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How to start Investing?

« Savings Account

« Traditional IRA
e 401k Plan
« 403b Plan
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Percentage of U.S. Adults Invested in the Stock Market

Do you, personally, or jointly with a spouse, have any money invested in the stock market right now --
either in an individual stock, a stock mutual fund or in a self-directed 401(k) or IRA?
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Selected trends closest to April for each year, from Gallup's annual Economy and Personal Finance survey
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“The Champions of the 401(k) Lament the Revolution They Started”

- WSJ January 2, 2017

The Trouble with Retirement Planning

Nearly half of U.S. households didnt have a retirement savings
account in 2013. Among households with accounts, far more had
401(k) plans than defined-benefit pensions.

Head of Percentage that owns
household a retirement account Median retirement savings

BAll households

Age 25-34 g si3500  #Households that

own any kind of

$3,000 retirement account
s EXE ] $42,700

$6,000
5« MEET ] _ $87,000
$14,500
st HIEET | [ — 5104000
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B o 50.000

And this is why this

conversation is so
Percentage of private-sector workers participating

in an employment-based retirement plan, by plan type |mporta nt!
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401(k) only
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One Conclusion: Teaching “this” subject

(financial literacy) is more important today
than at any point in history!
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HOW THE AVERAGE AMERICAN HOUSEHOLD SPENDS ITS MONEY

Housing
Transportaton YY)

UnderStanding how we Spend Personalinsurance/pen:i:: —
our money — where that h
earned pa

Healthcare
Entertainment
Apparel and services
Cash Contributions
Education

Miscellaneous

Personal care

) Percentage of average annual Percentage of average
Alcoholic Beverages household expenses that go toward annual household expenses
housing, transportation, and food. that go elsewhere.

Tobacco/smoking supplies

Reading

$15K $20K

SOURCE: Bureau of Labor Statistics BUSI NESS l NSIDER
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The Importance of Staying Invested
ENDING WEALTH VALUES AFTER A MARKET DECLINE

$172,425

$112,340
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What is a Roth IRA: Things to know

1.
2.
3.
4.

Named for Delaware Senator William Roth

Established in 1997

Represent only 9% of total IRA assets

An individual retirement plan made with “after tax dollars” (this is important and different from

traditionalo e And why are we askin
i. Question to a 17 or 18-year old student: y 9

In 2017, an individual may make an annual contribution of up to $5,500 to a Roth IRA.

Required minimum distributions don't apply

Can pass on assets to heirs upon death.

At any time you may withdraw “contributions” both tax and penalty free -

i. A conversation to have when talking about

9. Anyone who has taxable income can contribute to a Roth IRA, as long as certain requirements are
met.

i. Must have eligible income to contribute

0 N O G
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Classroom Tool
Retireme

A helpf

CALCULATE VIEW REPORT

Roth 401(k) vs. Traditional 401(k)?

Age and retirement plan information:
Press spacebar to hide inputs

Current age: |1

Total contributions: $141,000

Invest traditional tax-savings: ] Vst any tax-savings generated by traditional
contributions

Maximize contributions O Increase future contributions to the maximum allowed

Investment return and taxes:
Press spacebar to hide inputs

Expected rate of retum: |79
Current tax rate. |10%
Retirement tax rate: |159%

After Tax Total At Retirement
press spacebar to hide graph

@ Roth 401(k)
. A‘l . Trad. 401(k) + Tax Savings

Afur Tax Comparison
press spacebar to show graph
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Let's talk about the

ROUNIRA

Nine compelling reasons to consider a ROTH IRA

®

Nine compelling

reasons to consider

a ROTH IRA

D No age limit for

No minimum
required
distributions

Tax-free
Money for
EES

Limit impact of Hedge
Contributions, if @ new Medicare against future
You're working surfax tax hikes
. If you are
Tax flexibility young, your

Use Contributions
Any time

In retirement

| Al

income is likely
to rise




Let’s talk about the
INVESTING ROR NIRA

. Money may grow tax free; withdrawals are tax free, too.

. There are no minimum required distributions.

. Leave tax-free money to heirs.

. Tax flexibility in retirement.

