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Introduction 

Welcome to section 5 of Retirement Rehabilitation.  

Now that we’ve thoroughly discussed the mindset and financial preparation 
elements of your rehabilitation, it’s time to move on to the entrepreneurial and 
investment aspects of the plan I have been describing to you. For many who follow 
the corporate path, this is the most intimidating part of the plan. They are so 
accustomed to having a path and a role already carved out for them. But if you 
know how to apply the unique experiences you have gained from the life you have 
lived, independent wealth creation should be second nature to you.  

Traditionally, real wealth—the massive wealth of mansions and private yachts--has 
only been created through the ownership of Real Estate or private 
businesses. Paper assets like stocks have really only made the founding 
entrepreneurs wealthy. However, unlike Gates and Zuckerberg, we all know folks 
who made very good money working for a young and rapidly growing company or 
spending a long time at a steady grower. Most others have preserved and grown 
their wealth through investing in stocks, but not multiplied it.  

For Baby Boomers (and a lot of others), this became confusing as executives 
became enriched while working in a corporate environment. Many large 
enterprises, like Goldman Sachs, had partnership structures where a small group of 
owners got wildly wealthy. Most of their co-workers either didn’t know the math 
or never thought about it. Others became embittered. 

In technology companies, many normal workers that got stock grants early on 
often became amazingly wealthy. They may not have had any skill set or 
knowledge different from their college classmates, but they were in the right place 
at the right time. 

For senior corporate executives in their 40’s and 50’s today, a solid education and a 
long-term commitment to a blue chip employer was the best ticket to a good life 
coming out of college. This dream included a steadily growing income and career 



advancement at the same firm. It was almost a guarantee that prudent financial 
management would lead to a fully funded retirement. Heck, in the 1980’s pensions 
still existed and they promised generous retirement income. 

So many thought, “why take the risk of a startup when this dream will become a 
reality?” 

The dream became a nightmare when rapidly evolving technology created a 
globally competitive marketplace. College educated “knowledge workers” became 
more fungible. Companies became more proactive in restructuring their businesses. 
What happened to auto and steel workers soon also became the norm for office 
workers. 

Then the nightmare got worse as returns on paper assets became negligible after 
the Great Financial crisis. Now a nest egg doesn’t throw off enough income to fund 
the expected lifestyle. Traditional pundits tell folks to work longer, like that’s an 
option in the environment just described.  

There’s never been a more important, but also more viable time to get off the 
conventional track and take matters into your own hands. Continue on with the rest 
of this section to learn about the most effective ways to accomplish this in your 
own life through Real Estate, starting your own business, and paper assets. 

Lesson 1 - Real Estate  

Welcome to lesson 1 of the section on creating wealth for Retirement 
Rehabilitation. The topic of discussion now is creating wealth through Real Estate. 

Real Estate has always been an evergreen asset class. It seems in all but the few 
short bubble periods there are ways to make money in Real Estate. Having 
personally owned many residences (too many) and rental properties, I have mixed 
feelings about this asset class. It’s fun to spot bargains, and I enjoy fixing up 
properties for profit. If it’s of personal interest to you, it may be worth considering. 



The problem is Real Estate is capital intensive and hard to scale. At one time, I 
owned over 50 rental properties and I felt like they owned me! Even at 50 rental 
units, I was very involved in every aspect of the business with few opportunities to 
delegate authority. I did all of this while maintaining a full-time job.  

You might be tempted to avoid all the hassle by purchasing property in better 
condition instead of fixer-uppers. Purchasing and managing already improved 
residential Real Estate is both time consuming and low yielding. Safer investors 
are willing to accept these conditions, but they don’t fit my profile. I want leverage 
on my time and money. 

Developing or rehabbing property has much more upside, but comes with 
significantly more risk. I have employed the renovation strategy in the past. 
Adding value for tenants is a sound strategy, but is also capital and time intensive. 
This is not an undertaking to consider lightly. You need to know you are prepared 
for all the responsibilities before you lose your shirt investing in something you 
cannot turn around for significant ROI. 

In general, in the United States today, local markets are highly competitive. Just 
like 2007, almost everyone is talking about Real Estate deals. Annual yields 
currently run at 6-10% on improved property. Both strategies are hard to scale and 
few people I know really have an edge. 

Contrary to what most of us have been taught to believe, Real Estate today 
seems like more of a store of wealth than a way to create wealth or cash flow. 
It’s too competitive for my taste, and a bit over-heated in today’s economy in the 
United States. You’re going to need to tweak conventional wisdom if you want to 
make Real Estate work for you. 

