MONEY 101 EDUCATION
12.94a Assignment #4 — Investment Segment

Moving Toward the Finish Line

Before Assignment #4 — A Small Request

101 EDUCATION

If you've enjoyed your Money 101 experience, | would love it if you
would write a recommendation for the program on my LinkedIn profile
or by commenting on the YOUTUBE Video.

Steps to Leave a Recommendation on my LinkedIn Profile:

1. Create a LinkedIn Account (if you don't already — it's free):
https://www.linkedin.com/

2. Find My Profile and Send a Connection Request:
https://www.linkedin.com/in/diane-drey/

3. When | accept your request through LinkedIn, | will follow up and send you a message
asking for a recommendation. So please watch for a message.

4. Respond to the Message:
Write whatever feedback you'd like to share.

Steps to Leave a Recommendation on YouTube:

Watch the YouTube video where | discuss the program:
https://www.youtube.com/watch?v=_QIxTCxkwug

Leave a comment
...and of course, spreading the words to your friends or sending me their email address (with

their permission) to get periodic handouts and notices of class registration dates —is also
appreciated. Thank you so much for your support!
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ASSIGNMENT #4
Congratulations — by now, you should have selected:
e ONE fund for your Life Enhancement Account (taxable) with a fixed stock/bond ratio
e ONE fund for your Retirement Account (tax-deferred) - with a stock/bond ratio that
glides over time

Great progress!

1. If you selected funds from different firms.... Consider adjusting your
selection. Often, individuals choose funds offered by separate firms. However, a key to
investing is to keep things simple—

e You'll want to open your investment account with the firm that offers that fund so you
can buy it commission-free.

e You will want to have both your non-retirement and retirement accounts with the same
financial custodian so that you can see all your investments on your phone (in their

app).
So, if you've selected funds from different companies, try changing one of your choices.

For example, if you have a Fidelity fund for non-retirement and a Vanguard fund for retirement,
consider switching one to a different fund within the same company.

This might mean compromising a bit on one of the factors that initially attracted you, but if it
has the proper stock-bond ratio, it won't make a big difference.

2. Learn About Financial Custodians

Read 12.31: What is a Financial Custodian and How to Choose One.

3. Choose a Financial Custodian, contact them, and open a SELF-DIRECTED
Account.

THIS IS WHERE IT GETS REAL - Popular Financial Custodians:

Financial Custodian Phone Website
Fidelity 1-800-343-3548 fidelity.com
Schwab 1-800-435-4000 schwab.com

Vanguard 1-877-662-7447 vanguard.com
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All major companies offer online account opening options, but if you're new to working with
such a firm, it's a good idea to call them to see how they treat you on the phone. Be sure to tell
them you want a self-directed account - not a Managed Account. There’s no reason for you to
pay fees.

The first question they will ask is:

e Isitanon-retirement (taxable) account or a retirement account? Ultimately, you will need
BOTH. However, review Exhibit A below and decide which account is the most appropriate
for you to start.

e If you choose a retirement account, they will want to know whether you prefer a Traditional
or Roth retirement account. If you are working and in a higher tax bracket now than you
anticipate being in when you take out the money (in retirement), it is usually prudent to
select the Traditional Retirement Account because you get a tax deduction for your
contribution - if confused, see Handout 7.01 and 7.02 or email the instructor.

If you already have an investment account with a financial custodian, you do NOT have to open
another account. However, you need to analyze your current holdings and see if the total
DOLLARS you have invested in stocks and bonds matches the stock-bond ratio that is
appropriate for when you will need your money.

One way to analyze your portfolio is to list all holdings on Form 12.21 and research the fund
holdings on Morningstar. Next, calculate your stock/bond DOLLAR ratio and verify if it aligns
with the ratio you established in class #3. This can be challenging if the funds in which you have
investments hold assets from different categories. So make a private appointment, and we can
do the analysis together.

4. Create a connection between your checking account and investment account.
Once you have opened the investment account, it is key to link it to your local bank checking
account so you can transfer funds easily.

You may be able to follow directions online, but if not, call the custodian and get their help
establishing the link.

5. Decide on the Annual Amount you can afford to invest
You should have completed your cash flow statement and know if you are cash-positive or

negative.

Those who are cash negative should not be investing. However, since this is an investment
class, you can open an account to gain experience and invest $10 to see how it works.
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For cash—positive people, consider how much you can afford to invest over the year.

