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Most Investors Have A One-track Mind

Most investors have a one-track mind when it comes to their investments. Return! 
Return! Return! They focus on how much return they can expect to get and 
overlook other things that are just as important. Returns are great. But focusing only 
on returns blinds them to other important issues�that could siphon money out of 
their accounts every year, whether returns are good or bad.  

Think of all your money as being in a bucket.

7KDW�EXFNHW�KROGV�DOO�\RXU�ĆQDQFLDO�DVVHWV�DQG�ZKDWèV�LQ�WKH�EXFNHW�LQFUHDVHV�E\�WKH�
interest and earnings on your investments. When you put more money in the bucket 
- like with a 401k or IRA contribution - the amount in the bucket grows. And, when
the money is invested - in stocks, bonds, mutual funds, and the like - the amount in
the bucket grows.

Where we make our mistake is when we focus only on increasing the growth in the 
bucket, while ignoring the things that create loss. What did Ben Franklin say, “A 
penny saved is a penny earned?” So this SDSHU is about ;Ѵblbm-|bm]�Ѵovv;v�=uol��o�u�
0�1h;|,�ĆUVW��7KHQ��IRFXVLQJ�RQ�UHWXUQV�
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Every Company Likes To Argue That 
They Have A Better Way To Fill The Bucket

1RZ�LPDJLQH�IRU�D�PRPHQW�WKDW�RYHU�\RXU�EXFNHW�LV�D�IDXFHW��7KH�IDXFHW�ĆOOV�WKH�
EXFNHW��,Q�HYHU\GD\�OLIH��\RX�WXUQ�WKH�IDXFHW�RQ�DQG�LW�ĆOOV�WKH�EXFNHW�ZLWK�ZDWHU��%XW�
with a bucket of money, the faucet represents the investments that are paying 
GLYLGHQGV�DQG�LQWHUHVW�DQG�JURZLQJ�\RXU�PRQH\�WKURXJK�HDUQLQJV��,Q�WKH�ĆQDQFLDO�
services industry, every company likes to argue that they have a better faucet: a 
VXSHULRU�ZD\�WR�ĆOO�WKH�EXFNHW��%XW�WKDWèV�UHDOO\�QRW�WUXH��,Q�DQ\�JLYHQ�\HDU��RQH�
FRPSDQ\�PD\�EH�WKH�EHVW�DW�ĆOOLQJ�WKH�EXFNHW��DQG�WKH�QH[W�\HDU�WKH\�PD\�EH�WKH�
ZRUVW��1R�FRPSDQ\�LV�FRQVLVWHQWO\�WKH�WRS�SHUIRUPHU�DW�ĆOOLQJ�WKH�EXFNHW��6R�UXQQLQJ�
from company to company, buying-what-they-are-selling is fruitless. You make 
investment decisions based on how the company did last year, only to have a totally 
GLIIHUHQW�H[SHULHQFH�WKLV�\HDU���DIWHU�\RXèYH�LQYHVWHG��7KDWèV�OLNH�GULYLQJ�\RXU�FDU�
GRZQ�WKH�URDG�ORRNLQJ�LQ�WKH�UHDUYLHZ�PLUURU��0RVW�SHRSOH�FDQèW�GULYH�YHU\�IDVW��YHU\�
far, for very long looking in the rearview mirror. Instead, you need to look ahead 
through the front windshield and the curves in the road in front of you. 

7KH�ĆUVW�WKLQJ�WR�ORRN�DW���LQVWHDG�RI�DW�UHWXUQV��RU�IDXFHWV����LV�WKH�FRQGLWLRQ�RI�WKH�
EXFNHW�LWVHOI��,I�\RX�ORRN�FORVHO\��\RX�PLJKW�ĆQG�WKDW�WKH�EXFNHW�KROGLQJ�\RXU�PRQH\�
has holes in it that allow some of your returns to leak out. Those holes represent 
taxes, interest on loans, investment fees, market risk, and medical expenses. What 
you need to do is focus on strategically plugging those holes. Then, when you go to 
ĆOO�WKH�EXFNHW��LW�ZLOO�NHHS�WKH�UHWXUQV�\RX�HDUQ��LQVWHDG�RI�DOORZLQJ�WKHP�WR�GUDLQ�
through. 
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Think tax leakage. Your bucket has a big hole in it, and your money is leaking out in 
the form of taxes that you are paying, and will pay in the future. 

Before we explain, please answer this question: Do you think in the future, say 15 
years from now, taxes will be about the same as they are now, or will they be higher 
or lower? Go ahead. What do you think the future is likely to hold?

