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Objectives (Slide 2) 
 Identify the difference between saving and investing 
 Define key terms related to investing 
 Identify the key investing concept - time value of money 
 Identify rules of thumb that can guide early investing behaviors 

Managing Personal Finances (Slide 3) 
 Managing personal finances depends on our knowledge about money matters, 

behaviors we have seen demonstrated in our developing years, our interest in 
managing money, and our access to money 

 Saving is a precursor to investing 
 Before investing, you should have a savings program 

Reasons to Invest (Slide 4) 
 Achieve personal financial goals faster 
 Invested money can generate a paycheck for you 

Saving Defined (Slide 5) 
 Saving is focused on short-term goals 

 Short-term may be defined as anything less than 5 years 
 Cash equivalents, including a savings account, a certificate of deposit, or a 

money market deposit account, are considered low or no risk as the money will 
be available when you need it 

Investing Defined (Slide 6) 
 Investing is focused on long-term goals 

 Long-term may be defined as anything over 5 years 
 Money that is invested is expected to increase in value from the original deposit 

 If deposits are left untouched for a long time 
 Instruments used to invest include stocks, bonds, and mutual funds 
 With invested money there is some risk 

Investing Building Block: Stocks (Slide 8) 
 A stock is a share or piece of ownership in the assets and earnings of any 

company or business that is publicly traded on a stock exchange 
 Sometimes, stocks are called equities 

Investing Building Block: Bonds (Slide 9) 
 A bond is a loan that investors make to large businesses and governments 
 Bonds may also be called bills, notes, debt securities, or debt obligations 

Investing Building Block: Mutual Funds (Slide 10) 
 A mutual fund is an investment instrument that combines the money of many 
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investors into one bucket or pool 
 An index fund is a type of mutual fund that matches or tracks the components of 

a market index, such as the Standard & Poor's 500 Index (S&P 500) 
 Target-date funds are designed to take more risk at first, then become a more 

conservative allocation by the target date—which is often your expected 
retirement age 

Key Term: Portfolio (Slide 12) 
 A portfolio is your collection of investments 
 Risk tolerance is how much risk you want to live with for each investment 

 If you have $50,000 invested in a stock fund and it drops to $30,000 over 
a few weeks, what would you do? 

Key Term: Compounding (Slide 13) 
 Compounding occurs when you earn interest on the principal amount deposited 

plus the interest earned on that deposit each compounding period 
 In the first year, the $100 on deposit earns $3 
 The next year, the $103 earns interest instead of just $100 

Time Value of Money Rules of Thumb (Slide 15) 
 Time Value of Money (TVM) 

 A dollar today is worth more than a dollar tomorrow or next year if it is 
invested 

 Rules of thumb 
 The more money you have to invest, the more money you will likely earn 

on your principal 
 The higher the rate of interest you earn, the more money you will have in 

your account 
 The sooner you invest money, the more time the money has to grow or 

increase in value 

Time Value of Money Takeaways (Slide 18) 
 Consider the risk tolerance and the TVM graphs, what are your takeaways? 

Investing Rule of Thumb (Slide 19) 
 The earlier you start investing consistently, the less principal you have to put 

away to reach a financial goal 
 Exercise 1: The Impact of Time on the Value of Money 
 Handout 1: Advantage of Starting Early 
 An investment adviser is a person who assists with providing information about 

various investments to his or her clients and is paid a fee for the service 
 Understand how an adviser is paid and how each payment method impacts your 

investments 
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 To research brokers, advisers, and firms, check the Broker Check website 
 Federal employees or Service members are eligible to use the Thrift Savings 

Plan (TSP) to invest 

Key Term: Diversification (Slide 20) 
 Diversification simply means to have a mixture of the different types of 

investment instruments in your portfolio or investment bucket 
 With a mutual fund (balanced fund), you can achieve instant diversification as 

balanced funds have a mixture of stocks, bonds, and cash equivalent 
 Just as you try to eat a balanced diet, the same applies to creating and 

maintaining an investment portfolio 
 You need a mixture of various types of investments to reduce your risk of 

your account value dropping drastically 

Key Term: Dollar Cost Averaging (Slide 21) 
 Dollar cost averaging (DCA) is an investing approach wherein you invest the 

same amount of money in an investment account at regular intervals 
 DCA lowers your cost per share 
 Example 

Review of Objectives (Slide 22) 
 What are three types of investing building blocks? 
 What term is used to describe all of the assets in your basket of investments? 
 What term describes the consistent behavior of investing the same dollar amount 

into an investment account each period (i.e., monthly)? 
 What term describes interest paid on the initial deposit and the interest earned 

that allows your principal or deposits to increase in value faster? 
 What can the common phrase “Don’t put all your eggs in one basket” be used to 

describe? 
 What is the investing concept that involves the relationship among the amount of 

money invested, the length of time money is invested, and the rate of interest the 
money is earning? 
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