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STEP 1

PLANNING
Start thinking long-term

• Compounding: Compounding is the effect where the value of an investment 
increases because the earnings on an investment, both capital gains and 
interest, earn interest as time passes. This differs from linear growth, where only 
the principal earns interest each period.

• Cash: It’s what you put in your piggy bank and keep in your bank account. 
Cash has the least amount of risk (unless someone swipes your coin jar). But 
you may not be earning money by just holding onto that cash. No risk, no reward as they say.

• Bonds: Call it the “middle man” of investment types. Bonds are generally on the lower end 
of the risk spectrum. When you buy a bond, you’re lending the issuer (can be 
a company, government, municipality) money. How that money is paid back is 
determined by the conditions you bought the bond under.

• Stocks: Considered among the riskiest of the investment types, stocks also 
have a sweet side to them: where there’s higher risk, there’s potential for higher 
returns — if you’re game for riding the ups and downs of the market.

• Mutual funds: Take all those investment types, pool them together and you’ve 
got yourself a mutual fund. Mutual funds let you to pool your money with other investors to 
purchase a collection of stocks and bonds that you might not be able to buy on your own.

• ETF: An Exchange Traded Fund is a fund that track indexes like the S&P 500.® 
An ETF trades like a common stock on a stock exchange — experiencing price 
changes throughout the day as they are bought and sold. Most ETFs don’t 
try to outperform their corresponding index, but simply attempt to replicate 
its performance.

PLANNING

Make a long-term plan.

STRATEGY

Defi ne your investment strategy.

START SAVING

Open a retirement account.

Investing can seem very confusing and feel scary. If you think this way, you’re not alone. Let us 
help dispel some of the investing myths, teach you the basics and help you get started.
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For more information, tools, and resources visit Fidelity.com/mymoneynow. 

Investing involves risk, including risk of loss.
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STEP 2

STRATEGY
Create the right investment mix

• Asset allocation: Like the saying goes: “Don’t put all your eggs in one basket.” 
Well, asset allocation is just that: putting your money into a combination of 
investment types - like stocks and bonds — to help spread out the risk.

• Diversifi cation: This takes asset allocation one step further by spreading your 
money among different investment types. There are different companies, industries, and 
business sizes for each investment option on the market — helping you spread out your risk 
even more.

• Rebalancing: Rebalancing is an essential part of managing your portfolio. Your mix of 
investments will likely change over time, depending on how your different investments perform. 
It’s important to periodically review your asset allocation, to make sure it still aligns with your 
goals – if it no longer aligns with your objectives and your timeline, consider rebalancing.

• Infl ation: You know how old folks say how “back in the day” a dollar would go so much 
further in life? Infl ation is the overall increase in the price of goods and services. It lowers the 
value of your money over time, which means a dollar isn’t the same as “back in the day.”

STEP 3

START SAVING
Take action and start with your retirement

• 401(k): Generally, a 401(k) is a workplace savings plan and an easy way to 
start investing and save for retirement. Your contributions come out of your 
paycheck — and before you pay taxes on them. Be sure to take advantage of any 
match offered through your employer’s workplace savings plan.

• 403(b): If you work for a tax-exempt organization or a public school, you may 
have access to one of these. They’re like a 401(k) — the difference is who offers them.

• IRA: An Individual Retirement Account (IRA), is for individuals who don’t have access to an 
employer workplace plan and or are looking to save outside the plan. Contributions are made 
with after tax money and may be tax deductible. Earnings are not taxed until withdrawn and a 
non-qualifi ed distribution can result in a 10% tax penalty.

• Roth IRA: With a Roth IRA, your contributions always come from money that has already been 
taxed. As a result, you can withdraw your contributions at any time. Unlike a traditional IRA, 
your earnings growth tax free and are not taxed provided certain requirements are met.
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