7KH�QH[W�WD[�LQFUHDVH�LQ�WKH�8�6��LV�DOUHDG\�RQ�WKH�ERRNV��&RQJUHVV�GRHVQèW�KDYH�WR�
GR�DQ\WKLQJ���QRW�HYHQ�YRWH���DQG�\RXU�WD[HV�DUH�VHW�WR�LQFUHDVH�LQ�������7KDWèV�
because the cuts that went into effect in 2018 as part of the Tax Cuts and Jobs Act 
RI������DUH�VFKHGXOHG�WR�VXQVHW�LQ�������$�WD[�KLNH�LV�FRPLQJ��,WèV�RQH�WKDW�PDQ\�
EXVLQHVV�RZQHUV�DUHQèW�SODQQLQJ�IRU�WRGD\�EHFDXVH�PDQ\�DGYLVRUV�DUHQèW�EURDFKLQJ�
the subject with clients.

1RW�RQO\�WKDW��EXW�WKH�&RQJUHVVLRQDO�%XGJHW�2IĆFH��&%2��EHOLHYHV�WKDW�HYHQWXDOO\�
there will be just three tax brackets, down from seven today. Under that scenario, 
the bottom, middle, and top tax would be 25%, 63% and 88%, respectively. 
Currently, the lowest and highest tax rates are 10% and 37%. 

7KH�FRXQWU\èV�IRUPHU�&3$�LQ�&KLHI��'DYLG�:DONHU��KHDG�RI�WKH�*$2��*RYHUQPHQW�
$FFRXQWDELOLW\�2IĆFH�VD\Vð��additional debt is essentially just a deferred tax increase. 
“There’s simply no way to handle our ever-mounting debt burdens except by doubling 
taxes over time.” 
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Here is a closer look at the FIVE KEY FACTORS that can drain investor portfolios
and how to address to them:

Tax Leakage1 Hole

#



There is no doubt that tax hikes of this nature blow a big hole in the wealth bucket for 
business owners and retirees. A hole that drains money from your bucket at the same 
WLPH�\RX�DUH�WU\LQJ�WR�ĆOO�LW�XS�

'RQèW�KLGH�\RXU�KHDG�LQ�WKH�VDQG��+LJKHU�WD[HV�DUH�FRPLQJ��DQG�WKH\èOO�LQFUHDVH�WKH�
OHDNDJH�RI�PRQH\�IURP�\RXU�EXFNHW�XQOHVV�\RX�SOXJ�WKH�KROH��$Q�(QUROOHG�$JHQW��($��
7D[�6WUDWHJLVW�FDQ�KHOS��7KH\èUH�WKH�RQO\�SURIHVVLRQ�WKDW�KDV�VSHFLĆF�WD[�FRGH�WUDLQLQJ�
IURP�WKH�,QWHUQDO�5HYHQXH�6HUYLFH��0DQ\�&3$V��ZKR�DUH�H[SHUWV�LQ�DFFRXQWLQJ��ORRN�
WR�($V�DV�WKH�H[SHUWV�LQ�WD[��/LNH�DWWRUQH\V�DQG�&3$V��($V�FDQ�UHSUHVHQW�WD[SD\HUV�
before the IRS if needed, and they can help you develop tax strategies that will close 
the tax hole in your money bucket. 

While accountants often help you prepare income tax returns using government 
IRUPV��WKH\�JHQHUDOO\�GRQèW�IRUHFDVW�IXWXUH�WD[HV�DQG�VWUDWHJL]H�RQ�KRZ�WR�PLQLPL]H�
them. They record what happened last year. Enrolled Agent Tax Strategists evaluate 
\RXU�SDVW�UHWXUQV�DQG�\RXU�FXUUHQW�VLWXDWLRQ�WR�DQDO\]H�DQG�UHFRPPHQG�WD[�
strategies that may be best for you. Importantly, these are proven strategies that are 
already written into the IRS Code. If you implement those strategies, they will reduce 
your income taxes.  

Bottom line: 
When it comes to money, if you don’t get the taxes right, nothing 
else really matters. 
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Debt Drains 

7KH�VHFRQG�WKLQJ�WKDW�FDQ�LPSDFW�\RXU�DELOLW\�WR�ĆOO�\RXU�EXFNHW�LV�GHEW��$W�WKH�HQG�RI�
������WKH�DYHUDJH�$PHULFDQ�KRXVHKROG�KDG�QHDUO\����������LQ�GHEW��GHĆQHG�DV�
auto loans, credit cards, mortgages and student loans. Business owners often owe 
many times that much.

