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A “Set and Forget” Investment Plan
 Invest in Index funds
What’s an index fund
S&P 500
Dow Jones Industrial Average
NASDAQ

A selected group of companies
Represent an average of the market 
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A “Set and Forget” Investment PlanA “Set and Forget” Investment Plan

 Is it really that easy?
Only if you start

How well can you do?
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Start Early: Small Cap Index Fund
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Suze Orman says: Invest $100 a month for 40 years ~ $1,000,000 
2014 2054

Age 25 Age 65

Start later: Small Cap Index Fund
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Suze Orman says: Invest $100 a month for 30 years ~ $300,000
2024 2054

Age 35 Age 65
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Dec 31,1925 – Dec 31,2010
$1 - $16,055 = 12.1% Annualized
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Recession 
1974

Recession 
1979

Black Monday 
Oct 1987

Recession 
1991

Recession 
2001

Recession 
2009

Tumbles eventually become blipsTumbles eventually become blips
Think Long-term to lower risk
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Compare Costs and ResultsCompare Costs and Results

 401(K) plan through your company
 Index Funds

 Mutual Funds

 Bond Funds

Do index funds out perform managed funds?
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www.finra.org/fundanalyzer

10

-

11
$14,308 $8,607 $2,997

$168,919 $182,256 $195,079
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But there are expenses:But there are expenses:

Why Are Expenses Important?

An Example
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 Show difference over 30 years of .1% and 1.75%
40 years from now

$930,510

*13
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Why Are Expenses Important?Why Are Expenses Important?

 Fee: Annual Maintenance 1.3%
 Uncle Sam taxes Mutual Fund Capital Gains

Each year  100-300% portfolio turnover
Taxes: Mutual Fund investors = 1.43%*

 Fee:12b(1) Advertizing = 0.25% (no load fund)
 Fee:Transaction = 1%**

* Reported by:

Result:
1.3% + 1.43% + .25% + 1%= ~4% annual cost

** John Bogle – Common Sense Investing14

(2006 Study)
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4% annual expenses4% annual expenses

40 years from now
$217,245

4% Difference = $713,265
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But there are expenses:

Expenses Are Important
Ask Questions

S&P 500 Index fund expense examples
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Index Funds—Fees 

Fidelity Spartan*
Vanguard Admiral*
Vanguard Regular
T. Roe Price

0.07%
0.09%
0.18%
0.35%

None
None 
None 
None

Index 500 funds Expense ratio w/Load charges

Morgan Stanley
Wells Fargo
Evergreen
J. P. Morgan

0.64%
0.64%
0.56%
0.53%

1.40%
1.39%
1.31%
1.30%

The Little Book of Common Sense Investing—Bogle p128

* Minimum investment and/or specified holding period
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Index Funds—Fees 
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“We have to wonder what allows the truly 
expensive funds to exist.  Answer:  Marketing 
and hype can be more influential than real data.”

Scott Burns – syndicated columnist
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Expenses for Index ETF
(Exchange Traded Fund)

ETF – Low Annual Fee...but
 Somewhat Inexpensive – 0.15%-0.2% plus 

transaction fee
 Not suitable if making a buy with each paycheck
 No transaction fee for some ETFs

Cost normally higher than an Index Fund
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Don’t Panic
The Market Fluctuates—expect it!
Stay the course—don’t be a lemming
20 year study (1988-2008) 

www.dalbar.com
S&P 500 return: 8.35%
Average Equity investor return: 1.87%
 Inflation: 2.87%

 You can create a permanent loss—only by selling
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Whatever the Investment method:
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What about Age & Longevity

How long must your money last?
How long will I live?
How can I live longer?

Expected Longevity:
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http://gosset.wharton.upenn.edu/mortality/perl/CalcForm.html

Expected Longevity –

22
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I’m convinced – what now?I’m convinced – what now?
 If in a company 401(k) retirement plan –
Determine what index funds are available 
 If none – ask for three low cost funds to 

be added: preferably Vanguard
Small Cap (VISGX)
Medium Cap (IVOG)
 Large Cap (VFINX or VOOG)
Total Market Fund (VTSAX) $10,000 min. 0.05%

24

Ask about fees and expenses
Fees the fund charges
Fees your company charges/pays (who pays?)
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I’m convinced – what now?I’m convinced – what now?

 If an individual retirement account –
Open a Roth IRA account
Set up automatic deposit from each paycheck
 10-12% minimum

 See previous slide for low cost funds to investigate
Ask about fees and expenses

Use the FINRA comparison tool to compare 
broker index funds
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Low Cost Index and ETF Plans...Low Cost Index and ETF Plans...

 The following companies offer Index and 
ETF funds with low fees - and many 
ETFs with no trading fee

Vanguard 800-992-8327
Fidelity 800-343-3548
Charles Swab 866-855-9102
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No recommendation is intended, but these companies 
are a good starting point for your research.  

One More ThingOne More Thing
 For Teenagers - & their parents:  Train 

Your Kids to Invest
When they earn their first income dollar
Set up an Index Fund – Roth IRA
 (Custodial account)

Offer to match each dollar they deposit
 Help them understand the broker statement

 Show them the Quick-Analysis tool - suggest 
they invest on paper and measure results
www.bob-adams.net/quick-analysis
 Hone an interest in investing in equities27 28
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No recommendation of any company or investment 
scenario discussed in this session is intended

bob.at.seattle@gmail.com

Recommended reading:  Common Sense Investing
-- John Bogle

An Investment Plan -
for Busy People

30
If your mind should go blank, don’t forget to turn off the sound.

- Author Unknown


