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Mutuall Funds...Made Easy

= Separate the grain from the chaff
= Should you be a owner — Equities
» Should you be a loaner — Bonds

* Where is the long-term safety
= “Buying Power” is the key -- After Inflation




A Little History

« COMPOUND ANNUAL RATES OF RETURN -
Jan 1925 through Dec 2009 (not adjusted for inflation)
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Maintaining the Long-Run Perspective

Ilbbhotson's chart of returns for stocks and bonds, 1925-2010

$10,000.0

_ Year-end 1925 = $1.00

Owners v.S. Loaners

— Small-company stocks ($16.054.70 year-end 2010)
—— Large-company stocks ($2,982.24 yvear-end 2010)
— Long-term gov't. bonds ($92.94 year-end 2010)
— Treasury bilis ($20.55 year-end 2010)

—— Inflation ($12.23 year-end 2010)
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Maintaining the Long-Run Perspective

Ilbbhotson's chart of returns for stocks and bonds, 1925-2010

$10,000.0 _ Recession
2001

. i Recession
$1,000.0 1991

Recession '

Recession

$100.0 B 1974 _ 7 Black Monday
> Oct 1987

$10.0 r:f;ji_'-:j;,f-**
ﬁf_w .
= o _—
e T o :_:::_—F"fﬁ |
el

) _"l_"e_ar—en-l:i 1925 = $1.00

:ar-end 2010)
ir-end 2010)
:nd 2010)

Where are those downturns?
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Beginning 2012: (for the first time)

o 401(k) Expenses must be disclosed
— Average 401(k) fees — 2% or more
— [Fees are highest in small companies
o | ook at plan-fund menu
— Select lower cost funds
— Research 3 and 5 year returns
o Find the best fund—compare:

— Mutual Eund expenses and return
— Index Fund expenses and return
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FINRA Mutual Fund Expense Analyzer WWWfI flfelie rg/fu fl d el alyzer

Analyzer Home | Disclaimer | Expense Data | Methodology | Glossary

Select Fund | Report I Chart Data IFundDetaiIsI Full Report l
Summary

Estimated Fund Values After Expenses at the End of the 20

Print this Page

Results
Ticker Symbol: WEINX
, [
Inwestment Amount; $30,000.04
Estimated Return You Selected: 6% 6%

Holding Period:

§94,120.63

Fund Value After 20 Year(s): §84,317.12

ProfitiLoss: 54 T2 353,144.97 564,120.63
[ Total Fees & Sales Charges: 56,938.27 S7.611.67 51,106.67~
Total Fees: $6.938.27 5761167 £1,106.67 $
1,106/ .
Total Salez Charges: 30.00 s0.00 20.00
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Fund Analyzer

Additional Information

The Fund Analyzer offers information and analysis on over 18,000 mutual rerrds, Exchange Traded Funds (ETFs) and Exchange Traded Notes (ETNs). This tool
estimates the value of the funds and impact of fees and expenses on your investment and also allows you the ability to laok up applicable fees and available
discounts for funds.

Search | Browse || Screener || Favorites (0) |

[fundname, ticker or keyword] Q 9 Selected Funds
How to use this tool | x| Fidelity Magellan Fund [FMAGX]
* Enterthe name, ticker symbal or keyword for the fund.
* Once the results appear, click on a fund to add it to your Selected Funds list. X Vanguard 500 Index Fund Investor Class [VFINX]

* You can compare up to three funds from your Selected Funds list at a time.
* You can browse for funds alphabetically by clicking the Browse tab above.
* Usethe Fund Screener to filter your search using standard criteria.

* Save often used funds by clicking the "Add to Favarites” icon. Sl Docitis || Gl List




Expense &nalysis " Fee/Discount Report || Learn |

Enter or change your investment details

Investment: (3)
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Redesmed Fund Value

Redeemed Fund Value Over Time After Expenses

W Fidelity Magellan Fund ‘Yanguard 500 Index Fund Investor
Class
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Fidelity Magellan Fund Vanguard 500 Index Fund Investor Class

Year Redeemed Value ProfitiLoss Redeemed Value ProfitiLoss ( Fees & Expenses

0Yearls)  $15417.30 $5,417.30 $688.27 $16,014.39 $6,014.39 §17.43

1 §16,099.38 $6,099 35 574582 $16,786.35 $6,706.35 524500

1 $16,31163 %811 63 065 42 ¢17 c0nag ARE0 42
N \C)‘ |0 e
13 217 555.4( $7.55540 $959.91 \)\\(\ ] R 3304.85
14 31833207 3633207 $1.058.59 31933369 39, 333,69 $336.95
15 219.143.10 2914310 31,161.63 320 265.89 310 265.69 5370 61
16 $19990.02 $9,990.02 3126023 32124304 31124304 5405.68
17 220874 4( S10874.40 3138159 322 267 31 312 267 31 CLERL
18 22179791 211,797.91 3149692 523 340,57 813 34097 248162
19 22276227 276227 2162144 324 466.39 314 466.39 $022.25

