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What Are You Waiting For?This book will change the way you think about investing-and the
results will prove it!"This is the simple hands-on, how-to and why book many readers have been
looking for."-Scott Burns, syndicated columnistDaniel Solin cuts through the financial hype to
show you exactly how to invest-with an easy-to-follow four-step plan that lets you create and
monitor your investment portfolio in ninety minutes or less...and put your investment earnings in
the top 5 percent of all professionally managed money.If you want to gamble, go to Las Vegas-or
try stock picking and market timing. If you want to be a Smart Investor, follow this effortless and
effective plan."The Smartest Investment Book You'll Ever Read will provide the enlightenment
and gumption to free yourself from the clutches of the investment industry and the wisdom and
direction necessary to get yourself back on track."-William Bernstein, author of A Splendid
Exchange and The Four Pillars of InvestingEvery day you wait costs you money. Take control of
your financial future now!

"It's so simple. It almost seems counterintuitive," Solin said. And after a 26-minute conversation
with Solin, Metro--now armed with a new investment strategy-actually agreed. -- Metro New
York, November 6, 2006A no-nonsense, no-fuss guide for investors of all experience levels and
financial resources. -- Kirkus Reviews, November 1, 2006I just finished a great little book (I say
little because it's a bit smaller than a regular book in size and is only 150 pages), but it's full of
great investment advice, principles, data, facts, studies --you name it. The book is The Smartest
Investment Book You'll Ever Read: The Simple, Stress-Free Way to Reach Your Investment
Goals. -- FreeMoneyFinance.comIs this, as the title claims, the smartest investment book you'll
ever read? ..... I can say it's the smartest so far. -- ConsumerismCommentary.comIt's tightly
written, always on-point and not weighed down with anecdotes and aphorisms, and could be
just the instruction book that you were looking for, but never received with that thick pension
package from your company's HR department. -- Miami Herald, November 27, 2006Solin does a
great job of keeping his advice simple; his guide can be read...in a couple of hours. -- Library
Journal[Solin's] recommendations are sound and simple to put into effect... it is clear he is on to
something. -- The New York Times, October 8, 2006 --This text refers to an out of print or
unavailable edition of this title.About the AuthorDaniel R. Solin is a leading securities arbitration
lawyer and a principal in Academic Wealth Management, LLP, a Registered Investment Advisor
(www.academicwealth.com). The author of Does Your Broker Owe You Money?, he has
appeared on The O'Reilly Factor, MSNBC's Weekend Economic Review, CNN's Money, and
Bloomberg Television.--This text refers to an out of print or unavailable edition of this title.From
AudioFileThe author's single point is that only fools believe they can time the market or
consistently predict which stocks will perform well. Experts who do are just lucky and are usually



expert only at selling their services (as they hyperactively trade your portfolio to maximize fees).
