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Webinar Objectives 
• Discuss advantages of investing 

• Discuss key principles of investing 

• Discuss low-minimum investment products 

• Discuss ways to “find” money to invest 

• Discuss prudent investment strategies 

• Discuss investor education resources 



“Street Cred” 

Published in 1999; still available online: 
http://www.amazon.com/Investing-Shoestring-Barbara-ONeill/dp/0793130166/
ref=sr_1_2?s=books&ie=UTF8&qid=1418256204&sr=1-2&keywords=Investing
+On+a+Shoestring  



Why People Invest 
• To achieve financial goals, e.g., purchase of a car, down 
payment on a home, education 

• To increase current income 

• To accumulate wealth  

• To increase financial security 

• To have funds available during retirement 



Investing Coat of Arms 
• TR- Places where I invest money… 

• TL- Obstacles to investing money… 

• Most important investment goal… 

• BR- How I learned to invest… 

• BL- Where I get investment information... 



Video: The Pros and Cons of 
Saving and Investing  

 
http://www.youtube.com/watch?
v=2DBdWeTxXeU&feature=related  (ING Tutorial) 
 
 
Another good resource: Investopedia videos: 
https://www.youtube.com/user/investopediacom  



Invest for Long-Term Goals 
  

 
 

 
 

http://njaes.rutgers.edu/money/pdfs/goalsettingworksheet.pdf  
 

Source: Garman/Forgue, PERSONAL FINANCE, Fifth Edition 



Time + Money = “Magic”  

This illustration assumes an 8% average annual return 



1
4

The Power of Investing Early 
This example illustrates the importance of making investments early. Tom began 
investing $2,000 per-year when he was a 25-year-old. Mike didn’t start investing until 
he was 40. Although Mike’s yearly contribution has been twice of Tom’s over the years 
when they both invested, Mike’s savings at the age of 60 is only 60% of Tom’s 

($) 

This is for illustration purposes only and is not illustrative of any particular 
investment. We assume 7% annual return for both examples.  

Tom has created more 
wealth than Mike even 
though he has put 
aside half of Mike’s 
savings in total. Tom began 

investing $2,000 
per year at age 25 

Mike began 
investing $4,000 
per year at age 
40 



Invest for 
46  

years Invest for 
just 10  
years! 

Invest for 
36  

years 

$2,000 per year 
Age 20 to 66 

$2,000 per year 
Age 20 to 30 

$2,000  per year 
Age 30 to 66 

$975,000 

$440,000 

$540,000 

All examples assume an 8% average annual rate of return. 

Compound Interest 
is NOT Retroactive! 



Invest for 
46  

years 

Invest for   
26 years Invest for  

16 years 

$2,000 per year 
Age 20 to 66 

$2,000 per year 
Age 40 to 66 

$2,000 per year 
Age 50 to 66 

$975,000 

$73,000 

$188,000 

All examples assume an 8% average annual rate of return. 

You’ll Have Less the 
Longer You Wait! 



Investment Risk Pyramid 



What is Your Risk Tolerance?  
 Take the Rutgers Cooperative Extension Investment Risk 
Tolerance Quiz: http://njaes.rutgers.edu/money/riskquiz/  



Investment Characteristics  

Source: Focus on Personal Finance (2012), Kapoor et al. 



Investment Deposits Add Up  
If you invest $1,000 per year ($19.20 per week) 



$19.20 Per Week Equals 
• ≈ 1/3 pack of cigarettes (at $8 each) per day 

• ≈ 1 latte each work day (at $4 each) 

• 1.9 hours of work at $10 per hour 

• 2.4 lunches (at $8 each) 

• Other? 