There are two strategies today I’ve identified which make some sense to me. One 
is participating in a lending pool to high quality middle market companies that 
have more limited access to bank financing post- Dodd-Frank. I know several 
managers who do this and they aim for 10-12% returns and get them. These 
positions are subordinated to the first mortgage, but still high enough in the capital 



structure to be comfortable. Risk assessment and management is the key to success 
here. 

I like corporate debtors better than individuals as I believe the risks are easier to 
identify. A weird byproduct of the Great Financial Collapse is that capital in the 
mortgage market is more readily available for individual homeowners than for 
buyers of multi-family apartment buildings—regardless of the creditworthiness. 
Affordable lending programs help the former. For the latter, the banks are no 
longer allowed to hold on to these loans under Dodd-Frank, like they did in the 
past. This creates an opportunity, as there is a capital vacuum for these types of 
borrowers. 

Also, sometimes wealthy individuals get into circumstances where they will pay 
exorbitant rates for a short period of time. In these situations, it is tricky to secure 
the collateral and expensive experts are required. Don’t do this to help a friend or 
you may find yourself evicting him and his family.  

The other strategy I like is to build a stockpile of cash to take advantage of any 
coming dislocation in the US Real Estate market. Investors positioned like this in 
2008 did very well. It seems to me that current Real Estate prices have risen 
appreciably, but I don’t know if there will be a repeat of the GFC. It isn’t sexy 
today to hold cash, but that does not mean it’s not a prudent thing to do. I believe it 
is. 

For “normal” wealth individual investors, this would be my advice. Invest in 
opportunistic debt strategies and build cash should a bargain appear. 

I am always on the lookout for bargains in the Real Estate market. Opportunities 
today are fewer given valuations, but good deals always exist if you are diligent in 
doing your homework. If you have any edge or experience, this is an area to 
establish a network and stay active.  



Lesson 2 - Private Businesses  

Welcome to lesson 2 of Retirement Rehabilitation. Our focus now will be on the 
development of your own private business that only you control.  

Starting a private business has long been the true American entrepreneurial path. It 
is what has defined the American dream. The roots of the country were primarily in 
agriculture and the businesses that served the original farming settlers. Private 
business continues to thrive today in the traditional brick and mortar form, and also 
in a robust service economy.  

In this section, we will confine our conversation to traditional, not “New 
Economy”, businesses. This is a bit perilous as the lines are now quite blurred, 
which I will point out.  

First, starting a new traditional business is a pretty tough task. The survival rate of 
new businesses is pretty grim depending on the type of business. However, 
technology has enabled many new services at a low financial barrier to entry, and 
marketplaces now exist that allow for purchasing both existing businesses with 
proven track records and franchises with operating templates. So, technology has 
made purchasing traditional businesses easier than ever before.  

Purchasing established private businesses (including franchises) can be a 
tremendous way to replace your corporate income, but you need to be extremely 
careful. There are lots of business brokers who reputably represent the aging sellers 
of brick-and-mortar businesses. There are plenty of deals out there too and not as 
many willing buyers. Some of these deals are excellent opportunities. As always, 
some are not. Like Real Estate, the ravages of divorce, death, and debt all make for 
opportunities.  

For someone currently employed there are also many draw backs to owning a 
private business or franchise including location, scale, and business type. You may 



find a good short term option that is not exactly perfect longer term. This can work 
for you and you can reserve the right for your dream opportunity until you have 
full time to devote to it. Owning a B & B someplace in the country may not be a 
perfect fit while you are employed full time. 

The other option here is to find an operating partner to run the business. Sometimes 
this is a real opportunity. Like-minded partners are gold and if you have one you 
are truly lucky. Working with partners is another dimension of complexity that may 
be perfectly acceptable. Set up the clauses for an equitable break up before 
entering into any venture. Just think of this as the business equivalent of a 
prenuptial agreement.  

  

The major problem for most brick-and-mortar businesses of size is from the assault 
of ecommerce.  

Service providers are usually safe if there is a local delivery component, but no 
goods providers seem immune. Find the right service to scale (like an Uber) and 
you can even meaningfully grow a service. A quickly delivered quality service will 
always be in demand. There is definitely opportunity in traditional service 
businesses if you can control costs with scale. Each opportunity needs to be 
uniquely evaluated. Businesses that supply goods, however, are an entirely 
different matter.  