When you invest in index funds containing domestic and international stocks or bonds, your fees
are low or nonexistent, your risk is low, and the historical earnings are far from shabby. Solin's
message is helped immensely by the businesslike, easy-to-hear narration of Craig Wollman,
Though Solin recognizes the skill of stock-picking geniuses like Peter Lynch and Warren Buffett,
his argument is that most individual investing experts are not that smart and are not to be trusted
if they say they are. T.W. © AudioFile 2007, Portland, Maine-- Copyright © AudioFile, Portland,
Maine --This text refers to an out of print or unavailable edition of this title.Read more
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recommendations are sound and simple to put into effect... it is clear he is on to something.”—
The New York Times“This is the simple hands-on, how-to and why book many readers have
been looking for. My advice: Take this book to the beach. Check out Mr. Solin’s blog. Leave the
Wall Street prattle behind.”—Scott Burns, syndicated columnist“A no-nonsense, no-fuss guide
for investors of all experience levels and financial resources.”—Kirkus“Solin does a great job of
keeping his advice simple; his guide can be read and digested in a couple of hours.”—Library
Journal“It’s tightly written, always on-point and not weighed down with anecdotes and



aphorisms, and could be just the instruction book that you were looking for but never received
with that thick pension package from your company’s HR department.”—The Miami Herald“This
slim and easy-to-read explanation of the basics urges readers to do away with stockbrokers and
other advisors and instead rely on low-cost index funds. Active managers, it argues, have a hard
time beating the market.”—Kiplinger Personal Finance at“Solin tells you what Wall Street won’t—
the winning strategy for them is the losing strategy for you. He provides simple, straightforward,
but smart advice that will help you create a small fortune or prevent Wall Street from turning your
large fortune into a small one.”—Larry Swedroe, author of The Only Guide to a Winning
Investment Strategy You Will Ever Need“For the busy, for the bewildered and for the burned, The
Smartest Investment Book You’ll Ever Read will provide the enlightenment and the gumption to
free yourself from the clutches of the investment industry and the wisdom and direction
necessary to get yourself back on track. Dan Solin has done it again with a little gem that
belongs on every investor’s bookshelf.”—William Bernstein, author of The Four Pillars of
Investing“Every employee with a 401(k) plan should be following the advice in Dan Solin’s book
and every employer should insure that the 401(k) plans they offer permit employees to do so. I
am giving this book to all of my clients and hope that they will distribute it to their employees.”—
Joseph Concheck, president of National Benefit Programs“In 90 minutes you will become
smarter than 95 percent of those professional investment managers who’ve been profiting at
your expense.”—Mark T. Hebner, author of Index Funds: The 12-Step Program for Active
Investors“As an attorney representing investors, Dan Solin brings a unique perspective to the
obstacles individuals often confront in achieving rates of return that should be theirs for the
taking. Anyone applying his simple but powerful message will enhance their chances of
investment success.”—Weston J. Wellington, vice president of Dimensional Fund AdvisorsA
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PLAN THAT WORKS IN GOOD TIMES AND BADWise men profit more from fools than fools
from wise men; for the wise men shun the mistakes of fools, but fools do not imitate the
successes of the wise.—Cato the Elder (234-149 BC), from Plutarch, LivesIn this book I explain
how more than $4 trillion has been invested by the most sophisticated money managers in the
world. They aren’t calling up their brokers looking for the next hot stock or fund. In fact, they don’t
use any brokers at all. They don’t engage in any market timing. They are unconcerned about
short-term market gyrations. They have a very simple way to maximize their returns: They buy
the global markets, using low-cost index funds.I lay out how individual investors could follow the
same strategy and fundamentally change the way they invest. This advice is as relevant today as
it was when the book was first published in November, 2006.At that time, the stock market was
booming. Wall Street was enjoying record bonuses. The housing market made us all feel like
there was no end in sight to the growth in equity in our homes.Then came the crash of 2008.
How the mighty have fallen!Wall Street as we knew it has largely disappeared. Icons like
Lehman Brothers and Bear Stearns are gone. Trillions of dollars of your money has been lost.
Housing auctions, where eager buyers camped out to “buy and flip,” have been replaced by
foreclosures. One school district in New York City reported that 20 percent of its students are
homeless.Huge endowments at Harvard, Yale and Stanford each lost more that 25 percent of
their value—representing billions—largely due to speculative “alternative” investments that were
all the rage at the time.Retirees and those planning for retirement have been the hardest hit.