You Can Invest on a 
Shoestring! 
Some investments require as little as $25 or $50 once 
you open an account 

Retirement Confidence Surveys (1996-2014): many 
non-savers and savers surveyed said it was possible 
to save $20 (or $20 more) weekly: 

http://www.ebri.org/surveys/rcs/  



Here’s What $20 a Week 
Adds Up To: 

5% Return: 

20 Years: $36,100 

30 Years: $72,600 

40 Years: $131,900 
 

10% Return: 

20 Years: $65,500 

30 Years: $188,200 

40 Years: $506,300 



If You’re Already Investing, 
“Kick It Up a Notch” 

• Most painless times to do: 
– When you receive a raise 
– When a household expense ends 

• Adjust tax withholding (form W-4) accordingly if investing in 
a tax-deferred plan 

• Contributing just 1% more of pay can = tens of thousands of 
dollars 



The 1% More Difference: 
Age 35 

•  $40,000 annual income 

•  Invest 1% more of salary 
per year 

•  Will have $74,240 more at 
age 65 

Age 45 

•  $50,000 annual income 

•  Invest 1% more of salary per 
year 

•  Will have $33,003 more at 
age 65 



Assumptions and 
Implications 

• Younger and higher-salaried workers stand to 
accumulate the most  

• Examples assume 8% average annual return and 
4% average annual pay increases 

• Source: 401(k) Booster Calculator by Advantage 
Publications (800-323-6809) 

http://www.advantagepublications.com/  



The 1% More  
Savings Calculator 

http://www.nytimes.com/interactive/2010/03/24/your-
money/one-pct-more-calculator.html?_r=0  



Finding Money to Invest 
• Pay off credit card debt (Accelerate with PowerPay: www.powerpay.org)  

• Overtime pay/part time job 

• Barter savings/garage sales 

• “Meet yourself halfway” by halving costly habits      
(http://njaes.rutgers.edu/sshw/workbook/10_Meet_Yourself_Halfway.pdf)  

• Invest all/part of “extra” paychecks 

• Change your tax withholding on W-4 form  

• Tax refund or other windfall 

• Other ideas? 



Start Investing at Work with a 
Tax-Deferred Employer 

Retirement Plan 
• Can invest small dollar amounts (e.g., 1% of pay) 

• Federal income tax write-off for amount of plan contribution  

• Tax-deferred growth of principal (contributions) and investment 
earnings 

• Automatic deposits from paycheck 



Another Advantage 
(Sometimes): Free Money 

• Employer matching = “Free Money” 
– Almost 80% of 401(k) plans 

– About 30% of 403(b) plans 

– Some TSP matching from federal agencies but not for military: 
https://www.tsp.gov/lifeevents/entering/enteringGovService.shtml  

• Often 25 cents, 50 cents, or $1 per $1 saved by 
employee, up to a cap (e.g., 4% or 6% of pay) 

• Workers can’t get free money unless they 
themselves save 



Types of Tax-Deferred 
Employer Retirement Plans 

• 401(k)s- Corporate employees 

• 403(b)s- School, university, hospital, and non-profit 
organization employees 

• Section 457 Plans- State, county, and municipal government 
employees 

• Thrift Savings Plan (TSP)- federal government employees 
and service members 



Drawbacks of Employer 
Retirement Savings Plans 

• Employer plan may have limited menu of investment 
options 

– Work-around: Balance out gaps with taxable accounts 

• Workers may have to wait to participate 

– Work-around: Save somewhere else (e.g., credit union) to 
get used to payroll deduction 

• High administrative costs (NOT a problem with the TSP!) 

– Work-around: Lobby employer for low-cost options 



Simplified Employee Pension 
(SEP or SEP-IRA) 

• Simplest retirement plan for self-employed persons 

• Plan by small business owner for self and employees (all workers 
must be treated the same) 

• Sole proprietor: Can contribute up to 20% of net earnings from self-
employment: 
http://www.401kirarollover.com/Simplified-Employee-Pension-SEP-
IRA.html  

• Can make annual contributions up to $53,000 (2015) 

• Contributions are tax-deductible 

• Same withdrawal and penalty rules as IRAs 



Small Dollar Deposits: 
Individual Retirement Accounts 
• Maximum 2015 contribution is $5,500 ($6,500 age 50+) 

• Can make smaller deposits based on minimum 
deposit amount set by IRA custodian  

