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Paul Adams: Once again, if Cory and I are talking to a large room and we              
were to ask everybody "Write down your definition of an asset," and 200             
people all hand in these slips of paper, we will probably be reading out loud at                
least a hundred definitions of an asset. Here's the definition we found works            
really effective for our clients. An asset is anything that puts money in your             
pocket now or has the ability to put money in your pocket in the future without                
changing your lifestyle.  

Announcer: Welcome to Sound Financial Bites, where we help you with          
bite-sized pieces of financial and life knowledge to help you design and build a              
good life. The knowledge that has been shared from stages at conferences,            
pages of national business magazines, and clients living across America, our           
host Paul Adams now brings directly to you.  

Paul Adams: Yeah, he's brilliant and he brings a great edge to our show,           
which I think you're gonna hear in some of his stories et cetera, today.  

Now, we're picking up a little bit on our last episode. This is             
Number 116, and what we're covering is this idea of, how do we go about              
getting away from the concept of saving money and the way it hurts people              
and get toward building assets? 

Cory Shepherd: And all this is with a common theme of the idea of a White             
Coat Window. Capitalizing on your White Coat Window for our physician           
audience is particularly named after that time where your income jumps all at            
once, and you can make a set of decisions for your life and your finances that               
really set you on having every chance of setting on a wonderful path through             
the rest of your life. And then anyone else who's not a doctor can still think                
about those concepts of a White Coat Window and still have your window, and              
whether you're a doctor or not and you're past the early stage of your career,              
you can still reopen it.  

Paul Adams: Yeah. What it comes down to is those habits and practices that           
we accept and adopt very early. What we're gonna talk about today is gonna             
lean a little bit on a quote you guys have heard me say about Jeff Miller, who's                
new to our team. He's a guy who made good income. We're not talking huge               
amounts of money, but like a good top 1% income as an executive. But what he                
did is he continued to save money, and he goes back to something his              
grandfather once told him, which is "Don't brag to me about how much money             
you make." This was after he got his first real executive job making good              
money, had a good salary package and bonus, and he's saying, "Lookit grandpa,            
I did this." And he says, "Don't brag to me about how much you make. Brag to                
me about how much you save. Anybody can make a lot of money."  

While we're gonna kinda blow up the concept of using savings          
as a cornerstone of your language set around building assets, what I do want             
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everybody to notice is how often people talk about what they can buy or the               
lifestyle they live. While we don't talk about money, everybody certainly has a             
lot of nonverbal expressions that all say money.  

I was at this entrepreneur's event and there's people at the           
event ... One thing that was kinda neat, the guy from Shark Tank, what's his              
name? Daymond?  

Cory Shepherd: Daymond John. 

Paul Adams: Daymond John. Daymond John's speaking, and he's pretty        
confident in himself. Not a lot of humility on stage. There's no room for              
humility next to him. But he's doing his talk, and the audio wasn't great for the                
part of the room we were in, and a couple of us just wanted to get aside and                  
have a conversation. So a few of us are sitting outside in a little, like vendor                
area where there's couches, all that, and we're just sitting around shooting the            
breeze. And one of the guys came out, he says, "Man," and something about,             
that guy's talking about all the things you can buy. And then he says, "He's               
usually the wealthiest guy in every room he's in, and I don't think he knows               
he's not the wealthiest guy in this room." 

But what I did I see a lot of is, there's people that are in an               
accelerator program, to be able to come up and through, and become full-on            
members of the entrepreneur's organization. And what's amazing to me is how            
much signaling people would have in their stuff, even if they were not ... So               
one woman, I think legitimately sitting with her, it wouldn't surprise me if she's             
nine figures of net worth. She's almost three commas. Venture funding, et           
cetera, really neat background. And sitting right next to her is another woman            
that's kind of in this program to get up and running. 

Well, who has all the signaling, with the really expensive bag,           
and the really cool watch, all that, is actually one who's the one that's              
on-ramping and the- 

Cory Shepherd: The up-and-comer. Yeah. 

Paul Adams: Yes. And the thing is that we have all this signaling that we try             
to do to show that we have a strong balance sheet, that are actually actions               
that lead us away from likely having a strong balance sheet. And we all are              
subject to watching that happen. So as we talk about some of this language,              
and what it means to build assets, we really want to be careful that we're              
building assets, not just looking successful to other people. Perfectly fine if           
that's actually something that makes you happy, is how you look to other            
people, cool. We don't want to get in the way of that. We don't want to should                
all over you, that you should or should not do that. 

