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Starting Your Investment Program With $1 to $1,000 

 
Lesson Seven: Where Will I Place The Money I Save? 

Lesson Handout 

 

Saving and investing are important financial objectives. If you don't spend 

all of your income, the extra can be saved for future use. 

 

People save money for many reasons and in many ways. Your personal 

financial goals will determine which is the best place for you to put your 

money. Where you place your money depends on many factors. These 

factors include your age, number and age of dependents, job security and 

profitability, your spending habits, additional sources of income, and 

personal temperament. 

 

As a result of this lesson participants will be able to: 

 1. accumulate money for seasonal expenses, emergencies, and major 

goals in highly liquid, interest-earning accounts such as a savings 

account or money market account or fund. 

 2. have a savings plan for future education costs. 

 3. save to minimize your taxes. 

 4. take advantage of retirement plan options. 

 5. have appropriate investment goals and plans for reaching those goals. 

 

Some reasons families save money are listed below: 

 • emergencies, seasonal expenses, major purchases 

 • educate self or children 

 • minimize taxes 

 • retirement 

 • capital accumulation or general investments. 

 

Specific savings and investment alternatives that can help you achieve these 

objectives follow. 

http://www.maysfinancial.com/
http://www.moneycrunch.org/
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What Are Your Investment Objectives? 

 

Seasonal Expenses, Emergencies 

and Major Purchases 

 

When choosing where to place your emergency reserve fund, you want to be 

able to have access to the money when you need it. 

 

Sources include: 

 

• Regular Passbook Savings Account at Bank, Savings Bank, Savings 

& Loan 

• Credit Union Share Account 

• Holiday Club Account 

• NOW or Super NOW Account 

• Certificates of Deposit (CD) 

• Money Market Account or Fund 

• Life Insurance Cash Value 

 

 

 

Education 

 

Education is expensive, so it is important to start saving early. Sources for 

saving for education costs include: 

 

1. Investments that defer as much income as possible for children under 19-

years-old. 

a. EE Savings bonds 

b. Growth stocks 

c. Growth mutual funds 

d. Zero coupon municipal bonds 

e. Government bonds 

f. Transfer property such as real estate to children, age 19 or over, so 

when property is sold, it will be taxed at child's rate 

g. If family has a business, pay child a salary 

2. Home equity loans 

3. Loans from 401(k) plan - tax deferred retirement plan of profit-making 

companies, or 403(b) if allowed 

4. Loans against life insurance cash value 

5. Savings accounts (Custodial account in child's social security number). 
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6. 529 College Plans 

7. Coverdell Education Savings Account (CESA) 

 

Note:  In 2009, children under age 19 can receive $950 in investment 

income from interest, dividends or capital gains tax free. This also applies to 

a student under age 24 whose earned income is not more than half of the 

child’s support. The next $950 is taxed at the child’s rate which is usually 

lower than the parent’s rate. Any income over $1,900 is taxed at the parent’s 

rate. 

 

 

 

Minimize Taxes 

 

Investment sources for minimizing your tax burden include: 

 

1. Individual Retirement Account (IRA) [Traditional or Roth] 

2. Tax Deferred Accounts and Annuities [401(k), 403(b), 403b(7)] 

3. Deferred Compensation (457) 

4. Employee Pension Plans 

5. Municipal Bonds 

 

 

 

Retirement 

 

Retirement planning is necessary so you can live independently during your 

retirement years. According to the United States Center for Disease Control, 

the average life expectancy is 77.8 years. And many people live longer than 

that. 

 

Are you managing your financial affairs so that your retirement years will be 

pleasurable and secure? At what age do you want to retire? Will you have 

enough income to support your lifestyle when you retire for as long as you 

think you will live? 

 

There are many ways you can plan for retirement. A major goal of 

retirement is to have a steady stream of income after you retire. This may be 

achieved in the following ways: 

 

1. Employment earnings during retirement 
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2. Social Security retirement benefits 

3. Personal Retirement Account – Traditional or Roth IRA 

4. Life insurance cash value 

5. Other personal savings and investments 

6. Employer pension plans 

a. Corporate or employer provided 

b. Federal retirement 

c. Teacher retirement 

d. State or local government 

7. Profit sharing plan 

8. Stock bonus plan 

9. Employee stock ownership plan (ESOP) 

10. Simplified employee pension plan (SEP) 

11. Simplified incentive match for employees (SIMPLE) 

12. 401(k) 

13. 403(b) 

14. 457 

15. Thrift savings plan 

 

 

 

General Investments 

 

Where you place your general investment dollars will depend on how you 

want those dollars to work for you. Do you want to preserve the dollars? Do 

you need current income? Or do you want your principal to grow? 

 

Preserve principal dollars (capital) - There are some sources in which you 

can place your money if you want to be able to get back every dollar you put 

in, plus the earnings. If you put $1,000 into a savings account, you will get 

back your $1,000 plus earnings. You won't lose the money you set aside, 

plus it earns money. 

 

a. Passbook savings 

b. Money market mutual fund or deposit account 

c. Certificates of deposit (CDs) 

d. NOW or Super NOW 

e. Tax-deferred annuity fixed account 

f. Deferred compensation fixed account 

g. Treasury bills 
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Considerations: Find the highest rate.  

 

Maximize current income - If you need to receive a regular payment of 

interest or dividends from your investment, these sources will provide 

regular checks in the mail. Income from the principal may be obtained as 

interest or dividends. 