• Can invest in IRA “holiday club style” 
• Tax deductibility determined by access to a qualified 
retirement plan and AGI 

• Roth vs. Traditional IRA? Or both? Check calculators 
like 
http://www.bankrate.com/calculators/retirement/roth-
traditional-ira-calculator.aspx  



Buying Stocks On A 
Shoestring 

• No longer need five-figure sums and a broker 

• Low-cost purchase options include: 

– Investment clubs 

– DRIPs (need to be a shareholder first) 

– DPPs (allow purchase of first share) 

– Online investing (some firms require only $1,000) 



Be Sure to Diversify Stocks 
Among Industry Sectors 

• Building/forestry 

• Financial services 

• Consumer growth (e.g., soft 
drinks) 

• Consumer staples (e.g., 
food) 

• Consumer cyclicals (e.g., 
cars) 

• Technology 

• Capital goods (e.g., 
machinery) 

• Energy (e.g., oil) 

• Materials (e.g., paper) 

• Transportation 

• Utilities 

• Conglomerates 



Fixed-Income Investments 
On A Shoestring 

• All Treasury securities now have $100 minimums: 

– https://www.treasurydirect.gov/indiv/products/
prod_tbills_glance.htm  

– https://www.treasurydirect.gov/indiv/products/
prod_tnotes_glance.htm  

– https://www.treasurydirect.gov/indiv/products/
prod_tbonds_glance.htm  

• Periodic auctions determine interest rate paid 

• Interest is exempt from state income tax 

• Download tender form from 
http://www.treasurydirect.gov/tdhome.htm  



Other Low Deposit Fixed-
Income Investments 

• Corporate bonds 

• Zero-coupon bonds (buy at a discount) 

• “Mini-bonds” (low minimum municipal bonds) 

• EE U.S. savings bonds 

• I-bonds (inflation-adjusted) 



Mutual Funds On A 
Shoestring 

• Professionally managed diversified portfolio  

• Portfolio securities reflect fund objective 

• Initial and subsequent investment amounts vary 

• If fund requires > $1,000, there may be 3 exceptions: 
1.  IRAs and other retirement plans 

2.  Minor’s accounts (UGMA/UTMA) 

3.  Automatic investment plans 



“All in One” Mutual Funds 
• Include > one asset class in varying proportions 

• Provides broad diversification at low cost 

• Types of funds: 

– Balanced (60% stocks and 40% bonds) 

– Asset allocation (stocks, bonds, and cash in varying 
percentages according to fund objective) 

– Funds of Funds (mutual funds that contain funds) 

– Target Date Funds (portfolio becomes more conservative 
as date approaches) 



Sample $1,000 “Shoestring” 
Fund Portfolio 

10% cash, 30% bonds, 60% stock (large 
and small company) asset allocation 

– $100- money market fund 

– $300- bond mutual fund 

– $300- large company stock fund 

– $300- small company stock fund 



Another “Shoestring” Practice: 
Dollar-Cost Averaging  

Total Number of Shares Purchased: 31.15 shares and 
Average Share Cost: $25.68/share ($800 ÷ 31.15) 



To Invest, People Need... 
• Role models and true stories to learn from 

– “ Closet Millionaire teacher story” 

– Family and friends 

– Case study newspaper articles 

– Other “real life” examples 

• To believe in the future 

• Strategies to “find” money to invest 



1. Collect Coins 
• Put loose change in a jar 
• “Kick it up a notch”: $1 a day plus change 
• Use see-through containers for motivation 
• Provides “seed money” to invest 



2. Anticipate Extra Paychecks 
• Paid weekly: 4 months with 5 paydays 

• Paid weekly: 2 months with 3 paydays 

• Mark paydays on calendar 

• Use “extra” money to: 

– Reduce debt 

– Invest 



3. Automated Investment  
Opportunities 
• Tax-deferred employer retirement plans 
• Mutual fund AIPs (automatic investment plans) 
• Direct stock purchase plans 
• Treasury Direct plan for U.S. Savings bonds 
• Credit union direct deposit 
• Holiday clubs 
• Other? 



