Personal Financial Planning
for Accountants

4" Edition

Distributed by The CPE Store
www.cpestore.com, 1-800-910-2755



Table of Contents

Chapter 1 — What You Should Know About Financial Planning...........ccccccevmmmiinismennnnenns 1
Learning ODJECHVES .....coiiiiiiiiie ettt ettt e e e e e ettt ettt e e e e e e s e abe et eeaaa e e s e nneeeeeeeaaeeeaantnreeaaaaeeaann 1
INEFOAUCTION ... 1
The Benefits of Financial Planning ... e e e 1

How Does Personal Financial Planning Help YOU? .........ouiiiiii i 1
What are the Objectives of Personal Financial Planning?.............coooiiiiiiiiieeeeeiieeee e 2
The Key Areas in Personal Financial Planning...........ccccoo 2
The Steps in Personal Financial Planning ..........c...eeiiiioiiiiiiee et 2
Common Mistakes Consumers Make when Approaching Financial Planning............cccooccoiiiininn. 4
Changing Economic Situations and Financial Planning and DecCisions .............ccccccccvevvviiiiiiiiiiiiceee, 5
Personal Factors to Consider in Financial Planning............ccoooo i 7
KEEPING RECOIAS ... e 8
The Individual Aspects of Personal Financial Planning.............ccccooiiiiiiiiiaiiiiiiee e 10
Considerations in Selecting a Personal Financial PIanner ... 11
Personal Financial Planning WebsItes. ... 13
REVIEW QUESHIONS ...ttt e e e oottt et e e e e e e e att et e e e e e e e e e nnbbteeeaaeeeaaannnrnneaaaaeas 14
REVIEW ANSWES ...ttt 15

Chapter 2 — Time Value Applications...........ccooveiiiiiiiiiiicrr s 17
Learning ODJECHVES .....coiiiiiiiiii ettt e e e oo ettt et e e e e e e e s nabe et e e e e e e e aannenbbeeeeaaeeaaannnrnneeaaeeas 17
INEFOAUCTION ... 17
TiME ValUE Of MONEY ...ttt e e e e e ettt e e e e e e s e e sttt e e e e e e e aaannbbeeeaaaeeeaannnneeas 17

Using Future Value Tables in DecCiSion MaKing .........coooooiii s 17
Using Present Value Tables in DeciSion MakKing .........cooooooiiiioiii s 20
Using Financial Calculators and Computer SOftWare ...........c...ueeiiieiiiiiiieiiee e 23
REVIEW QUESHIONS ...ttt e e oottt et e e e e e e e e na ettt e e e e e e e e nsbbseeeeaeeeaaannsnnneaaaeeas 24
REVIEW ANSWE'S ...ttt 25

Chapter 3 — Personal Financial Statements and Budgeting .........cccccciniiiimmnncieeeneneen, 27
Learning ODJECHVES .....coiiiiiiiiiiie ettt ettt e e e e e ettt bttt e e e e e e e e a bt et e e e e e e e e s annenbbeeeeaaeeaaannnrnneeaaaeas 27
INEFOAUCTION ... 27
Developing a Financial Statement ............ooi e 27

HOW MUCh Are YOU WOIN? ...ttt e e ettt e e e e e e s ner e e e e aaaeeaanns 27
o 1E T £ TP PP PP P TP POTPPPPPPPPPPPPRPPRS 28
o 1U [ I E=T o] (1= TP P PP PP T PP PP TP PP PPPPPPPPPPPPRS 29
Commitments and CONtINGENCIES ........eiiiiiiiiiiiiiie et e e e e e e e s e e e e e e e e s nneeeeeaaaaens 31
Personal Cash Flow Statement — Your Net Savings..........ccooiiiiiiiiiaii e 31
Some EXpense ConSiderations...........cccviiiiiii i 31
LooKiNG @t YOUEr DEDt LEVEL. ... . s 33
More on Personal Financial Statements............ooooiiiiiiiii e 41
1070 ] o T 117 o] o KU PSSRt 41
REVIEW QUESTIONS ... et e e e et e e e e e e ettt e e e e e e e e eeat e nns 42
REVIEW ANSWETS ...ttt e e e e et e e e et e e e et e e e e et e e e s et e eesaaan e e stnsaaessnnnaeessnnaaasssnnaaaes 43

