Building a Multi-Million Dollar Retirement Portfolio—One Small Payment at a Time

If you are new to investing, | want to offer you a different way to think about what you're
doing.

You are not “playing the market.”
You are not trying to guess the next hot stock.
You are not competing with hedge funds.

You are building a multi-million dollar retirement portfolio—one small payment at a time.
That may sound ambitious. It may even sound unrealistic. But it is neither. It is a
mathematical possibility grounded in history, discipline, and time. And the earlier you
understand the process, the more powerful it becomes.

This article grows out of Boot Camp #5 in our Sound Investing series. Of the ten
sessions, this may be the most important for young investors because it focuses on the
accumulation phase—the decades when your future is being built quietly in the
background of your life.

The mission is simple: teach do-it-yourself investors to do it better. And “better” begins
with structure.

Your Retirement Account Is Not a Lottery Ticket. It’s a Business.

Let’s start with a mental model.

Instead of thinking about a “portfolio,” think about building a business.

When you invest in broadly diversified index funds, you are buying ownership in
thousands of companies. You are not betting on one CEO, one product, one idea, or

one country. You are becoming a fractional owner in global capitalism.

You won'’t be allowed to fire the management. You won't sit in the boardroom. But you
will participate in the profits.

And historically, businesses—collectively—have grown.

Not every company survives. Many fail. But diversified ownership across thousands of
firms has historically been resilient through:

e \Vars
e recessions
« inflation



« political turmoil
« technological revolutions
« financial crises
This is not speculation. It is ownership.

And ownership, when paired with time, can be extraordinarily powerful.

The $83.33 “Mortgage” That Can Change Your Life

In the fixed contribution tables we reference in Boot Camp #5 podcast and video, we
use a very simple starting point:

«$1,000 per year

« About $83.33 per month

e Increase the contribution by 3% per year

« Continue for decades
That’s it.
No market timing.
No stock picking.
No predictions.
Just a disciplined, increasing contribution—like a mortgage payment to your future self.
Why increase it 3% annually? Because your income should grow over time. Inflation
rises. Raises happen. Careers develop. Increasing contributions automatically keeps
your savings aligned with your life.

Over 40 years, that $1,000 per year—growing at 3% annually—adds up to roughly
$75,000 in total contributions.

That'’s the total you invest.

What happens next depends on how your “business” performs.

The Early Years: You Are the Engine

One of the most important lessons from the fixed contribution tables (Table C1and C3a)
is this: Table C1 and Table C3a.



https://www.paulmerriman.com/boot-camp-5-fixed-contributions#gsc.tab=0
https://youtu.be/TVkXxUrvn2o
https://irp.cdn-website.com/6b78c197/files/uploaded/C1-53b7927c.pdf
https://irp.cdn-website.com/6b78c197/files/uploaded/%28C3%29+Fixed+Contribution+Tables+%2850-50%29+-+2025+Returns.pdf

In the early years, your contributions matter more than the market.

During the first decade, most of your portfolio’s value comes from what you put in—not
from market growth. The returns may help or hurt, but you are the primary driver.

This is why young investors often underestimate the power of consistency. They look at
the account balance after two or three years and feel underwhelmed.

But the first decade isn’t about getting rich.
It’'s about building scale.

Once the account becomes large enough, compounding begins to matter more than
your contributions.

That is when the growth engine flips to the businesses, not your new contributions.

Risk Is Real—But So Is Recovery

The fine-tuning tables (such as B1 and B3a) show year-by-year returns going back
decades. They do not hide volatility. They do not smooth reality.

There were periods when diversified equity portfolios declined dramatically—sometimes
40% or more. Three times between 1970 and 2025, equity markets experienced
declines of roughly 50%.

That is not comfortable.

But here is the key: historically, those declines were followed by recoveries and new
highs.

The lesson is not “there is no risk.”
The lesson is: risk is survivable—if you are diversified and disciplined.

And that is exactly why asset allocation matters.

Diversification Among Equity Asset Classes: The Difference a Decade Can Make
Now we come to a powerful real-world example.

The decade from December 31, 1999 through December 31, 2009 is often called “the
lost decade” for the S&P 500.


https://irp.cdn-website.com/6b78c197/files/uploaded/%28B1%29-Fine-Tuning-Tables-%2850-50%29---2025-Returns.pdf
https://irp.cdn-website.com/6b78c197/files/uploaded/%28B3a%29-Fine-Tuning-Tables-%2850-50%29---2025-Returns.pdf

The technology bubble burst.

