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			Book Abstract

			MAIN IDEA

			The best long-term investment approach that exists is to manage your money yourself and set up your investments using the “Gone Fishin’ Portfolio” as your central strategy:
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			The whole idea is simple. Understand the Gone Fishin’ strategy and then:

			
					Get wise - to the challenges you face as an investor.

					Get wealthy - understand why the Gone Fishin’ strategy is the safest and simplest way to reach your long-term goals.

					Get on with your life - reclaim the most precious resource you have - your own time.“You may not believe you’re qualified to manage your money yourself. If so, I beg to differ. Investing can be made endlessly complicated, or breathtakingly simple. If you’re willing to keep things simple, you’re perfectly qualified to manage your money yourself - and in a highly sophisticated way. As an investor, your overriding goal is to achieve and maintain financial independence. Your savings are the fuel. The Gone Fishin’ Portfolio is the vehicle to get you there.”
– Alexander Green


			

			About the Author

			ALEXANDER GREEN has more than 20 years’ experience as a financial writer, research analyst, investment advisor and portfolio manager. He is currently the investment director of The Oxford Club, a private investment network. Mr. Green directs the Oxford Club Communique portfolio which is currently ranked third for risk-adjusted returns over the past five years. He is also chairman of Investment U, an Internet-based research service with more than 300,000 readers. Mr. Green currently writes four e-newsletters: The Oxford Insight, The Momentum Alert, The Insider Alert and The ADR Alert.

			The Web site for this book is at www.gonefishinportfolio.com.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of The Gone Fishin’ Portfolio (Alexander Green)

			1. Get Wise

			To genuinely make money as an investor, you need to get smart about the challenges and risks you face. The simple truth is no one cares about your money as much as you do. Wall Street is busy trying to tell you investing is a highly sophisticated activity that is best left to the professionals (who just happen to want to charge you a fee for their expertise). Don’t fall for it. If you understand the basics, you should be investing your own money. You should be actively engaged in putting together the money you want to live on when you retire. It’s not hard as long as you’re disciplined enough to follow the strategy.

			Be realistic about your investments

			The idea of managing your own investments might seem overwhelming at first. This is a result of the conditioning you’ve been exposed to for years. You see, in the world of investment advice, nobody except you wants your investments to make money. Everyone else has a different goal:

			
					Brokers want you to pay them a commission for making your trades. Therefore, they will tell you what they do is highly specialized and should not be attempted by someone outside their industry.

					Financial planners also want to shroud what they do in mystery so you will feel comfortable paying their fees.

					The national financial media wants both advertisers and subscribers. Therefore, the media carries ever-changing opinions about the economy and urgent headlines like “Retire Rich”, “Five Health Care Stocks You Must Buy Today”, “Is This Bull Market Over?” and “Double Your Investment Income”. None of this stuff is realistic and workable but the media know if they can bulk up their subscriber numbers, they will be able to attract more investment-themed advertisers.

					The government wants you to contribute to Social Security in the belief this will help you meet your financial needs in retirement. Yet, the government openly admits in thirty years’ time, there will be twice as many Americans eligible for Social Security as there are in 2008. The federal government’s own Web site candidly states: “The current Social Security system is unsustainable in the long run”.

			

			The sooner you face the music and understand you have to take charge of your own retirement funding, the better it will be for your financial future. You also should accept the unvarnished truth nobody else is as interested in your financial future as you are. Everyone else is in the game for another motive. To live well in retirement, you need to adopt a financial planning strategy which has a high probability of success.

			“Responsibility is the price of freedom.”

			– Elbert Hubbard, author

			“When you take control and accept full responsibility for your own financial welfare, you let go of the idea that it is someone else’s obligation to provide for you in retirement. You let go of the idea that your broker or financial planner will ensure your financial independence. Ultimately, your financial welfare is up to you. You need to plan. You need to save.”

			– Alexander Green

			You have to save money to make money

			The first step on the road to financial freedom is you must develop the ability to save money rather than spending every last cent you earn. There can be no significant and successful investing program in your life unless and until you start saving money. Saving requires a measure of financial discipline.

			“Wealth is not the same thing as income. If you earn a lot of money and blow it every year, you’re not rich. You’re just living high. Wealth is what you accumulate, not what you earn. And it certainly can’t be measured by what you spend.”

			– Alexander Green

			When you look at most high-net-worth individuals, they don’t have lavish lifestyles. Nor have they got to where they are by winning a lottery or by some other stroke of luck. Instead, most of these people:

			
					Have exercised the discipline to keep living beneath their incomes year after year.

					Ignore any peer pressure to spend their money on unnecessary luxuries.

					Save the difference between what they earn and what they spend and then learn how to invest that money wisely. Many of these people end up becoming their own financial experts.

