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Savings Accounts, CDs, Cash Value Life Insurance =
Historically Low Rates of Return

CDs and savings accounts are generally FDIC insured up to $250,000. 

How Most People Save

The Rule of 72
 Number  4% Return              6% Return              12% Return
 of Years

 0 $ 10,000 $ 10,000 $ 10,000

 6     $ 20,000

 12   $ 20,000 $ 40,000

 18 $ 20,000   $ 80,000

 24   $ 40,000 $ 160,000

 30     $ 320,000

 36 $ 40,000  $ 80,000 $ 640,000

Become an Owner, Not a Loaner

You would have actually lost purchasing power!

You invest $10,000 at a one percent rate of return with your
local bank ...

 You earn interest for the year: $100

 But you pay $25 in taxes on
 that interest at 25%: -$25

 So your net earnings are: $75

 Your resulting balance would be: $10,075

 ... but if inflation is 3%,
 your buying power would be reduced to: $9,782

> How many doubling periods do you have in your life?

72 ÷ 4% 18 Years

72 ÷ 6% 12 Years

72 ÷ 12% 6 Years

Based on the Rule of 72, a one-time contribution of $10,000 
doubles 4 more times at 12% than at 4%. 

> Can you afford a guarantee?
This is a hypothetical situation. If your tax bracket is not 25%, results will vary.

This table serves as a demonstration of how the Rule of 72 concept 
works from a mathematical standpoint. It is a hypothetical and not 
intended to represent an investment. The chart uses constant rates of 
return, unlike actual investments which will fluctuate in value. It does 
not include fees or taxes, which would lower performance. 

This simple calculation (72 ÷ the interest rate) gives you the 
approximate number of years it may take you to double your savings.

It is unlikely that an investment would grow 10% or more on a
consistent basis, given current market conditions.



The Basics of
Investing



Most American Families Live in a
Debt Cycle vs. a Cash Cycle

Your finances control you

• Outspending your income

• Borrowing to maintain a lifestyle

• Paying off one debt and
accruing another

Debt

D
ebt

Debt

D
eb
t

You control your finances

Cash

Cash

Cash

 C
as

h • Debt free

• Paying with cash
instead of borrowing

• Investments, savings
and assets

Debt Cycle: Cash Cycle:

The solution:

Of all the threats to your financial security, none is more dangerous than debt. 

STEP ONE:
Learn how to invest.  

Pay yourself first.  
Set up three fundamental 

accounts.

STEP TWO:
Eliminate debt.

Set up a debt
stacking
program.

STEP THREE:
Protect your income.

Insure your income 
until you build financial 

independence.

+ +



STEP ONE: Pay yourself first

Three Fundamental Accounts

Based on your total investment amount, allocate:

• 50% to your emergency account

• 25% to your short-term account

• 25% to your wealth-building account 

Once emergency and short-term goals are 

satisfied, add those investment amounts to the 

wealth-building account.

TOTAL  $ ________________________________

*Withdrawals before age 59 1/2 may be subject to ordinary income tax and a 10% tax penalty. Consult with your tax advisor 
with questions regarding your situation.

1. Emergency Account
Goal: Up to three months of 
income 

• Emergencies
• Uncovered medical expense
• Major car repair
• Purchases within 0-2 years

2. Short-Term Account
Goal: Up to six months of income

• Reserve for unforeseen 
events

• Loss of job
• Down payment for a house
• Purchases within 3-5 years  

3. Wealth-Building Account
Goal: Retirement Funds

• Roth or Traditional IRA*

• 401(k), deferred comp, 
TSA, etc.*

• Tax-deferred accounts*

25% Short-Term

$ ________________________

25% Wealth-Building

$ ________________________

50% Emergency

$ ________________________



What Is a Mutual Fund?
One of the Most Effective Long-Term Investment Vehicles

Note: Each mutual fund invests differently.  Read the mutual fund’s prospectuses to determine how a fund may invest and to determine its current holdings.  
Mutual funds are actively managed portfolios and incur advisory fees and internal management costs. The value of a fund fluctuates and, shares, when 
redeemed, may be less than the original value. Investments in mutual funds involve risk including loss of principal. Source: Morningstar. Average based on 
3,276 U.S. domestic equity open-end funds.

Did you know the typical mutual fund holds more than 150 stocks on average?

Individual Investors Top Holdings Examples
Professionally 
Managed Money

The specific companies listed do not constitute a recommendation to buy or sell securities.

Growth Funds

Retirement
Age

Growth Years Income Years

Income Funds 
Balanced Funds

1 An investment in a money market is not insured or guaranteed by the Federal Deposit Insurance Corporation or any 
other government agency. Although the fund seeks to preserve the value of your investment at $1.00 per share, it is 
possible to lose money by investing in the fund.
2 The shorter the time frame, the more conservative an allocation should be. Market fluctuations will affect the ability of your investment to reach your desired 
goal in a specified period of time. The value of mutual funds fluctuate and shares, when redeemed, may be less than the original value. Investments in mutual 
funds involve risk, including loss of principal. 