Chapter 4 — Career Planning and Financial SUCCESS.............occimmmiiiiiissnrr s nnees 45
Learning ODJECHVES .....coiiiiiiiiiiee ettt ettt e e e e e e ettt et e e e e e e e s neeeeeeeaaeeaaannenbteeeeaaeeaaannnnnneaaaeean 45
INEFOAUCTION ... 45
(O =TT o = T TSRO 45

A Career-Planning CheCKIISt ....... ...t e e e e e e e e 45
Occupational Outlook Handbook (OOH) ..........eueiiiiiiieeeee e a e 46
The Employment ProjECHONS ........ooviiiiiiiiiiii 46
Job Hunting and Career WEeDbSIES ..........cooi i 50
REVIEW QUESHIONS ...ttt e e oottt e e e e e e e s s aa bt e e e e e e e e e e nsbbaeeeeaaeeaaannnnnneaaaaeas 51

REVIBW ANSWELS ...ttt ettt ettt et e et e et e e et e e e e e e e e e e e e e e e e ea e e e e ea e saes s sennssassnsannss 52



Table of Contents

Chapter 5 — Planning for College Education ............ccccccmiiiiiiiimnii s nnnnns 53
Learning ODJECHVES .....coiiiiiiiiiii ettt e e e e oo ettt e e e e e e e e s n ettt e e e e e e e e e anneebbeeeeaaeeeaannrnneeaaaean 53
INEFOAUCTION ... 53
College EAUCation FINANCIAIS ........ooiii it e et e e e e e e e e nneeeeas 53

Financing a College EQUCALION .........oiiii ettt e e e e e et e e e e e e e s ennreeeeaaaeeeaaanns 53
Strategies for Funding College TUItION ..........oouueiiiiiie et e e eeeeaa e 54
ONEI SOUMCES ...ttt ettt e e e oo ettt et e e e e e e e nb ettt e e e e e e e aannbeeeeeaaeeeaaannsnnneaaaaeas 56
TaX CONSIAEIAIIONS. ...ttt e e e e e e ettt et e e e e e s e atbee e e e e e e e e e nneeeaeeeaaeeeaannananeaaaeas 57
Determining Need Using Future Value Calculations .............oooiiiiiiiiiiiieeee e 57
Sources Of FINANCIAI A .......oiii ettt e e e e e e st e e e e e e e e e e anneaaeeaaaens 59
107013 T 111 (o] o KU PRSPPI 64
College Planning WEDSITES ..ot e e e e e e e e e e e e e e aaeeaaaeas 64
REVIEW QUESHIONS ...ttt e e oottt et e e e e e e s e a bt et e e e e e e e s nnbeseeeeaeeeaaannnnnneaaaaeas 66
REVIEW ANSWE'S ..ottt 67

Chapter 6 — The Return and Risk of Your Investments.............ccoooeiiiiiiiiiiiciiinnssssssss e 69
Learning ODJECHVES .....coiiiiiiiiiii ettt e e e e oo ettt e e e e e e e e s n ettt e e e e e e e e e anneebbeeeeaaeeeaannrnneeaaaean 69
INEFOAUCTION ... 69
INVESHING .. 69