Cory Shepherd: Paul, I really always appreciated having you as the example of           
someone who cares very little about how you look to other people. It's been a              
real help to me in- 
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Paul Adams: Just to be standing next to me in public, he likes it because of              
how good he looks standing next to the guy. 

Cory Shepherd: But in all seriousness, in the early years of our firm when we             
had a large team of young advisors that we were trying to coach up, it was               
tempting for me to go and get the nicer, nicer car. The firm that I worked at                 
previously, I did buy a car when I had a certain amount of success that was still                
way more car than I should have bought at that time. Got to Sound Financial              
Group, and kind of felt embarrassing to me at first to have a nicer car than the                 
founder of the firm. And then it was an asset to us in showing all these young                
folks, like, "Look, you don't have to jump on that train just because everyone             
else says that you do. Follow what's important to you." 

Paul Adams: Yes, absolutely. We're going to talk a little bit about the idea of            
the difference between saving and building wealth. Savings usually doesn't lead          
to building wealth, but cash flow control does. Even using the word savings can             
mess us up around cash flow control.  

We're just giving you a little bit behind the scenes here. Cory            
and I are drinking some yerba maté. We've been working together all day            
today before jumping into this podcast. So would you hand me the hot water? 

Cory Shepherd: Yeah. Oh. 

Paul Adams: I'm just going to seep a little more. Yeah, go ahead and put             
that anywhere. I wish we had a shot of this. Cory just spilled his yerba maté all                 
over. It is running right up underneath the Mac, and I would get up to help him,                
but frankly, I'm enjoying this right now. Can he keep it all on the table, even? I                
would use your t-shirt if I were you, to soak that up. Your t-shirt kind of                
matches the yerba maté. We can clean it up after. All right, guys. Sorry you all                
had to go through that little bit of trauma. Cory's not, because I made this               
particular set of yerba maté pretty strong, so- 

Cory Shepherd: So strong. 

Paul Adams: Yeah. It's a little bit like drinking gruel.  

Cory Shepherd: My subconscious is rallying against that. Oh, man. Okay.  

Paul Adams: So anyway- 

Cory Shepherd: For anyone looking at my B-roll, the shot angle changed a little            
bit. 

Paul Adams: Well you helped to get that Mac out of the puddle of yerba            
maté that had formed. 

Cory Shepherd: Hopefully our editors cut to that earlier, and are going to cut            
again to my B-roll so you can see that sort of jump. 

Paul Adams: Let's talk a little bit about what happens with this idea of           
saving. You walk into a bank, and I actually, I'll share onscreen for those of you                
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that are joining us via YouTube. If not, we'll give you this slides that you can                
download them later. But I walked into a bank, and I literally saw this up on the                
wall. And it's this woman, cup of coffee, ready to go, looks determined. "This is              
my year to start saving more." 

Now I actually saw this while I was walking into my bank, right            
before I was going on stage to speak at a conference full of a bunch of                
ambitious, high-income executives and business owners. I was like, "Oh my          
gosh. Maybe they've changed their way of thinking," because I usually spend a            
fair amount of time deriding the financial services industry overall. Maybe           
they've changed their ways; it's been a long time. But sure enough, what are             
people saving for? And it's all over the walls. 38% are saving for travel, because               
they've got to spend the money. 24% for a home, because they want to spend               
the money on a home.  

Now here's the thing. When I get in front of a room full of              
people, if I say, "What is it most people sometimes do with their savings?"             
What do do you think they tell me? 

Cory Shepherd: Spend it. That's what every person that I've ever asked that          
question- 

Paul Adams: Yeah, there's some version of, "Spend it." What we can see          
right here on the wall of the bank, they had stuff like, "56% are saving for an                 
emergency," because they gotta spend it on the emergency. 29% for a car; 23%              
for a kid's education; 26% for home improvements. Now I don't know exactly            
how these surveys are done, because that adds up to like 190% or something. 

Cory Shepherd: Well, you're saving a little bit here, a little bit there. Yeah. 