They’ve been forced to adjust to the new economic reality of less money to live on and the
looming possibility of running out of money altogether.Is it possible that the simple, easy-to-
implement strategies in The Smartest Investment Book You’ll Ever Read could have mitigated
these losses?Yes!I advised readers not to rely on stock picking, market timing, stock brokers, or
advisors. I described them as “emperors with no clothes” who fleeced investors by pretending to
be able to time the markets and pick stocks and mutual funds. I set forth overwhelming evidence
showing no one has these skills.I told readers not to use these “investment pros.” Instead, I
recommended that people take charge and implement a very different investment strategy:•
Determine the correct asset allocation (the division of a portfolio between stocks and bonds);•
Buy a globally diversified portfolio of three low-cost index funds directly from major fund families



like Vanguard, Fidelity and T. Rowe Price;• Rebalance periodically to keep the asset allocation
intact.This advice was so easy that many were skeptical. What about the insights of brokers with
their huge research departments? Many investors were incredulous. They could not believe
doing research was a waste of time and irrelevant to maximizing their returns.The securities
industry criticized my advice as being for only “novice” investors, but not for those who had the
time to do research or rely on others who could do it for them.The evidence in my book (based
on Nobel Prize-winning research) set forth the dismal record of active management. It was just
too compelling.As evidenced by the thousands of emails I received, it seems that an avalanche
of investors dumped their brokers and adopted my investment strategy. Many expressed the
view that they knew something was wrong with the system but they didn’t believe there was any
alternative.When the markets tanked, the securities industry, which brought the world to the
brink of a global depression, fought back. One financial expert proclaimed on CNBC that “buying
and holding isn’t going to make you money anytime soon.”The head of investment strategy at a
major firm announced the death of diversification: “A diversified approach worked like a charm
until October last year [2007] ... But diversification failed in 2008.”No wonder the question I get
asked most often is: Is the advice in your book still valid?Here’s the answer: Absolutely.Did your
broker predict the crash of 2008 and tell you to “flee to safety”? If he did, did he also tell you to
get back into the markets so that you would benefit from the rapid market recovery in 2009?
Probably not.Then why would you rely on market timing and stock picking today?What about
diversification? I recommend a globally diversified portfolio. In 2008, everything went down. Did
diversification fail?Not at all. It worked exactly the way it was designed to function.The bond
portion of a globally diversified portfolio increased in value in 2008. The stock portion went
down. Investors who were properly allocated between stocks and bonds didn’t panic. If they
needed funds from their portfolio, they liquidated some of their bonds. They didn’t have to sell
stocks at a big loss in a down market. They could hang on for the long term, which is the basic
tenet of my recommended investment strategy.Is buy and hold really “dead”?Not at all.Let’s take
a worst-case example for a buy and hold strategy: Assume an investor followed the advice in my
book and invested $10,000 on October 1, 2007. She could not have picked a worse time. The
Dow closed at a record 14,087.When the markets plunged, she didn’t panic. She ignored the
advice of the financial pundits to “flee to safety.” She did nothing.How did her portfolio do as of
September 30, 2009?Here are the results for the four levels of risk set forth in this book (using
Vanguard index funds):Compare these results to your actively managed portfolio.Remember, if
you have less than 5 years before you’ll need a significant portion of your investments, you
should be exposed to no stock market risk.If you qualify for an aggressive portfolio (80 percent
stocks and 20 percent bonds), you have represented that you have 12 years or more before you
will need to touch your funds. That’s long enough to give you plenty of time for a full recovery and
a return to profits.While short-term data is not reliable, these results speak well for both buy and
hold and for the fundamental investing principles I recommend.How did active managers fare in
the bear market? They are supposed to be the real “investment pros.” They get paid millions of



dollars to “beat the markets.” How hard can it be to outperform a static index?It must be very
difficult.According to a report prepared by Standard & Poor’s, more than 70 percent of all actively
managed U.S. stock mutual funds underperformed their benchmarks for the five-year period
ending 2008.The underperformance in some sectors was stunning: 85 percent of actively
managed small cap funds underperformed their benchmark, and 96 percent of actively
managed small-gap growth funds returned less than their benchmark.The poor performance of
actively managed funds was not an anomaly. The results were consistent with the previous five-
year cycle.Here’s the bottom line according to Standard & Poor’s: The “belief that bear markets
favor active management is a myth.”Smart Investing has withstood the test of time and baptism
by fire.Yet 90 percent of investors are lured by the false promise of greater returns without
greater risk. They continue to fall prey to brokers peddling everything from hedge funds to gold.
