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The Financial Pyramid

Strategies For Asset Accumulation

_ Strategy Purpose

Speculative

Aggressive Growth
Aggressive And
Tax Shelter

Conservalive Growth

Offensive And Tax Deferral
/ With Salety Of Principal \
Distariat Provide For \
hipibloi i Emergency And Liquidily Needs \
Self- Protect Income And Assels
Preservaion From Exposure To Loss

Vehicles

Penny Stocks
Commodities

Options

Speculative Real Estate
Caollactibles

Tax Shelters

Common Stock

Qil And Gas

Incomea Real Estate
Aogressive Muteal Funds

Limited Partnerships
Mutual Funds

Bonds And Trusts
Preferred Stock

Maoney Markels
Government Securities
Checking!Savings

Insurance Program:
Liahility
Health
Life
Dizability




Importance of Goal Setting

e How will |
know |’ve
arrived If |
don’t know
where I’'m
going?
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Establishing Your Goals




Investment Goals

0 Emergency Fund — Depends upon your situation
(Rule of thumb — 3-6 months of expenses).

0 Short-term — Expenses for the next one-three years
(Vacation)

o Mid-term- Expenses for the next three — seven
years (New Car)

0 Long-term — Expenses for greater than seven years
(Retirement, College Funding,Children’s
Weddings)
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From Goal Setting to Goal
Achievement

Determine how much you need to save every month
to reach your goals then match the investment
vehicle to the time horizon for each goal:

o Short-term: CD’s or Money Market

o Mid-Term: CD’s, Money Market and Short-Term
Bonds

e Long-Term: A mix of Cash, Bonds and Equity
(1.e. Stocks, Mutual Funds)
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Time Is on your Side — The Power of
Compounding

e Compound interest Is the concept of
adding accumulated interest back to
the principal, so that interest Is earned
on interest from that moment on.

« Compound Interest has been called the
eighth wonder of the world.
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Albert Einstein Is said to have called
compound interest one of the greatest
mathematical concepts of our time

ALBERT EINSTEIN
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Compound Interest — How It Works

« \WWhen you save or invest, your money earns
Interest or appreciates. The next year, you earn
Interest on your original money and the interest
from the first year. In the third year, you earn
Interest on your original money and the interest
from the first two years. And so on. It's like a
snowball -- roll it down a snowy hill and it'll build

on itself to get bigger and bigger. Before you
know It ... avalanche!
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When Do You Want to Retire and How
Much Do You Need To Save Each

Month?
2,500,000
2,000,000
1,500,000+ [110 Years
| B 20 Years
1,000,000 I 30 Years
500,000
0_

$250 $500 $750 $1,000
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Inflation- The Dark Cloud

e A Dollar
tomorrow IS not
worth the same
as a Dollar
today.
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What is Inflation?




How to Handle the Effects of
Inflation:

* \When planning for
term goals, such as

your longer
retirement,

make sure you include inflation in

determining how 1r

uch money you

will need In the future.
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Investment Planning




Risk Tolerance




ADbility to Take Investment Risk

Investment Horizon Max Equity Allocation
0 -3 years 0
4 years 10
S years 20
6 years 30
[ years 40
8 years 50
9 years 60
10 years 70
11-14 years 80
15-19 years 90
20 years 100

These are not formulas, but rather guidelines for prudent asset allocation

Copyright, “The Only Guide To A Winning Investment Strategy You'll Ever Need” by Larry Swedroe
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Willingness to Take Risk




Diversification

 Distributing your
assets among
securities of different
Industries or classes
(e.g. pharmaceuticals,
energy, financial,
International, etc)

e Don’t put all your
eggs In one basket.
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COMPLIMENTS ﬂF
COHEN & STEERS
[-$00-330-7 5438

The Callan Periodic Table of Investment Returns mcuding reirs
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Asset Class Diversification

Cash Bonds Stocks Alternatives
Savings Short-Term |Large Cap |Real Estate
Money Mkt |Long-Term |Mid Cap Gold
CD’s Corporate |Small Cap |Oil & Gas
Tax-Free | Growth
High Yield |Value

Sector
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Why Do | Need Cash?




Emergency Reserve Funds

e Rule of Thumb

— 3 months of living
expenses If married; 6

months If single

— During a recession,
those amounts should
double

[ Normal
Times

B Recession

1

12l

OB N WSO N ®O

Married Single
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Where to Keep Your Emergency
Reserves

Liquid Account
Checking Account Savings Account Money Market Acct




What 1s a Bond?

* A bond is a debt security, in which the
authorized issuer owes the holders a debt
and, depending on the terms of the bond, Is
obliged to pay interest (the coupon) and/or
to repay the principal at a later date, termed
maturity. It 1s a formal contract to repay

borrowed money with interest at fixed
Intervals.
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Types of Bonds




Risk/Reward Relationship of Bonds




Bond Mutual Funds




Bond Ratings




Equity Investing

Investment
Vehicles

Individual Exchange
Stocks & Bonds Traded Funds
(ETF)




Equity Investment Vehicles




Equity Investing

Timing the Market
« Buy and Hold vs. Active Trading

95% of the stock market’s cumulative gain
between 1963 and 1993 occurred in just 1.2% of
the trading days.

Business cycles usually occur in waves of four to
seven years. If you can stay in the market for five
to ten years, you minimize your losses because
you ride out the cycles.
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2008 Returns by Stock Category

Large Caps -38.62%
Mid Caps -40.81%
Small Caps -37.78%
US R/E -39.56%
Global R/E -46.67%
Foreign St. -44.70%
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Historical Returns from 1926-2007




Importance of Dividends




Retirement Plans to Help You Reach
Your Goals




Individual Plans - IRA

Annual limit for 2008 is $5,000, plus an additional $1,000 catch-up
provision for those 50 and over

Earnings grow tax-deferred until distribution

Withdrawals before 59 %2 subject to 10% penalty, plus ordinary
Income tax rates

Must take required minimum distributions by April 15t following
the year you turn 70 %2 (Exception for 2009)

50% penalty if required minimum distribution is not taken
(Exception for 2009)

Deductible contributions are limited by your Adjusted Gross
Income

Non-deductible contributions are permitted if income level is too
high
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Individual Plans — Roth IRA




Roth Conversion




Putting It All Together




What Is Financial Planning?




What Is Financial Planning?

Liquidity (How fast can you obtain cash)
Marketability (How fast can you sell your assets)
Risk Tolerance
Diversification
Tax Rates

— Time Horizon (Retirement = 1 yr to ??7?)




Components Parts of a Financial Plan




How to Choose a Financial Planner




How to Choose a Financial
Planner




How to Choose a Financial Planner

0 Questions to Ask:

— How many years of financial planning experience do
you have?

— Gliven my age and assets, what would be your
Investment philosophy regarding risk and reward?

— Please provide me with three or four references of
people with similar income who use your services

— How are you compensated?
— What kinds of periodic feedback may | expect?

— What kind of advanced training have you had, and what
type of financial designations do you hold?

— Most importantly - What do you need to know about

me? (Make sure they ask you lots of questions)

Copyright, Shapiro Financial
Security Group, Inc.



How to Choose a Financial
Planner




Thank You




