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Important 
concepts 

in retirement 
planning

cakur
Sticky Note
Welcome back, this is Steve Juley with the Advisory One group. With our series, building the foundation for financial independence.  This is Chapter 5 page 2. On this page there are 2 styles of diversification.  This goes beyond asset class diversification; it goes into how into the investments are taxed and can we diversify there.  Theres tax free investments, taxable investments, and tax deferred investments. In a perfect world, because we can’t predict tax rates in the future, is to have monthly split equally between the 3.  Then we would also want to diversify over time.  There would be now money, how much money do I have there and what is the tax treatment. There would also be later money, that would be used in the next 5-10 years.     Then the much later money would be used 10+ years down the road, where you could use more aggressive investments because time is on your side. How they fit together will depend on your individual situation.  If we can do a little bit in each, that’s a great diversification strategy.
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Stay invested:
It’s “time in” the market, 
Not  “timing” the market

cakur
Sticky Note
If you get nothing else out of this series, remember the information on the next few slides.  This is titled stay invested.  Time in the market, not timing the market. I can’t tell you how disastrous it is for people to try to day trade or do some sort of timing mechanism.  Ultimately the markets will figure it out and you can get blown out of the water. For example, a partner at our company Todd, who was a options trader at the options exchange. He said that even the locals who traded their own accounts, up to 98% of the professionals blow up given time. 
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Stayed Invested

Missed the Top 5 Days

Missed the Top 15 Days

$39,835

Time IN – not timing

$26,436

$15,593

$10,050 Missed the Top 25 Days

This example is hypothetical and for 
illustrative
purposes only. It does not represent the past,
present or future performance of any actual
investment nor is it a guarantee of any kind

Source: ChartSource®, DST Systems, Inc. For the period from July 1,1997 to June 30, 2017. Based on total returns of Standard & Poor's Composite Index of 500 Stocks, an unmanaged index that is generally 
considered representative of the U.S. stock market. It is not possible to invest directly in an index. Past performance is not a guarantee of future results. Copyright © 2016, DST Systems, Inc. Reproduction in whole 
or in part prohibited, except by permission. All rights reserved. Not responsible for any errors or omissions.

Important Points to Remember
It’s time IN, not timing the 
market that matters

Value hypothetical $10,000 
investment over 20-year period. 

S&P 500® Composite index. 7/1/97-
6/30/17

cakur
Sticky Note
Chapter 5 slide 4, this goes along with time in the market not timing the market. There are four bars on this bar chart, it is the value of a hypothetical $10,000 investment over 20 years. In this particular example its 1997-2017.What this does is if you stayed totally investment over that 20-year period of time, you would have almost quadrupled your initial investment of $10,000 to $39,835.  Here’s the rub, there are over 5000 trading days over that 20-year period in the market. If you missed just the top 5 days, you’re closer to $26,000 rather than almost $40,000.  That’s an incredible difference, that comes from staying invested. If you missed the top 5 days over that 20-year period, you would have in a sense lost money. Now if you miss the top 15 days that $10,000 investment is worth $15,500. If you miss the top 25 days, you might as well have stuck the money in a mattress.  Important points to remember, it’s time in not timing the market that matters. It’s so difficult to time the market. 
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Don’t let your emotions get the best of you

And sell here

Investors often 
buy here

cakur
Sticky Note
Another big one for novice investors that don’t take a longer-term approach.  This is chapter 5 slide 5 the title is don’t let your emotions get the best of you.  You can hear about these meme stocks, or you hear about something exciting, and the markets are going up it’s a boom.  Often at these times people get a fear of missing out, the “FOMO” reaction, and then people want to get in on whatever is booming and buy whatever stock or currency is going up.  Then there’s a big correction or a recession, or some sort of market decline.  Then people end up selling their position and going into cash. This was very evident during the last great recession; the average 401k investor went to cash and never went back into the market. They would have missed a great run of a boom market over the past say 10-12 years. Even with another correction in there.  You buy and you hold.
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Month Monthly Investment Share Price Shares purchased

January $500 $10.00 50

February $500 $9.00 55.6

March $500 $8.00 62.5

April $500 $9.00 55.6

May $500 $10.00 50

Let dollar cost averaging work for you

Important Points to Remember
When the share price declines, the same monthly 
investment buys more shares

Dollar Cost Averaging does not ensure a profit nor does it protect against a loss in declining markets.
It involves continuous investment in securities regardless of fluctuating price levels. An investor should
consider his or her ability to continue purchases in periods of low or fluctuating price levels.
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Sticky Note
Chapter 5 slide 6. Here’s a little thing that happens naturally if you invest in your employers 401k, they take it out of your paycheck once or twice a month.  Just to give you an idea how this might work, let dollar cost averaging work for you. We have a period of time January-May investing $500 per month. Our investment is currently at 10 a share. In January I bought 50 shares, in February the share price is down 10% and I get to by more shares 55.6.  March even lower, down to $8 a share, so the investment I’m in is down 20%.  That allows me to by 12.5 more shares in March.  April is back up to $9 a share I still by more than 50 shares.  When the market goes down, which it will, and you’re investing over time you can let dollar cost averaging work for you. It doesn’t guarantee you will get a profit, but it does allow to think about the market going down in a different way.  You can think about it as if you’re getting something on sale, and who doesn’t like getting something on sale. We hope you’ve enjoyed this chapter, and we’ll see you again in chapter 6. 

cakur
Sound Attachment
Sound Clip (2100 KB)


	Building the Foundation for financial independence©�Chapter 5
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6



