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A. Whom This Book Is for
and What It Can Help You Accomplish
If custom-designed financial peace of mind is the obvious solution
to a problem that successful physicians face, then you might
rightly ask:
What exactly is the problem that is being solved?
As a successful physician, how will my family and I
benefit from the suggested solution?
What exactly is the solution, why does it work, and how
do we know it works?

And finally, if the solution is so obvious, why isn’t it
more widely applied?
Before we dive in and answer these questions, please
consider the following:

Sometimes in life, the simplest things can make the
biggest difference.
Unfortunately, regardless of how unhappy or dissatisfied we
might be, we are unlikely to notice or become aware of those
simple things—even if they are right in front of us—if we are
saddled with years of history, inertia, and suboptimal ways of
doing things. Chapter II of this book, “Life Cycle Challenges
Faced by Successful Physicians in Uncertain Times,” sums up
many of the challenges you may personally be feeling, as well as
the less-than-ideal solutions that are often proposed or put in
place.
Like it or not, none of us can know what we don’t know, and if
we don’t know that different and better options exist, we are likely
to just stop looking for them. The solution being presented in this
book is not always easy to execute well. But it is in many respects
a simple and obvious solution—one that really works—and can be
summed up like this:

We have two main hopes for you. First, that by the time you
have finished perusing this book, this simple and obvious solution
will be quite clear and make a great deal of sense to you. And
second, if the solution applies to your situation—and you don’t
already have it or something like it in place—you will take
immediate action and move forward in implementing it. (One way
to move forward, as we’ll discuss later, is to receive a free, noobligation second opinion on your situation from our firm.)
Of course, notwithstanding our deep expertise in working with
physicians, our firm may not be the right match for you. Still, there
is no doubt that a great fit for you and your family is out there.

Ultimately, if this book motivates even one reader and his or her
family to move from dissatisfaction to satisfaction, from doubt to
clarity, or from haphazard handling of the many elements of their
financial and financial-related life to a comprehensively secure
and content state of mind, it will have accomplished its purpose.
But how can you tell, to begin with, whether the wealth
management solution described here is appropriate for you and
your family? First, the problems and solutions being explored here
apply mainly to successful physicians and families who are fairly
financially affluent, meaning those who have $1 million or more in
investable liquid assets. If you are not (yet) in that economic
category, you may still gain a lot of value from certain chapters of
this book, especially Chapter II, but also parts of Chapters III, IV,
and V.
Second, consider whether the solution will likely benefit you
and your family. Ask yourself whether you have any doubts at all
as to both how your money is now being invested and how all of
your financial and financial-related affairs are being handled. Put
differently, are you already experiencing complete financial peace
of mind? Fortunately, if you already are working with a caring and
proactive wealth manager, you should be able to breathe a big
sigh of relief even when the unexpected happens or the financial
news turns dark.
In our experience, to provide this kind of financial peace of
mind takes a custom-designed plan by someone with:

a big-picture but detailed understanding of the many
pieces of a successful physician’s, and his or her
family’s, life situation and circumstances;
an evidence-based understanding of investments; and
a comprehensive approach to wealth management.
If you want to learn more about the life cycle challenges that
are faced by physicians, please turn to the next chapter. The rest
of this chapter will first discuss, in some detail, the wealth
management formula that we use, and then turn to the kind of
comprehensive process that effective wealth managers use to
assist their clients.

B. The True Wealth Management Formula
To keep things simple, we will define a “wealth manager” as
someone who understands and practices, to the benefit of his or
her clients, the formula for true wealth management:

This formula states the three main elements of affluent wealth
management and how to address them. Written out, it stands for
Wealth Management equals Investment Consulting plus
Advanced Planning plus Relationship Management. Let’s briefly
go through the formula’s elements one by one.
First, Investment Consulting (IC) is the astute management
of investments over time to help you and your family achieve your

short – and long-term financial and financial-related goals and
dreams. It requires the wealth manager you are working with to
deeply understand everything about you, including your most
important challenges. With this kind of understanding, he or she
can design an investment plan that takes your time horizons and
tolerance for risk into account so that it will maximize the
probability that you and your family will achieve all your goals and
dreams.
Importantly, a wealth manager will also follow the dictates of
what has been called evidence-based investing—what has been
both academically and pragmatically successfully demonstrated—
which we’ll delve into in the next chapter.
The next element of the formula for wealth management is
Advanced Planning (AP). Essentially, Advanced Planning
means that all of the aspects important to your long-term financial
and financial-related outcomes must be carefully elucidated,
thought through, and comprehensively planned for so that all
these various elements work together, in sync and in harmony, for
your (and your family’s) greatest benefit. The Advanced Planning
component further breaks down into four specific areas.

The sub-elements of Advanced Planning are:
Wealth Enhancement (enabling you to keep more of
what you earn, primarily through tax planning);

Wealth Transfer (making sure that the eventual transfer
of your wealth to future generations is carefully thought
through and correctly executed);
Wealth Protection (making sure your wealth isn’t
unjustly taken from you, by ensuring that you have
adequate insurance and that ownership of your assets
is properly taken care of legally); and
Charitable Giving (making sure your charitable
intentions, if you have any, are implemented in as
impactful and cost-effective a way as possible). Note
that this part of the wealth management formula will be
considered later as part of our discussion of estate
planning.
Put somewhat differently, Advanced Planning is all about (a)
enhancing your wealth through effective tax planning, (b) making
sure your wealth is transferred in such a way that your heirs are
taken care of, (c) seeing that your wealth is properly protected
through appropriate insurance and correct titling of assets, and,
finally, (d) making sure your charitable intentions, if any, are as
impactful as possible. We will discuss these Advanced Planning
sub-elements in more detail later.
As previously indicated, the Advanced Planning part of the
formula is often the hardest part for a wealth manager and his or
her clients to work through. A wide variety of personal, emotional,
and potentially difficult-to-think-about issues are likely to
eventually arise and, in fact, often have to be considered if a
comprehensive and intelligent plan is to be thought through and

then put into place. You must, therefore, trust your wealth
manager completely and also feel that he or she actually cares
about you and your family. Later, we will say more about how you,
as a successful physician, can go about finding the right wealth
manager.
Finally, let’s return to the last element of the formula for wealth
management, which is Relationship Management (RM). This
doesn’t mean a wealth manager is a social butterfly or party
planner but instead refers to his or her ability to coordinate a team
of experts and professionals on your behalf. Typically, this team
will include, at minimum:
a CPA or other accountant,
an estate attorney, and
a high-end insurance provider.
Why is such a team needed? As an experienced care provider
yourself, consider for a moment how unusual it is these days for
someone with a complicated medical situation to be looked at and
treated by only a single physician, with no other input or review by
anyone else. Similarly, the financial reality of today’s world has
become so complex that no single professional can keep up with
or have extensive expertise in all the challenges, changes,
products, and solutions that might be relevant to a client’s
situation.
Instead, in addition to having a firm handle the Investment
Consulting part of the formula, a wealth manager will work with a

team of experts from the fields mentioned above—including those
you already know and work with and would like to continue
working with—to make sure that all the aspects of your wealth
management plan make sense when looked at together. In fact,
this comprehensive approach is one of the three hallmarks of
successful wealth management, as we shall now explain.

C. A Comprehensive, Consultative, Proactive
Process
As a successful physician, you may already work with a financial
advisor, and you might be wondering, “What’s different, really,
about working with a wealth manager as defined here?” The
bottom line is that a wealth manager will not only understand all of
the elements of the formula for wealth management described
above, but he or she also will have a proven and well-defined
process in place to uncover and then move forward with your
goals, your dreams, and the key challenges before you. With such
a process in place, instead of focusing on reinventing the wheel, a
wealth manager can focus on bringing you maximum benefit and
financial peace of mind. The wealth management process that we
use at The O’Donnell Group is shown below. We’ll now turn to the
three major defining characteristics of this process.
First, the process is comprehensive. Anything and everything
of financial and financial-related importance to you (and your
family) is taken into account and optimized. This means that at
the front end, tried-and-true methods for uncovering what’s

important to you will be brought into play.
For example, at our firm, in the first discovery meeting, in
addition to gaining an overview of your assets and liabilities, we
will spend approximately one and a half to two hours walking you
through a series of questions around seven major themes. These
questions allow us to understand your values, what’s important to
you about money, your goals (personal, professional, and
financial), the relationships and people important in your life, and
who your other professional advisors are.