Debts are so high that many people enter retirement with unpaid college loans that 
are 30 or 40 years old. By paying the principal and the interest on these loans off so 
VORZO\��WKH\èUH�SD\LQJ�WKRXVDQGV�RI�H[WUD�GROODUV�LQ�LQWHUHVW�FKDUJHV��7KH�ORVW�
investment opportunity cost is substantial and extends well beyond monthly 
payments. Servicing all that debt means that 97% of the money that they earned has 
slipped through their hands.

3D\PHQWV�RQ�DOO�WKLV�GHEW�å�PRQH\�WKDWèV�EHLQJ�GLUHFWHG�WRZDUG�EDQNV�DQG�OHQGLQJ�
FRPSDQLHV�å�LV�ZKDW�SUHYHQWV�PDQ\�SHRSOH�IURP�EHLQJ�DEOH�WR�VDYH��,QGHHG��E\�WKH�
time an average person reaches age 65, they will have earned $2 million. Yet they 
ZLOO�RQO\�KDYH�DERXW���������LQ�WKHLU�����N��RU�UHWLUHPHQW�VDYLQJV�DFFRXQW��%XVLQHVV�
RZQHUV�DUHQèW�PXFK�EHWWHU��7KH\�RIWHQ�KDYH�DOO�WKHLU�ZHDOWK�WLHG�XS�LQ�WKH�EXVLQHVV���
LOOLTXLG�VR�WKH\�FDQèW�XVH�LW��ZLWK�YHU\�OLWWOH�DFWXDOO\�VDYHG�LQ�SHUVRQDO�DFFRXQWV�LQ�
their name. 

7R�SUHYHQW�GHEW�IURP�GUDLQLQJ�\RXU�EXFNHW��LWèV�HVVHQWLDO�WR�SD\�GRZQ�GHEW�DV�TXLFNO\�
as possible. One way to do this is by setting up a family bank and attacking debt 
aggressively with the same money you are already spending - only in different ways. 
+HUHèV�DQ�H[DPSOHðD�PHGLFDO�SURIHVVLRQDO�ZLWK�RYHU����������LQ�GHEW�ZDV�
scheduled to pay it off over 29 years. Still, without taking anything from his lifestyle 
and by redirecting how he was paying off those debts, he was able to eliminate all 
the debt in 7 years. Then, he would have $8,000 per month he could plow into his 
retirement accounts. 
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If you keep doing what you are doing - making those monthly payments - the 
interest cost of your debt will be a hole in your wealth bucket that will leak out 
KXQGUHGV�RI�WKRXVDQGV�RI�GROODUV��PD\EH�HYHQ�PLOOLRQV��WKDW�FRXOG�KDYH�EHHQ�VDYHG�
for your and your family.

Bottom line: 
Debt can be eliminated more quickly than you ever imagined. 
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<RX�NQRZ�\RX�KDYH�WR�SD\�IHHV��7KDWèV�KRZ�ĆQDQFLDO�SODQQLQJ�ĆUPV�DQG�LQYHVWPHQW�
FRPSDQLHV�NHHS�WKH�OLJKWV�RQ��WKH�WRLOHWV�ćXVKLQJ�DQG�WKH�SKRQH�DQVZHUHG��%XW�\RX�
should know what fees you are paying. They should be clearly and fully disclosed. 

7\SLFDOO\��SURIHVVLRQDO�SODQQHUV�ZLOO�FKDUJH�D�RQH�WLPH��ćDW�IHH�RI��������WR���������
IRU�WKH�FUHDWLRQ�RI�D�ĆQDQFLDO�SODQ��7KH�DGYLVRU�ZKR�PDQDJHV�DVVHWV�LQ�WKDW�SODQ�ZLOO�
charge 1% to 2% of assets under management for ongoing, active management. The 
company that builds the investments the advisor uses will then charge another 1% 
to 2% in costs that are often hidden from investors. When they are all totalled up, 
PDQ\�LQYHVWRUV�DUH�SD\LQJ������LQ�DQQXDO�IHHV��EXW�WKH\�GRQèW�NQRZ�LW��7KRVH�IHHV�
can reduce the value of your account over time by as much as 50%.

“Imagine you have $100,000 invested. If the account earned 6% a year for the next 
���\HDUV�DQG�KDG�QR�FRVWV�RU�IHHV��\RXèG�HQG�XS�ZLWK�DERXW�����������,I��RQ�WKH�RWKHU�
KDQG��\RX�SDLG����D�\HDU�LQ�FRVWV��DIWHU����\HDUV��\RXèG�RQO\�KDYH�DERXW����������ë�
according to Vanguard��ê7KDWèV�ULJKW��7KH����\RX�SDLG�HYHU\�\HDU�ZRXOG�ZLSH�RXW�
DOPRVW�����RI�\RXU�ĆQDO�DFFRXQW�YDOXH��7ZR�SHUFHQW�GRHVQèW�VRXQG�VR�VPDOO�
anymore, does it?”

