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    Book Presentation: Eight Steps to Seven Figures by Charles Carlson


    Book Abstract


    About the Author


    Important Note About This Ebook


    Summary of Eight Steps to Seven Figures (Charles Carlson)


    Step 1: Start investing immediately.


    Step 2: Establish meaningful goals.


    Step 3: Buy only stocks or stock mutual funds.


    Step 4: Don’t worry about home runs – just concentrate on getting to first base.


    Step 5: Invest every single month – even if you don’t invest very much.


    Step 6: Buy and hold … and hold … and then hold some more.


    Step 7: Take whatever the government is prepared to give you.


    Step 8: Have a stable lifestyle – so any shocks that occur are financial only.

  


  
    Book Presentation: Eight Steps to Seven Figures by Charles Carlson


    Book Abstract


    Ordinary working people can create a seven-figure net worth within their lifetimes solely through a long-term stock investment program – and without starting out with a large chunk of capital or any specialist expertise. To prove this point, 170 people with investment portfolios greater than $1 million were studied to learn the keys to their success.


    Their real-world experiences were then distilled into eight key steps they had all had in common:


    
      	Get started as soon as possible.


      	Set meaningful goals along the way.


      	Invest only in assets that always grow over time – which means stocks or mutual funds.


      	Don’t try and make a killing. Just accumulate steady gains year after year.


      	Add to your investments every month, even if you can’t add much.


      	Don’t trade stocks. Buy and hold and then hold some more.


      	Take advantage of everything the government allows.


      	Maintain a steady lifestyle, living on less than you earn.

    


    What makes these eight steps and 170 success stories so compelling is that nothing exotic is required. In other words, any person with similar aspirations can do the same. Success in long-term investing isn’t limited to just a few with specialist knowledge or access to exotic systems. All that’s required is the right mindset, patience, personal discipline and perseverance. In fact, in many ways, success is just applied common sense.


    Anyone can invest their way to a million dollars if they do the same.


    About the Author


    CHARLES CARLSON is a chartered financial analyst. He is the author of Buying Stocks Without A Broker and No-Load Stocks. Mr. Carlson also co-authors two investment newsletters, The DRIP Investor and No-Load Stock Insider. He is co-manager of the Strong Dow 30 Value No-Load Mutual Fund. Mr. Carlson earned an M.B.A. from the University of Chicago. He has been widely quoted in the business press, including Forbes and USA Today. His Web site is located at http://www.8stepsto7figures.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 Eight Steps to Seven Figures (Charles Carlson)


    Step 1: Start investing immediately.


    Main Idea


    You’ll never have more than a million dollars in assets if you don’t get started somewhere. The power of compounding means time is your greatest ally. Therefore, begin now to switch some of your expenditure from consumption to investment.


    Supporting Ideas


    Compound interest is the single most important principle of investing. The greatest gains are always found in the last few years, but you can’t get to the highly profitable last few years without going through the low-profit early years.


    For example, to achieve $1 million in assets by age 65 assuming an 11-percent annual return and a reinvestment of profits:


    
      	A 20-year old needs to invest $67 per month.


      	A 30-year old needs to invest $202 per month.


      	A 40-year old needs to invest $629 per month.


      	A 50-year old needs to invest $2,180 per month.

    


    Investment success is the ultimate democratic process – a 15-year old has exactly the same opportunity to reach a seven-figure portfolio by age 40 as a 40-year old person does by age 65. And that holds true irrespective of race, creed or any other demographic factor. Investment returns are totally democratic.


    The most frequently used excuses for not starting an investment program immediately are:


    
      	
        I don’t have any money to invest.

        Most everyday millionaire investors start small by investing the money they would otherwise have spent on non-essential luxuries and other lifestyle items. They also take on part-time jobs, avoid consumer credit (like installment payments and credit cards) and live modestly in order to get together a few dollars to invest. Some everyday millionaires have started with as little as $5 per week put into their own investment program. You don’t have to have a lot of money coming in to start investing. All that’s required is a little creativity in finding ways to divert part of your current income stream into an investment program.

      


      	
        I don’t have enough money to invest.

        Many people sit on the sidelines because they don’t have $1,000 or $5,000 start an investment. In reality, you can invest as little as $10 a month in:


        
          	Dividend reinvestment (DRIP) plans of public companies.


          	Automatic monthly payments to no-load mutual funds.


          	Automatic payroll deductions to 401(k) plans.

        


        The bottom line is everyone can start investing, even with a very modest amount of money committed each month. It isn’t the amount that counts – it’s the discipline in getting going .