Then, working with the team of experts previously described,
we make sure that all parts of your situation are considered
together, because it’s only from that holistic, comprehensive
perspective that we can optimize everything on your behalf.
Ultimately, if something is—or might be—important to you, then a
wealth manager will have a reliable process in place for finding
out what it is and for making sure you experience the best
possible outcomes with regard to it.

Second, the process will be consultative. This means that a
wealth manager will treat you as a responsible, intelligent, and
empowered colleague, and will go out of his or her way to find out
how you want to work, how you want to be communicated with,
and what you feel strongly about. In addition, because only so
much can be accomplished in one meeting or session, the
consultative process will usually unfold over a series of several
meetings. Here’s how we do it at The O’Donnell Group:
Day 1: At the discovery meeting we review your
current financial situation, where you want to go, and
the obstacles you face in achieving what is important to
you. This meeting typically lasts 90 minutes.
Two Weeks Later: At the investment plan meeting,
using the information gathered at your first meeting, we
present a complete diagnostic of your current financial
situation and a plan for achieving your investmentrelated goals.
One Week Later: At the mutual commitment
meeting, we discuss whether your situation is one
where we would truly add value. If the answer is yes,
and we decide to work together, you will now officially
become a client. Essentially, you are committing to
working with us, and we are committing our time and
resources to helping you achieve everything that’s
important to you and your family.
45 Days Later: At the 45-day follow-up meeting, we
will help you organize your new account paperwork
and answer any questions you may have.

90 Days Later: At regular (typically quarterly)
progress meetings, we will give you a progress report
and check in with you on any important personal,
professional, or financial changes in your life that might
call for an adjustment to your investment plan. In
addition, at the first regular progress meeting, we will
present your advanced plan—a comprehensive
blueprint for addressing the Advanced Planning needs
described above, developed in coordination with the
wealth manager’s network of expert professionals. At
subsequent progress meetings, together we will decide
on how to proceed with specific elements of the
advanced plan. In this way, over time, every aspect of
your complete financial picture will be optimally
managed.
Finally, a wealth manager’s process is distinctly proactive. He
or she will, of course, provide you with top-notch service in every
way, including providing reasonable investment returns. He or she
will also be on the lookout to ensure that everything that is of
importance to you as a successful physician is being continually
scanned for and taken into account.
Later, we will discuss how the RIA (Registered Investment
Advisor) status of many wealth managers ensures that they have
a fiduciary obligation to you that legally ensures their proactive
stance. Even more important, however, is that a wealth manager
will think of himself or herself as your personal CFO, someone
who takes pride, pleasure, and professional satisfaction in

proactively addressing everything of importance to you and your
family.

A. Your Unique Situation as Framed by
Persistent
and Pervasive Challenges
At the core of wealth management is a two-pronged proposition:
(a) that every individual and family is unique and (b) will therefore
most greatly benefit from a custom-designed, comprehensive
financial plan that addresses their unique situation. That’s why the
kind of multilayered, multistep, proactive process described in the
previous chapter is so essential. Importantly, intimacy cannot be
built immediately. Instead, it takes a good deal of time to have the
necessary conversations to really get to know you and your

family, learn what’s important, and get to the bottom of your
unique situation (and uncover any imminent crises or action items
requiring immediate attention).
At the same time, there are persistent, recurring, and common
problems that many, if not most, physicians face. At The
O’Donnell Group, we have been fortunate enough to work with
many successful physicians. We have also conducted extensive
research, including personally undertaking research interviews
with physicians, to learn in detail about the roadblocks and issues
that they face. So, while you may not have encountered all of the
following potential problems and obstacles—for example, you
may have graduated with little student debt because of
scholarships, a previous nest egg, or affluent and generous
parents—it is likely that you will recognize many of the life cycle
challenges we are about to describe.
That is, regardless of whether you yourself or some of your
friends and colleagues have been daunted by these life cycle
challenges, we are betting that, for the most part, you will know
exactly what we are talking about. Taken together—and then
reinforced and discussed by many physicians over time—these
life cycle challenges have shaped the way that many physicians
discuss the realm of investing and financial matters. And while
some of this distilled “received wisdom” is useful and accurate,
some of it can be more harmful than helpful, and ultimately results
in the “trust problem” that we will describe at the end of this
chapter, after reviewing life cycle challenges and recent historical

trends.

B. Life Cycle Challenges: From the Early
Years Through Retirement and Beyond
The following chart shows a variety of typical challenges that
many physicians experience at different times during their career.
In the leftmost column is time frame, and in the other five columns
are challenges. There are, of course, more than just five
challenges during each of these time frames. The ones listed
here, however, are among the most significant, and will give you
an even better understanding of why comprehensive wealth
management is of vital importance and how it can help you and
your family.

The Early Years: A Financially Challenging Start

Physicians are absolutely essential and highly valued members of
modern society. Schooled in the protocols, pressures, and
pragmatic necessities of helping people feel better and live
longer, healthier, and more productive lives, physicians are
rewarded with careers that are often exciting, prestigious, and
lucrative.
But “lucrative” takes time, and the path to becoming a
physician is often financially challenging. Consider the “Debt Fact
Card” put out by the Association of American Medical Colleges
(AAMC) in October 2016. It tells us that for those going to public
medical schools, the mean indebtedness upon graduation for the
class of 2016 is $180,610, and for graduates of private medical
schools it is $201,301.1 (The respective median figures are
$180,000 and $200,000.)
But the amount of debt is not the only consideration here. On
average, medical students matriculate at age 24 and graduate in
their late 20s, and many do not finish residency until age 30.2

For those who specialize, it may take even longer, and all the
while there will have been an accrual of what economists call
“opportunity cost”—that is, how much the medical student and
then resident could have been earning had he or she, for
example, gone straight to work or perhaps gone to just two years
of business school and started working at age 26. According to
one 2017 online guide for medical students, “the total cost of
attending medical school including lost opportunity is around
$800,000.”3
As this same guide puts it:
While the cost of medical school in and of itself is
certainly high, the true cost of becoming a doctor is in
years and years of your life.…Doctors are half a million
dollars behind in real and potential losses, all by their
early 30s.4
Whether this “lost opportunity” cost is taken into account,
there is no question that, on average, physicians start with a large
amount of personal debt, and they don’t launch into the economic
sweet spot of their careers until substantially later than many of
their peers.
On top of all this, however, three additional factors conspire to
make it difficult for physicians to truly get on top of their financial
situation and destiny. The first is that few medical schools offer,
and even fewer require, courses on personal finance, debt
repayment, or running a business. As one doctor who is also a
financial advisor writes:

The ultimate goal of every young physician while in
medical school and residency should be to become a
remarkable doctor. However, what if one of the biggest
factors of being a great doctor was not addressed from
the start? …
When I first started working with medical residents, I was
somewhat shocked to hear that their medical schools and
residency programs did not provide any financial
courses.…[T]heir programs fail to provide enough, if any,
guidance on everyday finances.…
Financial literacy is a problem in this country, and even
though medical professionals are brilliant, many have not
had time to learn about everyday finances. In a perfect
world, fourth-year medical students would be required to
take a course on student debt repayment. In residency,
you would have another required class on general
financial wellness. You would tailor the course around
budgeting, investing, risk management, credit cards,
home and car loans and emergency funds.
Would I expect physicians to become do-it-yourself
financial planners? No, but we could at least support
them with proper tools and provide a blueprint.…It is time
to start teaching financial literacy to young physicians—
not so they can be day traders, but to allow them to be
better doctors, which benefits us all.5
This lack of a proper financial educational foundation is further

compounded by the “target on their backs” phenomenon. Far too
often, those who encounter young physicians—from new
acquaintances to family and school friends—see them not only as
eventual big earners but also easy sales targets. This is
especially true when an old friend or new acquaintance makes a
living selling investments, insurance, real estate, or almost
anything else. Some doctors fall prey to such predatory “friends,”
while others develop a deep distrust for all financial advisors, a
subject we will return to.
And then, on top of everything else, young physicians often
simply don’t have enough time in their lives to address everything
that they need to, both professionally and personally.
Professionally, they have their careers and work environments to
navigate, patients to attend to, and medical and technological
advances to stay current with. Personally, they must take care of
themselves, stay healthy, and participate in their social lives with
friends and family. In the end, there is very little time left for them
to take a step back and focus on their short – and long-term
financial big picture.
Some young physicians, of course, are indeed financially
savvy and able to pull all this off, either by themselves or with
some outside (usually professional) help. But far too many pay far
too little attention to their financial lives and the long-run
opportunities and consequences that really should be attended to.
As a result, many mistakes are made early that could have been
avoided with caring and competent professional assistance.