WEt IS REUIN?....ceceeee ettt e e oo e ettt et e e e e e s e ae et e e e e e e e e e e nnbbeeeeaaeeeaannnnnneaaaaeas 69
Effective ANNUAI YIEIG. ... .ottt ettt e e e e e s et e e e e e e e e e s e annbeneeaaaaeeaanns 70
Payback Period and Money Doubling Period .........ccooiii e 70
DIffErENT RISKS ..ottt e e e ettt e e e e e e s et bttt e e aaeeeannnbnneeaaaaeeaannn 71
Ways t0 ReAUCE RISK ......cooiiiiiiiiiiiii 7
CoNSIAErations fOr RISK........cuiiii ittt e e e e e e ettt e e e e e e e s s e e e e e e e e e e e e anenaneaaaaeas 72
Quick Test to Measure Investment RiSK.............uuiiiiiii e 72
The RiSK-Return Trade-Off ... ...ttt e e e e e e st e e e e e e e annnbraeeeaaeas 73
Building an Optimal POrtfolio............eiiii i e e e e e e e e e e e e 75
Investment Alternatives and the Risk-Return Trade-Off............c.ouiiiiiiiiiii e 76
REVIEW QUESHIONS ...ttt e e e oottt et e e e e e e e att et e e e e e e e e e nnbbteeeaaeeeaaannnrnneaaaaeas 77
REVIEW ANSWE'S ...ttt 79

Chapter 7 — Banking and Cash Management ...........ccccccmiiiiiismmminsssr s nnnnes 83
Learning ODJECHVES .....coiiiiiiiiiii ettt e e e e oo ettt e e e e e e e e s n ettt e e e e e e e e e anneebbeeeeaaeeeaannrnneeaaaean 83
INEFOAUCTION ... 83
BaNKING ...ceeeiiiiiiiiiii 83

SelECHNG @ BANK ...t e e e e e e e e e e e e ae e e et e e aa e e e e nernneeaaaeas 83
Getting the Most from YOUr BanK ..........coooaoiiiiiiiiiiee ettt a e e e eeaeaeas 84
How to Determine the Savings Account Balance for Interest Calculations ..............ccooeeeeeeeeeieeeeeenn, 87
Investing in Money Market FUNGAS .........uuiiiiiiiiiiiiiiiiiiiiiiie ittt ee e eeeeeneee 88
Investing in Certificates of DEPOSIt...........uueiiiiiiiiiiee e e e e 89
HOW t0 BUY @ Treasury Bill... ... s 91
Treasury Inflation-Indexed BONd .............ooiii e 91
U.S. SAVINGS BONGS......eeeiiiieii ettt e e e e e s ettt e e e e e e e s e enbraeeeaaaeeaaan 92
U.S. Series | SAVINGS BONG..........uiiiiiiiiiiiiie ettt e e e e e e s ettt e e e e e e e e e annseneeeaaaeeaaanns 92
HOW T0o Buy Savings BONGAS..........uuiiiiiiiiiiie ettt e e e e sttt e e e e e e e e ennreeeeeaaaeeaaanns 93
An “All-in-One” Account or Asset Management Account (AMA).........ooi i 93
Banking TOOIS YOU Can USE .........uuiiiiiiiiiiiiiii ettt ettt e e e e e e e e et e e e e e e e e s annnnneaaaaaeeaaanns 93
EleCtrONIC BaNKING ... 94
CheCk ENOrSEMENTES ...ttt e e e e e e e ettt e e e e e e e s e abeeeeeaeaaeessannnaneaaaaens 95
REVIEW QUESHIONS ...ttt e e oottt e e e e e e e e aab e et e e e e e e e e nnnbbaeeeeaaeeaaannnnnneeaaaeas 96
REVIEW ANSWES ...ttt 97

Chapter 8 — Managing Debt...........cciiiiiiiiiiii s 99
Learning ODJECHVES .....coiiiiiiiiiiee ettt ettt e e e e e e ettt et e e e e e e e s neeeeeeeaaeeaaannenbteeeeaaeeaaannnnnneaaaeean 99
INEFOAUCTION ... 99
107 Yo [1 07 1 (o [OOSR 99

Evaluating Credit CardsS..........o ittt e e ettt e e e e e s s e nbee e e e e e e e e e e annnbnneeeaaaeeaann 99

i



Table of Contents

Credit Card Accountability, Responsibility, and Disclosure Act of 2009............ccceeeeiieeriiiiiiiiieeeenn. 100
Where to Get Credit COUNSEIING ......c...uiiiiiieee e e e e e e e e eees 100
Fair Credit REPOMING ... ettt e e e e ettt e e e e e e s s nabseeeeaaeeeaaanbbneeeaaaeeaanns 101
The Five €S Of Credit.. ... ettt e e e e ettt e e e e e e e e naeee e e e e e e e e e annnneeas 104