      


      	
        I don’t know enough.

        Actually, most people know more than enough to invest successfully – they just don’t realize they do. There are a number of inexpensive ways to educate yourself about the financial markets including:

      


      	Books – hundreds of titles


      	Financial magazines – Forbes, Fortune, Money


      	Newsletters – DRIP Investor, Personal Finance


      	Newspapers – Wall Street Journal, Investors Bus. Daily


      	TV shows – CNN’s Moneyline, Nightly Business Report


      	The Internet – hundreds of Web sites


      	
        I don’t have enough time.

        In reality, an organized investor only needs to spend a few minutes every day keeping everything organized. It’s easy to get that time by cutting down on time spent on recreational or nonproductive activities.

      


      	
        I’m too young.

        It’s impossible to start investing too soon. The earlier you get started, the better the returns compounding will generate for you. Besides which, the discipline of investing will help in every other area in life.

      


      	
        I’m too old.

        You actually have more time than you realize. People are living longer and longer. Even if you start investing late in life, you’ll still be better off in the future if you invest now. It’s never too late to achieve something worthwhile.

      


      	
        I don’t have a broker.

        You don’t need one. There are hundreds of online brokers who will handle stock transactions for you. You can even buy fractional shares if you want. Some brokers:


        
          	www.buyandhold.com


          	www.etrade.com


          	www.suretrade.com

        

      


      	
        The market is too high.

        Nobody knows for certain at any time whether the market is too high or too low. However, the longer you keep your money on the sidelines rather than in the game, the less likely you are of moving ahead. Don’t be discouraged.

      

    


    The moral is simple. The excuses really don’t stack up. You can’t even get to the other seven steps if you don’t make a start somewhere and build from there.


    Key Thoughts


    “People should just get started and not be afraid to make mistakes.”


    – Eileen Funk, California, $6 million investment portfolio


    “It took me twelve years to reach $50,000 in my investments. It took me fifteen and a half more years to reach $1 million. In forest economics, long-term investment and the time value of money are basic principles. I choose to use them in my own life.”


    – Robert Cole, 56-year old forest consultant with a $1.2 million investment portfolio


    “I wanted a better financial future more than I wanted things.”


    – Colleen Kemins, a retired court reporter with an investment portfolio of $2.1 million


    “Getting started is just a matter of looking at spending habits to see where one could cut down. Then cut down and save what you were spending foolishly. Too many people think big but never even start small. They would rather “invest” in the lottery than to start putting some nickels and dimes in a solid investment. It’s easy to see the “haves” got that way because they saved where they could, spent wisely and seldom if ever bought on time. The “have-nots” were mostly living payday to payday because they ate out too often, bought furniture on time payments, ran up big credit-card bills. Both my wife and I wanted to be different.”


    – Kelly T., millionaire investor


    “Saving a little bit on a regular basis over many years really adds up.”


    – Jesse Kahn, 59, $1.6 million investment portfolio


    Step 2: Establish meaningful goals.


    Main Idea


    Without goals, your investment program will struggle to get moving. It really doesn’t even matter what goals you establish just as long as your goals makes sense to you.


    Supporting Ideas


    Good investment goals:


    
      	Accurately reflect something you personally feel very passionate about.


      	Are specific so that progress can be measured and evaluated regularly.


      	Are in writing in order to make them concrete and achievable rather than vague and nebulous.


      	Are few in number – otherwise you’ll dissipate your efforts so widely you’ll miss out on the power of compounding.


      	Are kept to yourself – because there are always loads of people who can tell you why it can’t be done.


      	Are broken down into small, realistic steps which cumulatively lead in the right direction.

    


    Goals are actually more important than concrete plans because goals provide the motivation to action. Once you get moving, you’ll learn more, and you can then start developing plans that make sense in response to the specifics of the circumstances at hand.


    The best investment plans:


    
      	Are simple – easy to start, easy to maintain and easy to understand and explain.


      	Are personalized – because they reflect your preferences alone and don’t need to make sense to anyone else.


      	Are specific – because that helps focus commitment and encourages action.

    


    Key Thoughts


    “One preconceived notion I had about millionaire investors was that each had a definite plan in mind to achieve his or her goal. I was wrong. An overwhelming number of everyday millionaires I surveyed and interviewed had no plan when they started investing. And those that did have a plan had something extremely basic — “To save 5- to 10-percent of my income,” was a popular plan of attack. That sounds hard to believe, yet, in retrospect, it makes perfect sense. Almost to a person, the millionaire investors I surveyed had no investment experience before starting. The reason they didn’t have a plan is because they didn’t know enough to have a plan. But not having a plan didn’t stop them from starting.”