The adoption of ecommerce in distributing goods is startling. By example, during 
the 5 shopping days between Thanksgiving and Black Monday 2015 (the "Cyber 
5"), mobile transactions accounted for about 25% of gross sales in the United 
States. This does not include tablets or computers and is estimated to have been up 
119% from 2014.  

Wander around during those 5 business days and you will see shoppers consulting 
their phones before purchasing. This is no different than during the other 360 days 
of the year - just a stark reminder of how dramatically technology has empowered 
our lives. Competing with this paradigm has never been riskier. Selling goods 
locally is full of peril, and will artificially limit how big your business can grow 
before you even get started. Every UPS truck on the road means a sale went online. 
There is no sign of this trend slowing. 



The very good news is that the market for smaller private businesses reflects these 
dynamics. Depending on the specifics, many smaller private businesses trade at 2-4 
times annual net earnings of the business. This represents a monthly return on 
capital invested of between 2-4%. These returns also come with terms you can 
negotiate as private businesses don’t sell quickly.  

I’m bullish on the prospects of some types of established private businesses as they 
have a defensible geographic niche and loyal customers. You can look at the 
historical numbers, unlike any kind of startup. The critical element here is the 
“moat’ or barrier to competition the business has. You need to be fully aware of 
whether or not your idea for a local business fits into this exclusive category before 
you even think of getting started.  

At the same time, older sellers may not have family members ready to take over 
the business and good terms can be extracted. If you are willing to be dedicated to 
a specific location, an established private business can be a tremendous 
opportunity to earn excellent returns. Under certain conditions, it can still be a very 
wise business decision.  

Now, please move on to lesson 3, where we will discuss paper assets. 



Lesson 3 - Paper Assets  

Welcome to the lesson on paper assets as we continue our discussion this section 
on how wealth is created. This lesson takes a look at how we think of traditional 
portfolios, including their strengths and relative weaknesses.  

While many folks like Gates and Zuckerberg have amassed amazing fortunes in the 
equity of their companies, they are really entrepreneurs – not investors. Investment 
firms like my alma mater Goldman Sachs only use paper assets to “keep you 
wealthy”. Investment advisers— the good ones at least— never promise to make 
you wealthy through investing in stocks and bonds.  

Stocks are a reliable steady growth strategy for a portfolio. They will outpace 
inflation if diversified globally and invested correctly. Blue chip stocks can 
normally be bought and held for long periods of time if the management teams are 
good, and they usually are. Technological changes have to be watched to keep from 
rendering any company to be obsolete. Solid and defensible franchises will always 
deliver good returns over a long period of time as world consumption grows in line 
with the population growth.  

Fixed income securities are another story entirely. As late as the early 1980’s, 
yields on 30-year US government bonds were in double digits. In fact, the 
benchmark 30-year US Treasury bond in 1980 was known as the DC 10 (after the 
plane) because it carried a 10% coupon and matured in 2010. Of course short-term 
inflation then was higher than long-term yields. Those were also scary days!  

A look at a graph on a Bloomberg terminal of the 30-year US Treasury composite 
yield since the early 1980’s shows a staggering decline. There are a few periods of 
interruption, but yields have mostly declined for the last 3 1/2 decades, and now 
this composite yield is slightly above 2% in the US. Today’s 10-year bond yields in 
Germany are around 0.2% and in Japan they are (.15%). Yes, in Japan the 
government will give you back less Yen in 10 years than what you invest today!  

Traditionally, portfolios for aging investors are supposed to tilt to less risky fixed 
income securities in increasing proportion with age. With the current landscape the 



expected income generated is not likely to fund much of a retirement budget. 
Globally, pension funds, endowments, and insurance organizations have a new 
reality to deal with to meet their obligations too.   

I have first-hand experience in investing in a wide array of investments. In fact, I 
have built 5 wealth management platforms on 4 continents mostly around 
alternative asset strategies and structures. I have interviewed hundreds of managers 
and seen thousands of presentations over 3+ decades. My experience has allowed 
me to evaluate:  

• Master Limited Partnerships (MLPs) 
• Real Estate Investment funds (REITs 
• hedge funds  
• private equity funds 
• private credit funds  
• venture capital funds 
• direct investments across many industries 
• royalty streams 

In general, the more illiquidity you are willing to assume and the more risk you are 
willing to take, the more fees you will pay and the greater your expected return 
should be. Investment strategies tend to be cyclical and good managers for exotic 
strategies have to be watched closely by a professional to monitor for style drift.   