Every day these brokers advise their clients to buy and sell stocks and actively managed mutual
funds, with little regard to risk and no regard for the data indicating this is a zero sum game for
the investor (although it does turn a tidy profit for the broker).The financial media shamelessly
aids this farce with endless predictions about the markets. These are nothing more than the
musings of self-promoting financial pundits looking for the opportunity to generate business for
their firms.Smart Investors operate in an alternative universe. You have found a better way. Do
not veer from your course. There are plenty of sheep waiting to be shorn. Don’t be one of
them.For those who are new to academic-based investing using index funds, welcome aboard.
You are about to start a journey to superior returns with minimal stress. For many, it will
unfortunately come after you have suffered meaningful losses relying on your broker. Others will
be starting your investing journey. To all of you, let me say this: If you follow the basic principles in
this book, you will never become a victim of the securities industry.DANIEL R. SOLINOCTOBER
15, 2009PART ONEBECOME A SMART INVESTOR: CHANGE YOUR INVESTMENT LIFE
FOREVER1An Unbelievable Chimp StoryThe investor’s chief problem—and even his worst
enemy—is likely to be himself.—Benjamin Graham, author of The Intelligent InvestorThere is a
chimpanzee in a remote region of Sierra Leone that routinely performs open-heart surgery. His
success rate is higher—and his mortality rate lower—than many of the finest heart surgeons in
the world.I made that up.But if you read that report in the newspaper, you would think that
either:1. That chimp is really extraordinary; or2. Those heart surgeons are not very good.If the
story were true, and you needed a heart operation, you might seek out the chimp and avoid the
heart surgeons.The Financial Times of London annually runs a contest, pitting a neophyte
investor against market analysts. In 2002, a five-year-old London girl chose stocks randomly
from one hundred pieces of paper listing companies on the Financial Times Stock Exchange.
Her results were compared to those of a top financial analyst and those of a woman who used
the “movement of the planets” to choose her portfolio.Over a period of one year, the little girl won
handily. Very handily, as a matter of fact. Her stocks gained 5.8 percent. In stark contrast, the
portfolio of the professional analyst lost 46.2 percent. The analyst was also bested by the
financial astrologer, whose stocks lost only 6.2 percent.The little girl celebrated by going to



McDonald’s. I suspect the analyst continued to dine at more expensive establishments.There
are some excellent peer-reviewed studies that demonstrate that the stocks most highly rated by
financial analysts consistently underperform the market.Those reports are fact.Either the little
girl is very good, the analysts are very bad or the much-touted skill of stock picking is not
something that any smart investor would want to bet the farm on.And the chimp? Well, he still
doesn’t perform open-heart surgery.2An Unbelievable True StoryMost individual investors would
be better off in an index mutual fund.—Peter Lynch, former manager of the Fidelity Magellan
Fund, Barron’s, April 2, 1990There are 100 million individual investors in the United States. They
hold $8 trillion of stocks. More than $7.5 trillion of this money is invested the wrong way—by
money managers who engage in what I call “hyperactive management”: trying to “beat the
market” by picking winners and timing the market. This is dumb money.In sharp contrast, trillions
of dollars of assets of pensions, foundations and university endowments are invested the right
way—by money managers who seek market returns by investing in all of the stocks and bonds in
broad market indexes. This is smart money.Ironically, investing for market returns—being among
the smart money—is much easier than investing hyperactively, because:■ You don’t have to pay
any attention to the financial media.■ You don’t have to sift though mountains of often-conflicting
and confusing information from self-styled experts.■ It is less expensive.MONEY MANAGERS
are professionals who invest money on behalf of others. They take funds from individuals,
pension funds, foundations and other endowments and invest it in markets according to
particular criteria. Money managers are usually paid based on a percentage of the total money
they invest. Therefore, if their investments make money and the pool of money they invest grows,
so does their income.■The results are demonstrably superior.■The vast majority of investors do
not need any advisor or broker. You can deal directly with brand-name mutual fund families or
use Exchange Traded Funds (ETFs).■It should take you only ninety minutes or so a year.Why
then does such a gap exist between the investing strategy of smart money and the way most
individual investors invest? It is because most investors use financial consultants employed by
the major brokerage firms or independent financial advisors who earn commissions or fees for
selling financial products.Virtually all of these brokerage-based financial consultants and most
independent financial advisors manage money using dumb-money management techniques.