A GROWTH FUND invests primarily in the common stock of 
well-established companies. This type of fund may invest for long-
term capital gains and is not intended for an investor who seeks 
income. 

AN INCOME FUND invests in either corporate, government, or 
municipal debt securities. A debt security is an obligation, which 
pays interest on a regular basis. This type of fund is designed 
for investors who desire periodic income payments. There are, 
however, substantial differences and varying degrees of risk 
among income funds depending on the credit quality of the debt 
issuer, the maturity of the debt instrument, and prevailing interest 

rates. Bond prices move in the opposite direction of interest 
rates. In a declining interest rate environment, the portfolio may 
generate less income.

A BALANCED FUND invests for both growth and income. The 
fund will invest in both equity and debt securities. A balanced 
fund seeks to provide long-term growth through its equity 
component as well as income to be generated by the portfolio’s 
debt securities. The specific companies listed do not constitute 
a recommendation to buy or sell securities. Bond prices move in 
the opposite direction of interest rates. In a declining interest rate 
environment, the portfolio may generate less income.

Wealth Building Concepts

Consumer The Proctor & Gamble 
Company (Febreze, Crest, Downy, 
Gillette, Tide)

Entertainment The Walt Disney 
Company (ABC Television 
Network, Disney Channel, Walt 
Disney World Theme Park)

Pharmaceuticals Pfizer, Inc. 
(Advil, Enbrel, Celebrex)

Telecommunications Verizon 
Communications, Inc. (Wireless, 
long-distance telephone, 
broadband internet)

Consumer McDonald’s Corporation 
(Global fast food operator)

Technology Microsoft Corporation 
(Windows computer software, 
Xbox video game system)



Systematic Investing: Dollar-Cost Averaging

Dollar-cost averaging is a technique for lowering average cost per share over time. Dollar-cost averaging cannot assure a profit or protect against loss in 
declining markets. Investors should consider their ability to continue to invest in periods of low-price levels. These values are hypothetical and not intended to 
reflect any specific market period.             
 
          

Amount Invested      Number of Shares Avg. Cost   
    in 6 months  Accumulated Per Share   

 $600  42.28  $14.19     
 $600  125.95  $4.76  
A
B

                   
        Investor A Month 1 Month 2 Month 3 Month 4 Month 5 Month 6  
  Invests  Per share: $10.00  $12.00  $14.00  $16.0  $18.00  $20.00    

    # of shares:  10.00  8.33 7.14 6.25 5.56 5.00
     
   
        Investor B   
  Invests  Per share:  $10.00  $7.00  $4.00  $2.00  $6.00  $10.00 

    # of shares: 10.00  14.29 25.00 50.00 16.67 10.00 
          

42

126
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Debt Stacking Can Lead to Debt Freedom
 If the idea of paying off your debt seems overwhelming, consider 
debt stacking. They say you can eat an elephant – one bite at a time. 
Well, the same concept works with paying off your debt! By taking into 
account the interest rate and amount of debt, debt stacking identifies an 
ideal order for you to pay off your debts. You begin by making consis-
tent payments on all of your debts.
 The debt that debt stacking suggests that you pay off first is called 
your target account. There are programs you can enroll in that will 
automatically select your target account for you using a variety of criteria 
to help you get out of debt faster. 
 When you pay off the target account, you roll that payment into 

the payment that you were making on the next target account. These 
extra dollars help you reduce the effect of compound interest working 
against you. As each debt is paid off, you apply the amount you were 
paying to that debt to the payment that you were making on the next 
target account.
 Debt stacking allows you to make the same total monthly payment 
each month (in the example it is $2,720 each month) toward all of your 
debt and works best when you do not accrue any new debts. You con-
tinue this process until you have paid off all of your debts. When you 
finish paying off your debts, you can apply the amount you were paying 
towards your debt toward creating wealth and financial independence!

Debt Stacking

Without Debt Stacking

$214,442

$2,720

With Debt Stacking

Interest Paid

Monthly Payments

9 years
14 years sooner

$130,643

$83,799

$2,720

23 yearsPayoff

$0Interest Saved

The examples are for illustrative purposes only. The Debt Stacking concept assumes that: (1) you make consistent payments on all of your debts, (2) when you pay off the first debt in your plan, you add the pay-
ment you were making toward that debt to your existing payment on the next debt in your plan (therefore you make the same total monthly payment each month toward your debts) (3) you continue this process un-
til you have eliminated all of the debts in your plan. In the example above, when the retail card is paid off, the $220 is applied to credit card 2, accelerating its payment to $573. After credit card 2 is paid off, the $573 is ap-
plied to the car loan for a total payment of $1,124. The process is then continued until all debts are paid off. Note that the total payment per month remains constant. *The hypothetical assumes a constant nominal 9% 
rate of return compounded monthly, unlike actual investments, which will fluctuate in value, and does not include taxes or fees, which would reduce returns. Investing begins once debts have been paid off (at age 44).

