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firm’s value may be defined by its 
ability to pull a thread through four 
key phases of financial planning: 
risk management and insurance 
planning, wealth accumulation, 
tax-efficient investment planning 
and estate planning.

At the core of each of these finan-
cial-planning phases is a simple yet 
often overlooked equation that serves 
as the cornerstone for measurable fi-
nancial success: 

Gross income - taxes - expenses 
(we refer to this as the “burn”) = savings.

Knowing this basic equation provides 
a foundation for effective financial plan-
ning and decision-making. Furthermore, 
the equation predicts far more than 
merely how much your family can save. 

The most consequential (and con-
trollable) variable in the equation is the 
burn. With regard to risk management 
and insurance planning, the burn dic-
tates how much long-term disability 
and life insurance you should have at 
any given time. We typically recom-

mend that clients replace lost income due 
to death and/or disability in an amount at 
least equal to the burn! 

The burn also tells us how much emer-
gency cash clients should hold. We typi-
cally prescribe 3 to 24 months of a client’s 
burn as emergency cash.  

A topic that is much more enjoyable to 
discuss than insurance planning, the burn 
also guides clients as to how much of their 
annual income needs to be replaced dur-
ing retirement. For example, if a family’s 
burn is $120,000 post-tax during the 
wealth accumulation phase, clients should 
save enough to generate an equivalent 
burn in retirement. 

We start by recording the client’s bal-
ance sheet, which serves as the starting 
line. We then fact-find with clients and ask 
probing questions to understand how 
much the client currently saves. 

Despite the simplicity of this fundamen-

tal planning equation, we find that few indi-
viduals have a meaningful understanding of 
their burn. This is true across all income lev-
els. Some clients admit to having no idea 
what it actually costs to run their family af-
fairs. Others merely guess, and grossly un-
derestimate their actual burn. 

We proceed to recommend simply that cli-
ents list their top 15 fixed expenses, lumping 
in the total monthly credit card bills as one 
line item. On average, “the top 15” fixed ex-
penses represent 85 percent of a client’s burn! 

Once we understand this crucial data 
point, we can help clients determine: 

1) how much retirement income they 
need to replace, and 

2) how much the client can effectively 
save toward retirement. 

Ultimately, we are able to “flip” the 
equation and determine what the client 
can spend, while at the same time staying 
committed to his or her financial goals. 
Said another way: 

Gross income - taxes - required savings 
= recommended family burn.

Working with clients to flip the equation 
is a controllable yet difficult behavioral 
change. It goes against almost everything 
clients face day to day and it can be quite 
challenging to remain fiscally disciplined. 
But, as they say, “If it were easy, everyone 
would be doing it.” Putting clients through 
the exercise and uncovering this vital data 
point is where a financial advisor can pro-
vide the most value in helping  clients 
achieve financial security. ●

James L. DiNardo offers advisory services as a 
representative of Northwestern Mutual Wealth 
Management Company (WMC), a limited purpose federal 
savings bank, and a wholly owned subsidiary of The 
Northwestern Mutual Life Insurance Company, Milwaukee, 
Wis. (NM). Northwestern Mutual is the fleet name for 
NM, its subsidiaries and affiliates. Investments held with 
or managed by WMC are not insured by the FDIC, are 
not deposits or other obligations of, or guaranteed by 
WMC or its affiliates and are subject to investment risks, 
including loss of the principal. James L. DiNardo is an 
insurance agent of NM (life insurance, annuities and 
disability income insurance), and Northwestern Long 
Term Care Insurance Company, a subsidiary of NM, and 
a registered representative of Northwestern Mutual 
Investment Services, LLC (NMIS), an NM subsidiary, 
broker-dealer, investment advisor, member FINRA, SIPC. 
Pioneer Financial is a marketing name used by a group of 
Northwestern Mutual representatives (not all of whom are 
affiliated with WMC) including DiNardo (referred to as the 
“firm”), and is not a legal entity, partnership, investment 
advisor, broker-dealer or affiliate of NM. The information 
contained in this article is not a solicitation to purchase or 
sell investments or securities. The views expressed herein 
are those of the author and may not necessarily reflect the 
views of Northwestern Mutual. Certified Financial Planner 
Board of Standards, Inc. owns the certification marks 
CFP ®, CERTIFIED FINANCIAL PLANNER ™ and federally 
registered CFP (with flame logo), which it awards to 
individuals who successfully complete initial and ongoing 
certification requirements.
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Paul D. Tortorella, Partner

FINANCIAL SERVICES EXPERIENCE 
Kevin R. Luchetta, 18 years 
Stephen A. Schwartz, 15 years 
James L. DiNardo, 15 years

ASSETS UNDER MANAGEMENT 
$1+ billion

COMPENSATION METHOD 
Asset-based fees and commissions 
(investment and insurance products)

PRIMARY CUSTODIAN FOR 
INVESTOR ASSETS
Accounts held at Northwestern Mutual 
Investment Services LLC, an introducing 
broker-dealer, member FINRA, SIPC. 
Accounts carried, and all transactions 
executed, cleared and settled through 
Pershing, A BNY Mellon Company, 
member FINRA, NYSE and SIPC.

PROFESSIONAL SERVICES PROVIDED 
Financial planning, investment advisory, 
risk management and money 
management services 

MINIMUM FEE FOR INITIAL MEETING
None required 

MINIMUM NET WORTH REQUIREMENT 
$1 million

EMAIL
kevin.luchetta@nm.com
stephen.schwartz@nm.com
james.dinardo@nm.com

WEBSITE
www.pioneer.financial
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PIONEER FINANCIAL AT NORTHWESTERN MUTUAL PROVIDES FINANCIAL 

SERVICES TO HIGH NET WORTH AND EMERGING HIGH NET WORTH 

INDIVIDUALS, FAMILIES AND BUSINESS ENTERPRISES. Pioneer Financial’s 

team of 20 associates/staff serve clients nationwide from their Park Avenue office 

in New York City. Kevin R. Luchetta, Stephen A. Schwartz and James L. DiNardo are 

wealth-management advisors and CERTIFIED FINANCIAL PLANNERTM practitioners. 

The practice is focused on assisting clients through comprehensive financial 

planning that includes asset management, retirement funding, risk management, 

estate preservation and distribution. ●
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Left to right: 
Kevin R. Luchetta, 
Paul D. Tortorella, 

Stephen A. Schwartz 
James L. DiNardo

Knowing this basic equation provides a 
foundation for effective financial planning 
and decision-making.



Pioneer Financial at Northwestern Mutual – Park Avenue is featured in Worth® 2017 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing 
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