They engage in market timing and stock picking because doing so makes them money.THE
TRUTH ABOUT DUMB MONEY INVESTINGMost financial advisors who work within this dumb-
money system believe they have the ability to choose stocks and mutual funds that will
outperform most other stocks and mutual funds—at least, that is what they tell their clients.Or, if
they admit they can’t time the market and pick stocks, they tell their clients they can put the
client’s money with a money manager who can do these things.But there is little independent,
peer-reviewed, scientifically valid evidence that anyone can successfully engage in either
market timing or stock picking consistently over the long term. In fact, all the evidence concludes
that the opposite is true. To be sure, every year some managers do “beat the market” by beating
their benchmark index. A few managers even do it for many years in a row. But the number of



managers who beat the market is the amount one would expect, given statistical chance. The
fact that they beat the market is not proof that they are better at what they do than others. They
beat the market due to simple statistical rules.MARKET TIMING refers to the supposed ability to
forecast whether the market is at a peak or in a valley, and to profit from that prediction.STOCK
PICKING refers to the supposed ability to select stocks that are undervalued and will outperform
the market over some future period of time.Financial consultants, money managers and mutual
fund managers who attempt to beat the market are engaged in what I call “hyperactive
management.” And I call these investment professionals “hyperactive brokers and advisors”
because that is what they are.Smart-money investors avoid those advisors and money
managers. They invest directly with fund managers who know that, absent a lucky streak, the
market return is really the best return.You should invest this way, too—for market returns.If you
ignore this advice, you are doing yourself a huge disservice. The securities industry adds costs.
It subtracts value. Advisors who counsel their clients that they can beat the markets are assured
of success in one area: transferring money from their clients’ pockets to their own.WHY
HYPERACTIVE MANAGEMENT IS SO EXPENSIVEThe biggest problem with hyperactive
management is expenses. They are so substantial that, when coupled with taxes and other
hidden costs, the odds against a hyperactively managed portfolio beating the comparable
market returns over an extended period are very, very long.The SECURITIES INDUSTRY is
made up of the brokerage firms, investment banks, insurance companies, and other entities that
develop, package and market stocks and bonds in order for corporations and government
entities to raise capital from outside investors and for investors to seek investment returns.The
success of hyperactive brokers and advisors is really not success in investing, but success in
selling. Their success in selling is based on five sacred beliefs, all of which are untrue:1.
