Why Invest In Stocks?
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PRESENTATION DISCLAIMER

- The information in this presentation is for educational purposes only and is not intended to be a
recommendation to purchase or sell any of the stocks, mutual funds, or other securities that may be
referenced. The securities of companies referenced or featured in the seminar materials are for
illustrative purposes only and are not to be considered endorsed or recommended for purchase or
sale by Betterinvesting™ / National Association of Investors™. The views expressed are those of
the instructors, commentators, guests and participants, as the case may be, and do not necessarily
represent those of Betterinvesting. Investors should conduct their own review and analysis of any
company of interest before making an investment decision.

- Securities discussed may be held by the instructors in their own personal portfolios or in those of
their clients. Betterlnvesting presenters and volunteers are held to a strict code of conduct that
precludes benefitting financially from educational presentations or public activities via any
Betterlnvesting programs, events and/or educational sessions in which they participate. Any
violation is strictly prohibited and should be reported to the CEO of Betterlnvesting or the Director of
Chapter Relations.

- This presentation may contain images of websites and products or services not endorsed by
Betterinvesting. The presenter is not endorsing or promoting the use of these websites, products or
services.

- We may be recording this session for our future use.



Agenda
-Who Is Better Investing?
-What Is a stock and bond?

Investment concepts
 Discussion of stocks, bonds, mutual funds
and ETFs

-What to invest in?
-How to get started

-Summary




We’re a member driven community
- 4000+ investment clubs

- 80,000+ investors

501(c)(3) non-profit organization
-Serving individual and investment
clubs for 65 years
-Pioneer of modern investment clubs

We’re volunteer based with
v 700+ volunteer educators
» 64 chapters nationwide

Our Mission: Creating successful life long investors
www.betterinvesting.org



What is a Stock?

- A form of security that indicates the holder has a
proportionate ownership in the issuing
corporation (A slice of the company)

- Corporations issue (sell) stock to raise funds to
operate their businesses




Proportionate ownership
of a company

1 vote

| “per
OROINARY Lo
SHARE

I AGMs

Paid dlwdends after
preference shareholders

No liquidation
preference
e )

Potentially a better return on investment




Proportionate ownership
of a company

4
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voting

on

Liquidat
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rights l_SHAM

Paid dlwdends before
ordinary shareholders

You get paid prior to common shareholders.
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Basic Concepts

- Stocks are bought and sold predominantly on
stock exchanges

- New York Stock Exchange (NYSE) & NASDAQ

- Many stocks do not pay dividends, but instead
reinvest profits back into growing the company

- Historically, stocks have

Ibbotson SBBI Stocks, Bonds, Bills, and Inflation

outperformed most : 2 ro0o (1926-2017)
i

other investments $10000

Over the Iong run $1,000 Treasury Bills ‘

$100 Jﬂ”
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https://external.investopedia.com/terms/d/dividend.asp

.
Rights of A Shareholder

- You are entitled to share in your portion of the
company's profits over time

- Attend shareholder meetings
- Vote In shareholder meetings (Usually)
« By proxy or in person
- Receive dividends if and when they are distributed
- Sell your shares
- Be aware the company can
sell new shares and dilute
your ownership




Ownership

Benefits from the growth
of the company.

Profits are paid out in the
form of dividends.

Benefits from the interest
amounts paid for the loan.

Interest payments are
made in the form of

coupon payments.




Bonds

« Bonds are different from stocks

- Bondholders are creditors to the corporation,
entitled to interest and repayment of principal

- Creditors In a bankruptcy have legal priority over
other stakeholders and are made whole first

- Bonds typically have a fixed duration; they expire
on the date specified in the bond

- The return you get on a bond is typically a fixed
rate of interest established by the bond and paid
by the bond on a periodic basis



Range of Rolling Returns

Range of stock, bond and blended total returns
Annual total returns, 1950-2016
M Stocks W Bonds W 50/50

21% g 0

1% 1% 1% 2% I 1% 5%

3-yr rolling 10-yr rolling 20-yr rolling

Source: Barclays Capital, FactSet, Federal Reserve, Robert Shiller,
Stategas/Ibbotson, J.P. Morgan Asset Management.



Investing Theory and Concepts




Historical Returns of Asset Classes

Ibbotson SBBI Stocks, Bonds, Bills, and Inflation
(1926-2017)

Compound Annual Return

$100,000

Stocks
deliver the [ swowo
b est r‘et u r‘ n $1'OOO Government Bonds 5.7‘”

Treasury Bills 3.5%

on i $143

investment y
over the $10

long term. o A
$0
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Compound Interest

“Compound interest
ie the eigth wonder
of the world.