    – Charles Carlson


    “Invest regularly, as much as you can comfortably for as long as you can. One hundred dollars a month for twenty years turns into a lot of money. Don’t wait.”


    – Rex Trotter, 40, $1.2 million investment portfolio


    “I never started with a specific dollar amount in mind but rather with the desired result. We invested as much as we possibly could as fast as we could.”


    – Bart Hayes, 48, $1.2 million investment portfolio


    Step 3: Buy only stocks or stock mutual funds.


    Main Idea


    To become rich over time, the only game in town is to own stocks. Don’t waste time on anything else. All you need is the patience to buy stocks and hold them for 20- to 30-years. And then once you are rich, you stay rich by buying bonds – nothing else.


    Supporting Ideas


    Over the long haul, stocks out-perform every other type of investment. Since 1926, stocks have appreciated at an average rate of 11.2-percent per year, well out-performing government bonds (5.3-percent), money-market investments and real estate.


    Therefore, instead of allocating your assets across different types of investments, buy different types of stock:


    
      	Large capitalization stocks. (Market capitalization > $10 billion)


      	Small capitalization stocks.


      	Mid-sized stocks.


      	International stocks.


      	Speculative stocks.


      	Value stocks.


      	Growth stocks.


      	Income stocks.

    


    Usually, the most practical way to buy stock is through a dividend reinvestment plan (DRIP) which allows you to buy a small number of shares over time with no brokerage fees. In these plans, any dividend [aid can then be used to purchase additional shares. A large and increasing number of high quality companies (including the blue chips) offer company run DRIPs you can participate in.


    Keep in mind the following points:


    
      	An all stock investment strategy works only if you are continuously invested for 20-years or longer. Don’t try and use it for the short-term investment of funds needed to meet fixed commitments because any market volatility within that time may prove to be disastrous.


      	An all stock investment approach requires that you buy more stock when the market is down rather than exit. Market downturns give you the opportunity to accumulate more shares for long-term gains.


      	Once you have a sizable stock portfolio, it does make sense to move part of your assets into bonds or cash. That way, you can weather short-term market fluctuations with less drama and greater peace of mind.

    


    Key Thoughts


    “You will not build a seven-figure investment portfolio without owning stocks for a long time. Fortunately, you don’t need anything else but stocks and time to get rich. It really is that simple – buy nothing but stocks and hold for twenty or thirty years.”


    – Charles Carlson


    “Being in bonds and certificates of deposit is risky because one’s money loses value over time.”


    – Sandra Bally, Virginia, $4.6 million investment portfolio


    “You may have to sacrifice today for a better tomorrow. But if you’re up to the task, following the eight steps will make you a better investor. And a wealthier one, too.”


    – Charles Carlson


    Step 4: Don’t worry about home runs – just concentrate on getting to first base.


    Main Idea


    Focus on quality when buying stocks rather than trying to find something that will make a huge gain in the immediate future. You’ll do far better by staying in the game and generating a 10-to 15-percent gain year-in and year-out than you will by trying to get into a highly speculative stock.


    Supporting Ideas


    The essential idea is that you become a seven-figure investor by investing in stocks and not as a direct result of investing in one or another specific stock. For example, a $10,000 investment in stock that rises 15-percent per year consistently will be worth $330,000 in 25 years.


    There are actually as many different ways to pick stock as there are investors. As a group, the everyday millionaire investors tend to choose “high quality” stocks, with the term “high quality” meaning:


    
      	Quality companies dominate their industries. Therefore, buy the leader in any industry and you won’t go too far astray.


      	Quality companies are active in growing rather than cyclical markets. As the industry grows, a quality company will always grow as well.


      	Over the longer term, stock prices reflect profits. Thus, quality companies increase earnings consistently.


      	Quality companies have strong cash flows and realistic levels of debt. That is, they are in a sound financial position, and make corporate decisions accordingly.


      	Quality companies increase their dividend payments faster than others in their industry can achieve.


      	Quality companies are those that you’d personally like to own. They are the type of businesses that appeal to your tastes and interests, and which are well run.

    


    By and large, millionaire investors tend to invest in stocks they know and understand. These are companies they come into contact with on a daily basis. That allows them to play to their strengths, and also provides frequent opportunities for the ongoing progress of the company to be directly measured.


