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Opening Quiz Question

If you invest $100 a month every month  If you invest $100 a month every month

from ages 25 to 35, earning an 8% from ages 35 to 65, earning an 8%
annual return, how much will you have  annual return, how much will you have
accumulated when you retire at 65? accumulated when you retire at 657

A. $149,036 C. $149,036
B. $184,092 D. $184,092
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Because personal finance Is personal, It IS

e lAmTvrDormyror__

INVESTING
101

August 1, 2023



SAVINGS

N\

\

INVESTING

OWNERSHIP

WEALTH



3 OPENING MORALS #3

B—

When it comes to investing
C or saving or eating or going to the amusement park ¢

RISK and RETURN always work in tandem.

Higher returns are associated with higher risk.
_GUXKIFKSN &l R2S4 y2u 1-zi2 Y 1-ul01-te £SI-R U2
higher return.
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3 OPENING MORALS #3

Average Stock Returns, 2021-2023:

2021 +25%
2022 -22%
2023 +20%




3 OPENING MORALS #3

Average Stock Returns, 2021-2023:

2021 +25%
2022 -22%
2023  +20%
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QUESTION | WAS ASKED LAST WEEK
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QUESTION | WAS ASKED LAST WEEK

What should | do with 1t?

Personal Finance is PERSONAL. Investing is PERSONAL.

If you ever meet with a financial advisor, they will ask you 2 guestions:
1. What are your goals?
2. What is your risk tolerance?
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QUESTION | WAS ASKED LAST WEEK

What should | do with 1t?

¢2R1-804 C200z4)
Investing in financial markets and financial securities (stocks, bonds, CDs)
Ly@Saity3 yHSI-€ Saul-0St OBLIi20dMSy08: Ofl-a410 OI-IEE - SIyAS . 1-01SET aySI-{SHEX
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QUESTION | WAS ASKED LAST WEEK

What should | do with it?
[Si0a 1-43d2Y"S 824z IS Hp &SIHig 24RY
Pay bills, pay off bad debt.
$10,000 in cash / savings

$10,000 in a 6 or 12 month certificate of deposit, earning a certain 5% per year.

$10,000 to $15,000 in the S&P 500 Index, a broad basket of 500 of the largest
companiesin the U.S. Average return over the past 100 years =12.1%

5. $10,000 to $15,000 in 5-mn 02Y'LII-y1Sa k ai2074 UKI-i lyUSISai é2dz0 52y0 aiSaa 21
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B w e

INVESTING
101

August 1, 2023

e lAmTvrDormyror__



QUESTION | WAS ASKED LAST WEEK

What should | do with it?
[SU0A 1-43dY"S 824z 1MIS pp &SHHig 2Ry
Pay bills, pay off bad debt.
$10,000 to $15,000 in cash / savings

$20,000 in a 6, 12 or 18 month CD, earning a guaranteed 5% per year.

$10,000 in the S&P 500 Index, a broad basket of 500 of the largest companiesin
the U.S. Average return over the past 100 years =12.1%
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Opening an IRA or Roth IRA — Why Do [t?

* An IRA is an Individual Retirement Account
« A Roth IRA is a special kind of IRA.

 Either an IRA or a Roth IRA has special tax benefits...the difference between the
two is when you get those benefits.

« With a Traditional IRA, you get the benefits (or tax deduction) today, when you
make the investment...which means it’s good for people in high tax brackets today.

 With a Roth IRA, you get the benefits gor tax deduction) when you withdraw cash
In retirement...which means It’s good for people in low tax brackets today.

« With either type, there are 2 tax benefits:

1. Asshown above, the ability to choose WHEN you pay ordinary income taxes
on the income.

2. You never pay capital gains taxes on investment growth within the IRA.
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 Conceptually, the earlier we begin saving for
retirement, the more we will benefit from
compound interest when we get to retirement age.

o If you invest $6,500 per year from age 25 to age 60, you
would have
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Opening an IRA or Roth IRA — Why Do [t?

e But what is an IRA? Why the Roth IRA?

e An IRA is an Individual Retirement Account.
 You are allowed to contribute $6,500 per year

* The key decision is based on whether you think your tax rate will be higher
today or in the future.

* The bad news is that the money you put into an IRA cannot be withdrawn,
unless you pay a 10% penalty, until you turn 59 % years old

» There is some fine print that we are skipping over here and some minor exceptions to this overview, but this should
cover most of you and most situations.
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Opening an IRA or Roth IRA — A Checklist

3. Fund your IRA or Roth IRA account.

e Link a bank account to your IRA or Roth IRA to allow online
transfers. It may take 1-2 weeks initially to get the money
transferred as the Roth IRA account verifies your bank accounts.

* You may be able to upload an electronic copy of a personal check
to deposit funds into your Roth IRA account.

* You may be able to go old school and visit a branch of your
brokerage to do everything in person.

4. Begin investing and saving for your retirement.
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Opening an IRA or Roth IRA — A Checklist

4. Begin investing and saving for your retirement.

This all begins with understanding who you are
and what your investment goals are.

And this all begins with your Investment Policy
Statement, your personal investing roadmap.
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Your INVESTMENT POLICY STATEMENT

* An Investment Policy Statement is your personal investing
roadmap and strategy.

e It Includes the following information:
e Some brief personal information, about you and your situation
e Your risk tolerance
e Your investing goals
e Your tax, liquidity and income preferences
e How you want to handle your investments

e How you want to allocate your investments across different asset classes
(stocks vs. bonds)

« Any other personal or situational issues that may impact your ability to
Invest or your investment strategy
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Your INVESTMENT POLICY STATEMENT

ASSET ALLOCATION
We know that the asset classes or categories you choose are
responsible for 90% of portfolio returns, while specific security
selection within classes is responsible for 10% of returns.

« This means that how you decide to allocate your investments is the primary driver of your
Investment returns.

* Think about which geographic regions you want to invest in.
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Investing — How Do You Do [t?

 When you’'re just getting started with investing, here are a few
approaches you can take:

1. Start with a small amount of money —
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Investing — How Do You Do [t?

 When you’'re just getting started with investing, here are a few
approaches you can take:
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| DO NOT GIVE INVESTMENT ADVICE

e But here are some investment issues to think about:

* Do you want to pick individual stocks (or other securities) and
monitor them regularly?

 This can help you feel more control, more connection and more personal interest
In your investments.

« Advantages: Potential for big gains, maybe a personal connection to the
companies, you feel more engaged with the process.

 Disadvantages: Potential for big losses, requires more time and energy,
transaction costs (trading, taxes) can add up, there are 1000s to choose from,
potential loss of sleep and hair.
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| DO NOT GIVE INVESTMENT ADVICE




| DO NOT GIVE INVESTMENT ADVICE

e |f you want to invest in individual stocks, | cannot help you.

 But If you are interested in market indexes, here are some ideas:
. SPY —
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VR INVESTING Isn’t this a lot like what you do with your education planning?
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OWNING YOUR FINANCIAL FUTURE

ADULTS RETURNING TO

FINISH A DEGREE: FINANCIAL PLANNING
FINANCIAL & OTHER FOR GRADUATE S
CONCERNS
JUNE 6, 2023
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