[ (1O IS T oo (= PP TSP PPRRRN 104
How to Determine Monthly Installment Loan Payments...........coooooioioiiiiiiiii 107
How to Determine the True Cost of Credit............ooo i 107
Annual Percentage Rate (APR) ...t a e e e e e 108
Paying Off @ LOAN EarlY......cooi ettt e e e st e e e e e e e nee e e e e aaeeaanes 111
Financing an AUtOMODIIE ... 113
BaNKIUPICY AW ... 114
(07013 T 111 (o] o HU PP 115
Debt Management WD SITES . ... 116
REVIEW QUESHIONS ...ttt e e e ettt e e e e e e s n ettt e e e e e e e s e nnbbbeeeaaaeesaannnnneaaaaeas 117
REVIEW ANSWES ...eiiiiiiiiiiii ettt 118
Chapter 9 — How to Reduce the Costs Of Living ........ccccccmimriiiniiinemriinn s 121
Learning ODJECHVES .....coiiiiiiiiie ettt e ettt e e e e e e ettt e e e e e e e e e nbe e e eeaae e e e e nneaeaeeeaaeesaaannaneneaaaaas 121
T (e T[0T i) o [P 121
Reducing the COSt Of LIVING. ... .ui ittt e e e e e e e e e e e e e e e e neneeeeaaaens 121
What Can You D0 t0 REAUCE COSES? ......eeiiiieiiiiiiiiiie ettt a e e e e e e 121
How to Save Money on Automobile, Boat, or Other Major Acquisitions .............ccceeveieiiiieieceee e, 121
O NI BIMS e 126
Marital Status and Personal FINANCE..............uiiiii i a e 127
USEFUL WEDSITES ...ttt oottt e e e e e s et e e e e e e e e e e annbeaeeeaaaeaaannes 127
REVIEW QUESHIONS ...ttt e e e e e ettt e e e e e e s n ettt e e e e e e e aansbbeeeeeaaeesaannnneeaaaaeas 128
REVIEW ANSWES ..ottt 129
Chapter 10 — Where and How You Choose t0 LiVe .........ccoceiiiiiiiiiiicccccce s 131
Learning ODJECHVES .....coiiiiiiiiie ettt e e e e e e ettt et e e e e e s e nbeeeeeaaeeeaannsaeeeeeaaeesaaannnneeaaaaeas 131
INEFOAUCTION ... 131
HOME OWNEISNID .ottt e e e e e e 131
Buying vs. ReNtiNg @ HOME ... 131
What PriCe tO Pay......cooiiiiiiiiiii 132
Determining the Monthly Mortgage Payment. ... 132
Shopping for an Adjustable Rate Mortgage...........coooo i 136
Consider Bi-Weekly Mortgage Payments .............ooiii it 138
Getting the MOst fOr YOUr HOUSE ........ueiiiiieiee et a e ee e e 138
(07010 T 111 (o] o HU PR PR SRR 139

L L= 00 I =Y o T | =T 139
REVIEW QUESHIONS ...ttt e e oo ettt e e e e e e e n b et e e e e e e e s e nnbbbeeeeaaeesaannnneeaaaaeas 142
REVIEW ANSWES ...ttt 143
Chapter 11 — Life, Health, Property, and Liability Insurance .............ccoooviiiiiiiiiiiii e 145
Learning ODJECHVES .....coiiiiiiiiie ettt e e e e e e ettt et e e e e e s e nbeeeeeaaeeeaannsaeeeeeaaeesaaannnneeaaaaeas 145
INEFOAUCTION .. 145
INSUIGINCE ... 145
BN o1 o ] PRSP 145

