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			Praise for Just Keep Buying

			“Just Keep Buying is the ideal combination of thoughtful and actionable. Maggiulli not only uses evidence to guide his suggestions, but he is also among the best at boiling everything down into ideas that are easy to understand and apply.”

			—James Clear, #1 New York Times bestselling author, Atomic Habits

			“The first time I read Nick Maggiulli's writing I knew he had a special talent. There are lots of good data scientists, and lots of good storytellers. But few understand the data and can tell a compelling story about it like Nick. This is a must-read.” 

			—Morgan Housel, bestselling author, The Psychology of Money

			“Nick Maggiulli clearly delights in flouting the received wisdom about how people should manage their money. The end result is a book that’s full of both aha moments and practical takeaways. As a fellow writer about personal finance, I felt a creeping sense of jealousy in what I was reading. Nick takes the tired topics of how to save and invest well and managed to make them utterly fresh and even quite a bit of fun.”

			—Christine Benz, Director of Personal Finance, Morningstar

			“Nick has a genuine gift—while he uses rigorous empirical evidence to make his case, he manages to tell the story in such a way to keep the reader’s attention and give them practical, actionable advice. He also has just enough of a mischievous streak to challenge some long-held assumptions about investing, but in a manner that makes the empirical data a fresh, interesting story. Investors, new and old, will benefit from Nick’s practical approach to investing.”

			—James O’Shaughnessy, Founder and Chairman, OSAM LLC;  bestselling author, What Works on Wall Street

		

	


		
			How to use this book

			I have written this book in a way to optimize the use of your time. While you are free to read it in order, you may find it more useful to jump around to the chapter that best fits where you currently are in your wealth-building journey.

			The book is divided into two sections—saving and investing. Saving will cover all the aspects of saving money including: how much to save, how to save more, how to spend money guilt-free, and so forth. Investing will cover the many facets of putting your money to work including: why you should invest, what you should invest in, how often you should invest, and much more.

			I wrote the book in this way so that you could quickly find the information you need and put it to use. If you don’t need help saving money, then skip that chapter. Trust me, I won’t mind. I’d rather you find something valuable than stop reading altogether. 

			Lastly, for those who want a quick summary of the book’s key ideas and practical takeaways, you can find this at the end of the book in the conclusion.

		

	


		
			Introduction

			My late grandfather was addicted to gambling on horse races. When I was a kid we used to go to the Los Angeles County Fair and watch thoroughbreds with names like Magnificent Marks and Jail Break gallop around the track. What I saw then as a form of mild entertainment I later learned was a lifelong struggle for my grandfather.

			His addiction started with horse racing but eventually progressed to card games. Blackjack. Baccarat. Pai Gow. You name it, he had played it. I had never heard of some of these games, but my grandfather knew them well. And he bet like it too. $25 a hand. $50 a hand. Sometimes $75 a hand. Sizeable sums of money to throw away on gambling at cards.

			You have to understand that my grandfather was retired and living with his mother (my great-grandmother) at the time. She paid for his food and housing. When he initially retired at age 55, he started getting $1,000 a month from his pension. Seven years later, he began receiving Social Security for an additional $1,200 a month.

			However, despite having $2,200 a month in income and almost no costs, he died in May 2019 with no assets to his name. Throughout his 26-year retirement, he gambled it all away.

			But what if my grandfather had taken just half of his monthly retirement income (money he was going to gamble away anyways) and invested it in the U.S. stock market? What would have happened then?

			He would have died a millionaire.

			He would have been able to gamble throughout his retirement with half his money, and still build wealth because of the growth of the other half invested in stocks.

			This is true even though a sizeable chunk of his investments would have been made during one of the worst decades in U.S. stock market history (2000–2009). That wouldn’t have mattered. By continually investing his money month after month, my grandfather could have counteracted his worst financial habits and built wealth. And though you probably don’t have a severe gambling addiction, by following this philosophy, you can build wealth as well.

			A few years before my grandfather’s passing, I stumbled upon this idea almost by chance. An idea that consists of only three words. An idea that could make you rich.