 

a. Medium to long-term bonds - corporate, government, municipal; pay 

interest semi-annually. 

b. Common and preferred stocks - pay dividends quarterly. 

c. Mutual funds - bond and stock; pay at varying times ranging from 

monthly to yearly. 

d. Certificates of deposit - pay at different times. 

e. Money market fund - pay monthly. 

f. Unit investment trust 

g. Mortgage-backed securities 

 

 

Considerations: 

 

1. Monitor and compare interest rates to get the best return. 

2. Ladder maturities. 

 

 

 

Growth of principal dollars (capital) - If your goal is growth of your 

principal dollars, these sources will provide long-term capital appreciation. 

Your principal dollars grow as the market price of your investment 

increases. Your investment grows if you sell it for more than you originally 

paid for it. Of course, you run the risk that it will decrease in price. 

 

a. Common stock 

b. Zero-coupon bonds 

c. Mutual funds dedicated to capital growth 

d. Real estate 

e. Precious metals 

f. Company sponsored employee investment programs where you 

purchase stock in company you work for 

g. Corporate, government, and municipal bonds bought at discount 

prices 
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Considerations: 

 

1. Have a good reason to buy a particular stock. 

2. Select a promising industry. 

3. Diversify. 

4. Buy low and sell high. 

5. Stay abreast of market trends. 

6. Maintain long holding periods. 

7. Buy good performers. 

 

Don't get discouraged if you don't have enough money to get into some of 

these investments in the beginning. You have to gradually build your 

investment program. For example, you may want to save $50 a month until 

you get $1,000 to purchase a growth stock mutual fund. Then add $50 to it 

each month. You may not have enough money to buy stocks or bonds. But 

you can use your money to buy a mutual fund that invests in stocks. If you 

contribute monthly, the minimum dollar initial investment requirement may 

be waived. The Dividend Reinvestment Plan (DRIP) is another way to 

purchase stocks when you don’t have much money to invest. 

 

 

 

Summary 

 

It's important to know why you're saving. Then choose the place to save to 

fit your financial objectives. By choosing the best savings and investment 

products to match your needs, you will be able to: 

 1. accumulate money for seasonal expenses, emergencies, and major 

goals in highly liquid, interest-earning accounts such as a savings 

account or money market account or fund. 

 2. have a savings plan for future education costs. 

 3. save to minimize your taxes. 

 4. take advantage of retirement plan options. 

 5. have appropriate investment goals and plans for reaching those goals. 
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HOW MUCH MONEY DO I HAVE TO PUT ASIDE? 

 

 Product Source 

$25 Per Month 

and Up 
Passbook savings 

Share account 

Holiday Club 

Account 

Tax Deferred 

Annuity* 

Deferred 

Compensation** 

EE Bonds 

Mutual Funds*** 

Bank, Savings bank, S&L, 

Credit Union 

Bank, Savings bank, S&L, 

Credit Union 

Bank, Savings bank, S&L, 

Credit Union 

Financial Services Company 

Financial Services Company 

Bank, Savings bank, S&L 

Broker, Investment Adviser, 

Mutual Fund Company 

$250 Initial 

Investment 

Mutual Fund*** 

 

Broker, Investment Adviser, 

Mutual Fund Company 

$500 Initial 

Investment 
Certificate of Deposit 

(CD) 

 

Mutual Fund 

Bank, Savings bank, S&L, 

Credit Union, Broker 

Broker, Investment Adviser, 

Mutual Fund Company 

$750 Initial 

Investment 

NOW Account Bank, Savings bank, S&L, 

Credit Union 

$1,000 Initial 

Investment 

Money Market Fund 

or Account (some 

require min. of 

$2,500) 

Super NOW Account 

EE Bonds 

 

 

Certificates of 

Deposit 

 

Mutual Fund 

 

Zero coupon bonds 

Broker, Bank, Savings bank, 

S&L, Credit Union, Broker 

 

Bank, Savings bank, S&L, 

Credit Union 

Savings bank, S&L, Federal 

Reserve, Bureau of Public 

Debt 

 

Bank, Savings bank, S&L, 

Credit Union, Broker 

Broker, Investment Adviser, 

Mutual Fund Representative 

Broker, Investment Adviser, 

Mutual Fund 

$2,000 Initial 

Investment 

IRA (up to $4,000 

/yr) 

Savings bank, S&L, Insurance 

Company, Credit Union, 

Mutual Fund, Investment 
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Adviser 

IRAs may be invested in passbook savings accounts, CDs, annuities, mutual 

funds, individual stocks and bonds, zero coupon bonds. There is no minimum 

amount that must be contributed each year. 

 

$5,000 Initial 

Investment 
Bonds 

    U.S. Treasury 

Notes and Bonds 

    Corporate 

 

    Municipal 

 

    Unit Investment 

Trusts 

Mutual Fund 

 

Lump Sum Deferred 

Annuity 

Department of Treasury, Bureau 

of Public Debt, Federal 

Reserve Bank, Broker 

 

Broker, Investment Adviser, 

Mutual Fund Company 

Broker, Investment Adviser, 

Mutual Fund Company 

Broker, Municipal Bond Dealer 

Broker, Investment Adviser, 

Mutual Fund Company 

Financial Services Company 

$10,000 Initial 

Investment 

U.S. Treasury bills Department of Treasury, Bureau 

of Public Debt, Federal Reserve 

Bank, Broker 

 

*  May be limited to “qualified organizations” (educational, charitable, 

religious, scientific organizations) 

**  Limited to employers that choose to enroll in plan 

***  You can get into certain mutual funds with a $250 minimum or less. 

Others may require $500; $1,000; $1,500; $2,000 or $5,000 minimum. 

Some require minimum investments on a regular basis such as monthly. 

Some allow you to get in for $100 and contribute $25 per month. 
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