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MODULE 4: The Traditional Model 

Will The Conventional Plan 
Work For You?
 

 

Step 3: Design Your Wealth Plan 

  

Module 4 | Lesson 14 

In this lesson, I’ll summarize your learning up to this point into a cohesive decision framework 

so you can decide if the conventional financial planning model fits your needs. 

 

Your financial outcome in life boils down to just 3 things: 

 

• How much you invest, 

• How long you invest, 

• and the rate of return earned on your investments 

 

Each lesson in this module and previous modules was designed to help you do one of those 

three things. For example: 

 

• Reducing taxes helps you translate more of your earned income to investments. 

• Controlling personal expenses reduces the total assets required for financial 

independence and increases your savings rate. 

• Reducing investment expenses helps you keep more of your investment return, 

effectively raising your compound return. 

 

I could go on and on with an endless litany of examples from the first four modules of this 

course, but you get the point. Everything taught so far is designed to help you do one of these 

three things – invest more, invest longer, and increase your return on investment. 
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And guess what, everything that follows in this course will do the same because it’s the 

essence of the future value equation that governs the growth of your wealth. It’s inviolable, 

and that’s why everything taught here supports it. 

 

But here’s an important distinction… the next module of the course will do it differently. 

 

Why? Because up to this point we’ve been building on the conventional financial planning 

framework. Going forward, we’ll change the rules of the game by adding the advanced 

planning framework. The only challenge with this addition is it also adds complexity. So before 

we go down that path, it’s important to decide right here and now if the conventional model is 

good enough for your needs. 

 

There’s no need to add complexity if what you already have is good enough. 

 

It Starts With Your Life Plan 
Let’s start by first getting clear on the life plan that underlies the conventional financial plan. 

 

• You go to school 

• Get good grades 

• Graduate 

• Get a good job 

• Climb the corporate ladder 

• Work overtime to increase income 

• Pay yourself first 

• Contribute to your 401(k) 

• Invest in mutual funds 
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• Diversify 

• Buy and hold 

• Dollar cost average 

• Live below your means 

• Get out of debt 

• Save your way to wealth 

• Pay off your home 

• Retire at 65 

• And then you die 

 

If that doesn’t sound overwhelmingly attractive to you when described that way, then you’re 

not alone. However, that is the life plan most people are following, whether they realize it or 

not. It’s the Level 1 understanding that’s so frequently taught everywhere you turn that it has 

become the assumed life plan for most people. 

 

In fact, it’s so ingrained into our thinking and language that it’s sometimes hard to see outside 

of it, to question it, or to imagine alternatives.  

 

Please notice how it’s not wrong. It’s all sound advice. The problem occurs when it’s mistaken 

for the whole solution, or worse yet - the one and only solution – which is what I have a problem 

with, because it’s not the one-and-only solution. There are many viable alternatives. 

 

If your heart and soul are screaming that you want more for your life than that bland 

description provides, then I agree with you 100%. I couldn’t fathom dedicating my life to the 

conventional plan. In fact, I was bored by the thought of it, which is why I figured all this stuff 

out, took action on it, and “retired” at 35. 
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I want you to see what’s possible so you can decide what best fits the life you want to live, and 

not just live by an assumed agenda that you never questioned. Instead, question the 

assumptions in this lesson that underlie this plan so you can decide what fits and will allow 

you to get everything you want out of life.  

 

That’s the purpose of this lesson.   

 

The Biggest Problem With Conventional Financial Planning 
Let’s start by looking at the single biggest problem with conventional financial planning - it’s 

so darn slow. In most cases, you’re asked to trade an entire working career for old age 

financial independence.  

 

That’s because two key limitations are baked into the cake of the conventional model: 

 

• It assumes your investment assets are limited to a conventional passive asset 

allocation portfolio of stocks, bonds, and mutual funds, resulting in a limited ROI as 

fully explained in previous lessons. 

• The other problem is it assumes equity growth is funded by earned income that is 

translated to savings after paying taxes and living expenses. While this assumption is 

true for many people, it isn’t required, and it introduces inefficiencies that can slow the 

growth process when compared to building equity directly without this translation 

process. 