[ N T T = g o U ETRR S UUUPPRRR 146
Evaluating Disability or Loss-0f-INCOME INSUrANCE ..........ooiiiiiiiiiiiiiiiie e 153
Reviewing Medical and Health InSurance COVErage. ..........cueuuiiiuiiiiiiaaeee i a e eeiieeee e e e 154
MaNAGEA Care PIANS......coii ittt e e e e e e et b et e e e e e e s e nabseeeeaaeeeaaanbraeeeaaaeeaaanns 155
Shopping for Long-Term Care COVEIAGE ..........uuuiiiiaaiiiiiieiieaaaa e e aaitieeeaaaaeaaaaeeeeeeeaaaeaaaanneseeeaaaess 156
Property, Liability, and Casualty INSUFANCE............ooiiiiiiiiiae e a e 157
Types of HOMEOWNET POLICIES.........iiiiieiee ettt e e e e e e e e e e e e e nneeeees 159

F U (o R g E T = o Tt TP PP PP P PP PP PP PPOPPPPPPPPPPPPRt 159
Selecting Agents and COMPANIES ........ciiiiaiiiiiiiiiee et a e et e e e e e e e e s s aaeeeeeeaaaeeaaanneeeeeaaaaens 160
Where t0 Get INSUrANCE ANSWETS .........uuiiiiiie it e e e e e ettt e e e e e e e e st e e e e e e e e e e anbeaeeeaaaeeeaannnnneeas 161

il



Table of Contents

Websites for Insurance Companies and QUOtation...............ccovvviiiiiiiiii e 161
REVIEW QUESHIONS ...ttt e e oottt e e e e e e e an b e e e e e e e e e e e nnbbeeeeeaaeesaannnneeaaaaeas 162
REVIEW ANSWETS . .oiiiiiii et et e e et e e e e et e e e e e et e e e ata e e e et e e stan e eestanaaeeasanaaenennnns 164

Chapter 12 — Investments and Planning..........cccccoiimimmnnsssre s s snas 167
Learning ODJECHVES .....coiiiiiiiiieee ettt e ettt e e e e e e ettt et e e e e e s e aanbe e e e eaae e e s e nnsaneeeeaaeesaaannnneneaaaeas 167
T (e T[0T i) o [P 167
Getting Started as an INVESTON ... e e e e e e e e e 167

Financial Assets and Real ASSELS ......... i 167

Short-Term and Long-Term INVEStMENTS............ooiiiiiiiiiii e a e 168

Fixed-Dollar and Variable-Dollar INnVeStMENts ... 168

Sources of INVESIMENT IMONEY...........uiiiiiieei et e e e e e e e e s e e eeaaaens 168

Some Investment Considerations .............cooviiiiiiii i 168

KEY QUESHIONS 10 ASK .....eiiiieiiiitieiii e e e ettt e e ettt e e e e e e e bbb et e e e e e e s e anneseeeeaaeeeaanntneeeeaaaeeaann 168

Aggressive and Defensive Investment Strategy ............oooiiiiiiiiiii e 169

Marketable and Liquid INVESIMENES. ... oo 169

INVESIMENT ODJECHVES ...ttt e ettt e e e e e e s st b e e e e e e e e e annebreeeeaaaeeaanns 169

1= (=Y LA ToT =Y g =T T L 170

The Impact of Economic and Market Factors ... 170

Mutual Funds, Index FuNds, and ETFS ......cooniii et 171

The Cost Of INVESHING ...ttt e ettt e e e e e e e e e e e e e e e e e e nneeeeas 171

1011 E= 11T o ISPt 171

Determining the Appropriate Level of RIiSK ........ccooiiiiiiiiiiieieecccee e 172

CONCIUSION ... 173
REVIEW QUESHIONS ...ttt e e e ettt e e e e e e s n ettt e e e e e e e s e nnbbbeeeaaaeesaannnnneaaaaeas 174
REVIEW ANSWETS ...t e ettt oottt e e e e e et ettt e e e e e e eattaa e e e aaeeeeesannn e aeeeeeensnnn e aeaaaeeennnnnnnn 175

Chapter 13 — Investing in COmMMON StOCK.........cccciiiiiiiiemiri s s 177
Learning ODJECHVES .....coiiieiiiiiie ettt e ettt e e e e e ettt et e e e e e e s e e st be e e e e e e e e s e nneeeeeeaaaeesaannaneeeaaaeas 177
T (e T[0T i) o [P 177
1070) 0 010 aTeT TS (o lo: QPP PPPPPPPPPRS 178