Throughout Their Careers: Ongoing Stresses and
Challenges
Notwithstanding their generally high incomes—which can vary
greatly based on location and type of practice—physicians in the
main sequence or heart of their careers face substantial financial
challenges. Some of these are the same ones that younger
physicians face. For example, if anything, they have even less
time in their lives to do everything they want and need to do. This
is compounded by the fact that many successful physicians, as
they advance in their careers, take on public-facing speaking
engagements, engage in educational and supervisory duties, and
otherwise serve on the boards of directors of companies or
charitable organizations.
Similarly, still without much direct financial education, many
successful physicians are nonetheless called upon to manage
increasingly larger cash flow and debt issues, whether in regard
to their own private practice or small group (if they are in one), or
just with respect to their own personal finances. Facing a general
lack of time in their lives, and often lacking a robust financial
education and proper training, the need to manage money and
business operations can become wearisome and lead to
substantial mistakes.
It is also at this time in their lives, as they begin to reduce their
student debt and make some real financial progress, that many
physicians become particularly aware of the need for significant
malpractice and disability insurance. All physicians, regardless of

how much they care and how competent they are, can find
themselves the target of a lawsuit. This makes proper levels of
protection an existential career necessity.
Similarly, physicians—just like everyone else—can become
sick and unable to work, which means that disability insurance is
also a necessity. Determining the right level of insurance can be
tricky, especially if you are dealing with someone whose primary
purpose is to sell you as much of it as possible. Finding a
reputable and trustworthy insurance provider takes focus and
time; as already indicated, most successful physicians do not
have a great deal of “extra” of either of these available to them.
There are, of course, also a variety of real-time historical
challenges and difficulties facing physicians today, which we will
turn to shortly.

During Retirement
Retirement—both the lead-up to it and the actual experience of it
—is also fraught with potentially difficult financial challenges.
Given their high incomes, many successful physicians and their
families have become used to what other people might consider
an expensive lifestyle. While it used to be thought that individuals,
couples, and families in retirement would spend substantially less,
possibly needing to replace only two-thirds or so of their previous
incomes, more recent figures tend to peg the amount that is
needed at 90% of preretirement expenditures. Yes, there might
not be day-to-day commuting expenses, but now there is an

increased desire to travel, purchase
experience cultural offerings, and so on.

vacation

properties,

With proper planning, including decades of decent
investments and reasonable returns behind them, some
physicians and their families will have no trouble meeting this
90% replacement income figure. But others, who were counting
on selling their practices or on continuing with part-time work
during retirement, may face unpleasant surprises.
As to selling a practice, the increasing rarity of physicians
maintaining a private individual practice throughout their careers,
plus the nature of group practices and ownership shares, has left
far fewer successful physicians with the option of selling their
practice (or their part of it) to fund their retirements. That is, more
and more frequently, it is a mistake to think of and treat medical
practices as long-term assets that can one day can reliably be
sold to fund retirement.
As for part-time work, the time requirements are often more
than a retired physician is willing to commit to, and the
remuneration is often less. Over-relying on the availability of parttime work after retirement from a mainstream medical career,
especially for the long run, can be a substantial error.
Additionally, assuming it’s still there for the wealthy, Social
Security will provide a smaller percentage of a higher-earning
physician’s needs in retirement compared to lower lifetime income
earners. Suppose a successful physician and his or her family are
used to living off of an income of $500,000 yearly. U.S. Social

Security payments max out at roughly $33,000 in 2017 for
someone who has had the maximum taxable earnings for at least
35 years. If you are used to earning $100,000, you would have to
make up $67,000, or 67% of your previous income, from other
sources. But if you are used to $500,000 in average income, you
would have to make up $433,000, or roughly 87% of your
previous income.
Of course, one previous challenge—that of not having enough
time—may diminish as a problem, but in its place there may arise
a related but different potential challenge: having too much time.
In retirement, there is a very different equation that we all must
face with regard to questions not just of money but also of
meaning. Those who have not thought through what retirement
means to them and how they want to experience it may suffer a
diminishment of energy or even the will to live.
While it may be that some people retire early because they
are already unwell, it is also true that “study after study has shown
that people who retire early tend to die sooner.”6
It’s very important to think through questions of meaning
ahead of time. Determine how you will want to live and what you
will want to do, and then you will be far more likely to be
financially prepared to make everything work the way you want it
to.

Estate Planning and Beyond
In some ways, successful physicians face the same kinds of

challenges that other people do regarding estate planning, wealth
transfer to future generations, and end-of-life planning generally.
For example, most people tend to think of an estate plan—and
the wills, trusts, and beneficiary designations that go along with it
—as a one-and-done exercise, something that can be handled
once and then forgotten. In fact, it is much better to think of an
estate plan as an impactful tool that can be used to bring about
specific desired long-term outcomes.
For example, suppose a successful physician has one child, a
daughter, about to go off to college. If an estate plan is
architected around the daughter, and then the physician’s
situation changes—he dies, his wife dies, or there is an economic
bonanza or an economic calamity—or the daughter’s situation
changes, different outcomes might be desired, and the plan will
need to be updated. Used as both a carrot and a stick, an estate
plan can help shape the future of a child or children by
engendering long-term productivity and other positive life
outcomes, but the exact ways in which it does this need to be in
response to real time emergent life conditions.
As a general rule, then, estate plans should be thought of as
fluid documents that change to reflect both current events and
desired future outcomes, and should be updated or looked at
frequently—no less than every few years. And, of course, when
the estate plan is updated, care should be taken that all
appropriate “stakeholders” in the family are given their due, and
that all beneficiary and ownership designations in all trusts,

pensions, retirement plans, and other assets and property are
also updated and checked. It’s particularly important to check that
all beneficiary designations on all financial accounts are correct
and as intended, because in many cases the beneficiary
designation on your accounts will have its own independent effect
and bypass whatever your trust might say. It’s particularly
important that a trust be written in a certain way so that the trust
itself is the beneficiary of all designated retirement accounts.
Successful physicians also have specific needs and
challenges relating to estate planning. One obvious example is
that because successful physicians at the time of their passing
tend to have more wealth than many members of society, more
people—relatives, individuals who have rendered personal
services, creditors of different types, charitable organizations—
tend to have an active (and sometimes unscrupulous) interest in
the estate documents and might be more likely to challenge
probate. Since greater overall wealth can bring about more
divisiveness, it’s very important to make sure that everything is
done properly and is not only financially sound but also technically
—legally—as bulletproof as possible.
A related problem concerns the real property—second homes
and vacation homes, in particular—that many successful
physicians purchase at some point in their career. While it is true
that real property can (and perhaps should) be part of an effective
strategy to diversify wealth across different types of assets,
owning such property can bring headaches down the line if not

properly planned for. For example, it’s crucial to set up rules and
decision-making procedures for how future generations will
decide the usage and fate of a home (as well as pay for taxes,
upkeep, and any remaining mortgage). If there are multiple
children, and one wants to sell the home outright, one wants to
rent it out at least some of the year, and another wants it to be
available only to extended family members, this can cause great
divisiveness.
Another important consideration for successful physicians
concerns how they balance their long-term cash flow with their tax
savings strategies, education funding, and retirement plans and
vehicles. Successful physicians tend to have high incomes, so to
save taxes, IRAs or other qualified retirement vehicles like
401(k)s and pension plans are heavily used. At the end of the
day, though, if you were to look at the balance sheets of most
practicing physicians and project those out for 20 years, they will
be heavy in qualified retirement accounts and light in most other
types of financial assets, a situation that has its own limitations
and downsides.
Similarly, many physicians tend to put large amounts into 529
funds for educational funding purposes for their children. But
these funds tend to be very conservative and limited in their
investing options, and other types of investments have usually
proven to be a much better choice for educational funding. It’s
often better for a family to save money in its own accounts and
pay for education out of cash or buy real estate that can create

cash flow during the college years.
While it is lawyers who usually do most of the “official” estate
planning for physicians, it’s critical to remember that lawyers do
only the best they can with what they are given. If lawyers are not
presented with the right information in the right way, then the
documents they draw up and assist on—trusts, wills, even
medical directives—may not end up putting into effect what was
originally intended. Lawyers may know how to create one trust
within another trust to achieve a specific intent, or may be aware
of how an estate document’s structure might be changed in
various ways to achieve various outcomes, but without someone
who intimately knows the ins and outs of the family’s financial
situation and history, they may simply do what they normally do
rather than do what is necessary to create optimal and desired
outcomes. This brings us back to issues of trust, which we shall
get to shortly.