					Have realistic goals about what will be needed in retirement funding and therefore how much they should be saving and investing right now in order to be in a good position when they retire.

			

			None of these ideas are exactly rocket science. They’re much more along the lines of reasonable common sense. Even better, how much you save is entirely under your own control. It doesn’t depend on the performance of the stock market, external events or anything of that nature. The sooner you start saving seriously, the more time you allow for compound interest to work its magic on the value of your investments.

			If you are currently 30 years of age or younger, you should set a goal to save at least 10% of your gross income -the full amount of your salary before taxes and any other deductions. If you’re over 30 years of age, you need to bump your savings rate up to 15% or more if possible. Successful investing is always built on a bedrock foundation of consistent and disciplined saving first and foremost. Saving money on a regular basis is the safest, easiest and certainly most effective way to boost your own net worth. It also throws responsibility where it should be focused - on you and not on your financial advisers.
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			You’re better off managing your own money

			The finance industry is full of jargon and complexities. All of this is in reality a not-so-subtle message Wall Street sends out that managing your own money is beyond the capacities of a non-specialist. Don’t buy that for a minute. Nobody else will care about your money more than you do and therefore you should insist on managing it yourself.

			There is a fundamental misalignment of interests any time you hire someone else to manage your investments for you, even if they are highly ethical and competent:

			
					As an investor, you want the highest rate of return on your investments, pure and simple.

					Your financial advisor wants you to earn the highest return possible once his or her fees have been paid. That means your advisor needs to be a good salesperson first and foremost, and if a nice gain can be made for the client, then all the better.

					Everyone who works on Wall Street is there to earn as high an income as possible. It is an unfortunate fact the only way this can be achieved is by converting a significant percentage of client assets into their own assets. There is no other way they can achieve their high incomes. That’s how the entire financial advisory business is geared up to work.

			

			The bottom line is Wall Street excels at salesmanship, not money management. You get what you pay for in most things, but this is not the case when it comes to financial advice. No one will care about your money as much as you do, and for that reason alone you should manage it yourself.

			“Are you by chance a ‘high-net-worth’ individual? That special handling everyone is giving you is merely the anesthetic that precedes the surgical removal of your wallet.”

			– Ben Stein, investment commentator

			“Wall Street does not have the best interests of investors at heart. Wall Street wants to keep individual investors in the dark about both the academic evidence on how markets really work and the dismal track record of the vast majority of active managers.”

			– Larry Swendroe, author

			“Thousands of experts study overbrought indicators, oversold indicators, head-and-shoulder patterns, put-call ratios, the Fed’s policy on money supply, foreign investment, the movement of the constellations through the heavens, and the moss on oak trees, and they can’t predict the market with any useful consistency, any more than the gizzard squeezers could tell the Roman emperors when the Huns would attack.”

			– Peter Lynch, best performing mutual fund manager

			“We’ve long felt that the only value of stock forecasters is to make fortune tellers look good. Even now, Charlie Munger and I continue to believe that short-term market forecasts are poison and should be kept locked up in a safe place, away from children and also from grown-ups who behave in the market like children.”

			– Warren Buffett

			“The great enemy of trust is very often not the lie - deliberate, contrived, and dishonest - but the myth - persistent, persuasive and unrealistic.”

			– John F. Kennedy

			Understand uncertainty comes with the territory

			Despite what the experts would like you to believe, nobody knows for certain what the markets are going to do next. Therefore, you should never base your investment decisions on hunches - whether those guesses are made by you or by someone with a stellar reputation. That’s not a smart way to operate. No one can consistently and unerringly forecast what the economy will do or how the financial markets will fare over the long haul.

			Instead of trying to eliminate uncertainty from your investment approach, you should embrace it and acknowledge its role. Position yourself to capitalize on uncertainty and to prosper whichever direction the markets ultimately head. If you’re humble enough to acknowledge you don’t know which way the markets will move in the future and therefore you’d better prepare for all feasible eventualities, it stands to reason this will be better than being arrogant enough to think you can time the market to perfection repeatedly selling when the market reaches its highest point and buying only when the market bottoms out.

			In investment circles, it’s long been assumed that if you’re smart enough, you’ll be able to figure out the market cycle better than other investors. There are, unfortunately, plenty of examples which highlight the folly of this idea. For example:

			
					Albert Einstein has long been the universal symbol of intellectual genius. What isn’t widely discussed, however, is the fact Einstein took the prize money he was awarded for winning the Nobel Prize in physics and lost it by investing in bonds that defaulted. Despite the fact he had the highest known IQ in history, he was a complete failure at investing.