Whatever the amount you can afford, divide it by 52, and that is the amount you will invest
weekly. So, if you can afford $520 annually, that is $10 per week.

Investing weekly lets you buy your fund at varying prices throughout the year, a practice known
as "dollar cost averaging". It is another way of spreading your bets because you are not
investing a lump sum at one time.

6. Set Up Automatic Deposits
This is a two-step process -

e First, you need to set up an automatic transfer from your local bank checking account to
your investment account. It is far better to invest $10 a week ($520 a year) than wait
until you have a more significant amount to invest. Small, consistent investments add

up!

e Second, you will need to set up with the investment firm that, when they
receive your automatic deposit, they automatically invest it in the fund (s) you
have selected.

READ HANDOUT 12.71, which gives more details, or click on the Automatic Investment Setup
Guides offered by:

o Fidelity
e Schwab

e Vanguard

Most firms will want you to make an initial deposit before they activate the
automatic deposit - ask them how to make that first deposit. Therefore, it is unlikely
you will be able to set up the automatic deposits right away.

If you do steps 1-6, you can then go back to all the other
essential things in life - Your investments are on AUTO PILOT.

You will have made a significant step forward,
Your time and money invested in this class will be worthwhile.

The above is the most crucial part of the class, but please continue the assignment.
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7. Read some of these additional Handouts

12.11 Bonds — Effective Duration vs. Effective Maturity

12.32 Questions to Ask Your Financial Advisor. MOST IMPORTANT — keep this one
12.44 What is a Morningstar Category

12.46 ETFs vs. Mutual Funds

12.54 Ten-Year Performance Quilt by Asset Class (2024)

12.71 Automatic Investing

12.82 What are Morningstar Star Ratings?

12.83 How to Research ESG Funds

8. 24 hours before the next LIVE class, send the instructor an email describing your progress,
and be prepared to share your experience in class.

Did you open an account, and what type (taxable or retirement)?

Which custodian did you choose and why?

How was your experience setting up an account?

Which fund did you purchase and why?

Did you set up automatic deposits? (This might need to occur after your first cash
deposit cleared AND you made your first purchase manually)

Did you elect to reinvest dividends/interest? (This might be a second step AFTER you
have made your first purchase.)

ANY other investing questions

9. Make a private appointment with the instructor to review any money-related issues or if you
get stuck on any of the steps above. (Offer extends after the class ends)

In the last class, we will discuss
the tax implications of investing.

Uncle Sam is always waiting to participate in your profits.

8-20-2025 www.moneyl01education.com 5



http://www.money101education.com/

MONEY 101 EDUCATION
12.94a Assignment #4 — Investment Segment

Exhibit A — Which Account Should | Open?

Follow this decision guide:

Group A: | If you have not Open a Non-Retirement account with $20. Buy an US S&P
established a sufficient | 500 ETF, as there is no minimum purchase.
cash Emergency Fund
This will allow you to watch the value change as the
markets change. However, if you do not have an
emergency fund, you must put off investing more than
$20. Recommended S&P 500 ETFs:
Fiduciary Ticker Fund Name
Fidelity |FXAIX [[Fidelity 500 Index |
Schwab | SWPPX|/Schwab® S&P 500 Index|
‘VanguardHVOO HVanguard S&P 500 ‘
Track your fund daily — focus on percentage change
rather than dollar value.
Group B: | If you will not have any | Open a Non-Retirement account. Aim to invest $10 a
earned income this week
year
Group C: | If you will have earned | Open a Retirement Account. Aim to invest at least $10 a
income this year, but week.
no workplace
retirement plan
Group D: | If you have a workplace | Sign up for your employer sponsored 401(K) ASAP and
401(k) but are not start contributing! Find out if they offer a match. Save
contributing first with your employer — and if you have excess money,
you can open a non-retirement account to get the
investing experience.
Group E: | If you have a workplace | You might still open a personal retirement account. Read

401(k) and are already
contributing

this guide. For now, open a Non-Retirement account.
2025 IRA Contribution Limits:

e Upto $7,000 (if under 50) — approx. $ 134 a week

e Up to $8,000 (if 50+) — approx. $ 153 a week

e Oryour total earned income (whichever is less)
See IRS guidelines.

IF THE TARGET DATE FUND HAS A MINIMUM purchase that is out of reach, consider a three-fund approach as we
reviewed in class: a US Stock fund, an International Stock Fund, and a Total Bond Fund. The ticker symbols are on
sheet 12.22d — but remember you must rebalance periodically.
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