4. Continue Paying a Loan or 
Bill: To Yourself 

• Continue making monthly payments- to savings- after a loan 
or expense ends 

• Car loan 

• Mortgage 

• Child care 

• Does not affect lifestyle 

• Don’t feel “deprived” 



5. Accelerate Debt Repayment 
• Always pay more than minimum payments 

– Credit Card Smarts example: 

– $5,000 balance, 18% APR 

• 3% of balance: 16 years in debt and $4,567 interest 

• 4% of balance: 11 years in debt and $2,808 interest 

• 6% of balance: 7 years in debt and $1,592 interest 

• Get PowerPay analysis from www.powerpay.org 

• Reposition payments to investments  



6. Track and Slash Expenses 
•  Write down everything you/family spend 

•  Get monthly total for all categories 

•  Study numbers and identify “leaks” 

•  Reposition payments to investments  

 



7. Fund IRAs on Investment 
“Installment Plan” 

• Don’t need to save contribution all at once 
• Simply need to meet minimum of IRA custodian 

• Can fund with- or like- a “holiday club” 
– 50 weeks x $10 = $    500 

– 50 weeks x $20 = $ 1,000 

– 50 weeks x $40 = $ 2,000 

– 50 weeks x $60 = $ 3,000 

– 50 weeks X $80 = $4,000 

– 50 weeks x $100 = $5,000 



8. Take Advantage of “Free 
Money” 

• Employer 401(k) or 403(b) match 

• IDA program match 

• Retirement Savers tax credit for LMI household investors 

– Maximum income levels of $30,500 for singles and $61,000 
for married filing jointly (2015) 

– Tax credit of 50%, 20%, and 10% depending on income 

– 50% credit means half of your deposit is paid by 
government! 



9. Reinvest Lump Sums 
• EBRI Study: Even small payouts add up! 

• $5,000 distribution at ages 25, 35, 45, 55 

• 8% return 

• Almost $200,000 at 65 if all 4 distributions are rolled 
over into tax-deferred accounts 

• If age 25 lump sum is cashed out, only $84k 

• Research shows small sums more likely to be cashed out 
and spent 



10. Reinvest Cash Distributions 

• Dividends and capital gains on 

– Mutual funds 

– Stock purchases 

• Check appropriate box on application form 

• Painless way to “grow your money” 



The Wisdom of Automatic 
Reinvestment  

Source: 
Personal 
Finance, 
Garman & 
Forgue 



11. Bank Windfalls (a.k.a., 
“Found Money”) 

• Retroactive pay 
• Gambling proceeds 
• Tax rebates 
• Gifts and inheritances 
• Insurance dividends 
• Other? 
Check www.missingmoney.com for state unclaimed property 



Time-Tested Investment 
Guidelines 

1.  Stay mostly in stocks until at least middle age 

2.  Diversify, diversify, diversify 

3.  Choose index funds as your investment “core” 

4.  “Buy and hold” until you’re ready to retire 



1. Stay Mostly with Stocks: Long-
Term Trends Iron Out Volatility 



2. Diversify, Diversify, Diversify 

Don’t “put all of your eggs in one basket” 
Three ways to diversify 

Over a period of time (time diversification) 

Different types of investments (i.e., asset classes) 

Different investments within each asset classes 



 
Asset Allocation 

• The process of spreading your assets among several 
different types of investments called asset classes (% 
weightings in each) 

• Ratio of stocks, bonds, cash assets, other securities 
– Conservative, Moderate, Aggressive portfolios with different asset weights  
– Conservative portfolio = less stock 

• Important determinant of overall investment success 
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“Hot” Asset Classes 
Vary From Year to Year 



3. Choose Index Funds as Your 
Investment “Core”: Index Funds 

are Like Generic Drugs 
Problems with actively 
managed funds: 