 

The problem is both of these limitations reduce the number of doubling periods for your 

assets, which is what makes the traditional model so darn slow. Remember, your objective as  
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a wealth builder is to cram as many doubling periods as fast as you can into your portfolio. 

That’s how you accelerate your wealth plan. 

 

And as the lifecycle of wealth taught you, it’s generally most efficient to accelerate the early 

doubling periods through savings (or direct contribution to equity), and the latter doubling 

periods through return on investment. 

 

Anything that limits your doubling periods means it takes longer to achieve your financial 

goals, and that’s a bad thing because as stated earlier, time is the only truly limited resource 

you face, so it’s never something you want to waste. 

 

Which Life Situations Does The Conventional Plan Best Fit? 
What I’ve found through coaching is there are three life plans where the conventional financial 

plan works well: 

 

• The first is if you’re young, disciplined with saving and investing, and enjoy your career. 

If that’s you, then a lifetime of working and saving is perfectly acceptable. The 

slowness is not a problem, and the simplicity of the plan allows you to focus on 

everything else in life without being distracted by more complicated plans. 

• The second situation is where you make a lot of money and keep your needs relatively 

simple. If that’s your situation, then you can save your way to wealth with a very high 

savings rate and reach your financial goals relatively fast without much inconvenience 

using the conventional plan. This is the approach I more or less followed, and it worked 

very well. 

• The final situation is extreme frugality on a normal income. It’s another version of the 

save-your-way-to-wealth approach where you’re reliant on a high savings rate to make  
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up for the inherently low investment return. However, extreme frugality is a little 

different because it requires extremely disciplined spending and is an entire life 

philosophy wrapped into a financial plan. It’s not everyone’s cup of tea, but it works 

very well for some people. I’ve referenced some of the best of sources of information in 

the resources to this lesson if extreme frugality fits your values. 

 

Unfortunately, that’s it. These are the three situations where traditional financial planning 

works well, and they work because they either accept the limitations inherent in the model, or 

they get around them by substituting savings rate for investment growth.  

 

The problem is most people’s lives don’t fit those narrowly defined situations. Instead, most 

people are: 

 
• Behind on savings 

• Starting late in life and needing a faster solution 

• Prefer to not dedicate a lifetime of scrimping and saving to reach their financial goals 

late in life, but instead want financial independence earlier than old. 

• Not willing to live extreme frugality to accelerate their goal. 

• Unnerved by the uncontrolled market risk that could derail plans after years of 

disciplined saving (which I’ll explain in a minute). 

 

So, if any of those describe you, then the traditional plan won’t be an acceptable, stand-alone 

solution. It can still be part of your final wealth plan, but it won’t suffice as the sole answer. 

 

The point here is you’ve reached the point in your learning where you can start making 

decisions and mapping out your personal wealth plan. You can begin picking and choosing  
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which strategies work for you and what won’t so you can actually design your plan. That’s why 

I’m carefully describing both the good and the bad inherent within the conventional approach. 

It’s time for you to begin deciding. 

 

Investment Strategy 
But before you make any decisions, I’ve got another important problem to show you. The 

assumed investment strategy has certain important characteristics you must understand to 

make a fully informed decision: 

 

• The first is that passive index asset allocation doesn’t control market risk. In other 

words, conventional asset allocation doesn’t protect you from market volatility (read 

market collapses) because the premise of the buy and hold investment strategy is you 

must blindly accept market risk at all times to receive a market return. That means your 

diversified portfolio of stocks should absolutely be expected to drop by 50%, or more, 

and probably several times, during your investment career.  

• The second point is conventional investment strategy is not designed to produce cash 

flow, which is your goal for financial freedom. That means you’d have to regularly 

convert a portion of your volatile portfolio into a reliable stream of spendable cash you 

can never outlive. This introduces complicated actuarial equations into your financial 

plans to manage the risk of overspending that may or may not work. 

• Finally, as stated earlier, conventional asset allocation has limited investment return 

potential, making it better suited for people who already have wealth or are saving their 

way to wealth than people who are trying to achieve wealth through the compound 

growth of their assets.  
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These characteristics create a seldom-discussed potential problem where you could do 

everything right by starting to save young, live frugally, invest a significant portion of your 

income after tax, but still get your plans derailed through no fault of your own by a market 

crash right at the finish line during the 10-15 years before, or after, you retire. 