The Advantages and Disadvantages of Owning Common StOCK ..........c..eeeiiiiiiiiiiiiiiiiecee e, 178

What Types Of StOCKS Are TREIET ... e e e e e e e e e e e e e aneeeeeas 178

=TS C= T3 1 o I o = 179

Stock Splits and StoCk DIVIAENAS.........ccoeviiiiieeeeeeeee 180

Determining the Return on Common SOCK ..........oiiiiiiiiiiie e 183

How Do You Value (O Price) STOCK? ...ttt e et e e e e e e 185

How To Use Beta to Select @ STOCK .....ccooiiiiieiccceeeeeeeeeee e 188

The Advantages of Dollar-Cost AVEraging .........cc.ueeeiiieariiiiieeiee e e ettt e e e e e e seee e e e e e e e eneeeeeas 189

Constant-Ratio Plans...........cooiiiiiii 190

StOCK ValUALioN ..o 190

Common StOCK Valuation .........coeeiiiiceeeeee 190

The Importance of Stock Volume NUMDErS...........coooviiiiiiiiii 192

Buying a Stock on Margin (Credit) .........ooi e a e 193

INitial PUDIIC Off@riNgS ......ceiiieeiieie ettt e e e e e e et e e e e e e e e e annnbraeeeaaeeeaanns 193

ST g o]y (] g Lo JE= TS| (oo PR 194

TIMING the MarKet.......ccooiiiiiii 194

Different StoCK Strat@gies ........ouueieiiiie e e e e e e e 196

TNV 1 o L= YT o) ] [T T PRIt 196

DIversified INVESTING .......oiiiiiii ettt e e e e s et e e e e e e e e s s anbeaeeeaaaeeaanns 197

Tax Implications of Stock Market Investments.............covvviiiii 198

CONCIUSION ... 199

Websites for STOCK SCrEe@NING .........ii et e e e e e e e e e e e e nnneeees 199
REVIEW QUESHIONS ...ttt e e e e ettt e e e e e e s n st et e e e e e e e aannbbbeeeeaaeesaannnneeaaaaeas 200
REVIEW ANSWETS ...ttt e ettt oottt e oo e e et ettt e e e e e e eateaa e e e e eeeeeassnn e eaeeeeenannn e aeaaaeeennnnnnnn 202

Chapter 14 — Fixed-INCOMe SeCUNItIieS.........cccevviiiiiiiiiiiiiiiie s eeesee s s e s s s s s s e s s s s s s e s s s s e e e s e e e s s e e s e sensssssssssenes 205
Learning ODJECHVES .....coiieiiiiiie ettt e e e e e e ettt et e e e e e s e nbeeeeeaae e e s e nnsaeeeeeaaeeeaannnneeeaaaeas 205