			Just. Keep. Buying.

			This is the mantra that changed my life.
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			Growing up, I had no concept of wealth or how to build it. I didn’t know that the word summer could be used as a verb (“I summer in the Hamptons”). I didn’t know what dividends were. Heck, most of my life I thought Sizzler and Red Lobster were high-end restaurants.

			And though my parents were hard workers, both dropped out of college and never learned about investing. As a result, I didn’t either. In fact, it wasn’t until I went to college that I truly understood what a stock was.

			However, learning about investing wasn’t enough to solve my financial problems. Because, despite getting a great education, my financial life after college was fraught with uncertainty and stress. I questioned nearly every financial decision I made.

			What should I invest in?

			Am I saving enough?

			Should I buy now or wait it out?

			My neuroticism around money followed me into my mid-20s. I was now supposed to be a full adult, embarking on my career, and in control of my life. Yet, I couldn’t quiet that little voice in the back of my head. My uncertainty around money haunted me.

			So I started reading everything I could get my hands on about money and investing. I trolled online forums, read every Berkshire Hathaway letter to shareholders, and dug through the footnotes of obscure books on financial history. This helped, but I still felt unsure about what to do next.

			Then, in early 2017, I decided to start blogging about personal finance and investing. I was going to force myself to figure this stuff out.

			Shortly thereafter, I saw a YouTube video from Casey Neistat that changed everything.

			The video, titled “3 words that got me to 3 MILLION SUBS,” discussed how Neistat grew his channel to three million subscribers using three words of advice given to him by fellow YouTuber Roman Atwood—Just. Keep. Uploading. Though Neistat was talking about how to build a YouTube following, I immediately saw the connection to investing and building wealth.

			In the weeks prior to seeing that video, I had been doing some analysis on the U.S. stock market when I discovered something profound. To build wealth it didn’t matter when you bought U.S. stocks, just that you bought them and kept buying them. It didn’t matter if valuations were high or low. It didn’t matter if you were in a bull market or a bear market. All that mattered was that you kept buying.

			Combining this insight with Neistat’s YouTube advice, Just Keep Buying was born. It’s a philosophy that can transform your finances… if you let it.
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			I am talking about the continual purchase of a diverse set of income-producing assets. When I say income-producing assets, I mean those assets that you expect to generate income for you far into the future, even if that income isn’t paid directly to you. This includes stocks, bonds, real estate, and much more. However, the specifics of the strategy are not critically important.

			It’s not about when to buy, how much to buy, or what to buy—just to keep buying. The idea seems simple because it is simple. Make it a habit to invest your money like you make it a habit to pay your rent or mortgage. Buy investments like you buy food—do it often.

			Formally this approach is known as dollar-cost averaging (DCA), or the regular purchase of an asset over time. The only difference between DCA and Just Keep Buying is that Just Keep Buying has the psychological motivation built in.

			It is an aggressive investment approach that will allow you to build wealth with ease. Think of it like a snowball rolling down a hill. Just keep buying and watch that ball grow.

			In fact, Just Keep Buying is easier to follow today than at any point throughout history.

			Why is that?

			Because if you had implemented this advice just two decades ago, you would have racked up some hefty fees and transaction costs along the way. At $8 per trade in the 1990s, Just Keep Buying would’ve gotten very expensive, very fast.

			But things have since changed. With free trading on many major investment platforms, the rise of fractional share ownership, and the availability of cheap diversification, Just Keep Buying has an edge like never before.

			Today you can purchase a single share of an S&P 500 index fund and have every person in every large public corporation in America working to make you richer.1 And if you buy international index funds, the rest of the world (or most of it) will be working for you as well.

			For a trivial sum, you can own a small piece of the future economic growth of much of human civilization. Economic growth that will allow you to build wealth for decades. This isn’t just my opinion either—it is backed by over a century’s worth of data that transcends geography and asset class.
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			Of course, Just Keep Buying is only the beginning of your financial journey. Despite its simplicity, I know that it’s not sufficient to answer every question that you will have along the way. That’s why I have written this book.