					In 1994, a company called Long Term Capital Management was established with the help of two winners of Nobel Prizes in economics. The company invested in supercomputers and developed a complex mathematical model which they believed eliminated any risk from the investment process. The firm accumulated $1.65 trillion in market positions before Russia defaulted on its sovereign debt in 1998. Long Term Capital’s shareholders lost $4.6 billion in less than four months before the company was bought out by 14 major investment banks to prevent a meltdown of the markets.

			

			Rest assured the market as a whole is too big and too complex to be forecast with unfailing accuracy. To be a successful investor, you need to be humble about your own ability to predict the market and realistic about everyone else’s abilities as well. Nobody gets it right all the time. A few so-called experts will enjoy a period of success but sooner or later the inevitable misstep comes. Uncertainty is going to be your constant companion as an investor so acknowledge that and deal with it. Instead of trying to eliminate uncertainty, focus on meeting your financial objectives.

			“If I could show you a way to manage your money yourself, using a strategy that is as powerful and effective as any used by the nation’s top institutions, that will allow you to outperform the vast majority of investment professionals, pay nothing in sales charges, brokerage fees, or commissions, that will take less than 20 minutes a year to implement, and is based on an investment strategy so sophisticated it won the Nobel prize in economics, would you be interested? That, in a nutshell, is the Gone Fishin’ Portfolio. It’s about handling the money you intend to retire on simply, effectively and cost-efficiently.”

			– Alexander Green

			2. Get Wealthy

			The Gone Fishin’ Portfolio, although it has a whimsical name, is field-tested and strong enough to handle your serious money -the money you intend to live on when you retire and stop work. It is based on an investment strategy which won a Nobel prize in economics. Once you’ve set up your portfolio, it should take you about 20 minutes a year to implement and to rebalance your investments. By taking hands-on management of your own investments, not only will you save thousands of dollars in fees but you will also earn higher returns. This whole strategy is steeped in the concept the future is unknowable and therefore you need to set up your investments to grow regardless of what unfolds.

			Buy common stocks - not what Wall St. is selling

			History shows that over the long haul, nothing outperforms common stocks as a vehicle for creating investor wealth. The only question should be how many stocks you should own, and which ones. The answer is simple - you should skip trying to figure out which stocks will perform and invest in all common stocks by putting your funds into a mutual fund.

			Mutual funds offer some attractive advantages:

			
					You get the diversification of owning all the stocks available.

					There is a professional manager overseeing the fund.

					You can invest small amounts of capital.

					You don’t need to pay fees to financial advisors to invest.

					You can buy and sell mutual funds easily, providing liquidity.

					You can automatically reinvest dividends to compound.

					Record keeping is very simple.

					You save research time because you’re not picking stocks.

			

			Mutual funds come in two basic varieties:
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			Of the two types of funds, index funds have the superior long-term performance. Various active funds may have good years now and then, but by and large all active funds fail to beat their underlying benchmark. Since it’s not possible to figure out which active funds will be “best performers” for the year in advance, you’re far better off investing in index funds directly.

			There are a number of mutual fund groups who run index funds and your criteria here should be to choose whoever has the lowest charges. The leading fund manager in this regard is The Vanguard Group which has a number of low-cost funds which have no commissions or fees. Vanguard’s fees are consistently the lowest in the mutual fund industry and since these fees and commissions have a direct bearing on how well your own investment portfolio will perform, they should be your first choice in constructing your own investment portfolio. Shut out all the hype put out by the Wall Street publicity machine who have other motives and use the index funds offered by The Vanguard Group.

			Asset allocation is your most important decision

			How much money you ultimately make as an investor is determined by only six factors:

			
					How much money you save and then invest

					How long you leave your investments to compound

					Your investment asset allocation

					The annual return generated by your investments

					How much you pay in annual expenses

					How much you pay in taxes

			

			Of these factors, one is completely beyond your control (#4 - The annual return generated by your investments). Of the other five factors, the one which will have the greatest influence on your wealth building activities as a whole is your asset allocation. This is the single most important investment decision you make because it will generate more than 90% of your portfolio’s long-term performance.

			The “Holy Grail of Investing” is to come up with

			
			
			
			
					Put 70% of your investment funds into various index funds of different sectors of the overall stock market. By investing in different funds, you get exposure to stocks across the spectrum from the large caps to small caps and both domestic and foreign issuers.

					Allocate 30% of your investment funds to bonds which should perform well whenever the inevitable downturns in the stock market come along. In particular, a total of 40% of your portfolio should be divided among real estate investment trusts (REITs), gold shares and bond funds to provide sufficient diversification.

			

			
			Set up your Gone Fishin’ Portfolio

			
			
					Invest 15% of your capital in U.S. large-cap stocks - by buying the Vanguard Stock Market Index fund. This fund tracks the broader market but returns are determined by the performance of U.S. large-cap stocks.