Paul Adams: A little there. But these are the respondents to the survey.          
Here's the thing we need to be aware of. Savings is anchored in our American              
psychology as something we go spend. Now perhaps we could go lay on a             
couch, spend a lot of time with a psychiatrist, maybe a little hypnosis, whatever              
it would take to recast what savings means to you or to me or to Cory or your                 
spouse. Odds are, though, that's way too expensive. So we're going to give you              
some new language, and we're going to stop using the term savings to refer to              
the amount of money sitting on the side getting ready to buy assets. Because              
we- 

Cory Shepherd: I just thought of something about financial institutions. It's a         
good reminder that this bank, the bank's business model is not to help you put              
a lot of money away for yourself. Banks largely make money on the velocity of               
money, on money going from place to place. So you think about this            
encouraging people to put money in a savings account for a home           
improvement project. Actually what the bank is hoping you'll do is grow your            
savings account a certain degree, and then open a home equity line of credit- 

Paul Adams: You bet. 
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Cory Shepherd: ... to then build your home improvement. 

Paul Adams: I've had a chance to have these really frank conversations with          
CEOs of large banks. They want to help people; they want people to be more              
financially responsible; they want them to be more literate. And then they look            
at me kind of off-camera, or off the podcast, and go, "At the end of the day, we                 
make our money by people borrowing." You see, the cost of goods to a bank is               
paying you interest on your savings account. The profit they get comes from             
lending money out. That's the part we have to stay really present to.  

Not that it's bad; we need to use banks. Banks are great tools,             
but they may not be teaching us to use the bank in the most effective way it                
would be for us to use the bank. So then people want to go down the path of                 
doing a better job with savings, which we know that in the current, in the way                
that everybody thinks about this is, we all float down the proverbial linguistic            
river together, it- 

Cory Shepherd: Ooh. 

Paul Adams: Yeah, do you like that?  

Cory Shepherd: Alphabet soup. 

Paul Adams: Alphabet soup. But we float down the river, and it's like,           
everybody seems to be doing the same thing. Here's the problem. We then try              
to increase our savings by budgeting. But the problem with trying to do that is               
that if we're trying to solve it by budgeting it's a little bit like teaching a 16 year                  
old to drive a car by telling them to not hit the curb. Don't hit the curb; don't                 
hit the curb; don't hit the curb. And they hit the curb every single time.  

If you ever watch America's Funniest Home Videos, there'll be         
like the kid where the dad is like, you're riding your bike. It's this big parking                
lot. The only thing in the middle is that huge telephone pole. Just stay away              
from that. And the kid, it's like a magnet and they hit it.  

Same thing with our money. See, here's the problem. This is          
one of the ... picture on the screen now is this most popular budgeting sheet               
on the Internet, in Excel, to be able to use for your budgeting. If you look at it,                  
you have the income minus the spending equals the net, which is the savings,              
which means the savings is the residue. It's what's left over after. 

Cory Shepherd: The income is fixed for most people, because they're just          
making whatever salary they make. And the leftover’s the savings, so spending            
is the action point, the pivot, the catalyst, as we say here. Yeah. 

Paul Adams: Indeed, yep. So this is how most people live their lives: income            
minus expenses equals savings. Here's what we want to do to make the            
amount of money you put toward asset building as your catalyst, okay? That is,             
take your income, and then in advance, choose how much money is going to go              
to build assets. Ideally, where we should want to get to is like 20 to 25% of                 
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gross income. That takes time. That's not an overnight; we talked about that a             
little bit before. But it's the idea that what we want to do is make sure you're in                 
the position where you're setting aside enough money to one day be able to              
have your assets eclipse the amount that you need for passive income, so that             
you can have a work-optional lifestyle. That's the whole game we're after. 

So if that's the game that we're after, then what we need to do             
as individuals is make it, not just a priority. We've all heard this, like, "Pay               
yourself first." And I think one of the reasons that doesn't resonate with us is, I               
don't want you to pay yourself first. I want you to put money on your balance                
sheet first. Because what do we do with money that we're paid? We spend. So               
you see where the language then interferes with our ability to actually be            
effective with money. What we want to do instead is have money going toward             
asset building as a priority, and that's going to come right after income. 

