
For the Instantly 

Wealthy 

Receiving a large sum of money all at once sounds like a dream come 
true.  But for some, and I'm sure you've heard the stories, it can be-
come a nightmare.  According to the National Endowment for Financial 
Education, about 70% of people who come into a windfall of cash, 
whether from the lottery or more often from an inheritance, insurance 
settlement or pension payout, will deplete those funds within a few 
years of their receipt. In a 2017 article, Sports Illustrated noted that 
80% of NFL players are broke within the first three years after leaving 
the League.  While roughly 60% 
of former NBA players were 
broke within five years of their 
final game. What's going on? 

The theory used to be that      
receiving a large sum of cash 
"ruined people" and drove them 
to make bad decisions. But     
research shows otherwise. Don 
McNay is a financial advisor and 
a national expert on the habits of 
lottery winners and he says; 
"The problem is wealth. Once 
people have it, their bad patterns 
only get worse."  So, receiving a 
windfall doesn't necessarily 
change a person, it just amplifies their poor money habits, which for 
many of us means excessive shopping. 

The second problem that often occurs when a person 
becomes instantly wealthy is the unsolicited advice they 
receive.  Once other people find out the large sum of 
money exists, the instantly wealthy are told to do this 
with the money or that with the money.  The most       
frequent piece of advice that’s given is to pay off their 
home mortgage.  If they come see me, and are consid-
ering paying off their home, the first question I would ask 
is how long they plan to live in the home.  The reason 
being is because this cash windfall opens other doors, 
such as the ability to move closer to family or to upsize 
their current home. If either is a possibility, I typically  
advise against paying off the home.  Paying off other 
debt however, usually makes a lot of sense which is why 
a person needs a trusted financial advisor.  Someone 
they can talk with, who will listen and help them make 
the right decisions. This person might be a Certified   

Financial Planner Professional
TM

, an attorney, a Certified Public Ac-
countant, or all three working together as a team. 
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The third problem the instantly wealthy will face are salespeople. 
They come from every direction and can be very aggressive and 
overwhelming. The first response I would suggest is this: "My finan-
cial advisor and I have agreed that I will wait one year before making 
any decisions with this money."  This statement puts the instantly 
wealthy back in the control seat and deters most salespeople.  If the 
product they’re offering looks interesting, they can take the materials 
to one of their trusted advisors to review.  The bottom line is this,    
getting professional advice can help protect the financial windfall so 
it’s still there for the future. 
 
I've seen many people struggle with becoming instantly wealthy. The 
following are a few case examples that may provide some guidance. 
 
The Surviving Spouse:   I see a lot of widows/widowers who have  
received large payments from life insurance policies after their 
spouse’s death.  They may also have inherited a retirement account, 
annuity, individual investment account and property, and want to 
know how they all work. In many cases, the surviving spouse didn’t 
handle the day-to-day finances so they’re a little ill at ease with     
making financial decisions. Having this windfall of money makes them          
uncomfortable and they’re not sure what to do with it all.  Even though 
most people have heard the advice to not make any big decisions  
within the first year, but it doesn't seem to help.   
 
In almost every case, the instantly wealthy ask me if it's ok to give 
some of the money to their children. And in almost every case, I ad-
vise against it.  I see so many parents paying bills that belong to their 
adult children.  These children work and are in their 40's and 50's but 
have become dependent upon their parents to solve their financial 
problems.  The longer the parents bail them out and the more money 
that is given, the worse the problem becomes.      Giving children 
money, regardless of their age, prevents the     children from being 
self-reliant and living within their own financial means.   
 
I don't mean to sound cruel because I have helped my own      chil-
dren from time to time.  But they know I want them to work through 
their financial problems without my help.  Money should only be given 
after a plan is made for the surviving spouse’s      financial future and 
it is clear they can afford to give the money away.  Part of the plan 
should include tracking their expenses for a month to determine if 
their cash flow will be adequate to cover their expenses.  Also, a long-
range plan needs to be created to ensure they can handle unex-
pected expenses such as long-term care.  
 
