
The	  goal	  of	  this	  presenta0on	  is	  to	  help	  you	  understand	  the	  basics	  of	  inves0ng.	  My	  
wish	  for	  all	  of	  us	  is	  become	  a	  na0on	  of	  investors	  with	  a	  long	  term	  perspec0ve.	  
	  
I	  am	  an	  member	  of	  Be=er	  Inves0ng	  (BI),	  This	  organiza0on	  is	  also	  known	  as	  Na0onal	  
Associa0on	  of	  Investors	  Corpora0on,	  (NAIC).	  	  The	  website	  is	  h=p://
www.be=erinves0ng.org.	  BI	  has	  helped	  me	  with	  my	  personal	  goal	  of	  understanding	  
how	  to	  be=er	  invest	  for	  the	  long	  term.	  
	  
Be=erInves0ng’s	  Mission	  is	  to	  provide	  a	  program	  of	  sound	  investment	  informa0on,	  
educa0on,	  and	  support	  that	  helps	  create	  successful	  life0me	  investors.	  By	  becoming	  
confident,	  knowledgeable	  investors,	  our	  members	  are	  empowered	  to	  build	  be=er	  
financial	  futures	  for	  themselves	  and	  their	  families.	  
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I	  first	  need	  to	  preface	  this	  presenta0on	  with	  the	  following	  disclaimer.	  Please	  note,	  I	  
need	  everyone	  to	  thoughKully	  listen,	  read,	  learn,	  but	  always	  judge	  for	  yourself.	  	  You	  
need	  to	  arrive	  at	  your	  own	  conclusions.	  

2	  



The	  Four	  BI	  Principles:	  
	  
1  Invest	  Regularly.	  Invest	  at	  least	  a	  small	  amount	  consistently	  over	  0me.	  
2  Reinvest	  Earnings,	  Dividends	  and	  Profits.	  Put	  everything	  you	  make,	  including	  

the	  proceeds	  from	  sales,	  back	  into	  your	  investments.	  	  
3  Invest	  in	  Quality	  Growth	  Stocks	  and	  Funds.	  Seek	  high-‐quality	  investments	  at	  a	  

reasonable	  price	  that	  have	  the	  best	  opportunity	  to	  grow	  faster	  than	  the	  overall	  
market.	  

4  Diversify	  your	  Investments.	  	  Maintain	  a	  balanced	  porKolio	  including	  companies	  
of	  various	  sizes	  from	  different	  industry	  segments	  and	  mutual	  funds	  from	  various	  
categories.	  
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These	  are	  the	  topics	  of	  the	  presenta0on	  that	  I	  hope	  to	  touch	  upon.	  Please	  remember	  
that	  this	  presenta0on	  will	  introduce	  you	  to	  these	  concepts.	  This	  presenta0on	  is	  not	  
intended	  as	  a	  deep	  dive.	  There	  is	  a	  bibliography	  and	  a	  list	  of	  websites	  at	  the	  end	  of	  
this	  presenta0on	  that	  I	  hope	  will	  help	  you	  con0nue	  down	  the	  path	  of	  inves0ng	  for	  
the	  long-‐term.	  
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This	  chart	  shows	  what	  happens	  with	  the	  annual	  contribu0on	  compound	  growth	  if	  
you	  start	  with	  $1	  and	  then	  invest	  $1	  at	  the	  end	  of	  each	  year	  for	  a	  selected	  number	  of	  
years	  at	  a	  given	  rate	  of	  return.	  
	  
The	  formula	  for	  annual	  compound	  interest	  is	  A	  =	  P	  (1	  +	  r/n)	  ^	  nt	  
	  
Where:	  	  
	  