			In the pages that follow I will answer some of the most asked questions in personal finance and investing. Each chapter will address one topic in-depth and provide actionable takeaways that you can start using in your financial life right away.

			Most importantly, the answers to these questions will be based on data and evidence, rather than belief and conjecture. This means that some of my conclusions will go against mainstream financial advice. Some of them may even shock you.

			For example, in the pages that follow I will explain:

			
					Why you need to save less than you think.

					Why credit card debt isn’t always bad.

					Why saving up cash to buy the dip isn’t a good idea.

					Why you shouldn’t buy individual stocks—and why it has nothing to do with underperformance.

					Why a big market correction is usually a good buying opportunity.

			

			And much more.

			My goal isn’t to be controversial, but to use data to search for the truth, wherever it may be.

			Ultimately, Just Keep Buying is a book illustrating the proven ways to save money and build your wealth. By following the strategies here, I will show you how you can act smarter and live richer.
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			We begin by asking, “Where should you start?” In the first chapter, I will demonstrate whether you should focus on saving or investing based on your current financial situation.

			

			
				
					1	JL Collins said it best in a remake of this classic scene from the film The Gambler: www.youtube.com/watch?v=eikbQPldhPY

				

			

		

	


		
			1. Where Should You Start?

			Why saving is for the poor and investing is for the rich

			When i was 23 years old I thought I knew the answer to building wealth. Keep your fees low. Diversify. Hold for the long term. I had heard this kind of advice many times from investing legends such as Warren Buffett, William Bernstein, and the late Jack Bogle. While this advice wasn’t incorrect, it made me focus on all the wrong things financially as a recent college graduate.

			Despite having only $1,000 in my retirement account at the time, I spent hundreds of hours analyzing my investment decisions over the next year. I had Excel spreadsheets filled with net worth projections and expected returns. I checked my account balances daily. I questioned my asset allocation to the point of neurosis. 

			Should I have 15% of my money in bonds? Or 20%? Why not 10%? 

			I was all over the place. They say that obsession is a young man’s game. I learned this truth all too well.

			But despite my intense fixation on my investments, I spent no time analyzing my income or spending. I would regularly go out to dinner with coworkers, buy rounds and rounds of drinks, and then Uber home. Spending $100 in a night was easy in San Francisco, where I lived at the time.

			Think about how foolish this behavior was. With only $1,000 of investable assets to my name, even a 10% annual return would have only earned me $100 in a year. Yet, I was regularly blowing that same $100 every time I went out with friends! Dinner + drinks + transportation and my year’s investment returns (in a good year) were gone.

			Forgoing just one night of partying in San Francisco would’ve made me the same amount of money as one year of investment growth at the time. Can you see why my financial priorities were so messed up? All the Buffett, Bogle, and Bernstein in the world wouldn’t have made a difference.

			Compare this to someone with $10 million in investable assets. If they were to see just a 10% decline in their portfolio, they would lose $1 million. Do you think they could save $1 million in a year? Highly unlikely. Unless they have a very high income, their annual savings just can’t compete with the regular fluctuations in their investment portfolio. This is why someone with $10 million has to spend a lot more time thinking about their investment choices compared to someone with only $1,000.

			These examples illustrate that what you should focus on depends on your financial situation. If you don’t have much money invested, then you should focus on increasing your savings (and investing it). However, if you already have a sizable portfolio, then you should spend more time thinking about the details of your investment plan. 

			More simply: saving is for the poor and investing is for the rich. 

			Don’t take this statement too literally. I use the term poor (and rich) in both an absolute and relative sense. For example, as a recent college graduate partying in San Francisco, I definitely wasn’t poor on absolute terms, but I was poor relative to my future self. 

			Using this frame of mind, it is much easier to see why saving is for the poor and investing is for the rich.

			If I had known this at age 23, I would have spent more time developing my career and growing my income instead of questioning my investment decisions. Once I had a bigger nest egg, then I could have fine-tuned my portfolio.
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			How do you know where you are on what I call the Save-Invest continuum? Use this simple calculation as a guide.