If you are the beneficiary of a life insurance policy, you need to know 
this money is not taxable.  On the other hand, if you inherit a retire-
ment account from your spouse, the entire amount is taxable.  And, if 
you inherit an annuity, the amount initially invested is not taxable but 
the growth from that initial investment is taxable.  So, if you did decide 
to use some of this money for home repairs or gifts, I would typically 
advise you to use the non-taxable money first.   This situation is an-
other reason why sitting down and discussing everything with a Certi-
fied Financial Planner

™
 (CFP

®
) professional can be helpful. 
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One last thing for the surviving spouse:  You may hear the phrase, 
“step up in cost basis to the date of death value,” and wonder what that 
means.  Here’s an example.  Your husband bought Home Depot stock 
in an individual investment account when Home Depot was selling for 
$50 per share. Its current value has grown to $200 per share.  Upon 
the investment company receiving a copy of the death certificate with 
the beneficiary’s instructions, the cost basis of $50, will be “stepped up” 
to the date of death value, which is now $200.  This stepped-up cost 
basis means you can inherit appreciated stock and have the ability to 
sell it without owing any taxes on the sale.  This also applies to inherit-
ed property. 
 
The Adult Child:     
According to the 2018 United Nations World Population Prospects re-
port, approximately 7,452 people die every day in the United States. 
And some of these people have accumulated great wealth.  Many par-
ents don’t talk with their adult children about their finances because it’s 
personal.  Some don’t talk with their children because they believe if 
the children knew about the inheritance, they would have less motiva-
tion to work and save for themselves.  Others just don’t want to create 
false expectations because this money may need to be spent on long-
term care. 
 
For adult children, the questions are the same as for the widow or    
widower, but one answer is different.  If an adult child inherits a          
retirement account from a parent, the account can be rolled into a    
beneficiary retirement account in the child’s name. They will be         
required to take annual Required  Minimum Distributions based on their 
life expectancy.  The younger the adult child, the smaller the Required 
Distribution.  This allows the account to hopefully grow in value for the 
child’s future benefit. 
 
The Recipient of a Settlement:    
The receipt of life insurance benefits is between the surviving family 
member and the insurance company.  No one else will know this   
money exists so it is easy to keep the transaction private.  A settle-
ment, on the other hand, usually involves an injury and takes months or 
years to work through, which allows family members and friends to 
learn the details.  Pressure from family members to "help them" are 
tough.  But you must remember that you are the person who needs this 
money to take care of the rest of your life.  Especially if you are no 
longer able to work.  Think of it this way; If you help your family mem-
bers and spend down your assets, who will be there to help you pay 
your bills in the future?   
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The Recipient of a Lump-Sum Pension: 
This one is interesting because the person knows years in advance 
they will receive this money from their employer.  A lump-sum pen-
sion can be a wonderful thing if invested so that it continues to grow 
as you age and take distributions.  Many of our clients have pension 
accounts that we manage and provide advice on how much they can 
withdraw, etc.  However, I do see people who have the notion they 
are not going to live very long, therefore, they spend down this money 
faster than they should.  For some reason, age 75 is very popular.  
They take the amount of their pension, divide it by the number of 
years they believe they will live and the resulting figure is how much 
money they think they can spend each year.   
 
The fact that your parents died at age 75 has no bearing (usually) on 
how long you will live. I do my best to help people look at the big    
picture and to plan for living a long, healthy life. If you would like to 
see a personalized estimate of how long you may live, visit the web-
site https://livingto100.com and click on Take the Calculator.  It is free. 
 
The Recipient of Lottery Winnings: 
Just like NFL players, lottery winners frequently go broke within a few 
years.  How can this be?  Let’s say you win $50 million, so after taxes 
are paid you have approximately $25 million.  Soon, all sorts of     
people want you to invest in their businesses or real estate.  Many 
times the lottery winner is not familiar with these types of investments 
and can easily and quickly lose a lot of money. 
 
Another reason they go broke so quickly is they believe they can sup-
port the lives and spending habits of others.  They begin helping 
friends and family by purchasing big ticket items for them which can 
rapidly take a negative toll on your finances. 
 