Retail Card 1 $220       +$220

Credit Card 2  $353  Credit Card 2 $573       +$573

Car Loan  $551  Car Loan  $551  Car Loan  $1,124      +$1,124

Credit Card 1  $303   Credit Card 1  $303  Credit Card 1   $303  Credit Card 1  $1,427    +$1,427

Mortgage  $1,293  Mortgage $1,293 Mortgage $1,293 Mortgage $1,293  Mortgage $2,720

Total $2,720 Total $2,720 Total $2,720 Total $2,720 Total $2,720

Target Account Extra Debt Payment Amount

As each debt is paid off, you apply the 
amount you were paying to that debt to 
the payment that you were making on 
the next target account.

STEP TWO: Eliminate debt

Once debts are paid off, invest $2,720 each month until age 67 – the total, given a 9% return, is $2.4 million.*



STEP THREE: Protect your income

Death Benefit Before Primerica

John $150,000 $400,000
Mary $150,000 $400,000
Children $0 $10,000
Total Coverage $300,000 $810,000
Monthly Premium $285 $126

Cash Value vs. Buy Term and Invest the Difference

The Theory of Decreasing Responsibility

Changed to Primerica’s Term

More than 
double the 
coverage for 
$159 LESS 
per month!Difference = $159/month!

Invest the Difference:
$159 monthly savings invested at 9% for 35 years = $471,252 at age 65

Monthly premium for cash value policies is an average of whole life policies from three major North American life insurance companies for male and female, 
both age 30 and standard risk.  Cash value life insurance can be universal life, whole life, etc., and may contain features in addition to death protection, such 
as dividends, interest, or cash value available for a loan or upon surrender of the policy. Cash value insurance usually has level premiums for the life of the 
policy. Term insurance provides a death benefit and its premiums increase after initial premium periods and at certain ages.  Primerica monthly premium for 
35-year Custom Advantage policy primary: husband (15CA0(35)), spouse rider: wife (15CB0(35)), both age 30, non-tobacco use, plus a child rider on two children, 
underwritten by Primerica Life Insurance Company. The accumulation figure reflects continued investment at the same 9% nominal rate of return compounded 
monthly and does not take into consideration taxes or other factors, which would lower results. This example uses a constant rate of return, unlike actual 
investments which will fluctuate in value. This is hypothetical and does not represent an actual investment.

Today
1. Young children
2. High debt
3. House mortgage
Loss of income would  
be devastating

At Retirement
1. Grown children
2. Lower debt
3. Mortgage paid
Retirement income 
needed

How Life Works

What life insurance company do you know of that teaches people 
how to eliminate the need for life insurance by retirement age?



> What kind of return do you need to reach your goals? How can you invest to reach them?
Investing in mutual funds may be a very good way!

Historically, the market has rewarded the patience of long-term investors with more positive years than negative years.  Look at the record of 
positive results over calendar periods, from January 1946 through December 2015.

Rate of Return Is the Key

Think Long Term

Growth of a $10,000 Investment (December 31, 1985 to December 31, 2015)

S&P 500
Total Return 10.37%

Bonds 6.74%

30-Day
Treasury Bills 3.42%

U.S. Inflation 2.62%

$193,177

$70,941

$27,463

$21,740

55 Positive Periods

15 Negative Periods

60 Positive Periods

8 Negative Periods

59 Positive Periods

7 Negative Periods

59 Positive Periods

2 Negative Periods

51 Positive Periods

0 Negative Periods

Source: Morningstar.  Past performance is no guarantee of future results. This chart is for illustrative purposes and  does not represent an actual investment.  The returns do not reflect the past or future performance of 
any specific investment. All investments involve risk including loss of principal.  The figures in the chart above assume reinvestments of dividends. They do not reflect any fees, expenses or tax consequences, which would 
lower results. The Standard & Poor’s 500®, which is an unmanaged group of securities, is considered to be representative of the stock market in general. The data assumes reinvestment of all income and does not account for taxes or 
transaction costs.  Because these indices are not managed portfolios, there are no advisory fees or internal management expenses reflected in their performance and investors cannot invest directly in any index.