He who understandg

it, earng it...
He who doeen't...
pays it.”

- Allert Eiratein

- Compound interest is the most powerful force In
the universe.”

- The power behind compound interest: Time



Simple vs. Compound Interest

$8,000

Compound Interest =iy
10% for 20 years s

$7,000
$6,000
$5,000

COMPOUND $4,000
INTEREST

$3,000

$2,000
INTEREST - NO COMPOUNDING

$1,000

PRINCIPAL

T $0,000
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Takeaways from Compound Interest

e It's never too late to start T'@'@M’@Z@@&q@"ﬂmjmg‘gﬂ
saving I I %‘gmm{ﬂ
EE_'NYEXUNQ

- The longer the time frame, = fiw
the greater the effect of s
compound interest =

- Reinvest all earnings,
dividends and profits

MOQE

L
- Interest rates/rate of return | s 2

v INTHE Universe |
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Starting Early and Consistently is Key

Growth of savings accounts
$1,200,000 - $1,142,811

« Susan invests $5,000 « Bill invests $5,000 « Chris invests $5,000
$1,000,000 annually between the annually between the annually between the
ages of 25 and 35 ages of 35 and 65 ages of 25 and 65
- In total, she invests » In total, he invests - In total, he invests
$50,000 $150,000 $200,000
$800,000 A ﬁ $
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Source: J.P. Morgan Asset Management, Long-Term Capital
Market Assumptions.
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Being Out of the Market

Returns of the S&P 500
Performance of a $10,000 investment between January 1, 1997 and December 30, 2016

T.68%
return
Six of the best 10 days occurred

within two weeks of the 10 worst
days
= The best day of 2015 — August

26 —was only 2 days after the
worst day — August 24

$21,925

$13,662

Fully Invested Missed 10 Missed 20 Missed 30 Missed 40 Missed 50 Missed G0
best days best days best days best days best days best days

19 Source: J.P. Morgan Asset Management analysis using
data from Bloomberg.



Invest According to a Plan

Have you established a financial plan?
- Long-term goals:
« Retirement, kids’ college fund, second home

- Short-term goals:
« Down payment on a home, vacation, new car, boat

- How much money do you have now?

- How much money will you need?
- How much time before you need it? GOAL

m ..f'.' ‘

!

YOU SHOULD HAVE A PLAN!



Inflation Eats Purchasing Power

USD Relative Purchasing Power (1913-2011)

Source: US Bureau of Labar Statistics
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Inflation erodes the value of the dollar over time. So,
you need to invest in securities that beat inflation.



What to Invest In?

LIKE A
TRADABLE DIVERSIFIED FUNDS M UTUAL
DURING IHATTRADE

THE DAY LIKE STOCKS FU N D
DIVERSIFIED

STOCK™” ETFs




What to Invest in?

- Mutual Funds
- ETFs (Exchanged Traded Funds)
- Individual Stocks

- Mutual funds and EFTs are good for the inexperienced
Investor — more diversified than a single holding

- Once you have become comfortable with the concept of
Investing, you may want to diversify into individual stocks

- Individual stocks offer the potential for great returns

- Stocks require that you have the 3-T's
- Time — Talent — Temperament



What Are Mutual Funds?

Investors pay for
shares in the fund Mutual Fund

MF invests the money | pacced
based on the fund Back to
guidelines

Net asset value or
share price based on y

" — Financial
value of investments Asscts
less cost and liabilities Z S

Fund
Managers
Invest in

Read the prospectus



What to Invest in?
Mutual Funds vs. ETFs

Mutual Funds

- Purchased and sold at
end of trading day

- Good for periodic
savings plans
« Like monthly transfer
from checking account

- No load, front-end load
and back-end load

Exchange Traded Funds

- Purchased and sold
(traded) throughout the
trading day

- May be more tax efficient

- Commissions may be
charged

- Typically they follow an
Index

Otherwise, they are very similar.
Can be baskets of stocks, bonds or other assets.




