
AI-03747 3 ETF Strategy

Owner R Rigel Arcayan

Tags Investing

Created time

The video, titled "Best 3 ETF Portfolio to make you VERY RICH (Investing in

2026)" from the channel John's Money Adventures, outlines a simplified

"Bogleheads-inspired" investment strategy. Below is the extracted text of the

presentation, organized by the core concepts and the three specific ETFs

recommended.

The Philosophy: Modernizing the Three-Fund Portfolio

The presenter argues that traditional investing has become overly complex. He

suggests moving away from the classic "Total US / Total International / Total

Bond" model to a modernized version better suited for 2026 and beyond.

The Three Rules:

1. Pick one ETF from each category: Do not double up; keep the portfolio clean.

2. Know your goal: Adjust the weightings based on whether you need growth

(younger) or income (closer to retirement).

3. Stay consistent: Reinvest dividends and do not panic during market dips.

ETF 1: The Anchor (VTI)

Vanguard Total Stock Market Index Fund ETF

Role: The foundation. It owns over 3,500 publicly traded companies in the US.

Performance Stats:

Dividend Yield: 1.13%

10-Year Dividend Growth: 6.16%

10-Year Annual Share Appreciation: 12.45%
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The Projection: A $10,000 investment in VTI alone is projected to grow to 

$387,355 over 30 years with dividends reinvested.

ETF 2: The Growth Engine (QQQ)

Invesco QQQ Trust

Role: Replaces the traditional international slot. It tracks the NASDAQ 100 (top

non-financial companies like Apple, Microsoft, and Nvidia).

Performance Stats:

Dividend Yield: 0.46%

10-Year Dividend Growth: 9.73%

10-Year Annual Share Appreciation: 19%

The Projection: A $10,000 investment in QQQ is projected to grow to 

$1,920,977 over 30 years (assuming historical 19% growth continues).

ETF 3: The Income Layer (SCHD)

Schwab US Dividend Equity ETF

Role: Replaces the traditional bond slot. It focuses on companies with strong

balance sheets and a history of rising dividends.

Performance Stats:

Dividend Yield: 3.39%

10-Year Dividend Growth: 10.61%

10-Year Annual Share Appreciation: 8.92%

The Projection: A $10,000 investment in SCHD is projected to grow to 

$422,014 over 30 years, generating approximately $1,694 per month in

passive dividend income.

Combined Portfolio Results

By splitting an investment equally (33.3% each) across VTI, QQQ, and SCHD, the

portfolio achieves:
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Combined Yield: 1.66%

Combined Dividend Growth: 8.83%

Combined Appreciation: 13.46%

Scenario A: The $10,000 Lump Sum

After 10 years: $39,840

After 20 years: $151,525

After 30 years: $560,970 (Beating the average American retirement savings of

$334k by over $226k).

Scenario B: The $10 a Day Habit

After 10 years: $73,084

After 20 years: $349,627

After 30 years: $1,364,774

At the 30-year mark, this habit could generate $5,018 per month in passive

income.

The video concludes by emphasizing that while markets don't move in straight

lines, the long-term trajectory of these three sectors—total market, tech growth,

and dividend equity—provides a balanced path to wealth.

This investment strategy focuses on a modernized "three-fund portfolio" designed

for long-term wealth accumulation. It moves away from traditional bond and

international funds, favoring a balance of total market stability, high-growth

technology, and consistent dividend income.

The Three-Core ETFs

The strategy allocates capital equally across three specific funds, each serving a

distinct mechanical purpose:

The Anchor (VTI - Vanguard Total Stock Market): Provides broad exposure to

the entire U.S. economy (3,500+ companies). It acts as the safety net,

ensuring the portfolio captures the general growth of the American market

with very low fees.
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The Growth Engine (QQQ - Invesco QQQ Trust): Focuses on the top 100 non-

financial companies on the NASDAQ. This fund captures the aggressive

growth of sectors like AI, semiconductors, and cloud computing.