					Invest 15% in U.S. small-cap stocks - by buying Vanguard Small-Cap Index. This fund reflects the overall performance of smaller companies and is very broadly based.

					Invest 10% in emerging markets - by buying Vanguard Emerging Market Index. This fund captures the return of the major equity markets in Latin America, Eastern Europe and Southeast Asia.

					Invest 10% in European stocks - by buying Vanguard European Index. This fund reflects the performance of stocks in more than 15 developed European markets.

					Invest 10% in Pacific stocks - by buying Vanguard Pacific Stock Exchange Index. This fund reflects the overall performance of stocks in Asia, Australia and other parts of the Pacific Rim.

					Invest 10% in high-yield bonds - by buying Vanguard High-Yield Corporate Fund. This index fund includes intermediate-term corporate bonds which have a credit rating generally below investment-grade.

					Invest 10% in investment-grade bonds - by buying Vanguard Short-Term Investment Grade Fund. This follows an index of large corporations which are borrowing money and offering maturities of 1 to 5 years. These bonds are ranked as high quality or investment-grade.

					Invest 10% in inflation protected securities - by buying Vanguard Inflation-Protected Securities Fund. This fund reflects the U.S. Treasury Inflation Notes Index.

					Invest 5% in real estate - by buying Vanguard REIT Index Fund. Real estate investment trusts own an interest in commercial properties such as shopping centers, office parks, hotels, warehouses and apartment complexes. By buying shares in a REIT fund, you have exposure to the real estate market through an investment which is highly liquid. You also own a diversified portfolio of properties in a single investment which is good.

					Invest 5% in gold and other precious metals - by buying Vanguard Precious Metals and Mining Fund. This index fund follows the stocks of companies involved in mining gold and other metals and minerals.

			

			
			
			
			
			An ETF Gone Fishin’ Portfolio alternative

			
			
			
					To small investors who do not meet the minimum investment requirements for Vanguard or other mutual funds. Many of these funds have a $3,000 minimum investment criteria whereas ETFs have no minimums whatsoever.

					To investors who intend to invest annually rather than monthly. (ETFs incur brokerage fees, just like stock).

					To lump-sum investors who put most of their money to work up front and will likely be making relatively few if any additional purchases.

					To investors who already have most of their money in a brokerage account and who don’t want to move it for tax or any other reasons.

					To those who have investment portfolios which are big enough that trading commissions are not a major expense or drag on performance.

			

			
			
			
			
			
			
			
			
			
			
			Stick with the discipline required

			
			
			
			
			
			
			
			
			
			
					It prevents you from being so conservative with your investments your long-term purchasing power falls rather than keeping up with inflation.

					It also means you don’t handle your money too aggressively recklessly chasing investment fads.

					You don’t have to try and predict which individual stocks or bonds will outperform its peers. This means you don’t invest in the WorldComs or Enrons of the financial world which can be catastrophic for investors.

					You don’t need a broker, financial consultant or planner to attach themselves to your investment activities like a barnacle siphoning off fees each year.

					You don’t have to spend any time listening to the financial “experts” who are trying to predict which way the market will head. You’re positioned for growth no matter which way the markets and the economy move.

					You get your time back. You don’t need to stay glued to TV watching what’s happening in the markets. You don’t have to analyze and evaluate individual stocks, market trends or even fund managers. While others are trying to make sense of it all, you can do whatever you want.

			

			
			
			
			
			
			
			
			
			
			
			
			
			Have specific goals and realistic expectations

			
			
					How much money you save each year.

					How much new capital you add to your investments.

					Whether you rebalance regularly.

			

			
			
					Figure out how much income you want to receive each year you are retired.

					Multiply that number by 25 to figure out how much money you need to have in your investment portfolio by the time you are retired. For example, if you want to generate $100,000 a year in retirement income, you will need an investment portfolio of around $2.5 million working for you.

			

			
			
			
			
			
			Never forget time is your most precious resource

			
			
					Do a reality check - acknowledge that because you invest in stocks, that means your net worth is bound to fluctuate as the overall market ebbs and flows. It won’t be a steady ride upwards in value.

					Automate your investments - invest a consistent amount at regular intervals irrespective of whether the market is moving up or down.

					Act rationally -when you rebalance at periodic intervals, buy what is needed to get your portfolio back in the right proportions. Sometimes buying what everyone else is running away from will take courage so be prepared to do exactly that if the situation arises.

					Be perfectly happy to sit on your hands and do nothing -which will be hard to do when there’s lots of market volatility. Between rebalancing, do nothing. Let your investment strategy do its stuff. Resist the urge to tinker- all you’ll end up doing is making things worse.
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