So if you're somebody that gives consistently, say to a church           
or a synagogue, something like that, then that comes before even what you put             
aside there, should be a first fruits commitment. It doesn't matter what            
percentage you're doing; it should just be the first one, because that's the act             
of faith as a part of giving, as a part of your faith. But once that's done, next is                   
asset building. After that, you have your life fit into what is left. I would say,               
"Pay yourself last," in this case. Pay your future self first. 

Cory Shepherd: Right. That's what I was going to say, "Your future," yeah. 

Paul Adams: And one thing I think a lot about is, think about, one day we're             
all going to meet our old self. Hopefully just as good looking as we are today,               
but maybe not. Maybe I'm hoping I age like a wine, not like a glass of milk. 

Cory Shepherd: Out in the sun? 

Paul Adams: Out in the sun, just cooking. Well, when it comes to our            
money, one day we're going to meet our future self. We owe them a bunch.               
And the bunch of money we owe them has to do with the amount of capital                
that has to be on our balance sheet so that they have enough income for the               
rest of their life, when they're no longer working. Which they may not have the               
choice to work or not anymore. 

Cory Shepherd: Have you ever had someone owe you money and then not be            
able to pay, and how you thought about that? You just don't want that to be                
yourself 30 years from now. 

Paul Adams: No. So here's what we're going to introduce, is a new concept.            
Not a savings account, but having you set up what we call a wealth             
coordination account. There's a few key components of it. And for those of you              
listening to the podcast, you can go to 116.sfgwa.com. That's 116.sfgwa.com.          
And when you go there, you'll be able to download some of the slides we're              
talking about today. And you'll just put in your email, and Lea has it set up                
where it'll email you directly. 
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Cory Shepherd: Can we do that like the As Seen On TV, like, "And at the             
number below." Can we get that on the screen right here? 

Paul Adams: Yeah. The ​info@sfgwa right at the bottom? Maybe. I don't         
know how they do all that. That's all magic to me. 

Cory Shepherd: Yeah. Lea, can you do that? 

Paul Adams: Yeah. My job is to talk into this microphone and try to look into              
the camera part of the time. So there's some key components to this idea of a               
wealth coordination account. One, it needs to be the first financial          
commitment we make every month. Two, it needs to buy assets. More on what              
an asset is in a moment. And part three is, we need to take any of the profits or                   
proceeds, what we get from our assets, to go back to the wealth coordination              
account to buy more assets. And we'll explain that more in a moment. 

Now, why does it need to be a checking account, Cory? What's           
important about it being a checking account? 

Cory Shepherd: Well, I don't know. If I wanted to go buy a piece of investment             
real estate or buy a mutual fund, they're probably not going to accept an IOU.               
You'd need to write a check. 

Paul Adams: Yeah. Or like, "Here's my savings account statement." 

Cory Shepherd: No, great. Sounds good, Bucko. 

Paul Adams: We need a check. 

Cory Shepherd: Yeah. We need a check. 

Paul Adams: So we know that if we're going to deploy money into other            
assets, you're going to require checks. So we should have our money           
positioned in an account that can do that, because the job of the wealth              
coordination account is not to build up a ton of cash. There's different reasons              
for that, like setting up and building up your savings should be in a savings              
account. Your regular household checking should be another account. This is a            
separate checking account that is your wealth coordination account. That          
wealth coordination account's job is to be the centerpiece, and even the           
barrier between you and some of the financial institutions that you deal with,            
so it's not blindly only sending money to your 401k, or a monthly bank draft to                
some IRA. Instead, these are active decisions you make every month to think            
about your long-term financial well-being. 

Now, that definition of an asset. Once again, if Cory and I are            
talking to a large room and we were to ask everybody, "Write down your             
definition of an asset," and 200 people all hand in these slips of paper, we will               
probably be reading out loud at least a hundred different definitions of an             
asset. So here's the definition we found works really effective for our clients.             
An asset is anything that puts money in your pocket now or has the ability to                
put money in your pocket in the future without changing your lifestyle. 
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Say that again: anything that puts money in your pocket now           
or has the ability to put money in your pocket in the future without changing               
your lifestyle. 

Cory Shepherd: That lifestyle piece is so important, because you'll hear us say           
time and time again that money isn't math. It's math plus human behavior.            
Math is a cold, hard- 

Paul Adams: That sounds like perhaps a free download people can get their           
hands on, Cory. Is that possible? 

