	This transcript was exported on Oct 28, 2023 - view latest version here.




Brandon Averill (00:09):
Hey everybody. Welcome back to another episode of AWM Insights, Brandon and Justin here. And we're coming to the end of this series that we've been doing, really just talking about how does your portfolio relate back to your life? And for those clients listening, we probably sound like a broken record at this point, but repetition is key. "Forced repetition," as our good friend Brian Kane says. But really what we want to do is put a little bit of a summary to this and then take out some of the key points. But really I think what hopefully you took away from this series is that you can oftentimes look at an investment portfolio, look at your overall financial structure and find other areas in life that they really relate to. And we made a couple analogies back to health, for instance, and I think that's really where we want to start today, is when we think about building our financial structure, when we think about the small daily habits that go to being successful, certainly as most of us know on our health side, if you eat well on a daily basis, if you put the work in on a daily basis, you're going to be healthier, stronger over time. And we're in a very similar spot with investment portfolio, right?
Justin Dyer (01:20):
Yeah. You can sum all of this up really with one simple word or one simple concept. It's compounding. It applies to what you're talking about on the health side. Little changes, little improvements, developing habits. Start with one small step and then they compound into much bigger impact, whether it be on your personal life, your health, your wealth, etc. The same thing can be said for your investment portfolio. Compounding Albert Einstein's famously attributed with making the quotes it is the strongest power in the universe, something along those lines. I think I've got it up here right here. "The most powerful force in the world is compounding interest," according to Albert Einstein. And it's one of the most amazing things. If you can take a step back, you don't see the impact of it necessarily day-to-day. I think we've mentioned on a day-to-day basis, there's almost a 50/50 probability that the market goes up or down, but you start to stretch that over longer periods of time, so long as you stay invested, you really start to see the benefit of much higher upside than downside. And that's the effect of compounding, keeping your money at work year in and year out, being disciplined and keeping those good habits at play.
Brandon Averill (02:34):
And I think that's the hard thing we often hear, "Hey, compounding is the free lunch. It's the most powerful deal out there." There's probably actually a good reason to this too, is it's incredibly difficult, right?
Justin Dyer (02:45):
It is hard.
Brandon Averill (02:45):
It's hard to, on the physical side, to make sure you get your butt in the gym every day. It's hard to make sure you eat the right foods every day. It's just as hard to stay focused in a world of noise on what is the right financial structure. You get bombarded with these quote/unquote, "Opportunities," and sometimes they're fantastic, but sometimes they're not. But oftentimes they're exciting. And so I think it's really having that daily discipline, that discipline to look and say, "Okay, what are the priorities?" We're revisiting this, but, "What are the priorities I'm trying to achieve for my family?" And now let's not get distracted by that. I think that's oftentimes me personally, what I got to come back to is oftentimes it seems like there's this abundance of opportunity and there's famous sayings on what to say no to and really where to be focused. And hopefully what this series has done is help to lay out this is why we spend so much time on your priorities. This is why we build the structure in the way that we do because hopefully at the end of the day, it's all a tool to come back and help you to make daily decisions to lay out the best course of action.
Justin Dyer (03:51):
Yeah. That is right. And I mean, there are a ton of amazing opportunities out there. Your statement is correct, but what we're here for is a kind of accountability, partner coach, and something we'll continue to repeat on throughout, but certainly within this little series we've done, is give you the tools or the little nuggets to go back to have a decision-making framework, or to take a step back and say, "Oh, no, I'm allocated in such a way. I don't need to chase this little bright shiny object over here because I understand what's going on and implement it, and the long-term benefits that I will likely see." We should see. We have a high conviction that you'll see them if we're disciplined, if we're, we stay put, if we understand the behavioral aspects of it. But then also, I think we talked about either last episode or the episode before is, taking the behavioral acknowledgement with the science of it, the art and the science, if you will, and bringing those together to hopefully give you better understanding.
(04:47):
One or three actually points I hope we hit on is there's no one size fits all solution to this. This can also be said when it comes to your own personal health. Everyone's built a little bit differently. Everyone has different muscle structure, muscle types, metabolism, etc. So you do need a tailored approach that is specific to you and your priorities. There are no quick fixes. I think that's the big piece that kind of ties to your point about these amazing opportunities that come up on a daily basis. We see them too, but really there's no quick fix to the long-term game, if you want to call it, the long-term plan in which we are trying to accomplish here. It is really be disciplined, be thoughtful, don't get distracted by these little bright shiny objects, and then it's better to prevent problems. I think this is really, really true when it comes to health, especially as you start to get older like we are. But certainly when it comes to investing, you can make this statement as well.
(05:44):
Have a solution that takes into account a wide variety of potential outcomes. We don't know what the future unfold, but we know we can structure a portfolio today that does really well in up markets, and then we have things in place to accommodate down markets, whether it be a protective reserve to make sure you have a certain amount of living expenses covered in super safe, super secure assets that match your specific needs or take advantage of tax loss harvesting, and really, when the market gives you lemons, make lemonade to an extent, right?
Brandon Averill (06:20):
Yeah.
Justin Dyer (06:20):
Control what you can control, have a plan in place that works with a variety of outcomes, both good markets, bad markets, and that's custom to your specific family needs.
Brandon Averill (06:31):
And maybe we will end even with just a little encouragement on some of the really boring stuff that you can do. And these illustrations drive me crazy. I was just mentioning it before we got on, but let's take it away from kind of the holistic nature and we'll kind of hone in on a very specific topic. But if you took some money just to show the power of compounding, if you took some money and contributed to your child's 529 college education plan, right when they were born, and let's say you were able to get $35,000 in there, and by the time they got around to it, they didn't use that money and there's $35,000 sitting in there. They took that $35,000 under some new rules that are existing, and they put it into a Roth IRA, and they left it there for 50 years and it gained 10% a year, which never happens to be very clear, but 10% a year. Over that 50 years, it's pretty remarkable that $35,000 could turn into $4.1 million, roughly.
(07:31):
And let's take all the numbers out of it because it's nuanced and misleading in a lot of ways, but it should illustrate just how massive, some very boring steps that you could take. This is just putting your money in the S&P,the US stock market, and letting it compound over time. It's not chasing the shiny object, it's not getting involved in something that potentially could blow up your financial structure. It's really just having the discipline to show up every day and do the basic things really well.
(08:02):
So this compounding effect does have massive implications all the way across the board. And I think having that right financial structure, really understanding those priorities you're trying to achieve allows you to really participate in this and make sure that you are being disciplined on those daily steps, and then giving yourself the opportunity here and there to go after those big shiny objects, those bigger opportunities that you do want to take a shot at without putting your whole financial structure at risk.
(08:29):
So hopefully this series has been really helpful for you guys. We enjoyed doing it for sure, and we'll look forward to getting on some future topics here. But if you have anything you want to recommend to us, we'd love to hear it from you. So shoot us a text at (714)-504-7689, and until next time, own your wealth, make an impact, and always be a pro.
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