 

This is problematic because numerous researchers have demonstrated that investment 

performance in the final 10-15 years before retirement is critical to your total wealth because it 

determines your final 1-2 doubling periods when you have the greatest accumulation of 

assets. 

 

Similarly, investment performance in the first 10-15 years after you retire is equally critical 

because it’s highly correlated with your safe withdrawal rate in retirement. It can halve, or 

double, the amount you can safely spend from your savings.  

 

Stated another way, we’re all market timers by birthright because the date you’re born 

determines whether your portfolio doubles and triples when it’s most important with the 

greatest capital at risk, or instead it gets halved. Neither outcome is within your control using 

passive asset allocation, yet the result will make or break a lifetime of diligent saving and 

investing. 

 

None of the traditional financial planning strategies solve any of the above 3 problems 

because they are investment strategy problems, not financial planning problems. They require 

an alternative investment strategy solution that doesn’t exist within the conventional planning 

framework. 
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So if you’re thinking of adopting the traditional financial plan with traditional asset allocation 

investment strategy, then you’re implicitly saying these are acceptable risks. It’s something 

that’s extremely important to be aware of. 

 

5 Ways To Solve A Savings Gap 
Finally, even if the slow growth and the uncontrolled investment risk are acceptable, the 

conventional financial plan may still not work for you because you face a savings shortfall and 

this plan gives you no realistic way to solve it. 

 

That’s because there are only 5 ways to close the savings gap using the conventional planning 

framework: 

 

• You can lengthen the time to retirement. This closes the gap by both increasing the 

number of doubling periods to grow assets, plus it reduces the amount of lifetime 

those assets must pay for, which lowers the required savings amount. 

• The 2nd and 3rd solutions for closing the gap are to increase your savings rate. 

o One popular method promoted widely on the internet is choosing extreme 

frugality as discussed earlier. This increases your savings rate while 

simultaneously reducing the amount of money you must accumulate because 

of the lower spending level.  

o The other alternative is to increase your earnings while controlling your 

expenses. This is the exact recipe I followed and has the advantage of no 

upside limits to how much you can make or save, while also affording yourself a 

comfortable lifestyle. 

• Finally, the 4th and 5th solutions to solving your savings gap involve redefining your 

retirement goals to accommodate the math limitations. 
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o You can do this by lowering your lifestyle requirements and choosing to 

accumulate less wealth, 

o Or by supplementing your portfolio income with some earned income. 

 

That’s it! There are no other choices within the conventional model to solve any savings gap 

problems you may face. It’s limited to any, or all, of these five choices. That’s why the lessons 

in this module showed you the most important ways to implement each choice. 

 

I showed you how to save more through cost control, and how to increase investment return 

by controlling investment expenses, as well as redefining your retirement goals and budget 

using the Rule of 300. Each lesson in this module showed you an important way to implement 

one of these 5 choices to close the savings gap and achieve your financial goals.  

 

So if you want to pursue a conventional financial plan, and if any or all of these 5 choices fit 

your life plan, then you’re home free. Nothing more is required. Just re-work the assumptions 

in the calculator to match the changes you’ll make in your life, and you should be good-to-go.  

 

Wrapping It Up 
The point of this lesson was to organize your learning about conventional retirement planning 

from this module into an actionable decision framework so you could see if this plan will work 

for your life situation. 

 

You want to know the answer to this question before we move into the advanced planning 

framework because the conventional plan is the simplest, easiest way to reach your goals. If it 

works, then there’s no reason for you to bother with additional complication. 
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However, if it doesn’t work for you, then that’s equally important to know because it makes the 

upcoming lessons that much more important to designing your plan. 

 

What you now know is the conventional financial planning model is good for creating a normal 

amount of wealth in a normal working lifetime. It can also work with extreme frugality where 

the amount of wealth required is much less. 

 

However, the traditional model is not useful if you want more than a normal amount of wealth, 

or if you want to create normal wealth in an abnormally short time period. That requires a more 

advanced plan as discussed in the next module, which we’ll begin in the very next lesson. 

 

I’ll see you there! 

 

 

 

 