Cory Shepherd: Yeah. There is a white paper that I wrote last year called            
Money: Where Humanity and Hard Numbers Meet. You'll find links to that at            
116.sfgwa.com. 

Paul Adams: 116.sfgwa.com. But right, money is not math. 

Cory Shepherd: And when that cold, hard mathematics equation gets coupled        
with human behavior and emotion, then that asset doesn't work so well           
anymore. It's kind of like if you put a gold coin and an orange on the table and                 
came back 50 years later to see how both of them were doing, the gold coin                
would be sitting right there largely the same, and there may be nothing left of              
the orange whatsoever. 

Paul Adams: Or, if that orange was cared for, there might be an orchard. It             
may have many, many multiplied. It may have had 20 years worth of harvest 30               
years later. But to know what would happen with the orange, you'd have to              
know a lot more about environmental science, biology, agriculture, all that. It's           
just not static. And that gold coin is a lot more like the math. So in our case we                   
want to make sure it's anything that puts money in your pocket now or has the               
ability to put money in your pocket in the future without changing your             
lifestyle. 

Now here's the bad news. That means your primary residence         
is not an asset. It's just not an asset. It is, maybe, a low-cost way to provide                
shelter for you and your family over extended periods of time. Still not an             
asset, because if you sell your house in San Francisco and you move to Gilbert,               
Arizona, you'll have some money left on the sidelines. But you had to change              
your life- 

Cory Shepherd: But if you did it the other way around- 

Paul Adams: But you had to change your lifestyle. It's a very different           
lifestyle if you're going to live in Gilbert versus San Francisco. So here's what I               
think we should do. We are going to wrap this episode, let part of this carry in                
the next episode for this reason: I want to make sure that we not only show               
you how to build what we refer to as the work-optional lifestyle, indefinite            
financial independence with the wealth coordination account at the         
centerpiece. But we also want to make sure that we take enough time to talk              
to you about the fact that you may have not enough in your emergency fund.               
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You may have a little bit of debt on your balance sheet. And how do you                
orchestrate dealing with debt or building up emergency funds with buying           
assets? 

And we'll just pick that up in our next episode. 

Cory Shepherd: Can't wait. 

Paul Adams: All right. We hope that this has been a contribution to you           
being able to design and build a good life. 

Announcer: I want to acknowledge you for taking the time to tune in to            
Sound Financial Bites. You stopped long enough in your busy day to reflect on              
your finances and your future, to help you design and build a good life. Please              
take a moment to subscribe to this podcast and follow us on social media. You               
can find us on Facebook and LinkedIn. If you have a topic you would like to                
hear us discuss, please send us a note on Facebook, LinkedIn,           
soundfinancialbites.com, or email us at ​info@sfgwa.com​. Be sure to check out          
the show notes for links to any resources that were covered in each episode.              
For our full disclosure, please check the description of this episode, the            
description of this podcast series, or you can visit our website. 

Make it a great day. 
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This Material is Intended for General Public Use. By providing this material, we             
are not undertaking to provide investment advice for any specific individual or           
situation, or to otherwise act in a fiduciary capacity. Please contact one of our              
financial professionals for guidance and information specific to your individual          
situation. 

Sound Financial Inc. dba Sound Financial Group is a registered investment           
adviser. Information presented is for educational purposes only and does not           
intend to make an offer or solicitation for the sale or purchase of any specific              
securities, investments, or investment strategies. Investments involve risk and,         
unless otherwise stated, are not guaranteed. Be sure to first consult with a             
qualified financial adviser and/or tax professional before implementing any         
strategy discussed herein. Past performance is not indicative of future          
performance. Insurance products and services are offered and sold through          
Sound Financial Inc. dba Sound Financial Group and individually licensed and          
appointed agents in all appropriate jurisdictions. 

This podcast is meant for general informational purposes and is not to be             
construed as tax, legal, or investment advice. You should consult a financial            
professional regarding your individual situation. Guest speakers are not         
affiliated with Sound Financial Inc. dba Sound Financial Group unless otherwise           
stated, and their opinions are their own. Opinions, estimates, forecasts, and          
statements of financial market trends are based on current market conditions           
and are subject to change without notice. Past performance is not a guarantee             
of future results. 
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