•  Charge high expense 
ratios that reduce 
investment returns 

•  High turnover increases 
fund expenses 

•  Percentage of assets in 
cash = money that’s not 
making money 



4. “Buy and Hold” Until You’re 
Ready to Retire 

 
• Don’t try to “time the market” or sell in a downturn 

• Avoid borrowing from retirement plan because your 
money isn’t working for you 

• Don’t cash out of retirement account if you leave a 
job: your $ isn’t working for you and you’ll pay 
taxes and penalties 



Some of the Best Trading Days 
Follow the Worst… 

…However, You Never Know When 
the Best Days are Going to Happen 

The Investment Cost of Missing the Best Days 
1992-2002

-2
0
2
4
6
8

10
12
14

Stayed put  Missed 10
best days

Missed 20
best days

Missed 30
best days

Missed 40
best days

Series1



 
 

Have Rational Investment 
Expectations 

 
 
 



Avoid These Common 
Investment Errors 

• Beginning the journey without knowing the destination 

• Investing without understanding 

• Failure to adjust to changing market conditions 

• Failure to recognize the effects of costs 

• Failure to recognize effects of taxes 

• Investing only in U.S. markets 



Common Investing Mistake #1 
Beginning the “journey” without knowing the destination (i.e., 
lack of specific investment goals with a dollar cost and target 
date) 



Solution:  Set Clear 
Investment Objectives 

• “Begin with the end in mind” (date and dollar cost) 

• Define and prioritize investment objectives 

• Define investment risk tolerance 

• Develop an action plan 

• Start making “shoestring” investments 

• Regularly add deposits to “shoestring” investments 

• Track your progress  



Financial Goal-Setting 
Worksheet 

http://njaes.rutgers.edu/money/pdfs/goalsettingworksheet.pdf  
  
1 
  
Goals 

  
2 
Approximate 
Amount 
Needed  

  
3 
Month & Year 
Needed 

  
4 
Number of 
Months to Save 

  
5 
Date to 
Start Saving 

  
6 
Monthly Amount 
to Save (2-4) 
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Common Investing Mistake # 2 
Investing without understanding…. 

• Basic investment concepts (e.g., diversification, asset allocation, 
dollar-cost averaging, risk-reward trade-off, compound interest 
and the time value of money) 

• History of investment performance 

• Characteristics of specific investment products 

• Types of investment risk 

• Personal risk tolerance level 



Solution: Spend Your Time 
Before You Spend Your Money 

Successful investing requires “doing your homework!” 

• Learning new investment information 

• Learning the process of investing 

• Reading prospectuses and annual reports 

• Asking questions (e.g., by telephone or in person) 



Common Mistake #3: 
Failure to Adjust to Changing 

Market Conditions  
• Long-term company/industry profitability trends 

• Supply and demand (products and currencies) 

• New products and services 

• Economic environment 

• Changes in government policies and tax laws 

• Other changes? 

 



Solution:  Monitor Your 
Investments Regularly 

• Do a net worth calculation annually 

• Review investment performance quarterly 

• Keep monthly/quarterly statements until you receive annual 
statements 

• Rebalance portfolio periodically 

• Annual review with a financial advisor 



Net Worth Calculation 
Worksheet 

http://njaes.rutgers.edu/money/pdfs/networthcalcworksheet.pdf  



Common Mistake # 4: 
  Failure to Recognize the 

Effects of Costs 
Mutual fund expense ratios vary widely: 

• Stock funds -- 0.2 to 2% (1.3%-1.5% average) 
http://www.investopedia.com/university/mutualfunds/mutualfunds2.asp 

• $50,000 in an average stock mutual fund with a 1.5% 
expense ratio: $50,000 x .015= $750 (annual expenses) 

• $50,000 in an index mutual fund with a 0.20% expense ratio: 
$50,000 x .0020= $100 (annual expenses) 

• Over time, the difference is magnified 
 

 



Solution: Crack Down on 
Investment Costs 

• The choice is yours… 

– Pay expenses of 0.2% or 2% 

• Look for low-expense investment companies (e.g., T.Rowe 
Price, Vanguard, TIAA-CREF) 