    At the same time, successful investors resist the urge to invest in stocks or industries which they have no feel for or experience with. They also tend to avoid derivative securities like futures and options as requiring altogether too much specialist knowledge. Futures and options are highly speculative – the financial equivalent of going for the home run when in reality all that’s needed is to stick to hitting singles every time at bat.


    So once you’ve identified a quality company by your own personal criteria, when’s the best time to buy? Actually, if you have a long investment horizon, the original share price won’t really matter all that much. Generally speaking, it’s better to err on the side of paying a little more for quality because time will bail you out. That approach always pays better dividends than investing in something that seems like a bargain, because “cheap” stocks invariably end up getting cheaper and cheaper until you have nothing left.


    What should your approach be if you buy a quality stock and the price immediately declines sharply? If you’ve done your homework, you should buy more and wait. Eventually, the market price will reflect the business fundamentals which you used to gauge the stock as high quality in the first place.


    Fortunately, the Internet makes it easier than ever before to search for publicly traded stock that meets your quality criteria. Some great stock search engines are found at:


    
      	www.stockscreener.com


      	www.irnet.com


      	www.dailystocks.com

    


    Most of these same guidelines also apply to the selection of mutual funds. The most common millionaire strategies for considering the relative merits of a mutual fund are:


    
      	Buy only no-load funds – which have no sales fees.


      	Avoid any funds whose annual expense ratios exceed 1.4-percent.


      	Buy funds with an annual turnover of less than 100-percent, and preferably less than 50-percent.


      	Avoid fast growing funds in small-company stocks. The need to deliver outstanding returns makes the fund manager’s job extremely difficult.


      	Only buy funds with a track record of 3-years or longer.

    


    Again, with mutual funds, avoid the urge to achieve stellar returns and look for funds that deliver stable, sustainable year-to-year growth. To choose from the array of funds available, take advantage of the Internet. One of the best sites for evaluating mutual funds is found at www.morningstar.com.


    Key Thoughts


    “Forget hitting the home run, Concentrate on building a quality portfolio and adding to those positions on a regular basis.”


    – Jackson Fogle, Missouri, $1.2 million portfolio


    “You buy the wrong business at 25-percent less that you should, and you take a little longer to go broke. You buy the right business at 25-percent more than you should, and you make five times your money instead of six.”


    – Theodore Forstmann, professional investor quoted in Money Magazine


    “That you invest is much more important than in what you invest. Stated another way, you become a seven-figure investor not because of the stocks you choose, but because you choose to invest in stocks.”


    – Charles Carlson


    “I became an investor by accident. A coworker showed me a copy of the financial magazine because it had a feature on her brother-in-law, a home remodeller. I thought the story about her brother-in-law was not nearly as interesting as the stories about investments and they, in turn, not nearly as interesting as the ads.”


    – Humberto Cruz, financial journalist for the Sun-Sentinel, $1 million investment portfolio


    “I’ve always taken the attitude


    

    

    

    

    Main Idea


    

    Supporting Ideas


    

    

    
      	If you invest $10,000, make no more contributions and enjoy an 11-percent per year gain, you’ll have $80,623 in 20 years.


      	If you invest $10,000 and then add just $50 a month, you’ll end up with $133,029 after 20 years.


      	If you invest $10,000 and then manage to add $100 per month, your total grows to $176,707 after 20 years.

    


    

    

    

    
      	Putting their investment program on autopilot so everything happens automatically – they don’t even have to write out a check. This can be done through:

        
          	Automatic debits from bank accounts to mutual funds.


          	Payroll deductions into 401(k) programs.


          	Automatic investments in DRIPs.

        

      


      	Reinvesting stock dividends into the purchase of more stock from the same company. Most companies and mutual funds allow this to be set up so it happens automatically without any paperwork being required.


      	Ignore totally whether the current market is labeled a “bull” or “bear” market by the analysts and view it instead as a resource where long-term wealth can be generated over time.

    


    

    Key Thoughts


    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    Main Idea


    

    Supporting Ideas


    

    
      	Even with the low commissions available from Internet based brokerages, the transaction costs eat into profits if you buy and sell frequently.


      	Whenever you sell, you must meet the spread between the “buy” and “sell” prices. For some stocks that might not be much, but for others it can be significant.


      	If you turn your investments over in 12-months or less, you’ll be taxed roughly 40-percent of your gains for your troubles. By contrast, if you wait longer, your tax liability is usually halved.


      	The longer you have your money out of the market while you evaluate a new investment, the less time you’re allowing the market to generate gains for you.