The main advice for lottery 
winners is two words: Stay 
Anonymous.  Jason Kurland, 
a lawyer who specializes in 
assisting lottery winners,     
recommends that if you win 
over $1 million you immediate-
ly meet with a Certified        
Financial Planner               
Professional™, an  Attorney, 
and a    Certified   Public     
Accountant to work out a plan 
of what to do with this windfall 
of cash before making      
promises to anyone.  The goal 
is to figure out what you want 
to do with this money and whether you want to deposit it into an     
account in your name, or into a trust or entity named account.  He  
also suggests closing your Facebook account and any other similar 
type account because as soon as the word gets out that you’re a    
winner, you’ll receive requests for money from everyone.  
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Tips for the Instantly Wealthy: 

• Keep the information to yourself as much as possible. 

• Delay making any big decisions for at least one year. 

• Review current vices that tend to get out of control.  For example; 
shopping. 

• Find a Certified Financial Planner® professional at www.cfp.net 
and ask for advice.   

• Find an attorney and an accountant that you trust, if you don’t have 
one already. 

• Do not let anyone sell you a product. 

• Do not feel pressured to give this money away. 

• Visit https://livingto100.com  for an estimate of your life expectancy. 

• Lay out a financial plan that provides for your secure future. 
 
 
 
 
 
What Does Rosenberg Financial Group, Inc. Do? 
We believe that most investors want a specialist.  They want to call 
and talk to a person that understands them and can provide for their 
needs.  They don’t want a person who represents a company that is 
trying to push more of their products through their sales system. 
 
At Rosenberg Financial Group, Inc., we have created the RetireRelax 
Solution™ that assists us in managing our clients’ money. This        
disciplined investment approach for retirees and pre-retirees includes 
an  exit strategy when we feel that risk is high. Keeping an eye on the  
investment landscape for our clients is something we do each and   
every day. 
 
To learn more about us, just download the report:  "What Do I Need 
To Know About Rosenberg Financial Group, Inc.?" from our web-
site. 
 
To learn about our complementary consultations, just download the 
report:  "What Can You Expect When You Come In For Your Com-
plementary Consultation?" from our website.   
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Additional Free Reports On Our Website: 
 

Can I Afford to Retire?   

Maximizing My Social Security Benefits   

What Do I Need to Do to Plan For My Secure Retirement?   

Who Will Really Get My Money When I Die?  

Your Stock Market Survival Guide   

Avoiding Internet Scams and Identity Theft   

Should I Keep My Money Where It Is or Roll It Into An IRA?  

What to Do When Your Spouse Dies  

 
Office Locations 

2517 Moody Road, Suite 100 · Warner Robins, GA  31088 

(478) 922-8100 · (800) 777-0867 

 

4875 Riverside Drive, Suite 201  · Macon, GA  31210  

(478) 741-4457 · (800) 777-0867 

 

Securities and investment advisory services offered through Royal Alliance Associ-
ates, Inc. (RAA), member FINRA/SIPC. RAA is separately owned and other entities 

and/or marketing names, products or services referenced here are independent of 
RAA. 

 
The information herein has been obtained from sources we believe to be reliable, 
but we do not guarantee its accuracy or completeness.  Neither the information nor 
any opinion expressed constitutes a solicitation for the purchase of sale of any se-
curity.  Past performance is no guarantee of future results.  Investing involves risk, 
including the potential loss of principal.  No investment strategy can guarantee a 
profit or protect against loss in periods of declining values. 

This is for informational purposes only and is not intended to be legal or tax recom-
mendations, advice, or endorsements.  Tax laws are complex and you should con-
sult your tax advisor to find out how this information may apply to your specific sit-
uation.  Please consult your tax advisor before making any decision that may affect 
your tax situation. 

Websites provided in this paper are provided strictly as a courtesy.  When you link 
to any of the websites provided herewith, neither Rosenberg Financial Group, Inc. 
nor Royal Alliance Associates, Inc. make any representation as to the completeness 
or accuracy of information provided at the sites.   

 

If you're in the market 
for a Financial Advisor 
please contact us for a 
no-cost consultation.   
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Macon and Warner 

Robins for your 
 Convenience. 

www.RetireRelax.com 
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