The market fell sharply.

It recovered.

Then the financial crisis struck.

At the end of that ten-year period, many S&P 500 investors had little to show for a full
decade of patience. A portfolio worth almost $700,000 at the beginning of the decade
finished with about $663,000 after contributing another $27,825.

But what happened if you weren’t invested only in the S&P 5007

In the Worldwide 4-Fund Portfolio—a diversified mix including U.S. large, U.S. small,
U.S. value, and international equities—the outcome was dramatically different.

The value at the start of that period was approximately $725,000.

By the end of 2009, that same diversified portfolio was worth about $1,346,000.
Same investor.

Same discipline.

Same commitment to equities.

Very different result.

Why?

Because large U.S. growth stocks struggled severely during that decade. But other
equity asset classes—particularly small-cap value and international companies—

experienced periods of strength.

Diversification prevented the entire portfolio from being hostage to one segment of the
market.

And here is where it becomes personal.

If you were planning to retire in 2009 and your portfolio had stagnated for ten years, you
might have postponed retirement.

But if your portfolio had grown from $725,000 to over $1.3 million, your decision might
have been very different.

That difference could easily have meant retiring in 2009 instead of waiting until 2019.

That is not theory.
That is the practical impact of diversification.



Diversification Doesn’t Win Every Year
It is important to say this clearly:

There will be periods when the S&P 500 outperforms diversified portfolios. There were
years after 2009 when large U.S. growth stocks surged dramatically.

During those years, diversification may feel frustrating.
But diversification is not designed to outperform every year.
It is designed to reduce the probability that one “lost decade” derails your financial life.

That is a very different objective.

Sequence of Returns: Why Timing Still Matters (But Not the Way You Think)
Another critical concept is sequence of returns.

If you invest a single lump sum and leave it alone, the outcome depends heavily on the
total compound return over time.

But if you are contributing every year, or withdrawing during retirement, the order in
which returns occur can dramatically influence the outcome.

A bad decade at the beginning of retirement can be devastating.

A bad decade early in your accumulation years, however, can be a gift—because you
are buying shares at lower prices.

You cannot predict the sequence.
You can only prepare for it.

And preparation means diversification, discipline, and realistic expectations.

Employer Matching: The Instant Accelerator

If you are fortunate enough to work for a company that matches your retirement
contributions, capture it.



That match is not market-dependent. It is not speculative. It is additional compensation.

If your employer matches 3% of salary and you contribute enough to receive it, you are
immediately doubling that portion of your investment.

Over 40 years, that can mean the difference between hundreds of thousands—or even
millions—of dollars.

If you ignore the match, you are voluntarily leaving part of your paycheck on the table.

The Hardest Part Is Not Math. It’s Behavior.
The numbers in these tables are powerful. But numbers alone do not build wealth.
Behavior does.

| once worked with a retiree who agreed in advance that her portfolio could decline 10%
or more in difficult markets.

After the first month, her account fell about 1%.
She wanted out.

The theoretical loss she had accepted became emotionally unacceptable once it was
real.

This is why education matters.

It is not enough to know expected returns. You must understand what losses look like—
and still choose to stay.

Bringing This Back to You—The Young Investor
If you are 22 years old, this entire discussion may feel distant.

Retirement is 40 or 45 years away. The numbers look abstract. The tables look
academic.

But here is what matters:

Time is the most valuable asset you will ever own in investing.



If you start at 22 instead of 32, you are not just adding ten years. You are multiplying the
effect of every dollar you contribute.

If you start at 32 instead of 42, the same is true.
The market does not care how enthusiastic you are.
It does not reward good intentions.

It rewards time in ownership.

Your job right now is not to maximize returns.
It is to start.

Start the $83.33 per month.

Start the Roth IRA if you qualify.

Start capturing the employer match.

Start learning what diversification really means.

Because one day—sooner than you think—you will look back and realize that those
small, boring payments built something extraordinary.

Not by guessing.
Not by gambling.
Not by chasing.

But by owning thousands of businesses, increasing contributions steadily, and staying
the course through good decades and difficult ones.

Building a multi-million dollar retirement portfolio is not magic.
It is mathematics plus discipline plus time.

And it begins with one small payment.