We’ll dig deeper into the actual wealth management process in the next lesson. 
Please continue on when you are ready.  

Lesson 4 - How Wealth is Managed 

Welcome to lesson 4: How Wealth is Managed.  

Traditional retirement planning normally follows a well-socialized asset allocation 
model referred to as “Core and Satellite”. The premise is that a portfolio should 
have a solid foundation that matches the investor’s needs. This is known as the 
core portion of the portfolio.  



Similarly, extraordinary opportunities always exist that can deliver better risk 
adjusted returns. These satellite strategies can be added to the core to enhance 
returns if the risks are controlled. The idea is to balance the investors risk tolerance 
while capturing the highest attainable returns. It should give you the best of both 
worlds. 

The “Core and Satellite” approach is a decent strategy if executed correctly and 
you have the money to implement it. The devil is in these details, which I will go 
over now.  

Typically, the core part of the portfolio is made up of traditional equity and fixed 
income strategies, balanced with cash. These investments have liquid historical 
track records and fairly well defined risk parameters. In market dislocations, you 
would agree to stay the course with the core portfolio with some slight allocation 
changes if the opportunity is compelling. Global blue chip stocks with high grade 
bonds that are all professionally managed are a good example of a core strategy.  

Satellite strategies involve more risk. Satellite strategies have a history of 
compelling outperformance due to the risk and their esoteric nature. Volatility and 
real loss of money need to be contemplated when strategies like this are employed. 
These are not evergreen investment opportunities and they need to be watched.  

Master Limited Partnerships and Real Estate Investment Trust are in a lower risk 
tier of satellite strategies. Hedge funds, private equity funds, and venture capital 
represent much higher risk satellite strategies to execute and have limited, if any, 
liquidity—very risky.   

Almost all financial advisers dispense their advice using some form of this 
construct of core and satellite strategies. The construct is a valid one and easy to 
grasp. In fact, most of us live our lives normally (core) with an occasional excess 
(satellite) to spice things up. Also, as you get older you appreciate living normally 
more, thereby increasing its allocation as you age. This is exactly how advisers 
generally add to core strategies as clients age.  

How much risk you are willing to take, or in other words how many satellite 
strategies you are willing to take on is entirely up to you. Risky investments can 



also be the fastest way to acquire more funds for your retirement plans, which 
many older people find enticing because they know they have fewer years left to 
build up their wealth in other ways. For the exact same reason though, they also 
have fewer years to recover financially if they should lose on their investments.  

My advice is to have a thorough understanding of what other means of producing 
wealth are at your disposal, and also if it really matters to you how quickly you get 
a return on your investments before doing anything too risky. It is better to stay on 
the side of safety than lose everything. We’ll go into this more in the next lesson, 
on how retirement planning fails.  

Lesson 5 - How Retirement Planning Fails 

Welcome back to lesson 5 of section 5 of Retirement Rehabilitation. Now, we are 
going to talk about the pitfalls of retirement planning, and why so many people 
fail.  

Traditional retirement planning has long embraced the “4% Rule”. The 
presumption has been that you needed enough money to be able to withdraw 4% of 
the balance every year without running out of money. This “rule” actually 
presumes you run out of money and die at the same time – something most people 
are not exactly in precise control over.  

But nobody verbalized the demise of the prospective retiree quite so vividly when 
this “rule” was conceived because of interest rates. In the 1990’s interest rates were 
high enough that money could be invested in CDs and a nest egg would actually 
grow even after withdrawing 4%. No need to focus on the “until you die” part.  

In theory, couples could even dip into the principal to fund retirement—if 
necessary--and potentially leave less for the surviving spouse or heirs. But they 
were sure to make it back! Sensible advisers recommended against this as 
healthcare costs continued to rise above inflation and life expectancy lengthened, 
etc. Even the best objections went unheeded due to the high level of interest rates. 



A whole conversation developed around how to use the funds accumulated in 
retirement with the premise being the “4% Rule”. Times were very good! 
Unfortunately, this conversation isn’t sensible today except for an extreme 
minority of retirees, maybe 1 in 10.  

Why isn’t this relevant today? 

First, Americans are not accumulating anywhere near the nest egg that could fund a 
decent lifestyle using a 4% withdrawal rate.  

Second, CD and other rates are so low that even decent sized nest eggs no longer 
generate sufficient income. 

Third, retirees have exhibited the tendency to spend more early in retirement, 
destroying the math that underpins the assumptions. 