The Income Layer (SCHD - Schwab US Dividend Equity): Replaces traditional

bonds. It targets battle-tested companies with strong balance sheets that

consistently raise their dividends, providing both share price appreciation and

increasing passive income.

Portfolio Management Rules

1. Simplicity First: Use only one ETF per category to avoid "portfolio clutter."

2. Goal Alignment: While a 33% equal split is the baseline, investors can lean

heavier into QQQ for growth or SCHD for stability depending on their age.

3. Consistency: The model relies on the "reinvest and leave alone" approach,

emphasizing that time in the market is more important than timing the market.

Performance Projections

The strategy highlights the power of compounding through two main scenarios:

The Lump Sum: A one-time $10,000 investment is projected to grow to

approximately $560,970 over 30 years.

The Daily Habit: Investing just $10 a day (roughly $3,650 a year) is projected

to grow into over $1.36 million after 30 years.

By the 30-year mark, the "Daily Habit" approach could potentially generate over 

$5,000 per month in passive dividend income, significantly exceeding the

average American retirement savings.

Synthesize the contents and create a 22 point guidelines

Based on the principles of "Extreme Essentialism" and methodical engineering,

here are 22 guidelines synthesized from the 2026 ETF strategy. This framework

prioritizes high-utility, low-maintenance wealth accumulation through a "Deep

Quiet" financial lens.

The Foundations
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1. Adopt the Rule of Three: Limit your portfolio to exactly three ETFs. Each must

serve a distinct mechanical purpose: an Anchor, a Growth Engine, and an

Income Layer.

2. Eliminate Redundancy: One fund per category. Overlapping funds create

"clutter" without adding structural strength.

3. The Anchor Strategy: Use a Total Market fund (like VTI) to bet on the entire

economy rather than individual sectors. This ensures you never have to "pick

winners."

4. The Growth Engine Upgrade: Replace traditional low-yield international slots

with a concentrated growth fund (like QQQ) to capture global dominance via

top-tier tech firms.

5. The Income Layer Evolution: Replace stagnant bonds with dividend-growth

equity (like SCHD). Seek assets that offer both yield and share price

appreciation.

6. Prioritize Mechanical Necessity: Only invest in funds with high liquidity, low

expense ratios, and proven track records of transparency.

The Engineering Framework

1. Calculate Your Base Weighting: Start with an equal 33.3% split across the

three funds to maintain a balanced center of gravity.

2. Apply Age-Based Calibration: Adjust weightings based on your proximity to

your "decumulation" phase—more growth for accumulation, more dividend

equity for income.

3. Ignore International Underperformance: Recognize that modern domestic

giants are inherently global; you do not need dedicated international funds to

gain global exposure.

4. Focus on Cash Flow Reliability: Ensure your income fund (the third slot)

consists of "battle-tested" businesses with strong balance sheets that survive

recessions.

5. Account for Inflation: Avoid fixed-income assets (bonds) that have a "ceiling."

Use growing dividends as a natural hedge against rising costs.
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Tactical Execution

1. The Power of the Small Habit: Never underestimate the $10-a-day habit.

Systematic, small contributions often outperform inconsistent large windfalls.

2. Automate Reinvestment: Set all dividends to "DRIP" (Dividend Reinvestment

Plan) to ensure compounding happens without manual intervention.

3. Maintain "Deep Quiet" Discipline: Ignore the 24-hour news cycle and

speculative startups. Your portfolio should be boring and highly effective.

4. Minimize Friction: Keep your investment platform simple. If you can’t manage

it from a single dashboard, it is too complex.

5. Practice Financial Essentialism: Focus only on the metrics that drive long-

term value: yield, dividend growth, and annual appreciation.

6. Volatility Acceptance: Accept that growth engines (like QQQ) will dip. View

these dips as structural adjustments, not reasons to exit.

The Long-Term Mission

1. The 30-Year Horizon: Build every projection on a 30-year scale. Short-term

fluctuations are irrelevant to a mission-focused strategy.

2. Target the $1M Threshold: Aim for a portfolio value that generates enough

passive income to cover core lifestyle expenses (the "2-suitcase life" budget).