2 $23,769.30 §13,769.30 §1740.38 325,646.06 §15,646.08 306484



¥ Annual Expense Comparion by Product and Share Class U
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Ficelity Magellan Fund Vanquard 500 Index Fund Investor Class
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Prospectts < Lessthan Average of Similer Growth Mutual Funds: 1.15% (390 Mutus! Fundg ( Less than Average of Similer Growth end Income Mutual Funds: 1.04% (31
(bctve Mutus! Funds)

Hlomingatar {Les&thanAverageafﬁimilarLargeGthMutualFunds:1.ﬂE%[1E1 Mutu {Les&thanﬁverage&fﬁimilarLar-geEIend Mutual Funds: 1.03% (B2 Mutual
Category Funds) Funds)

Hlomingstar {Lmthanﬁvﬂageaf imilar Momingstar 1 Star-Rated (-year) Mutusl Funds; {Lesﬁthanﬂverage of Similar Momingstar 4 Star-Ratea (-year) Mutual Funds:
Rang (3year) ~ 1.50% 103 Mutus! Funs 0.52% (185 Mutua Funds|



Mutual Funds—pros/cons

o Pros: (Managed Funds — ETEs — Index)
— Convenient
— Easy
— Automatic Investing




Mutual Funds—pros/cons

o Cons: (Managed)
— Under perform the market
— Expensive —
» 1.5% average annual fee
o Short term Capital gains taxed at your rate 1.43%
o Result: High turnever (high taxes & trading fees)

 Transaction Fees 1%
o 12b(1) Fee .25% - up to 1% No Load Funds




EXpenses are Important

o The difference:
— Your broker’s yacht

¢ OR
— Your yacht




Portfalia Value § -$1 0,000
Contributions/Month § J
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Portfolia Value § $10,000

Contnbutions/Month § il

Portfolio Growth % 105
Years to Reftrement 4
Tawes and Expenses 0.0
Portfolio Turmaver % 00
Inflation 7 0

Calculate
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But walit...there’s more

 Uncle Sam taxes Mutual Fund Capital Gains
— Each year 100-300% portfolio turnover

2006 — Taxes cost Mutual Fund investors
e 1.43%*

1200)) fees — . 25% il — Lo o 1%

[RESHIE
L 5% = (L 439 - 25% = =3%) zinnlel eosi

4
* Reported by: LIPPER




But... Wait there's more!

Partfolic Value § $10,000 $500.000
Contibutionz/Manth § $0
$4R0.000
Partfolio Growth & m O r.
\
‘f'ears to Retrement $400,000
Taves and Expenses % 0.0 $350.000 :
Partfalio Turnover % 0.0
$a00.000
|rflation % 0.0
P ) ¢
450,000 J/ J
$200.000
Calculate

$150,000

$100,000

Result $30.000

Partfolio value in 2048 = $314,034

3




But... Even VIORE??27?

o \WWe didn’t iInclude Brokerage Commissions

*

RESIE

1.5%) - L 242%) = 25% + 1% = >4% annual cost

* John Bogle — Common Sense Investing




4% annual expenses

Partfolio ¥ alue $ $10,000 500,000
Caontrbutionz/Manth § 0
—— | $45(0 000
Partfalio Growth %
Y'ears to Retirement 4 $400.000
Tares and Expenzes & 0.0 4350000
Portfolio Turmower & 0.0
$300.000
Inflation = 0.0
$250,000
$200,000
Calculate
III $150.000
e $100,000 /f
$50,000 =]
Result ’ _..-—-—-"""""F——-
Portfolio value in 2043 = $217.245 30




Index and ETF Funds

e Next:

— Index Funds
— Exchange Traded Fund (ETF)




Index Funds—pros/cons

* Pros:
— Convenient
— Easy
— Autematic investing
— Return appreximates the market average

— Very low turnover — Very low capital gains
[ ong term Capital gains taxed at 15%
» No measurable turnover costs (brokerage fees)