C. Historical Trends and Uncertainty in Times
of Great Change
The phases of lifestyle challenges just described can be thought
of as the background story against which short – and long-term
historical trends and changes—including political and
technological ones—play out. As you are no doubt well aware,
right now in the United States we find ourselves at a moment of
great change and potential crisis. Not just physicians but also the
entirety of the health care delivery system and industry faces

tremendous uncertainty.
By the time you read these words, the final outcome of the
attempt by the new administration to repeal, replace, or amend
the Affordable Care Act—also known as Obamacare—may be
decided. But then again, it may still be in transition, and in any
case, the final impact and outcome on physicians will probably not
be fully understood, accounted for, and adapted to for many more
months or years. This uncertainty, moreover, comes on top of a
number of other challenging historical trends.
One of these is the pull toward bigness, toward practices and
institutions of increasing size, throughout all of health care. As a
CNNMoney article said in 2012, “The solo doctor is a vanishing
breed.”7
Bigness provides economies of scale in everything from
management and real estate overhead to the purchase of
expensive specialized medical equipment. Moreover, patients
want to be able to see a variety of specialists under one roof as
part of one integrated practice. All of this leads to bigness, and as
parts of larger organizations, physicians will have less opportunity
to build and then sell equity in their practices, as well as less
autonomy—and perhaps quality of life and happiness—overall.
Further, compounding the general trend toward bigness is an
unstoppable trend toward more regulation and paperwork. In
2014, for example, there was a mandated switch from the ICD-9
to the more complex ICD-10 codes used by medical practices
working with insurance and reimbursement programs to input

details as to diseases, symptoms, diagnoses, findings,
complaints, and so on. On top of that is the general trend toward
electronic medical record (EMR) systems, as well as required
paperwork surrounding privacy and other patient rights. Last but
not least, there is the pressure toward and impact of increasing
malpractice and liability insurance costs. (Plus, on top of all that,
there is the ongoing call to cap or otherwise limit physicians’ fees
and reimbursements.)
Taken together, the life cycle challenges plus the short – and
long-term historical trends and changes present a complex and
sobering big-picture backdrop against which the wealth of
physicians needs to be managed. Onto that must then be added
the particular tangle of issues and challenges relating to
successful physicians and the general idea of “trust”—whether too
much or too little—to which we now turn.

D. Trusting Neither Too Much nor Too Little
Physicians are no strangers to the importance of cultivating and
maintaining trust. Their patients, for example, literally trust them
with their lives. The other side of this equation is that physicians
must trust themselves. Their ability to effectively practice
medicine necessitates that they trust their own memories,
knowledge, and skills, as well as their gut instincts and intuition,
often in real time.
We can even say that, for the most part, physicians are smart,
capable people who have gotten where they are—to the pinnacle

of professions in the United States—by trusting themselves and
their own gut instincts. From putting together the kind of
disciplined study habits and personal practices that enable
someone to surmount tough undergraduate science courses and
then medical school, to learning how to work with people and
ever-evolving technology, successful physicians really are some
of the brightest people around. They can see the big picture, they
appreciate and work diligently with details, and they enjoy doing a
good job and being compensated well for it.
However, as mentioned earlier, when it comes to the trust
department, physicians have some things going against them.
They tend to slingshot from substantial debt in their student and
early years to substantial wealth over time, and along the way
they often experience the “target on their back” phenomenon, with
stockbrokers, insurance agents, old friends and acquaintances,
and others pitching them to invest in one thing or another. No
wonder they are generally wary of others who want to “help” them
with their money.
The result of all of this is that when it comes to the possibility
of reaping tremendous long-term financial and related benefits for
themselves and their families, physicians tend to have too much
trust in some things and too little trust in others, as follows:

Too Much Trust:
In their own investing knowledge and capabilities;
In their ability to hold the line and avoid making short-

term, emotionally driven investing mistakes during
acute market turndowns;
In their capacity to manage the entirety of their wealth
beyond investments;
That there is already someone in place who
understands and accounts for their big-picture financial
situation (i.e., that there is someone whose job it is to
be looking at the big-picture context and is actually
doing so, whether that is an accountant, stockbroker,
bank or insurance agent, or someone else); and
In themselves, generally, along the “fool for a client”
principle.

Too Little Trust:
In understanding the possibility and reality of there
being a better, evidence-based investing paradigm that
makes stone-cold sense to always follow;
That there may be a comprehensive approach to
wealth management offered by well-trained financial
counselors who hold their clients in a much different
way—in a fiduciary manner—compared to other
financial advisors;
In the benefits and value of developing a long-term
relationship with—and a great deal of ongoing trust in
—a dedicated wealth manager; and
In the particular benefits and value of developing a
long-term, trusted relationship with a wealth manager
or wealth management firm dedicated to working with
successful physicians.

We ask you, as a successful physician who has read this far
—for your own sake and the sake of your family—to try to
objectively identify where you are personally with regard to having
too much or too little trust. To help you make that determination,
the next chapters will look in more detail first at evidence-based
investing, including a discussion of the importance of an RIA’s
fiduciary duty, and then at the variety of Advanced Planning
activities that are part and parcel of comprehensive wealth
management. The final chapter will then return to the question of
what might be involved in finding—and then learning to work with
and fully trust for the long run—a comprehensive wealth
management firm that has experience in working with successful
physicians.

Successful physicians are inherently interested in the facts. This
is why we want you to be quite clear about the fact that a wealth
of evidence shows that certain ways of going about investing
reliably produce better returns and more satisfied investors over
the long run. Other ways of investing—however fashionable or
seemingly appealing—rarely work out well over time and can
cause great harm.
As wealth managers, we conscientiously investigate and
adopt tools, strategies, and methods based on academic and
economic evidence as well as the actual results of our clients.
There’s also a whole lot of common sense involved. That’s why
we do our very best to ensure our clients do not take unjustified
chances, overreact to bad market news, or fail to understand that,

over time, markets and investor portfolios inevitably go up and
down.
A great deal of hard-core academic research in economics
and allied fields is involved. We are fortunate that Nobel Prize
winners (such as Harry Markowitz, who, with his colleagues, gave
us Modern Portfolio Theory8), leading economists, and behavioral
financial experts have for the most part figured out the “true
investing science” that undergirds wealth management. In fact,
the IC (Investment Consulting) part of the previously described
wealth management formula is often the least difficult aspect of a
client’s situation to address for a wealth manager with a
knowledge of evidence-based investing. Essentially, once the
client’s goals, dreams, time horizons, and risk tolerance are
established, it usually becomes pretty clear how to proceed.
In this chapter we will look briefly at the science of evidencebased investing, consider the importance of constructing a
globally diversified, low-fee portfolio, and explain the critical need
for investors to maintain their discipline and stick to their plan. We
then conclude with a discussion of why it makes sense for you, as
a successful physician, to rely on an RIA wealth manager who is
bound to proactively take care of your interests in accordance
with a broad fiduciary obligation.

