MONEY 101 EDUCATION
12.71 Automatic Investing - The best thing since sliced bread

Investing is Work...
But It Doesn’t Have to Feel Like It! 101 EDUCATION

Many people take an investing class but then freeze when it's time to act. They feel overwhelmed by the
fear of making a wrong decision—and as a result, they do nothing.

However, they also often assume that they must invest a significant amount of money—and that if they
lost it, they would be in financial trouble. The key is to start small, perhaps with $10, and move slowly.

Here are some easy steps you can take to get started and automate the process with just $10 a week.

Step 1: DECIDE WHAT YOU ARE SAVING FOR
If you want to:

e Save for non-retirement needs - and pay taxes as you earn them on interest and dividends but
be able to withdraw your investment at any time.

e Save for Retirement and shield earnings from taxation until withdrawal but be aware of
restrictions on withdrawals.

If you have elected to save for retirement, learn about the maximum annual contribution
amount. The amount is set by the IRS and is based on your earned income and age.

For most people who are not business owners, the amount will be $7,000 in 2025, or $8,000 for
those over 50 years old. Business Owners can often save more if they set up a SEP IRA
(Simplified Employee Pension), and the amount will be based on their business’s profit.

Step 2: CHOOSE YOUR FUND

Determine the fund in which you want to invest based on your TIME HORIZON for needing the money
and your research, as done using Morningstar, on diversification ratio among US Stocks, International
Stocks and Bonds - AND performance, and expense ratio. Each person only needs one fund, and keeping
it simple is a key to investing success.

e If you are saving for non-retirement needs, consider choosing an Asset Allocation fund that
keeps a fixed stock-to-bond ratio. If you need the money within the next three to five years, the
stock portion should be no more than 40%. For a longer time horizon, you can opt for a fund
with a higher percentage of stocks.

e If you are saving for retirement, Target Date Funds are most suitable because you can choose
one with the right stock-to-bond ratio based on your age, and then gradually the fund will
become more conservative (meaning it decreases its stock holdings and increases its bond
holdings).
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Step 3: OPEN THE ACCOUNT(S) WITH A FINANCIAL CUSTODIAN
Open a Self-Directed account(s) with the financial custodian offering the fund you chose. Ensure it is
“Self-Directed” to avoid being charged an “Asset Under Management” fee.

As an example, if you chose:
FIOFX - Fidelity Index 2045 Target Date Fund, open an account with Fidelity
SWYHX - the Schwab Target Date 2045 fund - open an account with Schwab,
VTIVX - the Vanguard Target Date 2045 Fund - open an account with Vanguard.

This way, you will never pay a commission.
Also, ask the financial custodian if there is an initial minimum purchase of the fund you have chosen. In

some cases, this is true, but it rarely applies to Target Date or Asset Allocation funds.

Step 5: SET UP WEEKLY AUTOMATIC TRANSFERS FROM YOUR CHECKING ACCOUNT
Decide on how much you can afford to invest in a year (or how much you are allowed to invest a year if
it is a retirement account).

- Divide the annual amount by 52 and set up a weekly automatic transfer with the financial custodian.
They will automatically take the amount you specify from your checking account at another bank and
move it to your investment account EACH WEEK.

So, if you can afford $520 annually, have them transfer $10 a week. You can transfer as little as $ 1
weekly.

If you have both a non-retirement and a retirement account, you will need to set up two weekly
transfers.

Step 6: INSTRUCT THE CUSTODIAN TO INVEST THE WEEKLY TRANSFER IN THE FUND YOU CHOSE
Transferring the money to your investment account is only half of the equation; you must also iinstruct
the Financial Custodian to invest the cash proceeds AUTOMATICALLY in the fund you chose.. Setting it
up can be done on your own or with a phone call. Below are some links for more information.

CLICK to learn more about these financial custodians’ Automatic Investment Setup Guides:

e Fidelity
e Schwab
e Vanguard

NOTE - If you’ve chosen a fund with an initial minimum purchase requirement, don’t wait until you've
saved that amount to invest. Instead, follow the plan outlined above to transfer cash weekly from your
checking account to your investment account. Once you have sufficient funds to make the initial
purchase, proceed. After your first purchase, you can automatically invest with NO minimum

THE KEY TO SUCCESS IS CONSISTENCY - START NOW, SET UP WEEKLY TRANSFERS - as little as $1,
GET USED TO MARKET SWINGS - baby steps get you there - but you must start.
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https://www.fidelity.com/trading/recurring-investments
https://www.schwab.com/content/how-to-automatically-invest-mutual-funds
https://investor.vanguard.com/investor-resources-education/portfolio-management/making-regular-investments