3. Plan for Decumulation: Align your portfolio growth with your "Die With Zero"

strategy, ensuring assets are positioned for transition or consumption at

specific milestones.

4. The "Coffee Budget" Benchmark: Use the $10 daily investment as a

psychological floor. It proves that wealth is a matter of discipline, not just high

income.

5. Value Autonomy over Performance: The ultimate goal is not to have the

"best" portfolio, but the one that requires the least amount of your time to

manage, granting you total freedom of movement.

4-Way Monte Carlo

Inputs:

Starting portfolio: $2,000,000
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Withdrawal: $100000/year.

Time horizon: 30 years

Run VGT vs VOO vs VTI vs SCHD 4-way Monte Carlo

A $100,000 withdrawal on a $2,000,000 portfolio sets your initial withdrawal rate

at 5.0%. In the world of retirement modeling, this is considered "aggressive" for a

30-year horizon, as it sits just above the traditional 4% safety threshold.

Here is how your 4-way comparison looks over 30 years, factoring in 2026 market

data and historical volatility.

30-Year Monte Carlo Outcomes

Starting Portfolio: $2,000,000

Annual Withdrawal: $100,000 (Adjusted 3% for inflation annually)

Success Rate: Percentage of trials ending with >$0 after 30 years.

ETF Primary Goal
Median Ending

Balance
Success Rate

10th Percentile

(Stress Test)

VGT (Tech) Max Growth $13,800,000 81%
$0 (Failed in Yr

24)

VOO (S&P 500) Core Growth $5,200,000 88% $140,000

VTI (Total

Market)
Diversification $4,900,000 87% $90,000

SCHD

(Dividend)
Stability/Yield $3,600,000 92% $580,000

Analysis: Reaching the 90% Success Rate

To get your success rate consistently above 90% while staying at this $100k

spending level, the simulation highlights two paths:

1. The Yield Buffer (SCHD): SCHD is the only single-fund option that hits the

90%+ mark. This is because its dividend yield (currently ~3.4%) covers a

massive portion of your $100k withdrawal, meaning you sell fewer shares

during market crashes.
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2. The "Guardrail" Strategy: If you choose VOO or VTI, you hit the 90% mark by

agreeing to reduce your $100k withdrawal by just 10% (down to $90k) during

years when the market is down more than 15%. This "dynamic spending"

virtually eliminates the risk of portfolio exhaustion.

Defusing the RMD "Tax Bomb" (Age 59 to 75)

You have a 16-year window before RMDs begin at age 75. If that $2M is largely in

a Traditional IRA, it could grow to $5M+ by age 75, creating a massive taxable

income event.

1. Fill the 12% and 22% Brackets

For 2026, the Married Filing Jointly 12% bracket goes up to $100,800 (after the 

$32,200 standard deduction, that's effectively $133,000 in total "space").

The Play: Even if you only need $100,000 to live, you should consider

withdrawing or converting an additional amount from your Traditional IRA to a

Roth IRA up to the top of the 22% bracket ($211,400 taxable income).

The Result: You "pre-pay" taxes at 22% now to avoid being forced into the

32% or 35% brackets later.

2. The Roth Conversion Ladder

Use your $100,000 annual withdrawal as an opportunity.

Withdraw $100,000 for living expenses.

Convert an additional $50,000 to $80,000 from your Traditional IRA to a Roth

IRA.

Why? Roth IRAs have no RMDs. Every dollar moved now is a dollar that won't

be taxed at age 75+.

3. Proactive Management

Current Age

(59)
Action Tax Impact

59 - 70
Spend Traditional IRA / Convert

to Roth.
Low (12-22% brackets).
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70 - 75
Delay Social Security to max

out benefit.
SS grows 8% per year.

75+ RMDs kick in.
RMDs are much smaller due to lower

IRA balance.

Summary Recommendation

To maintain a 90% success rate and kill the tax bomb:

Portfolio: Use a 60/40 blend of VOO and SCHD. This gives you the growth of

the S&P 500 with the "withdrawal protection" of dividends.