A. Bottom-Line Takeaways From
Evidence-Based Investing
While evidence-based investing tells us many important things,
there are a few bottom-line takeaways that all investors should
come to fully understand and appreciate:
Net of fees and expenses, virtually no one can

consistently beat the market’s average return over
time.
“Active management”—getting in and out of stocks and
other investments based on the news and various
forms of prognostication—rewards brokers and money
managers but generally not their clients.
Markets are very efficient, so by the time you hear of
some great news or amazing investment, it is almost
always too late for you to profit from it (in fact, you will
usually lose money by acting on such news).
Diversification, as described and explained by Modern
Portfolio Theory and implemented through asset
allocation, is the only genuine “free lunch” in investing,
and all investors should take advantage of it.
To begin with, no matter what you may have heard elsewhere,
it is extremely rare for anyone to consistently beat the market
(net of fees and expenses). As highlighted in Burton Malkiel’s best
seller, A Random Walk Down Wall Street (first published in 1993,
now in its 10th edition), the behavior of any given stock or other
investment on any given day is essentially entirely random. No
one—not the most famous economists or the brainiest investment
bankers or the canniest hedge fund operators—has a consistent
crystal ball, and no one knows what will happen next.
Consequently, what is called “active management”—making
tactical decisions based on the news or economic forecasts and
buying and selling stocks in response—simply does not work,
except for the occasional lucky practitioner over a short period of

time. Given the large number of active managers out there, you
would expect that half would beat the markets, but the reality is,
very few ever do. In fact, given the random real-time nature of the
movement of stocks, almost no one has ever consistently beaten
the market net of fees and expenses for any significant period of
time. However, there are winners in the world of active
management: the mutual fund companies that charge fees for the
privilege of investing in their funds, and the stockbrokers and
others who make a commission each time their tactical
recommendations result in changes to their clients’ portfolios.

If you want some proof of this, go ahead and Google a list of
the best money managers or best mutual funds. Then check the
previous year’s listing for the same category. Inevitably, the

managers and mutual funds that were at the very top stay there
only a little while, and before very long they are among the middle
or bottom performers. Again, this isn’t because people who are
really on top of things suddenly start losing their edge; instead, it’s
because of how the world of investments works—randomly,
without any way for participants to know ahead of time how things
will turn out.
But what if you happen to have heard some amazing financial
news from CNN, or from your friend who works in the oil industry,
or from your nephew in Silicon Valley who has identified the Next
Big Thing? Well, one thing we know about markets is that they
are highly efficient. This means that by the time you have heard
about something wonderful, so have large numbers of other
people. (The exception here is illegal insider trading, which, of
course, you should not become involved in under any
circumstances.)
Suppose you are told about a company that is about to
introduce a breakthrough, and you see that its stock has already
gone sky-high. This simply means that the breakthrough has
already been taken into account by institutional and other
investors. The investment in question is likely to be at or near its
high. Given the highly efficient nature of the markets, you are
likely to lose money on the investment if you put your money in
now.
The final bottom-line takeaway worth emblazoning in your
mind, which comes to us from Modern Portfolio Theory, is the

critical importance of diversification. There are two main types of
risks associated with investing. The first type, known as
“unsystematic risk,” comes from a company’s experiencing bad
news, bad performance, bad luck, or bankruptcy. The other is
called “systematic risk,” which is the kind of risk that all
investments are generally subject to, including risk attached to
events such as an economic crisis, a war, a global currency crisis,
and so on.
While you can’t do anything about systematic risk, Modern
Portfolio Theory shows that by increasing the number of
investments you own, you can diversify away the unsystematic
risk in your investment portfolio, which can also be understood as
reducing the volatility of your investments. For example, if you
invest in only five companies, and one of those companies takes
a big hit because of an unexpected product failure or criminal
investigation, your overall portfolio would suffer terribly. But if you
own 500 companies, such bad news affecting any given company
—or even any given sector—will have far less impact on you.
(One in five investments precipitously tanking is much worse than
one in 500 investments doing so.)
Diversification is often said to be the only free lunch in
investing. Why? Having a portfolio with relatively few investments
means you are taking on unnecessary unsystematic risk, and
since you can easily diversify away that risk, there is no extra
reward for taking it on. Why would you hold on to something you
don’t need or want if you are not getting rewarded for it and there

is an easy way to deal with it? There are, of course, many
complexities to Modern Portfolio Theory—things you may have
heard of, such as “the efficient frontier,” and ways of
mathematically creating the least risky and most advantageous
portfolio by combining different types of assets—but for our
purposes, just remember the critical importance of widely
diversifying and allocating your assets across many different
industries, sectors, and, as we shall soon see, countries.

B. Controlling Controllables: Constructing a
Globally Diversified Low-Fee Portfolio
There are no crystal balls in the science of investing. There are,
however, better and worse ways of doing things. Given how much
is not under our control, at our firm we feel it is absolutely critical
to do our very best to control what we can control, including:
Keeping investment fees low;
Diversifying as much as possible;
Minimizing taxes; and
Keeping the discipline.
As to the first controllable, investment fees can be kept as low
as possible in two ways: by working with a fee-only wealth
manager, and by investing through companies such as DFA
(Dimensional Fund Advisors) or perhaps Vanguard. By working
with a wealth manager who charges a flat fee instead of a
transaction-based fee or other types of fees, you will pay a small

but reasonable fee based on a percentage of your total assets
under management every year. This takes away the incentive of a
transaction-based financial advisor to actively manage or change
around your portfolio willy-nilly just to generate commissions, and
lets you know ahead of time what you will be paying every year.
When taking into account the kind of comprehensive services laid
out in the previously described formula for wealth management,
this is a cost-effective way of approaching the entirety of what’s
financially important to you and your family.
The other way to keep investment fees low is by investing
through companies such as DFA or Vanguard. These companies
provide a variety of investment fund opportunities that not only are
widely diversified but also embody a much lower fee structure
than that of other funds. DFA’s offerings, in particular, are
explicitly designed to take advantage of the science of investing,
and consequently DFA has a long track record of providing
desirable returns with a low fee structure.
The second controllable is your portfolio’s diversification.
Again, diversification is the only real free lunch in investing
because it lowers your overall risk by smoothing out your
portfolio’s potential volatility. Being properly diversified means
having not only many stocks from different industries and sectors
in your portfolio but also stocks from many different countries.9
There’s No Such Thing as a Free Lunch
As brokers working for a big national firm, my brother Ryan and I had
been flown to a Wall Street conference in New York City, where we

were wined and dined by product “wholesalers,” our industry’s version
of pharmaceutical or medical device sales reps. The wholesalers
worked for big mutual funds, and it was their job to get us to sell their
products to our clients.
At dinner, eating a perfect steak and drinking a $200 bottle of wine, I
found myself thinking about a trusted friend who had just returned from
an elite investors group called Tiger 21. He told me their advice to him
was to invest in nothing but DFA or perhaps Vanguard. I’d never heard
of DFA, so I gave them a call and was told that we couldn’t buy any of
their funds until we went through their two-year “approval” process!
They let me know that we could fly down and attend their next
conference in a couple of months and begin their training … at our
expense.
At our expense? That seemed crazy, especially given the quality of the
fine food and wine that I was consuming at that moment, for free. That’s
when it hit me. Everybody knows there’s no such thing as a free lunch,
so that meant that somebody was paying for our meal.
“Ryan,” I said to my brother, “how much do you think this conference
costs?” “Well,” he said, “there are lots of attendees, they flew us all out
here and put us up at a five-star hotel, and are treating us very well, so
maybe half a million dollars.”
“That’s about right,” I said. “So let me ask you a question: Where did all
that money come from?” “From the wholesalers,” he said, “and now I
suppose you’re going to ask me where they got the money from … and
the answer has to be the investors who bought the funds they are
promoting. Their investors—including our clients—are paying for our
meal!”
At the first chance we got, we began analyzing the fees and expense
ratios of most of the big funds and realized they were much more
expensive than the 10 to 25 basis points charged by DFA. After going
through the DFA approval process and learning about their investment
philosophy, Ryan and I agreed that it was our clients we ultimately had
to take care of and that it made no sense for them to pay all that money
in the form of higher fees when equally good—if not better—widely
diversified, low-fee funds were otherwise available.