A	  =	  the	  future	  value	  of	  the	  investment/loan,	  including	  interest.	  
P	  =	  the	  principal	  investment	  amount	  (the	  ini0al	  deposit	  or	  loan	  amount).	  
r	  =	  the	  annual	  interest	  rate	  (decimal).	  
n	  =	  the	  number	  of	  0mes	  that	  interest	  is	  compounded	  per	  year.	  
t	  =	  the	  number	  of	  years	  the	  money	  is	  invested.	  
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Dollar	  Cost	  Averaging	  is	  an	  example	  of	  inves0ng	  a	  fixed	  amount	  with	  a	  given	  cycle	  
(e.g.,	  monthly).	  This	  is	  counter	  to	  0ming	  the	  market.	  In	  the	  example	  the	  market	  goes	  
up	  and	  down.	  At	  the	  end,	  the	  stock	  price	  is	  back	  to	  its	  start	  point.	  In	  this	  example	  
with	  dollar	  cost	  averaging...	  you	  could	  achieve	  a	  $600	  gain.	  Morale	  ...	  don't	  waste	  
your	  energy	  0ming	  the	  market,	  understand	  and	  believe	  in	  your	  investments	  and	  plan,	  
and	  invest	  regularly.	  
	  
The	  example’s	  end	  result	  was	  with	  a	  total	  investment	  was	  $2000,	  the	  stock	  price	  at	  
the	  end	  was	  $10	  and	  we	  owned	  260	  shares.	  The	  average	  cost	  per	  share	  ($2000/260	  
shares)	  is	  $7.6.	  If	  all	  the	  shares	  were	  sold	  then	  there	  would	  be	  a	  $260	  gain.	  	  
	  
Please	  remember	  that	  a	  periodic	  investment	  plan	  neither	  assures	  a	  profit	  nor	  
provides	  protecUon	  against	  loss	  in	  a	  declining	  market.	  
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The	  assets	  value	  should	  be	  accessible	  within	  24	  hours!	  If	  an	  emergency	  occurs,	  you	  
won’t	  have	  to	  go	  to	  your	  long	  term	  investments	  to	  get	  the	  cash.	  Depending	  on	  the	  
business	  cycle,	  it	  may	  not	  be	  the	  best	  0me	  to	  take	  any	  ac0ons	  on	  the	  investments	  
you	  have	  (i.e.,	  US	  economy	  of	  2009).	  
	  
Goal:	  To	  provide	  a	  cushion	  of	  liquidity	  in	  the	  event	  of	  unexpected	  expenses.	  The	  
funds	  are	  set	  aside	  and	  they	  are	  not	  part	  of	  re0rement	  or	  any	  other	  investment.	  
	  
How	  Much?:	  6	  months	  to	  1	  year	  worth	  of	  normal	  expenses.	  
	  
Where?:	  Emergency	  funds	  should	  be	  highly	  liquid	  and	  very	  low	  risk	  assets	  (e.g.,	  cash,	  
checking,	  bank	  saving	  account,	  money	  market).	  
	  
Note:	  You	  may	  want	  to	  consider	  a	  “mul0-‐0ered”	  emergency	  fund	  where	  not	  all	  the	  
funds	  are	  available	  at	  once	  and	  not	  needed	  for	  several	  months.	  These	  funds	  can	  be	  
placed	  in	  short-‐term	  assets	  (i.e.,	  CDs,	  short-‐term	  bonds,	  etc)	  in	  an	  effort	  to	  earn	  
higher	  yields.	  This	  does	  require	  more	  work	  and	  coordina0on.	  
	  
Once	  you’ve	  established	  and	  funded	  your	  emergency	  fund…	  then	  you	  can	  start	  to	  
invest.	  This	  emergency	  fund	  will	  prevent	  you	  from	  having	  to	  making	  investment	  
decisions	  that	  are	  not	  in	  your	  best	  interest	  or	  financial	  plan.	  
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Why	  are	  you	  inves0ng?!	  What	  is	  mo0va0ng	  you?	  
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•  Once	  you	  start	  to	  save,	  the	  percentage	  doesn’t	  change	  even	  as	  you	  get	  older.	  

•  Star0ng	  early	  has	  a	  huge	  advantage.	  (ref.,	  Power	  of	  Compounding)…	  therefore	  
START	  NOW!	  
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An	  asset	  is	  what	  is	  acquired	  and	  owned.	  
	  
The	  price	  is	  the	  cost	  of	  acquiring	  the	  asset.	  Both	  direct	  and	  opportunity	  cost	  need	  to	  
be	  considered.	  
	  
The	  return	  is	  the	  future	  expected	  benefit,	  return-‐on-‐investment	  (ROI)	  or	  reward.	  
	  