Actively Managed Funds
(Mutual Funds/Active ETFs)

- Managers of Actively Managed Funds pick stocks
they believe will outperform the market

T

- Many fund managers trade too much
- Most are not tax-efficient

- Fund holders pay for this “expertise”
- Expense ratios (range from 0.5% up to 2% or more)

e R

- Transaction or trading costs (buying and selling) are an
additional expense

- Over the long-term (10 years), 85-90% of active
managers fail to beat the S&P 500 index

« Source: Morningstar.com



http://morningstar.com/

Passively Managed Funds
Index Mutual Funds and ETFs

- An index fund tracks its specific index, such as
the S&P 500 Index or Total Stock Market Index

- Very low expense ratios (0.01% to 0.2%)
- Offer tax-efficiency due to low turnover

- Market cap-weighted index (most common)

- The highest market value stocks get the largest weights
- Equal-weighted index

- Equal amount of weight to each stock in the index
- Price-weighted index — the DOW



Indexes Outperform

According to Standard and Poor’s - over the
past 15 years* (Data as of June 30, 2019) the

- S&P 500 has outperformed 89.83% of large-cap funds

- S&P MidCap 400 has outperformed 90.33% of mid-
cap funds

- S&P SmallCap 600 has outperformed 90.25% of
small-cap funds

- Over 10 or 15 years, 88% or more of active managers
across all categories underperformed their respective
benchmarks*

*source: SPIVA U.S. Scorecard 2019



Impact of Fees

1400000

1200000

1000000

S00000

600000

400000

200000

S

0

The Impact of Fees on Investing

L

w= Portfolio One - 5% w Portfolio Two - 3%

== Dortfolio Three - 1.5%




Cost of Fees

Earnings
330,000

Investment

$100,000

FPay no costs

WVihat ywou
lose 1o costs
$170.,000

Earnings
160,000

INnvestment

$100,000

Pay 2%




Investing Outside of Your
Employer’s Retirement Plan




The Simplest Plan

Invest In a
Total Stock Market Index Fund

- You will be well-diversified domestically
- It will be extremely low cost

- Reinvest the earnings and you won'’t need to do anything
- You will likely achieve the stock market rate of return

P- &

Securities are for
educational purposes
only



Almost-as-Simple Plan

 Invest 50% In Total Stock Market Index Fund
- Invest 40% in Small/Mid Cap Index Fund
 Invest 10% in International Index Fund

Vo

- You will be globally diversified ﬂﬁ/\/@)
- It will be very low cost S

- Reinvest earnings and do nothing

- You will achieve stock market returns

Securities are for
educational purposes
only



An Example of an Equity Plan

- 50% - Vanguard Total Market Index Fund
- “VTI” - 0.03% Expense ratio ($3 per $10,000)

- 25% - Vanguard Developed Market Index Fund
- “VEA” - 0.05% expense ratio

- 5% - Vanguard FTSE Emerging Markets Index Fd.
- “YWO” - 0.08% expense ratio 4

- 20% In Vanguard REIT Index Fund
- “VYNQ” - 0.12% expense ratio

A

Expense ratios updated as of March 2023

Securities are for
educational purposes
only



Learn How to

In Stocks




Our Investment Philosophy ...

- Investments (Stocks) should be viewed on a
ong term basis

- Focus on company performance, both proven
and potential, not emotional market swings

- Earnings are the ultimate driver of stock price

- Buy a stock when it is selling at a reasonable
price

- Betterinvesting can help determine that price

*Anyone can be a Successful Long Term Investor




Advantages of Investing In
Individual Stocks

- If you have TIME — TALENT - TEMPERAMENT

- Individual Stocks have potential for great returns
0y having control over -

- What to buy

- When to buy and sell

- How much to pay
- Other taxes and fees

- To learn more, Betterlnvesting offers:
« TOOLS — TECHNIQUES - and TRAINING



Learn

- The iInvestment basics so you can understand
what you own and sleep at night

- How to find and evaluate the stocks to buy

- To keep emotions at bay by understanding
market trends

- How Individual stocks may have the potential
for great returns

- To Invest In yourself

Remember, you control your financial future



Explore For Free at Betterlnvesting.org

- Non-profit investment education group
- Provide your email, no credit card needed
- Educate yourself

Sample Our

OPEN HOUSE Resources

Stock reports,
publications, webinars

Sample Betterlnvesting
Education, Tools and

that will make you a
more informed,
successful investor.

(o OouUS
PENHOUSE gmmr=rrp

Publications at No Cost

Learn to Invest Profitably in Stocks of High-Quality
Growth Companies. As a nonprofit organization, our
mission is to educate individual investors and
investment clubs to become successful lifelong
investors.