Just as any given company in any given industry or sector is
more likely to take a huge hit than are all the companies in that

industry or sector, the stocks from any given country or economy
are more likely to tank in tandem with each other than are stocks
from all around the globe. To have a truly globally diversified
portfolio, you should be invested in 12,000 stocks from more than
40 countries, which you can do in a relatively easy and low-cost
manner through DFA or Vanguard.
The third thing that can and must be controlled is taxes, and
later on we will discuss wealth enhancement through tax
minimization. The fourth and final controllable is behavior—the
behavior of investors and clients who are often tempted to do the
wrong thing at the wrong time for the wrong reason—a subject to
which we will now turn.
A Bear of a Problem
If you’ve ever been camping or hiking in a wilderness area, you’ve no
doubt heard the advice that if you do happen to come face-to-face with
a bear in the woods, the worst thing you can do is run away, because
the bear—which is faster than you—will perceive you as prey. Instead,
you are supposed to stand there, raise your arms (and your coat, if you
have one) high, and then slowly but surely back off as you speak in
soft, confident, calming tones.
In reality, however, most of us who would encounter a bear are likely to
run! Despite what we’ve heard, we’re not just going to stand there and
let a bear eat us. Well, when the market is bearish—even if you
understand that those who sell in fear tend to lose quite a bit—you may
very well want to dump your investments like crazy! Doing this locks in
your losses and almost always turns out to have been the wrong move.
Who is the person most likely to keep you from making this kind of

mistake? It’s a wealth manager whom you trust, who has your interests
at heart, who has a robust fiduciary obligation to you, and who has
previously discussed just this scenario with you!

C. Behaving and Misbehaving: Expectations
and Keeping the Discipline
The fourth and perhaps most important controllable is behavior.
Warren Buffett once said, “Investing is not a game where the guy
with the 160 IQ beats the guy with the 130 IQ. … Once you have
ordinary intelligence, what you need is the temperament to control
the urges that get other people into trouble.” These urges, and
how to work with them, are the province of the academic field of
behavioral finance. Once again, then, a wealth manager will take
advantage of validated academic research as well as personal
experience and common sense in working with his or her clients
to help ensure the best possible long-term outcomes.
The problem boils down to this: investors tend to react
emotionally to the movements of the markets, making abrupt
portfolio changes in ways that cost money, incur taxes, and leave
them unable to take advantage of the market’s long-term down
and up cycles. Right after the Great Recession of 2008-2009,
there was much discussion about how the long-term returns for
U.S. stocks were no longer going to be at the 7%-10% rate they
had been for many decades (depending on how you calculate it
and how far back you go), but since then the markets have
climbed back to and beyond their former heights.

What happened for far too many investors, unfortunately, was
that they took themselves out of the equities markets after things
went down and were too late in getting back in, and therefore
ended up missing most of the upside appreciation. Similarly, there
are many individuals who wait for a “dip” in the markets before
investing additional monies, but the “right dip” never seems to
come along. And, of course, as previously discussed, there are
those who rush in to buy hot stocks and new issues (or lately,
Bitcoin and other crypto-currencies) after the “great news” has
come along far too late to help them.
To help prevent erratic behavior that costs clients dearly, as
wealth managers we consistently do three things:
1. First, we have a set discipline as to what we invest in and
how long we hold it, based on everything else we know
about the client.
2. Second, we make sure that the client has realistic
expectations ahead of time. That means understanding
that the markets will go up … and down … and up … and
down … and up, and that the best way to guarantee strong
long-term returns is to aim for singles and doubles, not
home runs, by investing in low-cost, globally diversified
funds such as those offered by DFA. Put differently, we
help our clients realize that volatility is part of the process,
even with a widely diversified portfolio, and that inevitably
in some years their portfolios will lose money.
3. Third and finally, we develop a level of trust and
understanding with our clients, and regularly communicate

with them, so that even if the world seems to be falling
apart, they know we are thinking about them, have their
interests in mind, and are doing the right thing by sticking
to our agreed-upon plan.
Daniel Kahneman’s book Thinking Fast and Slow (2011) is
highly recommended for anyone who wants to get a better
understanding of why, as humans, we are often tempted to
make the wrong short-term decisions. Even if you read and fully
grasp this and similar works, keep in mind that the best strategy
to avoid making erratic short-term investment decisions is to
work with a wealth manager whom you trust and, ideally, who is
bound by a broad, proactive fiduciary standard, as will now be
explained.

D. Follow the Money: Benefits of Working
With a Fiduciary RIA
Not everyone who is licensed to sell you investments is bound
by the same level of duty and care. A Registered Investment
Advisor, according to the Investment Advisors Act of 1940, is
bound by a fiduciary duty to act in your best interests. That is a
much more robust standard than for most registered
representatives and stockbrokers, who are bound by a mere
“suitability standard.” Consider what Investopedia.com has to
say about this:
Investment advisors are bound to a fiduciary standard
that was established as part of the Investment Advisors

Act of 1940. The act is pretty specific in defining what a
fiduciary means, and it stipulates that an advisor must
place his or her interests below [those] of the client.
It consists of a duty of loyalty and care, and simply
means that the advisor must act in the best interest
of his or her client. … It also means that the advisor
must do his or her best to make sure investment advice
is made using accurate and complete information, or
basically, that the analysis is thorough and as accurate
as possible. Avoiding conflicts of interest is important
when acting as a fiduciary, and it means that an advisor
must disclose any potential conflicts to placing the
client’s interests ahead of the advisor’s. Additionally, the
advisor needs to place trades under a “best execution”
standard, meaning he or she must strive to trade
securities with the best combination of low cost and
efficient execution. …
[Advisors working for broker-dealers] only have to
fulfill a suitability obligation, which is defined as
making recommendations that are consistent with the
best interests of the underlying customer. Brokerdealers are regulated by the Financial Industry
Regulatory Authority (FINRA) under standards that
require them to make suitable recommendations to their
clients. Instead of having to place his or her interests
below [those] of the client, the suitability standard only

details that the broker-dealer has to reasonably believe
that any recommendations made are suitable for clients.
… A key distinction in terms of loyalty is also important,
in that a broker’s duty is to the broker-dealer he or she
works for, not necessarily the client served.
Ask yourself this, then: Wouldn’t you rather trust your longterm financial situation to someone who is bound by law to offer
you a higher duty of care and loyalty, and who must place his or
her interests below yours? This is why, in part, a wealth
manager will spend so much time getting to know you and your
family, as well as what your long-term goals, dreams, and
timetable look like. This also helps explain why a wealth
manager will provide you with the kind of custom-designed,
forward-thinking analysis and recommendations that can help
you achieve financial peace of mind.
Put differently, if you rely on a non-RIA stockbroker or
financial advisor who works at a firm, you are technically the
firm’s client, and the advisor, who works for the firm, owes you
only a suitability standard of care. But if you work with an RIA,
you are that RIA’s client, and he or she is bound by a fiduciary
obligation that goes far beyond the suitability standard. And if
that RIA happens to also understand and practice all the tenets
of wealth management, then you are far ahead of the game.
And even better still is if you find someone who is aware of and
experienced in the particular long-term planning needs of
successful physicians.

In review, the basic formula for wealth management is

or Wealth Management equals Investment Consulting
plus Advanced Planning plus
Relationship Management. Advanced Planning
further breaks down as follows:

That is, Advanced Planning equals Wealth Enhancement plus
Wealth Transfer plus Wealth Protection plus Charitable Gifting.

Many people first think about turning to a financial professional for
help with the IC element—everyone wants a decent return on
their investments. However, optimizing the IC element can be
relatively simple—following the tenets of evidence-based
investing, as described earlier—compared with the many
personal, individualized, and critically important elements that
Advanced Planning addresses.
To give you an idea of what is involved, we will run through
the four Advanced Planning areas at a very high level. Ultimately,
though, everyone should consider working with a qualified wealth
manager to meticulously investigate and address each of these
areas with regard to their own situation.