The	  risk	  is	  the	  uncertainty	  of	  the	  gain	  or	  loss.	  
	  
Note:	  Mutual	  Funds	  are	  comprised	  of	  a	  wide	  range	  of	  different	  investments.	  Please	  
review	  the	  fund	  prospectus	  prior	  to	  any	  investment	  decision	  you	  do.	  
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Please	  note:	  You	  primary	  residency	  is	  NOT	  an	  asset	  that	  you	  should	  count	  in	  your	  
investment	  porKolio.	  You	  need	  to	  live	  somewhere.	  
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Risks	  
	  
Cash	  –	  “No	  market	  or	  default	  risk”	  but	  you	  can	  lose	  value	  with	  infla0on.	  This	  is	  when	  
each	  year	  your	  money	  purchases	  less.	  
	  
Savings	  &	  CDs	  –	  “no	  market	  risk”.	  	  You	  earn	  interest,	  but	  you	  could	  lose	  some	  value	  
with	  infla0on,	  or	  yearly	  taxes.	  
	  
Treasury	  bonds	  –	  “no	  default	  risk”.	  You	  earn	  interest,	  but	  you	  could	  have	  infla0on	  
risk,	  market	  risk,	  or	  taxes.	  
	  
Stocks	  –	  	  offer	  higher	  returns	  via	  dividends	  and	  gains,	  but	  you	  have	  market	  risk	  or	  
yearly	  taxes.	  
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EducaUon	  -‐	  Educate	  yourself	  to	  become	  more	  objec0ve	  and	  less	  afraid.	  

	  

EvaluaUon	  	  -‐	  Once	  you	  understand	  the	  risk,	  evaluate	  the	  real	  risk,	  not	  the	  perceived	  
risk,	  and	  judge	  how	  much	  risk	  you	  want	  to	  tolerate.	  

	  

SelecUon	  -‐	  When	  you	  understand	  you	  risk	  level	  then	  choose	  your	  investments	  and	  
create	  a	  balanced	  porKolio	  by	  investment	  diversifica0on.	  
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Reinvest	  your	  earned	  dividends	  and	  interest.	  Once	  you	  spend	  it;	  you	  can	  no	  longer	  
invest	  it.	  Put	  your	  money	  to	  work.	  
	  
By	  puong	  your	  investment	  earnings	  back	  into	  your	  investments	  you	  will	  maximize	  
your	  profits	  through	  compounding	  and	  you	  to	  earn	  more	  than	  you	  would	  have	  just	  by	  
keeping	  your	  original	  capital	  at	  work.	  	  
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Please	  try	  to	  understand	  your	  level	  of	  risk	  tolerance.	  Once	  you	  believe	  you	  
understand	  your	  risk	  tolerance	  then	  you	  can	  start	  on	  the	  type	  of	  inves0ng	  you	  will	  
want	  to	  do.	  
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One	  rule	  that	  you	  could	  use	  is	  to	  take	  your	  age	  and	  subtract	  that	  from	  100.	  That	  is	  
the	  percentage	  you	  should	  have	  in	  Stocks.	  There	  are	  many	  other	  rules	  that	  people	  
use.	  Find	  one	  to	  suite	  you	  and	  use	  it	  if	  that	  helps	  you	  to	  start.	  	  
	  
Please	  remember…	  you’re	  likely	  to	  live	  long	  and	  0me	  is	  your	  friend	  when	  inves0ng.	  
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If	  you	  are	  too	  aggressive,	  you	  could	  lose	  a	  por0on	  of	  your	  investments	  and	  then	  take	  
the	  wrong	  ac0on	  to	  correct	  (e.g.,	  buy	  high	  –	  sell	  low).	  Not	  a	  good	  idea!	  
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If	  you	  are	  too	  conserva0ve,	  you	  may	  not	  achieve	  your	  goals	  due	  to	  lost	  opportunity.	  
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Here	  is	  an	  example	  of	  a	  moderate-‐risk	  investment	  plan.	  	  	  
	  
Please	  note	  that	  the	  Vanguard	  funds	  listed	  could	  be	  any	  fund	  provided	  by	  any	  solid	  
company	  (i.e.,	  T.	  Rowe	  Price,	  Schwab,	  Fidelity,	  etc.,).	  	  
	  