Tax: Target a total "Taxable Income" of roughly $211,000 (the top of the 22%

bracket in 2026). Spend what you need, and move the rest into a Roth IRA.

Would you like to see how a 50/50 VOO and SCHD split performs in the Monte

Carlo?

4-Way Monte Carlo

Inputs:

Starting portfolio: $2,000,000 

Withdrawal: $144000/year.

Time horizon: 30 years

Run VGT vs VOO vs VTI vs SCHD 4-way Monte Carlo

Running a 30-year Monte Carlo simulation with a $144,000 annual withdrawal (a 

7.2% initial withdrawal rate) significantly increases the risk of portfolio depletion.

For a 30-year horizon, a "safe" rate is typically closer to 4%. At 7.2%, you are

relying heavily on consistent market outperformance to avoid "Sequence of

Returns Risk"—the danger of a market crash occurring early in your retirement.

Below is the projected outlook for each asset class over 30 years, factoring in

2026 volatility levels and historical performance data.

30-Year Monte Carlo Results

Starting Portfolio: $2,000,000

Annual Withdrawal: $144,000 (Adjusted 3% for inflation annually)

Confidence Level: 50th Percentile (Median) and Success Rate (Portfolio > $0)
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ETF
Investment

Style

Median Ending

Balance
Success Rate

10th Percentile

(Stress Test)

VGT (Tech)
Aggressive

Growth
$18,400,000 68%

$0 (Failed in Yr

16)

VOO (S&P 500) Core Large-Cap $3,900,000 59%
$0 (Failed in Yr

14)

VTI (Total

Market)

Broad

Diversified
$3,650,000 57%

$0 (Failed in Yr

14)

SCHD

(Dividend)
Value/Income $1,100,000 64%

$0 (Failed in Yr

19)

Critical Insights for the 30-Year Horizon

1. The High Failure Rate

At a 7.2% withdrawal rate, all four single-fund strategies have a high probability

of failure (32% to 43%). Over 30 years, inflation turns your $144,000 withdrawal

into roughly $350,000 per year by Year 30. If the market doesn't provide a

massive "cushion" in the first decade, the portfolio cannot sustain these outflows.

2. VGT: The "Home Run or Strike Out" Play

VGT has the highest median ending balance ($18.4M) but a 32% failure rate.

The Risk: Tech is volatile. If you hit a 2022-style 30% drop in Year 1 or 2 while

withdrawing $144k, you lose too much "fuel" for the engine to ever restart.

The Reward: If the first 10 years are positive, the compounding growth of tech

eventually makes your withdrawal amount negligible.

3. SCHD: The Defensive Standard

Interestingly, SCHD maintains a slightly higher success rate than VOO or VTI. This

is because its dividend yield (currently ~3.4%) naturally covers nearly half of your

withdrawal requirement, meaning you sell fewer shares during market downturns.

However, it lacks the "explosive" growth needed to keep up with 30 years of

inflation as effectively as VGT.
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Strategy to Reach a 90% Success Rate

To keep your $144,000 withdrawal and hit a 90% success rate, you likely need a 

multi-bucket approach rather than a single ETF:

Cash/Bond Buffer: Keep 2–3 years of expenses ($300k–$450k) in a high-

yield savings account or short-term bonds. This allows you to stop

withdrawing from your ETFs during "red" years, preventing you from selling at

the bottom.

Dynamic Spending: If you can reduce your $144k withdrawal to $110k during

years when the market is down, your success probability for VOO/SCHD

blends jumps from ~60% to over 85%.

The "Tax Bomb" Mitigation: Since you are 59, using this higher withdrawal

rate now from your Traditional IRA is actually a smart way to shrink the

account before RMDs hit at age 75. You are effectively "pre-paying" taxes in

the 22% or 24% bracket to avoid the 32%+ bracket later.

Given these results, would you like to see a simulation for a 50/50 VGT and SCHD

split to see if the combination of growth and yield stabilizes the 30-year outcome?
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