      	When you sell one investment to move to another, you run the risk of moving out of something you should buy and into something you should sell.


      	A new investment has to do a lot better than your old investment just to cover the costs of changing. That means you’ll be asking a lot of your new investment.


      	If you believe that markets are reasonably efficient over time, then trading stocks will put you behind the market by the transaction costs. You won’t add value just by moving from one stock to another.


      	The biggest risk of investing is not being invested when the market goes down – it’s in being out of the market when it goes up. If you try and time the markets, invariably you’ll miss out on more upside gains than you’ll minimize downside risks.

    


    

    
      	The reason you brought the stock in the first place – like an exciting new product – turns out to be wrong.


      	The company eliminates its dividend because of poor earnings.


      	Key changes in the management team suggest troubled times ahead.


      	Debt levels that are rising so rapidly the company will have trouble servicing them.


      	The company makes an acquisition that takes it into a field you’re uncomfortable about.


      	You have some concerns about the company’s future prospects and it makes up a huge proportion of your total net worth.


      	The investment fails to meet the reasons you bought it in the first place.

    


    

    Key Thoughts


    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    Main Idea


    

    Supporting Ideas


    

    
      	If you always hold an investment for at least twelve months, you’ll pay tax of 20-percent of the profits rather than 40-percent.


      	The longer you wait to sell an investment, the longer you’ve deferred having to pay any taxes at all.


      	Every dollar you invest in your 401(k) plan lowers your tax bill and defers payment of any taxes until your money is withdrawn. And, importantly, a 401(k) plan allows you to choose where your contribution is invested – in public stock, stock funds, bonds or money-market mutual funds. And, to top it all off, most employers also offer a “matching” contribution where the employer will contribute funds to your 401(k) plan up to a specified limit. This is the reason 401(k) plans have grown from roughly $92 billion in 1984 to more than $2 trillion in 2000.


      	Good 401(k) plans have these attributes:

        
          	Low cost investment options.


          	Low administrative costs.


          	Flexibility to change allocations.


          	A realistic vesting period of 7-years or less.


          	The right to enroll quickly on employment.

        

      


      	To take full advantage of a 401(k) plan:

        
          	Avoid trading investments frequently.


          	Avoid making totally “safe” investments.


          	Contribute as close to the maximum as you can.


          	Don’t have all your eggs in one basket.


          	Avoid borrowing against your 401(k) plan.


          	Roll over your 401(k) plan when you change jobs.

        

      


      	Individual retirements accounts (IRAs) are the other alternative for retirement investment sanctioned by the government.


      	IRAs allow for $2,000 per year to be invested and come in two varieties:

        
          	Traditional – where taxes are payable on withdrawal.


          	Roth – where no taxes are payable on withdrawal.

        


        
      

    


    

    

    
      	www.strongfunds.com


      	www.financenter.com

    


    

    Key Thoughts


    

    

    

    

    

    

    

    

    

    

    

    

    

    Main Idea


    

    Supporting Ideas


    

    

    

    
      	Divorce – which can be extremely costly both emotionally and financially.


      	Job-hopping – which has loads of peripheral issues like housing, transferring 401(k) plans and so on.


      	Having children – which is extremely rewarding on a personal level but expensive from a purely financial perspective.


      	Buying a new home – which at best is financially neutral but usually ends up chewing cash.


      	Medical care costs – which need to be allowed for.


      	Caring for parents or relatives – which again is an item which needs to be planned for and anticipated.


      	Lawsuits – where a momentary lapse in judgment can have far reaching financial consequences.

    


    

    

    
      	Failing to start early – because they realize later just how much more wealth they could have built by starting earlier.


      	Selling too soon – trying to lock-in an immediate gain rather than riding a winner all the way to the sky.


      	Selling too late – in the hope that a company will turn itself around and start heading upwards again.


      	Blindly following the advice of others – instead of doing their own research and following their own instincts.


      	Being out of the market when it advances – and missing the benefits of a long-term upwards trend.


      	Trying to time stock purchases to the second – whereas they should never worry about paying a little more for a quality stock.


      	Investing in futures, options and speculative stocks – instead of sticking with a long-term investment program in high quality stocks they understand.


      	Reacting to the daily news too quickly – because by the time they hear about it, those in the know are already securely positioned to benefit from the mass’s actions.


      	Ignoring attention to detail – like structuring taxes, taking advantage of every way to save money and keeping accurate records.


      	Buying “cheap” stocks – that end up getting cheaper and cheaper the longer they hold them.

    


    Key Thoughts
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