Finally, the good news (!) is that life expectancies are rising rapidly and the nest 
egg required keeps rising, even as rates sink lower. In today’s world the prospect of 
even earning 4% in fixed income is extremely suspicious. Now additional money is 
need to fund a longer life. While we should all be happy about a longer life 
expectancy, we need another plan to fund it. 

Retirement themed articles now suggest working longer, like this is an executable 
strategy for a corporate executive approaching 60+! 

Almost three quarters of those surveyed recently by AARP between the ages of 50 
and 64 said this was their strategy. Almost half said they would never retire.  The 
worst off group is those who wish to work but physically cannot. 

Traditional retirement planning rules of thumb developed even 20 years ago 
no longer make sense. The critical assumptions that made the 4% Rule an easy 
solution are no longer valid today. 

What is more clear than ever before is that predictable cash flow is at a premium 
given the investing landscape today. A reasonable nest egg won’t provide this.  

http://www.cnbc.com/2015/04/21/the-4-percent-rule-no-longer-applies-for-most-retirees.html
http://www.cnbc.com/2014/11/03/the-4-retirement-rule-is-broken-and-heres-why.html
http://www.wsj.com/articles/how-to-get-people-to-delay-retirement-1458525863


Fortunately, there is a perfect solution to this quandary. A massive opportunity 
exists today that is perfectly aligned for the skills of a seasoned corporate 
executive.   

Real Estate investing is still an opportunity to earn money in your spare or full 
time. Established businesses can be purchased at very attractive prices. Also, a 
New Economy exists that is even more exciting. 

Let’s now explore if Real Estate or traditional private businesses are appealing 
opportunities to generate a durable source of supplemental or full-time income. 

Assignment-- - How Retirement Planning Fails? 

Thank you for sticking with Retirement Rehabilitation this far! We have just one 
more section after this. Before we get there though, I’d like you to complete a short 
but important assignment about what we covered here in section 5.  

In contemplating life after a corporate career ends, or a Perfect Day, numerous 
questions dealt with the practical aspects of how life would be lived. Let’s take 
stock of these and open up the possibility of earning income through adding value 
in Real Estate or through running a private business. (Of course, more passive 
investing strategies like debt funds and developed income producing Real Estate 
will always exist if your nest egg grows to a sufficient level).  

Generating income must include both delivering value for which people will pay 
and be in a zone of things acceptable to do. Some people make the mistake of 
aiming for replacing all of their current income in one activity. In fact, it is highly 
advisable to build several sources of income that are not correlated in any way.  

The key to making this work is attaining scale that allows you time to devote to 
multiple endeavors. At first, find just one way to earn additional income. This can 
be done with peace of mind once a Disaster Plan is in place.  

Here are some thought starters for evaluating value add Real Estate. 



-Do you have any edge you can leverage in identifying, financing, improving, or 
selling Real Estate? These are the key activities to be able to create and harvest 
value in order to “rinse and repeat” the process.  

-Is Real Estate improvement something you are either familiar with or appealing to 
you? Have you ever dealt with tradesman or tenants in the past and is this an 
appealing notion? 

-Is your geographic location one where potential opportunities exist? Is it safe to 
assume the target properties can generate stable income and be sold in a reasonable 
time? Do you wish to remain in this location?  

Here are some considerations for determining if owning an established private 
business could be an opportunity you wish to explore. 

-Do you have any particular interests or knowledge that can be exploited in 
running a private business? Are these traits specific to one type of business or 
general to all private businesses? Can these advantages be classified as principal 
drivers to the success of the business? 

Is your background in operations or do you have working knowledge of back end 
activities you can leverage? Conversely, do you have sales experience that could 
meaningfully add to the top line of a certain type of business. If either of these hold 
true, how would you handle the other? 

--Is there a ready supply of potential businesses in a 20-mile radius of your 
residence?  

In both cases—Real Estate and private businesses-- do you have a spouse or 
partner that could be leveraged to execute successfully? 

Take the answers from the Assignment in Section I (attached below) and 
contemplate the real drivers of happiness for you in your Perfect Day. Additionally, 
think about the deal breakers to avoid that would make you truly unhappy.  

Can you successfully employ Real Estate or private business strategies 
successfully and be happy?  



While Real Estate and traditional businesses offer solid prospects to generate 
durable income, a “New Economy” has developed that dwarfs these in the 
opportunities available. It is early in the game and corporate skills are at a peak 
value. I call this “The Opportunity of a Lifetime”. Please continue on to our final 
section to learn all about it. 