			First, figure out how much you expect to comfortably save in the next year. I say “comfortably” because this should be something that you can achieve with ease. We will call this your expected savings. For example, if you expect to save $1,000 a month, your expected savings should be $12,000 a year. 

			Next, determine how much you expect your investments to grow in the next year (in dollar terms). For example, if you have $10,000 in investable assets and you expect them to grow by 10%, that means you are expecting $1,000 in investment growth. We will call this your expected investment growth. 

			Finally, compare the two numbers. Which is higher, your expected savings or your expected investment growth? 

			If your expected savings are higher, then you need to focus more on saving money and adding to your investments. However, if your expected investment growth is higher, then spend more time thinking about how to invest what you already have. If the numbers are close to each other, then you should spend time on both. 

			Regardless of where you currently are in your financial journey, your focus should shift from your savings to your investments as you age. To demonstrate this, consider someone who works for 40 years while saving $10,000 a year and earning a 5% annual return.

			After one year, they will have invested $10,000 and have earned a $500 return on this investment. At this point their annual change in wealth from savings ($10,000) is 20 times greater than their annual change in wealth from investing ($500).

			Now fast forward 30 years. At this point they will have $623,227 in total wealth and will earn $31,161 from this sum in the next year (at the same 5% annual return). Now their annual change in wealth from savings ($10,000) is three times less than their annual change in wealth from investing ($31,161).

			You can visualize this transition in the following plot, which shows their annual change in wealth broken out by type.
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			As you can see, in the first few decades of working, most of their annual change in wealth is being generated by their yearly savings (the darker gray bar). However, in their final few decades, it is their investments (the lighter gray bar) that contribute far more to their yearly growth. 

			This shift is so pronounced that, by the end of their working life, nearly 70% of their total wealth has come from investment gains, not annual contributions! 

			This is why the Save-Invest continuum is so important for determining where your financial attention will get its best return today. 

			At the extremes, it’s obvious. If you have no investable assets, then you need to focus on saving. And if you are retired and can no longer work, you should spend more time on your investments. 

			For everyone else, the question of where to spend your time is a bit harder. This is why there are two parts to this book. The first is about saving (the first stage of the Save-Invest continuum) and the second part is about investing (the second stage on the continuum).

			To start things off, let’s look at the right way to think about saving.

		

	


		
			I. Saving

		

	


		
			2. How Much Should You Save?

			It’s probably less than you think

			If you ever go fishing in the streams of southern Alaska you will see hundreds of Dolly Varden char swimming in the clear waters. What you won’t see is much for them to eat. Well, at least most of the year. But starting in the early summer, the salmon arrive.

			From the moment the char encounter their egg-filled prey, they erupt into a gluttonous feeding frenzy that leaves their bellies ready to explode.

			“They are totally egg-crazed,” says Jonny Armstrong, a David H. Smith Conservation Research Fellow at the University of Wyoming. “Their stomachs are packed with eggs. They are beaten up and scratched from duking it out with salmon.”

			Once the salmon are gone, many of the char stay behind despite having no consistent food source. “If you do the energy calculations and the amount of food in the watershed most of the year, you quickly see they shouldn’t be able to survive there year-round,” says Armstrong. “But they do.”

			How do the char withstand such conditions? As Armstrong and his colleague Morgan Bond discovered, when food is scarce the char shrink their digestive tracts in order to use less energy. When the salmon arrive, their digestive organs grow to twice their normal size.2

			In biology this concept is called phenotypic plasticity, or the ability for an organism to change its physiology in response to its environment. Not only is phenotypic plasticity useful for understanding how plants, birds, and fish change based on their surroundings—it can also be useful when determining how much money you should save.

			The Problem with Most Savings Advice

			When you Google “how much should I save” you will get over 150,000 results. Look through the top 10 and you will see this sort of advice:

			“Save 20% of your income.”

			“10% of your income should go to savings, but work up to 20%, then 30%.”

			“Have 1x your income saved by age 30, 2x your income saved by age 35, and 3x your income saved by age 40.” 