A. Wealth Enhancement: Keeping More of
What You Make by Minimizing Taxes
Mitigating the effect of income and other taxes is a concern that
nearly everyone shares. While most people are happy to pay their
fair share of taxes, a competent wealth manager will endeavor to
make sure that you pay only your fair share.
Working in tandem10 with a CPA or accountant of your
choosing (or someone whom the wealth manager brings to the
table), a wealth manager will carefully review the big picture of
your financial life with an eye to minimizing taxes. All your
investments and accounts, all your real estate, all your business
concerns, and so on will be reviewed and optimized to save on
taxes wherever possible. Importantly, your big-picture tax

situation bears directly on what the proper investment portfolio for
you will look like.
In consultation with your wealth manager, then, consider the
following questions:

What’s the proper investment portfolio for you, given
your tax situation and what you are doing in real
estate and with your business?
Is your practice or part ownership of a practice (as
well as any other business venture(s) you are part of)
set up properly in the first place to mitigate income
taxes and take maximum advantage of capital
expenditures and other savings?
Are you taking proper advantage of all potential
personal and business deductions?
For many people, a wealth manager fills a crucial proactive
role—especially in the various Advanced Planning areas—that
other professionals often can’t or don’t fill. As expressed in the
“Appreciating Depreciation” box below, because a wealth
manager is compensated differently—you pay a small but
reasonable fee based on a percentage of your total assets under
management every year—it is easier for him or her to have a bigpicture, macro-level, proactive focus on the entirety of your
personal situation. In addition to helping you with your regular
deadlines and crises, as other professionals do, a wealth
manager can more easily go beyond, from making sure that

everything is basically OK to looking at how to make things much
better in the long run.
A wealth manager sits in the driver’s seat of your financial life
(you ride shotgun) and can help you purposefully steer your
situation in more optimal directions. Suggestions and ideas will be
generated by the wealth manager for your accounting, legal,
insurance, and other professional service providers to review.
With these people working together as a team, your overall tax
burden may be diminished. While there are no guarantees that
working with a wealth manager will significantly lower your tax
burden, it can be very helpful to have someone sitting in the
driver’s seat looking out for tax mitigation potential in connection
with all your other financial, business, and investment concerns
and involvements.

B. Wealth Transfer: Taking Care of Family
and Heirs for the Long Run
Wealth Transfer refers to the proper, orderly, and tax-efficient
transfer of your estate to your heirs upon your death. Most
people, even those with sizable estates, have a boilerplate trust
set up, at best. If more assets are involved, more than one trust
might be created, such as an A trust for both parents while alive,
a B trust for the children once one parent dies, and a “bypass
trust” that can create considerable tax savings for the heirs.
As always, however, the devil is in the details. To make sure
that the right testamentary documents are drafted and the optimal
number of trusts and other vehicles are created, there has to be
someone present who understands all the family’s details, from
soup to nuts. A wealth manager sits down with his or her clients
and walks them through the many possible paths that life might
take. He or she will then help determine the best way to structure
things, taking into account as many contingencies as possible.
People need and want to take care of their heirs, yet they also
have to consider what their own needs are now and in the future
as they get older and before they pass on.
For example, what if there is an autistic child in the family? Or
what if one spouse has some kind of long-term health condition
that will inevitably become a substantial burden on the other
spouse? Physicians know a lot about being healthy and staying
that way, but eventually old age and illness come to everyone.

Looking at the big picture—making sure there is enough money
during the parents’ lives while maximizing the size of the estate—
can be done only with the help of someone who is proactively
considering everything of importance.
Questions and issues relating to long-term health care, longterm housing, the mix and availability of state and federal
government benefits, and all the nuances of retirement planning
generally have to be evaluated to ensure that eyes-wide-open
solutions are put into place. In some cases—for example,
consider the spouse with the long-term health condition—having
on hand certain types of assets or assets that are structured the
wrong way will disqualify the other spouse from receiving certain
types of benefits, either before or after his or her spouse dies.
An allied issue concerns the successful transition of wealth to
heirs. In many cases, there is family infighting, or an heir given
too much wealth too quickly will act in profligate and destructive
ways. Heirs need to inherit in such a way that they are most likely
to succeed in life, and working with a wealth manager who is
aware of this mix of issues will make it much more likely that
when you (and your spouse, if you have one) do pass on, things
will happen the way you had hoped for. That’s why, as noted
earlier, it’s good to think of estate planning as a short-term tool for
producing desired long-term results.
Things can be particularly tricky for physician families of
substantial wealth, where multiple homes, investment accounts,
and other assets are involved. No one likes to think about all

these kinds of issues ahead of time, but the best way to prevent
animosity between heirs and to ensure a proper and tax-efficient
wealth transfer upon death is to do substantial holistic planning
ahead of time.

C. Wealth Protection: Making Sure Your
Assets
Aren’t Unjustly Taken
Wealth Protection is all about finding the holes and weaknesses
in your financial life and addressing them—usually but not always
with proper insurance—before something happens. Basically, the
more money you have, the more likely you are to be sued or to
have someone come and assert a claim on your assets. When
people know you have liquid wealth—that you could write a check
to make a problem go away—they are more likely to generate
problems and issues that you may have to address.
Now, while many people are aware that as they become
wealthier they become more of a target, it’s also true that most
people are significantly underinsured in a number of critical areas.
People don’t see the risks they are exposed to because they don’t
spend a lot of time thinking about these risks, which is why a
wealth manager’s role here is to sit down with his or her team and
ask, “What are the gaps here? What is missing? Where are our
clients exposed? Are all our clients’ assets properly titled? Can
our clients move from recourse to nonrecourse debt on this
property? Has anyone thoroughly reviewed the totality of our

clients’ insurance policies in the past 10 years?”
Even if the chances of something bad happening are one in a
million, it’s the wealth manager’s job to make sure that chance is
thought through ahead of time and protected against, if
necessary. For example, many people say, “Hey, I’ve got a
million-dollar umbrella liability policy, so no problem.” Well, that
might have been fine for 1999, but a million dollars isn’t what it
used to be. If you have a net worth of $5 million and only a
million-dollar policy, you could be in serious trouble, and a more
appropriate coverage level usually won’t cost dramatically more.
Related areas involve how your assets are titled, how your
practice is structured as a business, and how any additional or
side businesses you might own or be involved with are set up. In
the initial discovery meeting, as described earlier, a wealth
manager will delve into your entire big picture and, if anything is
awry, alert you and make sure that in combination with other
service professionals, things are taken care of ahead of time. For
example, suppose a spouse has a successful small business—a
hobby that took off but that could involve liability if someone
misused the product being sold. Well, a fix for that might be to
create an LLC for the spouse’s business, which will provide at
least a partial liability shield. And, of course, more insurance, if
necessary, might be purchased.
It’s always easier for someone from the outside—such as an
experienced and well-informed wealth manager—to see the blind
spots and put mechanisms in place to prevent unwanted

outcomes. Yes, there are “black swans” in life that will come out
of nowhere, but there are also many eventualities that can be
predicted and prepared for based on a thorough, holistic review of
not just where someone or a family is in life right now but also
where they are heading and hope to arrive. With the help of a
proactive wealth manager, you can negate, transfer, or insure
against risks of all kinds in a cost-effective and sensible manner.

D. Optimizing Your Charitable Intentions and
Legacy
As they gather wealth and get older, many successful physicians
and their spouses find themselves thinking about their charitable
intentions and the philanthropic legacy, if any, they want to leave
to the world. Starting with the initial discovery meeting, a wealth
manager will likely inquire into your general charitable impulses
and then begin looking for the best and most sensible ways for
you to implement your short – and long-term giving—that is, the
scope and quality of your current donations, as well as what you
want to happen when you are gone. Most people—even those
quite familiar with death, like physicians—don’t like contemplating
their own demise. But doing so ahead of time allows for more
careful planning and facilitates better outcomes all around.
Importantly, many people who have charitable intentions are
eager to give in ways that are as effective and impactful as
possible. And for those who wish to make a sizable gift while
they’re still alive, there may be better ways than simply writing a

check. For example, if you have some stock—let’s say in Intel—
that you purchased at a low price and that has appreciated to be
worth $100,000, you may be able to give that stock to a charitable
organization and not have to pay capital gains taxes on your
investment. Or if you want to sponsor a table at a fundraising
dinner, you might be able to give just a few shares of that stock,
which originally cost you $25 and now are worth $2,000, instead
of writing a check for $2,000. You still end up getting a tax
deduction, but when the charitable organization sells the stock, it
will be able to do so without paying the capital gains tax.
Many physicians serve as board members or otherwise assist
medical or other charities. But not everyone is philanthropically or
charitably inclined, and some people prefer to pass their entire
estate to family members or friends. However, if you are
philanthropically or charitably inclined, a wealth manager with a
big-picture, holistic perspective can help you make your short –
and long-term gifting as impactful as possible. This might involve
creating a charitable remainder trust, or setting up a family
foundation to support a specific issue. By determining what
outcomes you desire, a wealth manager can help you make your
giving as sensible, tax efficient, and effective as possible.