,WèV�HVVHQWLDO�WKDW�\RX�NQRZ�KRZ�ELJ�WKH�IHH�KROH�LV�LQ�\RXU�ZHDOWK�EXFNHW��0DNLQJ�
that hole as small as possible reduces the amount of return your investments must 
produce for you to retire successfully. 
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Bottom line: 
High fees can be a serious drain on your wealth bucket. Know the 
fees you are paying!

High Fees3Hole

#



Market Risk

Market risk is another hole that drains money from your bucket. Risk is divided into 
WZR�FDWHJRULHV��VSHFLĆF�ULVN�DQG�V\VWHPDWLF�ULVN��

6SHFLĆF�ULVN�LV�DVVRFLDWHG�ZLWK�RQH�LQYHVWPHQW�RU�RQH�FRPSDQ\��7KH�FRPSDQ\�PD\�
have a crisis with a product that causes the company stock to go down in value, or 
FDQ�HYHQ�FDXVH�WKH�FRPSDQ\�WR�JR�EDQNUXSW��7KDWèV�D�VSHFLĆF�ULVN�DVVRFLDWHG�ZLWK�
one company. 

Systematic risk is when an entire economic system falls or even collapses, to events 
WKDW�DUH�EURDGVSUHDG��7KH�*UHDW�5HFHVVLRQ�RI������DQG�WKH�&RURQDYLUXV�3DQGHPLF�
of 2020 are examples of systematic risk.  

*RLQJ�EDFN�WR�WKH�VWDUW�RI�WKLV�FHQWXU\��WKH�6	3�����ORVW�KDOI�LWV�YDOXH�EHWZHHQ������
and 2002 due to the tech bubble, 9/11 terrorist attacks and subsequent reaction to 
those events. It took until 2007 for that capital to be recouped. Then along came the 
JOREDO�ĆQDQFLDO�FULVLV�LQ�������7KH�PDUNHW�ERWWRPHG�LQ�0DUFK�������DQG�LW�WRRN�XQWLO�
2013 for those losses to be erased.

Said another way, for the 14 years spanning 2000 to 2013, many portfolios were 
ćDW��7KLQN�DERXW�WKDW�LQ�WKH�IROORZLQJ�WHUPV��+RZ�ROG�ZLOO�\RX�EH�LQ����\HDUV"�+RZ�
many 14-year periods do you have left to wait out a return from a market downturn? 

:KLOH�D����\HDU�SHULRG�RI�ćDW�UHVXOWV�PD\�QRW�PDWWHU�PXFK�WR�D����\HDU�ROG�ZLWK�D�
ORQJ�WLPH�KRUL]RQ��LW�FRXOG�EH�D�VLJQLĆFDQW�VHWEDFN�IRU�D����\HDU�ROG�ZKR�LV�RQO\�D�
decade away from retiring. Having a plan to protect the money in your bucket from 
VSHFLĆF�ULVN�DQG�V\VWHPDWLF�ULVN�LV�FULWLFDO�WR�FORVLQJ�WKH�KROH�LQ�\RXU�EXFNHW�WKDW�
unnecessarily leaks money from your personal wealth and wastes it, so it is 
unavailable for your future. 
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Bottom line: 
Minimizing market risk will help you keep more money in your 
bucket. 
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Healthcare

The cost of healthcare is soaring and will only get worse. In 2018 the average 
American spent over $5,000 on medical expenses. Meanwhile, health insurance 
premiums have increased by 740% since 1984. 

 However, the healthcare cost that is going to continue increasing, and which will 
ĆQDQFLDOO\�GHVWUR\�PRVW�$PHULFDQV�LQ�WKHLU�UHWLUHPHQW�\HDUV�LV�ORQJ�WHUP�FDUH��
Seventy percent of Americans will need long-term care. Anecdotal evidence 
indicates that the cost can be as high as $10,000 per month. A study by Genworth 
says this cost is increasing by WKUHH�WLPHV�WKH�UDWH�RI�LQćDWLRQ. 

“An average retired couple age 65 in 2019 may need approximately $285,000 saved 
�DIWHU�WD[��WR�FRYHU�KHDOWK�FDUH�H[SHQVHV�LQ�UHWLUHPHQW�ë�DFFRUGLQJ�WR�WKH�Fidelity 
Retiree Health Care Cost Estimate.