. Help reduce or even avoid the Medicare surtax.

. Hedge against future tax hikes.

. Use your contributions at any time.

. If you're older, you can continue to contribute as long as you work.
. If you're young, your income is likely to rise.
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INVESTING RothIRA

Hypothetical 9% Annual Rate of Return

=—Start at 25, save $2,500/year
-Start at 35, save $2,500/year

=Start at 40, save $5,000/year

$373,938

$233,310
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Classroom Tool - A helpful Compound Your estimated total is $88,342 after 52 yeers.

Interest Calculator: S =
Press spacebar to hide inputs

And remember, with a Roth IRA, the initial Staring amount: [51,000 | R S S ... SO

contribution is made “after-tax” so the mone
at the time of retirement is ALL O
reducing uncertai PR | e mont ]

Interest: | compound annually

Balance by Year
press spacebar to hide graph

1 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52
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Classroom Tool - A helpful Compound

CALCULATE § VIEW REPORT }§

Your estimated total is $210,407 after 52 years.

Interest Calculator: Savings inmuts yar
. . Press spacebar to hide inputs

And remember, with a Roth IRA, the initial Stating amount: 1,000 | B e S 310K
contribution is made “after-tax” so the money Yeastosme: [s2 |Drn BB 100
. : : Rate of retum: | g9 0% s -

at the time of retirement is ALL yours Aditonslconttations: [s10 |- B sk Sk
(i.e. reducing uncertainty). Froquency: | per mont ]
Interest: | compound annually ﬂ

Balance by Year
press spacebar to hide graph

Initial Contribution:

Thousands of Dollars

$210,407

1 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52

A great example of a "little bit” turning into “A LOT"!
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CALCULATE VIEW REPORT |}

Your estimated total is $1,101,459 after 52 years.

Classroom Tool - A helpful Compound

Interest Calculator:
Press spacebar to hide inputs

And remember, with a Roth IRA, the initial Stating amount: [s1,000 | R S 1K 10

Contrlbutlon |S made nafter_taxn SO the money at Yearstosave:@q ................ S B
: . . Rate ofretum: [g0, | T 8% e B 12

the time of retirement is ALL yours

(i.e. reducing uncertaint

Addtional contibutions: [sg3 | e S s S0

Frequency: | per month vl

Interest: | compound annually ﬂ

Balance by Year
press spacebar to hide graph

Thousands of Dollars

1 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52
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Classroom Assignment: Get your phones out!

Have students create a list of questions they have about how to start a Roth IRA,
what it is, etc. and then pick 3 volunteers, put a phone on speaker, and ask the
prepared questions.

Vanguard:

Charles Schwab:

THERE ARE MANY OTHER OPTIONS: Financial Advisors, Banks, Friends, Family.
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Remember: Our choices have consequences? And there is an “opportunity cost” to
those choices. Which Path will your students Choose?

Purchased _ Regaularly Makes Strong Credit Student Loans Has Career &

Accepts Part- Accepts First Extra Student Score Great on - | : Ry
Used C ; Fully Paid Off! Lifestyle Flexibility
Time Job sed Lar Full Time Job Loan Payments Mortgage

GRADUATION 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

UN-EMPLOYED Defers Payment [':A‘leipts Fjrst’[) Excessive House S Ve Ho%selr;ﬁnl\ga_rket Living Paycheck to
on Student Loans Y Purchase Mone Underwater Paycheck
Ignores 410(Kk) y

Mortgage




INVESTING

Example: The “Opportunity Cost” of our choices

A blue truck is being sold for $15,000? BUT, what will you pay?

10%

$319.00

$19,122.00

0% $250.00 $15,000.00

3% $270.00 $16,170.00 $1,170.00
5% $283.00 $16,985.00 $1,985.00
7% $297.00 $17,821.00 $2,821.00

$4,122.00

Chart from The Missing Semester (Natali, Kabala) www.themissingsemester.com

A good credit score is as
good as a raise!
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Two Conclusions

1. Age is an opportunity — powerful enough to transform
the lives of a generation.

2. The Cardinal Rule: Let your Savings dictate your
spending, not the opposite.

A



Thank you