Hyperactive brokers and advisors can beat the markets;2. Hyperactive brokers and advisors can
time the markets;3. Market timing and stock selection are really important;4. The more
expensive a product or service, the more valuable it must be;5. Things that are exclusive or elitist
are more valuable.It is a system that depends on its ability to convince you, through the
expenditure of hundreds of millions of dollars of advertising, that you need to listen to these
“experts.” You don’t. Smart Investors don’t give their money to hyperactive brokers or advisers to
do things that they can do better themselves.3Smart Investing Takes Less Time than BrunchThe
first key to wisdom is defined, of course, as assiduous and frequent questioning.—Pierre
Abélard, 1079-1142, Sic et Non, translated by W. J. LewisSo why is this the smartest investment
book you’ll ever read? Because it is simple. It is understandable. It doesn’t beat around the bush
and it doesn’t pull punches. It tells you exactly why you should call your stock-picking, market-
timing, stockbroker or investment advisor today and tell him or her you are taking control of your
money.You are moving your money where you can get superior long-term returns without the
hassle and worry you currently have with your investments. You have seen the light—the light of
investing for market returns.If that isn’t smart, I don’t know what is.Brokers and investment
advisors cannot beat market returns over the long term.They talk the talk, but they can’t walk the



walk.There are hundreds of academic studies that demonstrate this fact conclusively.If investors
knew this, they wouldn’t use these brokers or advisors. But the securities industry, assisted by
the financial media, perpetuates the myth that they are able to beat the markets consistently
over the long term, and they hide the data that demonstrate conclusively that this simply is not
true.Investors of all stripes lose billions of dollars a year because they don’t understand that
there is an easy, sure-fire way to achieve market returns without using brokers or investment
advisors.And achieving market returns is a big deal. That’s because there is ample data
indicating that, over the long term, simply achieving market returns will beat 95 percent of all
professionally managed investment portfolios.Now that I have told you this secret, I am going to
explain how you can achieve market returns. It is simple, easy and not expensive.It should not
take you very long to read this book. But it is an investment of time that can change your
life.Once you have read the book, it shouldn’t take you more than ninety minutes to fill out the
necessary forms to have your money managed in a smart way. And after that, it shouldn’t take
you more than ninety minutes a year to make sure your investment portfolio continues to be
structured the way you want it to be.And you can do this yourself—you won’t have to pay a
broker or advisor.Now, if taking control of your financial life in ninety minutes a year isn’t smart, I
don’t know what is.4Drop Me to the Bottom Line!More often (alas), the conclusions (supporting
active management) can only be justified by assuming that the laws of arithmetic have been
suspended for the convenience of those who choose to pursue careers as active managers.—
William F. Sharpe, Nobel Laureate in Economics, 1990. “The Arithmetic of Active Management,”
Financial Analysts’ Journal, Vol. 47, No. 1, January/February 1991The chart on page 12 is the
bottom line. When you look at it, keep in mind that the “Low Risk” portfolio has the highest
percentage of bonds and the “High Risk” Portfolio has the highest percentage of stocks.In less
than a minute, you will understand the long-term historical returns and risks of the four portfolios
that are suitable for the vast majority of investors. You can quickly compare the differences in
returns and the differences in risk.The chart on page 13 tells you the name of the funds and the
correct percentage of those funds, in this example available from the Vanguard Group, that you
should purchase for the portfolio you determine is the right one for you. Comparable information
is provided in chapter 39 for funds available from other well-known fund families and for using
Exchange Traded Funds.It does not matter which of the fund families noted in chapter 38 you
use because they all offer index funds with low initial investments and low annual charges. By
“index fund,” I mean a fund that holds all of the stocks in a specific segment of the market. For
example, an S&P 500 index fund holds the stocks of the 500 widely held companies that make
up that index. In this way, without trying to time the market or pick a stock winner, this type of
fund will always match the returns of the stocks of those 500 companies, less the costs incurred
by the fund.FOUR VANGUARD MODEL PORTFOLIOS(Data Period:
1970-2004)COMPOSITION OF FOUR VANGUARD MODEL PORTFOLIOSThe overwhelming
academic data indicates that investors who follow this advice will beat the returns of 95 percent
or more of actively managed mutual funds over the long term.No broker. No advisor.No worry.