v



Table of Contents

INEFOAUCTION .. 205
BONAS .. 205
Terms and Features of BONAS.........oouiiiiii e e e 205
BN o1 o] = To Vo PRSP 206
ST =T or (g To =] o o - PRSPPI 207
Determining Interest Rate RiSK ......coooiiiiii 208
Reading @ Bond QUOLALION. ..........ueiiiiiee et e et e e e e e e e e e e e e e aaee 209
BoNd Trading ONlINE........cooei ittt e e e e e ettt e e e e e e e s s maeseeeeaaaeesaanbreneeaaaeeaaanns 210
Calculating Yield (Effective Rate of Return) on a Bond..............oooiiiiiiiiii e, 210
Preferr@d STOCK ...ttt e e ettt e e e e e e e et e e e e e e e e e e e nbraneeaaeeeaanes 212
Other Fixed Income Securities — Short-Term “Parking LOts” ..........ccuvuiiiiiiiiiiieieee e 214
(07013 T 111 (o] o HU PP 215
WeEDSItES FOr INVESHING ...ttt e e e e e e e e e e e e e e e nneeeeas 215
REVIEW QUESHIONS ...ttt e e e ettt e e e e e e s n ettt e e e e e e e s e nnbbbeeeaaaeesaannnnneaaaaeas 216
REVIEW ANSWES ...eiiiiiiiiiiii ettt 219
Chapter 15 — Investing in Tangibles: Real Estate and Other Real Assets .............cccoeviveeeiicccccennnn, 223
Learning ODJECHVES .....coiiiiiiiiie ettt e ettt e e e e e e ettt e e e e e e e e e nbe e e eeaae e e e e nneaeaeeeaaeesaaannaneneaaaaas 223
INEFOAUCTION .. 223
REAIESIAtE ....coeiiiiiiiiiiiiiii 223
Investing in Real Estate in an 1.D.E.A.L. Situation ... 223
Disadvantages of Real EState. ... 224
How to Enhance the Value of Real Estate.............oooiiiiiiiiiiiii e 224
Types of Real Estate INVESIMENTS...........ooiiiiiii e 224
Determining Cash Flow for Real Estate. ... 225
Indirect Real Estate INVESIMENTS. ........uuiiiiiiiiiiiiiiiiii bbb eeeeeeeeeeenee 228
Real Estate Investment Trusts (REITS)........uuuiiiiiiiiiiiiie e e e e 228
Mortgage-Backed INVESIMENTS ... 229
Should You Use Leverage When Investing in Real Estate?............cccveiiiiiiiiiiiiiiee e 230
Investing in Precious MEtals............oooo i 230
REVIEW QUESHIONS ...ttt ettt e e e e ettt e e e e e e s st e et e e e e e e e e e nnbbbeeeeaaeesaannnneeaaaaeas 232
REVIEW ANSWETS ...ttt 233
Chapter 16 — Funds and Diversification ..............cooe i iciccccccci s 235
Learning ODJECHVES .....coiiiiiiiiie ettt e e e e e e ettt et e e e e e s e nbeeeeeaaeeeaannsaeeeeeaaeesaaannnneeaaaaeas 235
INEFOAUCTION .. 235
Mutual FUuNd INVESTING .....ccoiiiiiiiiiiii 235
Attributes Of MULUGI FUNAS .........eeiiiie ettt e e e e e e e e e e e e anns 235
Net Asset Value (NAV) Determination.............cooii oot e e e 236
Making Money with @ Mutual FUNG.........coooi s 236
Total Return on the Mutual FUNG...........coooiiii 236
Mutual FuNAS @nd EXPENSES. ... ..ottt e e e e e e e et a e e e e e e e eenea e aaas 237
Kinds of MUTUAI FUNGS .....coiiiieeecie ettt e e e e e s st e e e e e e s an st e eeeeeaeeeaanns 237
Different Investment Programs with Mutual FUNdS ... 238
BONd INCOME FUNAS ... 239
Guidelines for Investing in @ Bond FUNd.............ooiiiiiii e 239
Tax-Exempt Municipal Bond FUNGS...........oee e 239
Uit VeSOt TrUSES .. 240
Choosing @ MULUAI FUNQ ...t e e e e e e e e e e e e e e e e nneneeeaaaens 240
Performance BenChMarking............couii oot e e e e s e e e e e e s aneeeeeeeaaaeeaanns 241
Mutual Fund Peer Group RanKINGS .........oiueiiiiiiie ettt e et e e e e e e e s eneeeeeeeaaeeeaannes 241
Risk-Reducing Strategies for Investing in Mutual FuNdS............cccveiiiiiiiiiiiee e 242

[ o] = 1 O T ANV = To 4 o PR PUPPRRRRR 242
INVESHING IN INAEX FUNGS .....uiiiiiiiiiiiiie bbbttt s e e bbb bbeeeenenee 244
EXchange Traded FUNGAS. .. ..o 244
MONEY MarKEt FUNGS ... 244
R g e 245
DiIversification 1S the KeY..... ... et e e e e e e s ee e e e e e e aanes 245