— Inexpensive — .1% to .18% annual fee

o Cons:
— Slightly’ under perform the market average




Index Funds—pros/cons

Fidelity Spartan®
Vanguard Admiral*
\Vanguard Regular
. Roe Price

0.07%
0.09%
0.18%
0.35%

None
None
None
None

* Minimum investment and/or specified holding period

Morgan Stanley
Wells Fargo
Evergreen

J. P. Morgan

0.64%
0.64%
0.56%
0.53%

1.40%
1.59%
1.31%
1.30%

The Little Book of Common Sense Investing—Bogle p128




Index Exchange Traded Fund
(ETF)—pros/cons

e Pros:
— Convenient
— Easy
— Automatic investing
— Return approximates the market average
— Buy and Sell like regular stocks
— Semewhat Inexpensive — .15%-.2% plus trading fee
— Capital gains taxed at 15% If held 12 months

o Cons:
— Slightly under perform the index average
— Cost normally higher than an Index Eund




Index Exchange Traded Fund
(ETF)—pros/cons

e Beware of “Ultra” ETEs

— — |everaged
— — short-term investing (36-60 times turnover)

— “Individual Investors...may not be aware of the
fsks these funds carry. Given their velatility,
these funds typically are not suitable for most
retaill investors.”




Whatever the Investment method:

o Don’t Panic
— The Market Fluctuates—expect it!

— Stay the course—don't be a lemming
—20 year study (1988-2008)

— S&P 500 return: 6.55%
— Average Equity investor return: 1.87%

— Inflation: 2.87%

¢ YOU can create a permanent loss—only: by
selling
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UV Are interest rates T
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Don't Panic

* A Financial Advisor may be for you If:
— You can'’t fight the urge to sell in a down market
— You can’t fight the urge to buy hot funds & stocks

e If So:
— Use a flat fee Advisor — 1% is normal charge
— Ask to see past record — did they beat the market

— Do they compare the market with your portfolio
e A comparison is the only way to observe results




Are Bonds Safer than Equities?

COMPOUNDED ANNUAL RATES OF RETURN

January 1926 through December 2009

| el A A VA
J.U70

0.9%
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Are Bonds Safer than Equities?

e Short term — Perhaps

 Long Term — (Statistically) No
— Think “Buying Power”
— At 0.9% or 1.3% growth — after inflation/taxes
* No room for error

— At 4.1% or 5.6% growth — after inflation/taxes
 More room for error




Historically:

 The market. euphoria followed by panic
— Expect it — but don’t try to time it

 Take advantage by:
— Dollar Cost Averaging
— Buy when others are selling
— Sell when others are buying




The “Real” cost of “things”...

* Debt is a form of slavery
— $4 latte — just 1 each week ($208 per year)
— $8 lunch — just 1 each week ($416 per year)

Partfalio % alue % 100,000

Contributionz/fMonth $
$30,000

2N EIM ANENCESIARVESHIGE

Years to Fetirement $30.000

Taxes and Expenzes = . F70.000 $58 1 6 1
/)

Fartfalio Turnowver =

$60.000

|rflation 2

$50.000

40,000
Calculate

$30.000

$20.000

$10.000 ——
30

|F"Drtfn:u|iu:u wvalue in 2052 = $58.161
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The “Real” cost of “things”...

* Debt is a form of slavery
— $4 latte — just 1 each week ($208 per year)
— $8 lunch — just 1 each week ($416 per year)

Partfolio % alue & $100,000

Caontributionz/Manth &

$30.000

Partfalia Growth 2

“ears bo Fetirement $E0,000

Taxez and Expenses & . 370,000

Fartfalia Turnower %

$E0.000

Irflation =

$50.000
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|F'n:-rtf-:n|i-:- value in 2052 = $77 516
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2012 2017 2022 2027 2032 2037 2042 2047 208




No matter the investment tool:

Mutual funds
— Index funds
— Bond funds

Individual companies

Know the costs
Know the results

Compare results with a market average
http://finance.yahoo.com/q?s=%5EGSPC&qgl=0
S&P 500 -- DJIA




Estimate Your Portfolio’s Rate of Return - Calculator

Enter values for your portfolio — then a Market Averag@

WIWLEYEonayolaccommfasieisyau-gorifollas-rate-airaitcalculiof i)

now the exact dates of a
financial calculator or softwar
simple and auick esti

Y Dagosii If £

vour deposits and

Vzle Jaip) 1

withdrawals, along a
IRR funcktion. For an
for any other penod),

Initial Balance:

Total Deposits:

Total wWithdrawals:

Final Balance: 21500

1 vear

Time perod:

(s)
Q)irly 3/12=25
& Moriins 6/12= 5
vo 2 Moriins 8/12=.5
rate of return: 23.21 -

fiigd/ffinerics veloo.comfcio?s=LD ]k rlistofical Pricas