Some of the Betterlnvesting Tools

- COmMmon sense

approach

« Education and
Information

« Tools and
Resources
- Community

BETTRUNVESTNG

C()RESSG

Historical Stock Price

High
Low

A

[ Ertercagement | Foreces seeEanings | Awesstand R | Dt ver Pt
Step 1 istorcalSales_|_Stop 2: Historical Eamings Per Share_| 565 3 HSTGHEA ST60K PSS REVSH
» Company: Cognizant Tech Solns (CTSH) Study not saved. Click to save.
E = Education

File Data Print Research Tools Ciose ([ENgWg

Youve reviewed the company’s historical sales and
eamings growth. Both should be growing

1. Faster than the economy and inflation combined
2. Faster than compefitors.

3. Consistently

Ifthese conditions have been metthen check that
EPSis growing in line with sales
1. Check thatthe aranh lines of sales and EPS are ~

o

s
" Prices Hillo

STOCK TO STUDY: The TJX Companies, Inc. — Fashioning Long-Term Growth (p. 20)

SnvmaryFobrsary 209 VOL € 0.5

Emmmmmemms: DT TERINVE

Sales/EPS Review = p MAGA Z| N E
BETTERINVESTING 0 sware
COMMUNITY

NONPROFIT - VOLUNTEER-BASED « MEMBER-DRIVEN

MISSION

Take your journey to build
wealth with friends and family

What Our Members Are
Buying and Selling

||I|I

The Betterlnvesting Top  ~fop:

Companies

DUCATION cLss

Unbiased. Time-Tested Investment Education

Search Q]

JoinNow!  Member Login ©

RSHIP

| Sample Our
open | Resources

HOUSE | @icome Onin

Leamning Events Near You

Find a Chapter Near véiﬁ

Corporate Partners

o™
Leammore sbout @]

Investment Education companies supgortinig. (@) :
Webinars Betterlnvesting's mission @

¥ FolioInvesting CLAIM A SHARE
REAL STOCK
Commission-Free IN OVER 200+
indow Trades COMPANIES




A Club’s Core Beliefs

- Investment clubs provide a
safe and supportive way to
learn how to invest.

- Together we can do more

- Successful stock investing is
possible for everyone

Invest REWES
Regularly Dividends

Dlver3|fy

Buy High
Quality Industry &

Growth

Stocks SRR

Size
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See An Investment Club In Action

« WwWW.betterinvesting.org/chapters/san-francisco-bay-area/visit-a-club

San Francisco Bay

Area Chapter

Local Events
Contacts

Model Investment
Club

Visit-A-Club

Investment Club
Support

News & Articles

Volunteering

BETTERINVESTING
San Francisco Bay Area Chapter
Visit-A-Club
The Visit-A-Club program provides individuals an opportunity to visit an investment club that welcomes

guests. Below is information for individuals looking for a club to visit and is followed by information for clubs to
apply to the program.

For Individuals:

If you are interested in visiting an active investment club that invests according to Betterlnvesting principles,
check clubs that welcome visitors in your area. Read our Visitor FAQs and “What Makes a Good Club” before
visiting a club.

Participating clubs from this Chapter _

Disclaimer: BetterInvesting and its local chapters do not endorse or otherwise recommend joining a specific investment
club, nor are we affiliated with any investment club that participates in the Visit-A-Club program other than chapter
run model clubs. Investment clubs are separate, private entities, composed of individuals who elect other club
members. Betterlnvesting does not guarantee results of any clubs.



http://www.betterinvesting.org/chapters/san-francisco-bay-area/visit-a-club

Visiting Clubs and our SF Model Club

- Learn about Betterlnvesting’s tools and resources
for stock analysis

- Learn how clubs operate from the model club or
one of the clubs from our Visit-A-Club list

- WWW.betterinvesting.org/chapters/san-francisco-bay-area
- SF Model club meets monthly, typically virtually

- We meet: Second Thursday of month at 5:45 pm
- Anyone Is welcome.

- For detalils, emaill:
contact@sanfran.betterinvesting.net vl e &



http://www.betterinvesting.org/chapters/san-francisco-bay-area
mailto:contact@sanfran.betterinvesting.net

Summary

- Take time to learn how to invest and
some basic concepts, your future
depends on it

- Time Is your friend when investing

-Learn how to use stocks, bonds,
mututal funds and ETFs

- Planning your financial future is key
-Visit Betterlnvesting.org



Share The Wealth!

Have you benefited from Betterinvesting?

| Introduce our unique
Investment education to others!

=5
~~~~~

~ > WMGAZING

Share the Wealth of Betterinvesting
with
your family and friends!
Make a difference in their lives!!!

“Friends Don’t Let Friends Retire Broke”

Betterinvesting.org/InvestBetter



Questions or Comments?
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Craighraemerl@gmail.com

www.betterinvesting.org



mailto:Craigbraemer1@gmail.com
http://www.betterinvesting.org/
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