Table of Contents

Beta and Risk and Asset AllOCatiON............ouu i 246
(070] o T[] o] o KU PSRRIt 246
LA L= o] (=Y TP PP PRRPPIPP 246
REVIEW QUESTIONS ...t e e e e e e e e ettt e e e e e e e eea e e e e e aeeeeeesanaas 248
REVIEW ANSWETS .. .oeei it e et e e et e e e et e e e e e et eeeata e e s atan e e stan e eeatanaaesssanaaensnnnns 249
Chapter 17 — Retirement Planning............cccmiiiiiiiesris s s e 251
Learning ODJECHVES .....coiiiiiiiiii ettt ettt e e e e e e ettt e e e e e e e e e nbeeeeeaaeeeaannsaeeeeaaaeeeaaannnneeeaaaeas 251
T (e T[0T i o] o ISP 251
Retirement Planning...........oooiii 251
REtiremMENt CheCKIIST. .. ..o 251
Estimating Retirement NEEAS ... 252
Online Retirement PIANNING ... ...t et e e e e e e e nneeeeeeaa e s 254
=T TS o) o =T T U 254
Company and Individual Retirement PIans............ooooo i 255
Managing for REtIEMENT ... et e et e e e e e e e e e e e e e e e aanes 257
Traditional Individual Retirement ACCOUNt (IRA) .......eiiiii i 258
RO TR A ettt e e oo oo oot e et e e e e e e e e e atbe et e e e e e ee s e e nbbeeeeaaaeeaaannrrnneaaaeaeaaann 258
PUtting the TRA 10 W OrK ... e 258
KOG PlaNS ... 259
Contribution Limits to Various Retirement ACCOUNES ............eiiiiiiiiiiiiiiiiicie e 259
REVEISE MOMGaGES ... 260
=T TS o) o =1 T PP 261
Investing in Target Date Funds for Retirement..............oooiiiiiii e 262

N 0 10 L= PSP 263
Other Options for Risk-Averse Retir€eS ..........ccovviiiiiiiii 265
CONCIUSION .. 266
LAV =Y o151 L= O EPPTT 266
REVIEW QUESHIONS ...ttt e e e e ettt e e e e e e s aeee e e e e e e e e s e nnbbeteeeaaeesaannnneeaaaaeas 267
REVIEW ANSWETS ...ttt e ettt ettt e oo e e et ettt o e e e eeeeattaa e e e eaeeeeasann e aaeeeennsnn e aeaaaeeennnnnnnn 268
Chapter 18 — Estate Planning..........cccccoiiiiimmminiiiisssnie s ssss s e s snsas 269
Learning ODJECHVES .....coiieiiiiiie ettt e e e e e e ettt et e e e e e s e nbeeeeeaae e e s e nnsaeeeeeaaeeeaannnneeeaaaeas 269
T oTo 0T o] o ISP 269
L =L L= = L TP 269
Estate Planning CheckIiSt......... ..o a e 269
= 1 g Lo [R5 (o o2 QPRSPPI 270
L TSR PPURRR 272
Elements OF @ WIill. ..o 272

[N E=Tga T g e JR= W TN =T o L= o T RT PP PUPPRRRRR 273
NaMING AN EXECULOT ... 273
Preparing @ Will ... 273
UPAAING @ Wil ... 273
Where 10 Keep YOUr Wil ettt e e e e e e e et e e e e e e eeeeennns 273
A LIVING Wil ettt oo ettt et e e e e e e e at b et et e e e e e e e nnbbbeeeeaaeeeaanneeneeeaaeeaaannn 274
VTN T U S e 274
EState Taxation ... oot e et e e e e e nnaa s 274
Estate Planning Tam ... 275
REVIEW QUESHIONS ...ttt ettt e e e ettt e e e e e e e s an b e eeeeaaeeeaannbbbeeeeaaeesaannnnneeaaaaeas 276
REVIEW ANSWETS ...ttt e ettt ettt e oo e e et ettt o e e e eeeeattaa e e e eaeeeeasann e aaeeeennsnn e aeaaaeeennnnnnnn 277
L€ o =TT 1 279
Appendix — Valuation TabIes ... s r s s e e 309
L T =N 315

vi