No stress.But I know you don’t believe me. It just can’t be this easy. You may even be skeptical
about some of the data I discuss in this book. You can check the sources for all data by reading
chapter 44.All I ask is that you read on with an open mind.A MARKET is a mechanism by which
potential buyers and potential sellers of items can be matched. In the world of stock and bond
investments, some markets are physical while others exist only as computer-to-computer
interchanges.STOCKS are ownership interests (equity) in companies. After a company has paid
all of its expenses for the year (including taxes and interest on debt), the remainder belongs to
the owners. The total money left divided by the number of shares of stock outstanding is known
as the earnings per share (EPS). This EPS can be reused by the company for growth or can be
returned to stockholders either as dividends or through a repurchase of the stock by the
company. The price of a share of stock increases or decreases in relation to the value potential
investors put on it when they analyze the company’s prospects for continuing to earn more than
the company’s costs in the future.BONDS are debt instruments. When you buy a bond you are
lending money to a corporation or a government entity. You receive a steady interest payment in
return for as long as you hold the bond. If you hold the bond to maturity, you receive the face
value of the bond at the expiration. If you sell the bond in the open market, it may be worth more
or less than face value, depending on the current interest rate of comparable bonds.INDEX
FUNDS are mutual funds (pools of money from many small investors) that invest in all or
substantially all of the stocks or bonds that comprise a particular index, in their appropriate
weighting. Index funds are often referred to as “passive investments” because their managers do
not buy and sell securities in an effort to earn more than the return on the index.5Smart Investing
Simply Makes SenseIf there are 10,000 people looking at the stocks and trying to pick winners,
one in 10,000 is going to score, by chance alone, a great coup, and that’s all that’s going on. It’s
a game, it’s a chance operation, and people think they are doing something purposeful . . . but
they’re really not.—Merton Miller, Nobel Laureate in Economics. Transcript of the PBS Nova
special “The Trillion-Dollar Bet,” 2000When President Bush and Republican congressional
leaders decided to try to eliminate the estate tax, they did a very smart thing. They took the
advice of some scholars at a conservative think tank and started referring to the estate tax as
the “death tax.”Public perception of this tax immediately changed. Today, you can spend an hour
explaining to a middle- or low-income person how there is absolutely no way his or her estate
will have to pay any estate tax, and that person will probably still vote for a politician who says he
wants to eliminate the death tax.Such is the power of a name.Those of us who advise clients on
how to invest for market returns find ourselves in a similar situation as those who for years have
wanted to eliminate the estate tax. The current terminology is a snore; it makes our readers’ and
our clients’ eyes glaze over.The current terminology for investing for market returns is “passive
investing.” What could be more boring? Do you want to be an active investor or a passive
investor? No one wants to be passive; it implies that you have no ability to have any influence on
an outcome.Another term historically used for market-return investing is “index-based
investing”—another less-than-scintillating bit of verbiage.Over the years, index-based or passive



investing has come to be equated with being “average.” And no one wants to be average. We all
want to live in Garrison Keillor’s Lake Wobegone, where all the women are strong, all the men
are good-looking and all the children are above average.That’s why we listen to hyperactive
brokers and advisors who say, “Why do you want your portfolio to be average? I can help you
make your portfolio superior. Our analysts can find undervalued stocks for you. We can
determine when the market is overbought or oversold and help you manage your portfolio to go
into and out of the market to maximize your return.” Sound familiar?But in reality, there is nothing
passive or average about investing for market returns. Nothing could be farther from the truth.