But some strategies can lessen the blow of healthcare costs. Those still in the 
ZRUNIRUFH�FDQ�PDNH�XVH�RI�D�KHDOWK�VDYLQJV�DFFRXQW��+6$���7KLV�DOORZV�WKHP�WR�VDYH�
SUH�WD[�LQFRPH��DQG�WDNH�DGYDQWDJH�RI�DQ\�SRWHQWLDO�HPSOR\HU�FRQWULEXWLRQV��WR�
grow their capital and withdraw it tax-free at a later date to help cover the cost of 
VSHFLĆHG�PHGLFDO�H[SHQVHV�

)RU�WKRVH�FORVH�WR��RU�LQ��UHWLUHPHQW��0HGLFDUH�NLFNV�LQ�DW�DJH�����,WèV�SRVVLEOH�WR�
claim Social Security 3 years before that. In some cases, it may be advisable to wait 
XQWLO�DJH����WR�WDS�6RFLDO�6HFXULW\�WR�UHFHLYH�KLJKHU�EHQHĆWV��7KH�H[WUD�\HDUV�RI�ZRUN�
can also provide more capital that can be allocated to investments, HSAs and 
long-term care.
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7KH�QHZ�3ULYDWH�,QVXUHG�5HWLUHPHQW�$GYDQWDJH�$FFRXQWV��S,5$D��DOORZ�\RX�WR�VHW�
money aside for long-term care. But unlike traditional LTC insurance, where you lose 
LW�LI�\RX�GRQèW�XVH�LW��WKHVH�DFFRXQWV�FUHDWH�DQ�LQFUHDVLQJ�SRRO�RI�PRQH\�WKDW�FDQ�EH�
XVHG�WD[�IUHH�IRU�ORQJ�WHUP�FDUH��,I�\RX�QHYHU�QHHG�LW��LW�GRHVQèW�JR�DZD\��,QVWHDG��\RX�
can leave it to your heirs as a substantial wealth transfer to those you love - again, 
tax-free. 

Bottom line: 
If you have the right strategy, you can close the healthcare hole in 
your wealth bucket.

5 WAYS TO PLUG THE HOLES IN YOUR WEALTH BUCKET
© Saving You Taxes. ALL RIGHTS RESERVED 12



How to Fix the Holes in Your 
Wealth Bucket once and for all?

<RXèYH�OLNHO\�VHHQ�VRPHWKLQJ�LQ�WKHVH�SDJHV�WKDW�FDXVHG�\RX�WR�VD\��ê<HS��WKDWèV�PH�ë�
DV�\RX�UHDOL]HG�WKHVH�KROHV�DUH�SUHVHQW�LQ�WKH�EXFNHW�WKDW�KROGV�\RXU�PRQH\��

Now that you have more information about the things that can cause your wealth 
bucket to slowly leak out your hard-earned money, you can ask the right questions 
WR�\RXUVHOI�DQG�WKH�SHRSOH�LQYROYHG�LQ�\RXU�ĆQDQFHV��%XW�DV�0LFKDHO�+\DWW�VD\V��
“Never leave the scene of clarity without taking action.” So, the question you should 
be asking yourself right now�LV��êZKDW�DP�,�JRLQJ�WR�GR�DERXW�ZKDW�,èYH�MXVW�OHDUQW"

The Law of Diminishing Intent says, “The longer you wait to take action, the less 
likely you are to take action.”

,I�\RXèYH�JRWWHQ�HYHQ�D�KLQW�RI�FODULW\��\RX�PXVW�WDNH�DFWLRQ�WRGD\��)LQG�D�
WD[�VWUDWHJLVW�ZKR�VSHFLDOL]HV�LQ�KHOSLQJ�EXVLQHVV�RZQHUV�DQG�UHWLUHHV�SOXJ�KROHV�LQ�
their bucket of money, and start plugging the holes in your bucket today!

Bottom line: 
Take action today and secure your tomorrow. 

At SavingYouTaxes

We work with business owners and retirees to develop strategies that will reduce 
LQFRPH�WD[HV��HOLPLQDWH�GHEW�PRUH�TXLFNO\��ORZHU�IHHV��PLQLPL]H�PDUNHW�ORVV��DQG�
provide for long-term care for no additional cost. 

We work with you to seal up the holes that are leaking money from your bucket and 
help you retain that money to create a bigger and fuller bucket for the future you 
have dreamed of.  
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Listen to my Podcast

Visit SavingYouTaxes.com for articles, papers, and the latest episodes of 
our podcast.