			These articles share the same flawed assumptions. First, they assume that income is relatively stable over time. Second, they assume that people at all income levels have the ability to save at the same rate. Both of these assumptions have been disproven by academic research.

			First, data from the Panel Study of Income Dynamics (PSID) suggests that incomes are becoming less stable, not more stable, over time. Researchers utilizing this data found that “the estimated trends in family income volatility show a 25 to 50 percent increase” from 1968 to 2005.3

			This makes logical sense as the gradual shift from one-income households to two-income households means that the typical family doesn’t have to worry about one person losing their job anymore, but two people losing it. 

			Second, the biggest determinant of an individual’s savings rate is the level of their income. This fact has been broadly established within the financial literature.

			For example, researchers at the Federal Reserve Board and the National Bureau of Economic Research estimated that earners in the bottom 20% saved 1% of their income annually while earners in the top 20% saved 24% of their income annually. 

			In addition, their estimates show that those in the top 5% of earners saved 37% annually while those in the top 1% saved 51% of their income each year.4 

			Similarly, two economists at UC Berkeley found that savings rates were positively correlated with wealth in every decade in U.S. history from 1910 to 2010, with the exception of the 1930s.5 

			This is why savings rules like “save 20% of your income” are so misguided. Not only do they ignore fluctuations in income, but they also assume that everyone can save at the same rate, which is empirically false.

			This is where the Dolly Varden char and phenotypic plasticity come in. Instead of consuming the same number of calories throughout the year, the char change their caloric intake (and their metabolism) based on how much food is available. 

			We should do the same thing when it comes to saving money.

			When we have the ability to save more, we should save more—and when we don’t, we should save less. We shouldn’t use static, unchanging rules because our finances are rarely static and unchanging.

			I experienced this personally after seeing my savings rate drop from 40% while living in Boston to only 4% during my first year in NYC. My savings rate plummeted because I changed careers and stopped living with roommates when I moved to New York.

			If I had vowed to always save 20% of my income no matter what, then I would have been absolutely miserable during my first year in NYC. And that’s no way to live.

			This is why the best savings advice is: save what you can.

			If you follow this advice, you will experience far less stress and far more overall happiness. I know this because people worry enough about money as it is. According to the American Psychological Association, “regardless of the economic climate, money has consistently topped Americans’ list of stressors since the first Stress in America™ survey in 2007.”6

			And one of the most common financial stressors is whether someone is saving enough. As Northwestern Mutual noted in their 2018 Planning & Progress Study, 48% of U.S. adults experienced “high” or “moderate” levels of anxiety around their level of savings.7

			The data is clear that people are worried about how much they save. Unfortunately, the stress around not saving enough seems to be more harmful than the act itself. As researchers at the Brookings Institute confirmed after analyzing Gallup data, “The negative effects of stress outweigh the positive effects of income or health in general.”8

			This implies that saving more is only beneficial if you can do it in a stress-free way. Otherwise, you will likely do yourself more harm than good.

			I know this personally because, once I stopped saving money based on an arbitrary rule, I no longer obsessed over my finances. Because I save what I can, I am able to enjoy my money instead of questioning every financial decision I make.

			If you want to experience a similar transformation when it comes to saving money, then you first need to determine how much you can save.

			Determining How Much You Can Save

			Figuring out how much you can save comes down to solving this simple equation:

			Savings = Income – Spending

			If you take what you earn and subtract what you spend, what you are left over with is your savings. This means that you only need to know two numbers to solve this equation:

			
					Your income

					Your spending

			

			I recommend calculating these numbers on a monthly basis given how many financial events occur monthly (e.g., paychecks, rent/mortgage, subscriptions, etc.).

			For example, if you get paid $2,000 twice a month (after taxes), then your monthly income is $4,000. And if you spend $3,000 a month, then your monthly savings is $1,000.

			For most people, calculating income is going to be easy while calculating spending is going to be much tougher since spending tends to fluctuate more.