• Look for low-expense investment products (e.g., index funds, 
exchange-traded funds, TSP for federal employees and 
service members) 

• Avoid mutual funds with 12(b)(1) fees 

• Avoid overactive trading habits 

 



Common Mistake #5:  Failure 
to Recognize the  Effects of 

Income Taxes 
• “It’s not what you make, but what you keep” 

– Know your federal marginal tax bracket 

– Invest tax-free and/or tax-deferred  

• Generally, choose stocks for taxable accounts; bonds for tax-
deferred accounts 

• Remember to take RMD withdrawals after age 70½  



Solution:  When Investing, 
Consider Income Taxes 

Take advantage of: 

– Tax-free municipal bonds (taxable accts) 

– 401(k)s, 403(b)s, 457s, TSP, Keoghs, SEPs 

– IRAs (Roth and/or traditional) 

– Long-term capital gains 

– Index funds (tax efficient) 

– Low-dividend growth stocks 



Taxable Equivalent Yield 
Formula 

%94.60694.
.28 - 1

.05  Yield Equivalent Taxable

:Example

rate tax marginalYour  - 1
yieldexempt -Tax  Yield Equivalent Taxable

===

=

Used to compare tax-exempt and taxable bonds 
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Common Mistake #6:  
Investing Only in U.S. Markets 
The U.S makes up about a third of the world’s stock 
market capitalization vs. 45% a decade ago: 
http://greenspringwealth.com/blog-article/the-us-as-a-percentage-of-the-
world-stock-market/  

 



Solution:  Include Foreign 
Securities in Your Portfolio  

• Benefits of foreign diversification: 

– A shot at superior returns 
– If the U.S. stock market cools, foreign markets may do 
better 

– Foreign securities can actually lower the risk in a portfolio 

• Low-maintenance options: 

– U.S. multinationals (e.g., Coca-Cola, McDonalds, Gillette) 
that receive > half of their revenue outside the U.S. 

– Total international index fund 

– American Depository Receipts (trade on U.S. exchanges) 



Key Take-Aways 
• You don’t need a lot of money to become an investor 

• Time is as precious an investment resource as money 

• Earn the highest possible investment return relative to 
the level of risk you’re willing to take 

• Time +  compound interest = MAGIC! 

• Diversifying investments reduces investment risk 

• There are many ways to “find” money to invest 

• “If it is to be, it is up to me” 



Key Take-Away Applications 
• Research at least 3 “shoestring” investments that match goals 

• Start or increase investment deposits starting NOW 

• Use risk tolerance scores to guide investing decisions 

• Start or increase contributions to employer tax-deferred 
retirement savings plan 

• Invest more when income increases 

• Invest regularly and dollar-cost average deposits 

• Keep good investment records 

• Follow time-tested guidelines  

• Avoid common investing errors 



Questions and Comments? 
or, 

oneill@aesop.rutgers.edu 
http://njaes.rutgers.edu/money/ 
http://twitter.com/moneytalk1   



MFLN Personal Finance Upcoming Event 
Entrepreneurship Essentials for Service 
Members & Military Spouses  

•  Date: April 14, 2015 
•  Time: 11 a.m. ET 
•  Location: 

https://learn.extension.org/events/2018 
•  For more information on MFLN-Personal Finance go 

to: http://blogs.extension.org/militaryfamilies/
category/personal-finance/ 



MFLN Personal Finance Upcoming Event 
Entrepreneurship Essentials for Service 
Members & Military Spouses  

•  Date: April 14, 2015 
•  Time: 11 a.m. ET 
•  Location: 

https://learn.extension.org/events/2018 
•  For more information on MFLN-Personal Finance go 

to: http://blogs.extension.org/militaryfamilies/
category/personal-finance/ 



Find all upcoming and recorded webinars 
covering:  

Family Development 
Military Caregiving 
Network Literacy 
Personal Finance 

http://www.extension.org/62581 