Please	  read	  the	  fund’s	  perspec0ve	  to	  make	  sure	  that	  the	  par0cular	  fund	  aligns	  with	  
your	  requirements.	  	  
	  
Once	  you	  invest,	  validate	  the	  fund’s	  perspec0ve	  periodically	  to	  make	  sure	  that	  it	  
hasn’t	  changed	  its	  investment	  goals	  or	  its	  management.	  
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Once	  investments	  have	  been	  acquired,	  we	  need	  to	  periodically	  review	  these	  assets.	  
Over	  0me,	  your	  porKolio	  will	  stray	  from	  that	  asset	  alloca0on	  model	  that	  you	  so	  
carefully	  selected.	  There	  is	  also	  a	  chance	  that	  you	  may	  want	  to	  update	  your	  asset	  
alloca0on	  model.	  You	  need	  to	  understand	  if	  we	  should	  con0nue	  to	  hold	  those	  
investments	  or	  do	  we	  need	  to	  sell?	  When	  you	  change	  the	  way	  your	  investments	  are	  
allocated	  among	  asset	  classes,	  you	  are	  rebalancing	  your	  porKolio.	  
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We	  know	  that	  we	  need	  to	  monitor	  our	  porKolio	  periodically.	  When	  we	  decided	  to	  make	  changes,	  we	  then	  rebalance	  our	  
porKolio	  to	  conform	  to	  our	  alloca0on.	  
	  

Some	  reasons	  to	  rebalance:	  
	  

  Your	  investment	  goals	  have	  changed.	  
  Your	  risk	  tolerance	  has	  changed	  (Not	  typical).	  
  Your	  porKolio	  no	  longer	  matches	  your	  alloca0on	  model.	  
  You	  have	  changed	  you	  asset	  alloca0on	  goals.	  
  You	  want	  to	  modify	  a	  concentrated	  asset	  in	  your	  porKolio.	  
  You	  want	  to	  improve	  the	  performance	  of	  your	  porKolio.	  
  Etcetera.	  

	  
Once	  you	  have	  built	  your	  plan,	  follow	  your	  plan!	  Only	  change	  it	  if	  you	  found	  an	  
assump0on	  to	  be	  wrong.	  	  
	  
Only	  buy	  and	  sell	  when	  needed.	  Rebalancing	  to	  oren	  may	  cost	  you	  transac0on	  fees	  
that	  you	  will	  need	  to	  make	  up.	  
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There	  are	  many	  type	  of	  financial	  accounts	  and	  the	  account	  details	  can	  vary	  given	  the	  
State	  you	  live	  in,	  the	  State	  the	  account	  is	  in	  and	  the	  Financial	  Ins0tu0on.	  Always	  ask	  
ques0ons	  un0l	  YOU	  feel	  comfortable.	  
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When	  possible,	  place	  the	  most	  tax-‐inefficient	  funds	  into	  
tax-‐deferred	  accounts.	  That	  way	  the	  taxes	  you	  pay	  can	  
be	  managed.	  

23	  



24	  



Please	  let	  me	  know	  if	  you	  have	  any	  Ques0ons	  about	  the	  presenta0on?	  
	  
	  
Thank	  you	  for	  0me	  and	  interest.	  I	  hope	  you	  all	  become	  very	  successful	  Long-‐Term	  
Investor.	  	  
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For	  more	  informa+on	  please	  go	  to	  Medicaid.gov	  	  and	  visit	  your	  states’	  Medcaid	  page.	  	  
	  
Medicaid.gov:	  To	  get	  to	  the	  states’	  web	  page…	  on	  the	  tab	  click	  Medicaid	  then	  in	  the	  
menu	  select	  “by	  State”.	  
	  
Please	  verify	  with	  an	  a<orney	  for	  your	  state’s	  statues.	  
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Read,	  listen	  and	  learn,	  but	  judge	  for	  yourself.	  Always	  arrive	  at	  your	  own	  conclusions.	  
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Read,	  listen	  and	  learn,	  but	  judge	  for	  yourself.	  Always	  arrive	  at	  your	  own	  conclusions.	  
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