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You can't build a great building on a weak foundation

You can't build a great building on a weak foundation. You must have a solid 
foundation if you're going to have a strong superstructure - Gordon B. Hinckley

https://www.brainyquote.com/quotes/gordon_b_hinckley_539629


No Debt

1. You can’t get far in life by paying 15-18 percent on your credit card balance.
2. 44.7 million Americans have student loan debt that add up to $1.71 trillion.
3. Some kinds of debt are good. A mortgage that you can comfortably afford 

without losing your sleep is an example for good debt.

https://studentloanhero.com/student-loan-debt-statistics/


Set up an emergency fund





Most of us need income from our paycheck every month. What happens if our 
paycheck stop coming? It is better to keep six months of expenses in a safe place. Do 
not worry about the interest. The mental comfort this provides is much higher than the 
interest income.

The letter on the slide was written by in 1939 by Ernest to his youngest son, Fred, 
who is Warren Buffett’s uncle. Warren Buffett shared the letter in his 2010 letter to 
shareholders. Buffet writes,

“... Similar letters went to his other four children. I still have the letter sent to my Aunt 
Alice, which I found – along with $1,000 of cash – when, as executor of her estate, I 
opened her safe deposit box in 1970.

Ernest never went to business school – he never in fact finished high school – but he 
understood the importance of liquidity as a condition for assured survival. At 
Berkshire, we have taken his $1,000 solution a bit further and have pledged that we 
will hold at least $10 billion of cash, excluding that held at our regulated utility and 
railroad businesses.

Because of that commitment, we customarily keep at least $20 billion on hand so that 
we can both withstand unprecedented insurance losses (our largest to date having 
been about $3 billion from Katrina, the insurance industry’s most expensive 
catastrophe) and quickly seize acquisition or investment opportunities, even during 
times of financial turmoil.”

https://www.berkshirehathaway.com/letters/2010ltr.pdf


Can I not keep the excess cash under the mattress?

Or in my checking account? Why should we invest the excess money instead of 
keeping it as cash?



The price of tall Mocha went up 2.4x in 16 years.

I still remember drinking my first cup of tall Mocha from Starbucks in 2005. I think it 
costed $1.85 and my good friend paid for that Mocha.

Do you know how much a tall Mocha costs today? $4.42. In 16 years, the price of 
Mocha went up by 2.4x, representing 5.6% inflation.

The money saved in 2005 couldn’t retain its purchasing power. This loss in 
purchasing power is called as inflation.

https://www.fastfoodmenuprices.com/starbucks-prices/


Rent for 1-bedroom 
apartment is up 2.8x 
in 16 years.

In 2005, rent for a single bedroom apartment in Sunnyvale was $975. Today, the 
same apartment will cost $2,700, if not even more. Rent went up by 2.8x, 
representing 6.6% inflation.



Not everything went up in price.

In 2019, we purchased 75 inches Samsung smart TV for the same price we paid for a 
40 inches Samsung TV in 2008.

TV’s today have a lot more features compared to what they offered in 2008. It can 
connect to the internet. It can stream our favorite shows and movies from Netflix, 
HBO, Disney Plus, Amazon Prime, and YouTube.



Inflation eats into your savings

From 2003 to 2021, Consumer Price Index (CPI) grew from 183 to 267, an inflation 
rate of 2.12%
Watch this video to understand how to CPI is computed.

https://fred.stlouisfed.org/series/CPIAUCSL
https://www.youtube.com/watch?v=-IvsuVtzGko


Let’s experiment with CPI Inflation Calculator

CPI Inflation calculator

CPI going up from $100 to $142.40 in 18 years represents an inflation rate of 2%, 
inline with the CPI chart from the previous slide.

https://www.bls.gov/data/inflation_calculator.htm
http://www.moneychimp.com/calculator/discount_rate_calculator.htm


Assets owned by US Households

Source for this chart.
Breakdown of US Household assets can be found here.

https://www.federalreserve.gov/releases/z1/dataviz/z1/balance_sheet/chart/#series:assets
https://fred.stlouisfed.org/release/tables?rid=52&eid=810420&od=#
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All things being equal, the chart shows how asset return correlates with asset’s safety, 
duration of the holding period, and volatility of price. Correlation doesn’t mean the 
relationship is causal.



Source: Ranking Asset classes by historical returns from 1985 - 2020.

https://www.visualcapitalist.com/historical-returns-by-asset-class/


Relationship between asset price and interest rate

Asset price and interest rates are inversely proportional. Let’s understand this 
relationship through a hypothetical example.



There are 2 key takeaways from our hypothetical example:

1. Price and Interest are inversely proportional. When price goes up(down) 
interest rates go down(up).

2. Interest rate for the safe asset determines the interest rates for all other 
assets.



Price and Interest rates are inversely proportional
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US 10-year Treasury sets the risk free interest rate

Source: TradingEconomics

The current US 10-year Treasury interest rate is 1.45%.

It’s like our Safe company, setting interest rate for all other assets. Remember, price 
and interest rate are inversely proportional. Influencing interest rate will influence the 
price of asset.

https://tradingeconomics.com/united-states/government-bond-yield


A bird in the hand is worth two in the bush.

Time value of money is the most important concept in finance.

A $100 today is worth more than $100 one year from now.

At 10% interest, $100 will compound to $110. At the same 10% interest, $110 when 
discounted is worth only $100.



What is the best investment one can make?





The Little Book of Common Sense Investing 

https://www.amazon.com/Little-Book-Common-Sense-Investing/dp/1119404509


Thank You


