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Section I: Assessing Your Current Situation 

Section II: Setting Investment Goals / Timelines 

Section III: Determining Your Risk Tolerance 

Section IV: Asset Allocation  

Section V:  Investment Vehicles 
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Section I: Assessing Your Current Situation 

Analyze Your Net Worth 

Net Worth = Assets – Liabilities 

1. Total Your Assets 

2. Calculate Your Liabilities 

3. Determine Your Net Worth 
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“Reallocate investment / assets, as needed  
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Funding Your Investments 

Net Cash Flow = Income – Outflow 

1. Review Your Current Cash Flow 

2. Reallocate: Selling one type of investment or 

other asset and reinvesting the proceeds into 
other investment 
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SECTION II: SETTING INVESTMENT GOALS 

Goal:  

What is the intended 
purpose of your 

investment? 

Priority:  

How important is 
your goal in 

comparison to other 
financial goals? 

Timeline:  

How long do you 
have to achieve your 

goal? 

Amount:  

What is your goal 
total balance?  

How much can you 
afford monthly? 

Risk Level: 

What are the 
consequences of 

fluctuations in your 
investments?  

Write Down Your Investment Goals: 
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SECTION III:  DETERMINING YOUR RISK TOLERANCE 

•Loss of Income 

•Loss of Value 

•Loss of Principle 

 

•Inflation Risk 

•Market Risk 

•Geo-political Risk  

The Risk / Return Tradeoff 
Higher Expected Return = Higher Risk 
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Investment Risks: 

Volatility 
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Risk Tolerance Strategies  
 

•Diversification: Diversify money across 
a range of investments.  
 

•Professional Management: Expert 
managers closely monitor and make 
investment decisions for you 
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Risk Tolerance 

Conservative 
Less Volatile 

60% Cash 
25% Bonds  
15% Stocks 

Moderate 
Some Volatility 

5% Cash 
35% Bonds 
60% Stocks 

Aggressive 
Higher Volatility 

0% Cash 
20% Bonds 
80% Stocks 

5 Years 10 Years 15+ Years 
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Asset allocation is the process of choosing 
among possible investments. 

SECTION IV: ASSET ALLOCATION 

Asset Allocation  

Balanced Portfolio 
A  portfolio is a collection of investments owned by 

an individual, i.e.: stocks, bonds and cash.  
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Sample of Asset Allocation 

Younger Investor Older Investor 

Cash 
Equivalents 
33.3% 

Equity 
33.3% 

Fixed 
Income 
33.3% 

Equity 
80% 

Fixed 
Income 
10% 

     Cash 
 Equivalents 
10% 
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Steps to Balancing a Portfolio 

1. Review your investment goals 

2. Review your timeline 

3. Determine your risk tolerance  

4. Design your investment pie (asset allocation) 

5. Choose the individual investments and gather 
information about each of the mutual funds 
offered in the plan. 

6. Review and revise annually. 
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SECTION V:  INVESTMENT VEHICLES 

Saving to Invest 

Saving Account 
 
 
 
 
 
 
 

Checking Account 
 
 
 
 
 
 
 

Certificate of Deposit (CD’s): 
Similar to a bank account in the 

security of your money, but requires 
a commitment to invest for a period 

of time (often monthly, three 
months six months, etc.). 

 

Note: Withdrawing before the term 
(or maturity) may carry penalties. 
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SECTION V:  INVESTMENT VEHICLES 

Types of Investments 

•Bonds/Treasury securities  
•Stock 
•Cash  
•Mutual Funds 
 

13 



Investments 
Brought to you by: 

Bonds/Treasury Securities 

• Bonds are IOUs; companies and governments issue 
bonds to fund operations.  

• When you buy a bond, you are lending your money for 
a certain period of time. 

• Inflation erodes the value of bonds’ fixed interest 
payments.  
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Bonds/Treasury Securities 

Government Bonds:  
•U.S. Treasury Bonds 
•U.S. Savings Bonds 
 

Non-Governmental Bonds:  
•Corporate Bonds 
•Junk Bonds 
 

Treasury Securities:  
•Treasury Bills (or T-bills)  
•Treasury Notes/Bonds 
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Stocks 

• Stock are ownership in the company 

• Share represents a claim on assets and earnings 

• Past performance does not guarantee future performance 

• Individual stocks are not the market.  

• Diversify stocks from different industries.  

• There are many different kinds of stocks.  
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• Large-Cap Stocks: Capitalizations over $10 billion  

• Mid-Cap Stocks: Capitalizations between $1 billion and $10 billion  

• Small-Cap Stocks: Capitalizations of less than $1 billion 

Large-Cap and Small-Cap Stocks 

“Cap” is short for capitalization and is calculated by 
multiplying the number of shares outstanding by the 

price per share. 
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Stocks 

•Common Stocks  
•Preferred Stocks  
•Growth Stocks  
•Value Stocks  
•Blue Chip Stocks  
•Foreign Stocks  
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Mutual Funds 

•Stock Fund 

•Bond Fund 

•Balanced/Asset Allocation Fund 

•Index Funds 

•Load vs. No-Load Funds 

Mutual Funds  
are pools of funds from 
many individuals who 

share ownership of 
groups of stocks or 

bonds. 
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How to Choose a Mutual Fund 
 

 Research 
 Broker, Bank, Commissioned or Fee Based 

 Selection 
 Operating Expenses 
 Fund Management 
 Performance 
 Turnover 

 Details 
 Get Started 

  



Investments 
Brought to you by: 

Mutual Funds 

• Research before you invest in mutual funds.  Review the 
fund’s prospectus.  

• Look beyond the fund’s name 

• Evaluate the management fees 

• If working with a professional, ASK QUESTIONS! 
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• Ponzi schemes 

• Sounds too good to be true (“risk-free” and “guaranteed 
returns”) 

• Unlicensed individuals 

• Churning  

• Signing an incomplete document 

• Watch out for “red flags” (account discrepancies, pushy 
salesperson and make a decision on the spot) 
 

If you suspect fraud, contact the Ohio Attorney 
General’s Office or the Ohio Department of Commerce 

Investor Protection Hotline: 877-683-7841 
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