These rolling time periods begin January 1946 with each subsequent time period beginning again January of the following year. The final rolling periods of each are as follows: 1-Year Periods
(January 1, 2015 – December 31, 2015); 3-Year Periods (January 1, 2013 – December 31, 2015); 5-Year Periods (January 1, 2011 – December 31, 2015); 10-Year Periods (January 1, 2006 – December 31, 2015); and 20-Year Periods 
(January 1, 1996 – December 31, 2015).

> What has been your experience in the market?

Source: Morningstar. Past performance is no guarantee of future results. This chart is for illustrative purposes and does not represent an actual investment. Further, the returns do not reflect the past or future 
performance of any specific investment. All investments involve risk including loss of principal. The figures in the chart above assume reinvestments of dividends. They do not reflect any fees, expenses or tax 
consequences, which would lower results. Because these indices are not managed portfolios, there are no advisory fees or internal management expenses reflected in their performance. Investors cannot invest directly in any 
index. The figures represent an initial investment of $10,000. The Standard & Poor’s 500(R), which is an unmanaged group of securities, is considered to be representative of the stock market in general. Barclays U.S. Aggregate 
Bond Index: Often referred to as “the S&P 500 Index of bonds,” the Barclays U.S. Aggregate Bond Index represents the dollar-denominated, investment-grade, fixed-rate, taxable U.S. bond market. The index includes government 
and corporate securities, mortgage-backed securities, and asset-backed securities, with maturities of at least one year. The U.S. 30-Day T-bills are government backed short-term investments considered to be risk-free and as good 
as cash because the maturity is only one month and are represented by the IA SBBI US 30 Day T-Bill TR index. Treasury Bills are secured by the full faith and credit of the U.S. Government and offer a fixed rate of return, while an 
investment in the stock market offers no such guarantee. Inflation history is represented by the IA SBBI US Inflation index. Investors cannot invest directly in any index.



Five investors each invested $10,000 at the height of the market on August 31, 1987 and kept their investments through the market crash in 
October.  By the end of October 1987, each investor was left with $7,674.  How did they react to the decline in the market?  The chart below shows 
hypothetical outcomes for each of the five investors as of the end of 2015:

A Tale of Five Investors

Ending amounts as of December 31, 2015, based on five different actions taken on October 31, 1987.

Source: PFS Investments Inc. and Morningstar. The chart above illustrates a hypothetical investment of $10,000 invested in an investment that performed similar to the S&P 500 TR Index on August 31, 1987, near the market high, and then the 
subsequent financial impact of various investment strategies on a portfolio implemented on October 31, 1987, after the market crash on October 19, 1987 through December 31, 2015. Investors 4 & 5’s monthly contributions began November 30, 
1987. The Standard & Poor’s 500 ®, which is an unmanaged group of securities, is considered to be representative of the stock market in general. An investor cannot invest directly in an index. The average annualized return of the S&P 500 
from the period 12/31/86 - 12/31/15 was 10.09%.

The performance data quoted represents past performance.  Past Performance does not guarantee future results.  Investment return and principal value of an investment will fluctuate so 
that an investor’s shares, when redeemed, may be worth more or less than their original cost.  Current performance may be lower or higher than performance data quoted in the chart above.  
The performance data quoted does not reflect the deduction of the sales load or fee, which if reflected, would reduce the performance quoted.  The investor 2&4 examples use Western Asset 
Liquid Reserves N (CIRXX) as the basis for their dollar values (USD).  The performance data current to the most recent month end can be found on www.leggmason.com/individual investors by 
entering ‘CIRXX’ into the ‘Jump to a Product’ search tool.  The month end current 7 day yield was 0.1% as of October 31, 2015.

An investment in a money market fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency.  Although the fund seeks to preserve the 
value of your investment at $1.00 per share, it is possible to lose money by investing in the fund.
Systematic investing cannot assure a profit or protect against loss in declining markets. Since systematic investing involves continuous investments over time regardless of fluctuating price levels, the investor should consider his or her 
ability to continue to invest in periods of low price levels. The value of stocks will fluctuate based on market conditions. Stocks are not insured. 

Investor 4
sold the investment, reinvested the 

amount in a money market fund and 
began to invest $458 each month.

Investor 5
held tight and started to 
invest $458 each month.

Investor 3
held on to the investment, 

but did not begin a monthly 
investment program.

Investor 2
sold the investment and put the 
money in a money market fund.

Investor 1
sold the investment and put the 

money under a mattress.
$7,674

> How would you react?

$18,989

$111,382

$231,939

$727,001





Fox News
Dave 

Ramsey

• Financial Advisor

• Author

• Radio Host

• TV Personality

•Motivational 

Speaker

• Time Magazine 

World’s Most 

Influential People

•Written 6 

consecutive New 

York Times best 

sellers.

CNBC
Suze Orman

Cash Value life insurance          
is one of the worst financial 
products available.

You should only own one 

type of coverage,       Term 
life. 

Ask the Experts:
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