			In an ideal world, I would ask you to know where every dollar you are spending goes, but I also know how time consuming this is. Every time I read a book that told me to calculate my exact spending, I ignored it. Since I am assuming you will do the same, I have a far easier approach.

			Instead of calculating every dollar you spend, find your fixed spending and estimate the rest. Your fixed spending is your monthly spending that doesn’t change. This will include: rent/mortgage, internet/cable, subscription services, car payment, etc.

			Once you add all these figures up, you will have a monthly fixed spending amount. After this, you can estimate your variable spending. For example, if you go to the grocery store once a week and spend about $100, use $400 as your monthly food estimate. Do the same thing for going out to eat, travel, etc.

			Another tactic that has helped me better estimate my spending is putting all of my variable expenses on the same credit card (which I pay off in full at the end of the month). This won’t maximize your rewards points, but it will make tracking your spending much easier.

			Whatever you decide to do, at the end of this process you will know approximately how much you can save.

			I recommend this approach because it’s so easy to get lost worrying about not having enough money. For example, if you ask 1,000 American adults, “How much money do you need to be considered rich?” they will say $2.3 million.9 But if you ask the same question to 1,000 millionaires (those households with at least $1 million in investable assets), the number increases to $7.5 million.10 

			We get richer yet still feel like we don’t have enough. We always feel like we could or should be saving more. But if you dig into the data you will find a completely different story—you might be saving too much already. 

			Why You Need to Save Less Than You Think

			One of the biggest worries for new retirees is that they will run out of money. In fact, there is overwhelming evidence that the opposite seems to be happening—retirees aren’t spending enough.

			As researchers at Texas Tech University stated, “Rather than spending down savings during retirement, many studies have found that the value of retirees’ financial assets held steady or even increased over time.”11 The authors demonstrated that this occurs because many retirees don’t spend more than their annual income from Social Security, pensions, and their investments. As a result, they never sell down the principal on their investments portfolios and, therefore, typically see their wealth increase over time.

			This is also true despite required minimum distribution rules (RMDs) that force retirees to sell down a portion of their assets. As the researchers concluded, “[this] is evidence that retirees take required distributions and reinvest them in other financial assets.”

			What percentage of retirees do sell down their assets in a given year? It’s only about one in seven. As the Investments & Wealth Institute reported, “Across all wealth levels, 58 percent of retirees withdraw less than their investments earn, 26 percent withdraw up to the amount the portfolio earns, and 14 percent are drawing down principal.”12

			The end result of this behavior is lots of money left to heirs. According to a study by United Income, “The average retired adult who dies in their 60s leaves behind $296k in net wealth, $313k in their 70s, $315k in their 80s, and $238k in their 90s.”13

			This data suggests that the fear of running out of money in retirement is a bigger threat to retirees than actually running out of money. Of course, it is possible that future retirees will have far less wealth and income than current retirees, but the data doesn’t seem to support this either. 

			For example, based on wealth statistics from the Federal Reserve, millennials had roughly the same per capita wealth as Generation X, who had roughly the same per capita wealth as baby boomers at the same age and after adjusting for inflation.14

			As the following chart illustrates, the per capita wealth of these generations seems to be following a similar trajectory over time.

			[image: A chart titled Inflation-Adjusted Net Word Per Capita By Age and Generation. The vertical axis shows Value Per Capita (2020 Dollars), from $250000 to $1000000. The horizontal axis shows Age, from 0 to 50. The chart shows three lines for Millennials, GenX, and Baby Boomers, with all lines rise as age passes.]

			This is evidence that, on aggregate, millennials don’t seem to be building wealth at a slower pace than prior generations. Yes, there are issues with the distribution of that wealth and how much debt some millennials have, but the overarching story isn’t as dire as the media usually makes it out to be.

			And on the Social Security front, things aren’t as bleak as they seem either. Though 77% of workers believe that Social Security won’t be there for them when they reach retirement, the complete elimination of benefits seems unlikely.15 

			The April 2020 report on the Actuarial Status of the Social Security Trust Fund concluded that there would be sufficient income to pay “79 percent of scheduled benefits” even after the Trust Fund runs out of
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