This nomenclature is outdated and unfortunate, and it needs to be abandoned.Welcome to the
new world of “Smart Investing.” It is populated by “Smart Investors.”You should be a Smart
Investor.Smart Investing is very simple. In a Smart Investment portfolio, you hold investments in
a group of funds that, in turn, have investments in all the securities (stocks or bonds) in a
particular index. This portfolio is very easy to implement.You will hold investments in funds that
represent three broad indexes. The three types of index funds you will hold are:1. An index fund
representative of the United States stock market in its broadest terms;2. An index fund
representative of the international stock market in its broadest terms; and3. An index fund
representative of the United States bond market in its broadest terms.I will show you how to
determine the exact percentage of your portfolio that you will hold in each of these three types of
index funds in greater detail later, and will give you the names of the index funds in which you
should invest.Smart Investing is, in reality, extremely aggressive, intelligent and very rewarding. It
is based on academically verifiable data and quantitative risk management.This data shows
clearly and unmistakably that, over the long term, Smart Investors will consistently outperform
those who attempt to beat the markets. That’s not average; that’s superior.Conversely, investing
with the goal of beating the markets is an ill-defined art, not a science. It is characterized by a
lack of risk measurement. It is akin to financial astrology. It is, in many ways, the equivalent to
gambling at a casino.I call that approach “Hyperactive Investing.” “Hyperactive Investors” listen
to brokers and other financial advisors spin their tales of how one particular stock or another will
somehow defy the logic of market efficiency, how the whole world is wrong but that broker is
right and the stock is not currently priced correctly. If you truly believe in markets, you believe
that the market does, by definition, price each and every stock correctly as determined by
buyers willing to buy at any given price and sellers willing to sell at any given price.It is an easy
choice: Smart Investing based on reams of sound academic data that is easily verifiable, or
Hyperactive Investing, based on hype and hope?You may be surprised to learn that, according
to a recent study, Smart Investing accounts for the vast majority of the trades in the United
States. Unfortunately, it is likely that you, your friends and neighbors are part of the
disadvantaged minority if you are relying on the advice of your hyperactive broker or advisor.It’s
time to become a Smart Investor.
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M. Smith, “Changed my View on Investing. This was no-joke the first investment book I ever read
10 years ago. It’s a pretty short book, and a quick read - which is honestly what got me to the
point where I was willing to read it. While It didn’t lay out specifics of what exactly you should do,
it clearly pointed out the most dangerous pit falls of what you shouldn’t do, and set me on a
course of exploring more about personal finance than I ever thought I’d be interested in. 10 years
later, I’m managing my own investments and am ‘ahead’ of most retirement targets. I honestly
owe a lot of that to this book sparking my interest into a field that is ripe with mines, but
something that is very do-able for the average person to manage themselves.”

Doddering Brit, “Surprise! Book title is entirely reasonable.. One line book summary: Use this
simple method to manage your retirement investments; long-term, you will make more than a
PFA can make on your behalf.So like me you are an average kind of bear. Retirement investing
is too confusing, risky and worrying for bears of little brain? You'd rather pay fees and have
someone else do the brain work. That was my take. That's why I enjoyed this book and was
influenced by it.If you are tempted to use a personal financial adviser or investment manager
(PFA) of some sort to manage your retirement investments, or if you are considering doing so,
you should certainly read this book. The book can be summarized as: 33 very short chapters
explaining how using a PFA, especially a hyper-active adviser, limits your gains; 8 short chapters
explaining what you should do instead. I skipped to chapter 34 and read the "Four step
process", a recipe which is so simple I laughed. Then I did some really dumb math using
historical data. Then I was really motivated to read why Solin's simple process was so much
better, and so I read the first 33 chapters.The author does a very competent and professional
job of explaining why investment managers in general have not, cannot, and will not outperform
the market - unless they work for free or pay you! It's all backed up with references from refereed
articles, and/or very credible sources, often surprising sources. It's not necessary to read all 33
chapters, but it's fascinating, especially in these times of sordid financial dealings. His
conclusion seems to be: get real, and be happy with getting average market returns over the
long haul - you are very probably not going to beat the market any other way, and very likely do
worse.The (4-step) recipe really is simple. If you can subtract your age from 100, then the hard
math is done. Then Solin tells you EXACLY which no-load, index funds to buy depending on
which brokerage you want to use, and in what proportions to mimic "the market". Apart from re-
balancing the investment proportions each year ... that's it.The book is powerful, but you
probably don't need to read all 33 chapters to get the message about PFAs.”

Taiwo Fuwa, “Not Bad. Make a lot of sense with the investment, saving, insurance
premiums.Sometimes there is no choice but to keep your money and sometimes you take the
risks, either way, you are choosing to invest or not to invest.Just decided and live with the



consequences of loss or reward of the profits”

george millar, “Four Stars. Good”
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