Some wealth management firms offer qualified individuals and
families a free second-opinion service. At The O’Donnell Group,
we approach the initial second-opinion meeting in a way that is
very similar to how we approach the initial discovery meeting with
any new potential client (as described earlier). We will ask you to
bring in your most current set of investment, brokerage, and
banking statements, along with some other basic information,
such as a list of your real estate holdings and other major assets,
and, of course, copies of your insurance policies. We will then
have an open dialogue in which we strive to learn about your
values and goals. If it makes sense after the discovery meeting,
we’ll continue on through the next two steps in our process: the

investment plan meeting and the mutual commitment meeting.

A. What You Will Learn From Our Valuable,
Free
Second-Opinion Service
By the end of the initial second-opinion discovery meeting, or
shortly afterward, we will tell you whether we feel we are likely to
be able to add substantial value to your overall financial situation,
and if we think we are, we’ll ask you if you want to schedule the
next meeting in our process. More specifically, based on the
second-opinion meeting, we will communicate to you one of three
outcomes:
1. Everything is fine, so stay the course completely or
make some small changes. In some cases, we
determine that an individual’s or family’s current financial
advisor is doing a great job, that everything looks good
financially, and there is really no reason to upset the apple
cart. Basically, if what you have going on is working well, it
would likely be a mistake to change things, and we never
hesitate to give this evaluation when it is appropriate. We
might, however, suggest certain small changes that would
improve your situation and that you should probably
discuss with your current financial advisor or wealth
manager.
2. Everything is not fine, but our firm isn’t a good fit.
Sometimes we determine that things are really not going

just fine, but we are aware, for any number of reasons,
that our firm wouldn’t be a good fit. Because we can work
with only a limited number of clients, we are happy to
make a referral to another financial advisor or wealth
manager we think would be an excellent fit and well-suited
to your particular set of needs.
3. Everything is not fine and our firm may be a good fit,
so let’s explore further. If our sense is that your situation
is not what it should be, and that our firm would be a good
fit for you, we will recommend some next steps, including
scheduling a follow-up meeting. There is never any
pressure to make a commitment or move around any
assets before you are completely ready to do so.

B. A Little Time for a Lot of Peace of Mind
If, following our second-opinion meeting, the outcome is the first
one described above—that there is really no need for you to make
any major changes—then you can set your mind at ease.
Alternatively, if it seems that you really should make some
significant changes to benefit yourself and your family, then you
can move in that direction.
In either case—whether you find out that you are already on
track or need to move in a new and better direction—you will have
taken a decisive step toward achieving a better and more fulfilling
long-term financial future, and you will have gained some
substantial peace of mind.
Basically, regardless of which of the three above-described
outcomes is reached, you will be exchanging a few hours of your

time for a substantial gain in peace of mind. Given how priceless
peace of mind is, that is indeed a very good return on investment.
Shredder Late Than Never: Another Obvious Solution
Have you heard about the 8-year-old boy who, wherever he went,
shredded every piece of paper he could find into little bits?
Naturally, quite concerned, his parents took him to a wide variety of
doctors to find a way to stop his shredding behavior. Finally, they took
him to a highly regarded psychologist who, after just a few minutes,
turned to the boy and said, “Hey, kid, if you stop tearing up every piece
of paper you find, your parents will stop dragging you to all these
doctors.”
The boy turned to his parents and said, “Really? Why didn’t you just tell
me that in the first place?” The parents were simply too close to the
situation to try the obvious solution of just asking their son to stop what
he was doing.

C. Finding the Right Wealth Manager
Sometimes, the most obvious solutions really can make a world of
positive difference. For example, a patient might come to see his
or her primary care doctor, who quickly recognizes the signs of
dehydration. After confirming that, indeed, the patient has been
drinking very little water, the doctor can prescribe the correct
solution, and very quickly the positive results will be obvious.
Often, however, things are not quite so simple. For example,
in many cases, successful physicians and their families know that

they probably are not in the right relationship with a financial
advisor or wealth manager, yet they are reluctant to do anything
about it. This is understandable. Perhaps their current financial
advisor is a family friend, they are unsure about making changes,
or they are afraid to find out that they are not as well-situated as
they thought they were or should be. Still, action must be taken.
Suppose you have a nagging feeling that you aren’t in the
right relationship with the right wealth manager. Yes, you meet
with him or her a couple of times a year and go over your
investment performance numbers, which are basically OK, but
deep down you suspect that your experience with your primary
financial advisor should be bigger, deeper, and more satisfying
than this—something that delivers you custom-designed financial
peace of mind. If this is your situation, then you may very well
want to find a wealth manager who offers a free second-opinion
service, or otherwise just make it a priority to begin an exploratory
process to find someone you feel substantially better about. (And
if it just so happens to be someone with particular expertise in
working with successful physicians, then so much the better!)
What you are really looking for, ultimately, is someone with
whom you click. We’ve all had that experience in life, even
meeting someone for the first time, what we have an “Aha!”
moment that things feel right, that this is a relationship worth
pursuing. Whether or not you click with The O’Donnell Group,
what we want more than anything is for you to find a wealth
manager you do feel great about. It may be a firm that takes a

special interest and has developed expertise in working with
successful physicians, but there are also other qualified and
dedicated wealth managers capable of assessing your situation
and delivering the benefits of comprehensive wealth
management.
Yes, it may take some work and a little bit of time for you to
find an individual or firm you click with. Once you do, however,
you will very likely quickly see how having a personal CFO who
proactively delivers you high-quality wealth management services
can be a tremendous help in accomplishing all that’s important to
you and your family, both now and in the long run.

Growing up in Chico, California, in a divorced family of average
means, we didn’t know what it was like to be wealthy or live a
wealthy lifestyle, much less how to get there. But in our early
teens, we started playing golf, and at the golf course we were
soon exposed to many individuals and families of significant
wealth.
One day, a gentleman came up to us and asked a very odd
question: “What are you doing for your ‘little old man’?” Puzzled,
we asked him what he was talking about. He said that if you want
to be successful in life, you always have to be doing something
for your “little old man.” After we replied that we were only
teenagers, he said with a wise nod that the “little old man” wasn’t
just us at 90 but also us at 30, 50, and 70. He further explained

that you always have to be doing something to make progress
toward your—and your “little old man’s”—long-term goals,
financial and otherwise, to most successfully experience every
stage of life.
In 2005, while we were both working for a large investment
firm, we formed
The O’Donnell Group. In 2009, after an amicable split from the
investment firm, we formed our own independent firm, because
we knew that was truly the only way to offer the unbiased advice
—the custom-designed financial peace of mind—that our clients
needed and deserved. At The O’Donnell Group, our goal is to
help all of our clients improve their financial situation so they can
provide for their “little old man.” We do this by serving as our
clients’ personal CFOs and addressing their five biggest
concerns, which are preserving their wealth, mitigating their taxes,
taking care of their heirs, ensuring their assets aren’t unjustly
taken, and making more impactful charitable gifts.
As brothers, we have stuck together our entire lives. Upon
leaving Chico, we both attended and graduated from the
University of California, Davis, and each earned a B.S. in
agricultural and managerial economics. At Davis, we were both
scholarship golfers, and golf has continued to be a major theme in
our lives and a productive, enjoyable hobby for both of us.
As of the time this book was written, our Registered
Investment Advisory firm oversaw nearly $175 million in client
assets. We are fortunate to work with many successful

physicians, and we are proud to say that our highest allegiance is
always to our clients’ needs, interests, and greatest welfare. That
is, we always put our clients’ interests first, not only because as
RIAs we are legally obliged to do so but also because it is the
right thing to do and, in our experience, the only way to reliably
deliver world-class wealth management services to those who
have entrusted us with their financial lives and well-being.
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