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Topics for today

* Basics of cash, fixed income (bonds) and equities (stocks)

* Investment considerations for each asset type

* Putting them together: thoughts on asset allocation
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Cash Basics
* Available or “liquid” to be used at any time. 

* Safe, doesn’t fluctuate in value, $1 always = $1. May earn interest.

▪ Checking account, savings account
▪Money market account/fund
▪ Short-term CDs (certificates of deposit)
▪US T-bills (matures in 1 year or less)
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Benefits of cash

Safety
▪Stable $1.00 price
▪Often insured (FDIC or NCUA protection up to limits)

Availability/liquidity
▪No loss of principal
▪Earns some interest, better than plain cash
▪Good for emergencies, funding short-term goals
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Fixed income/bonds
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It’s a LOAN

You’re giving money to a corporation or government entity for a period of time 
with the expectation of being paid back principal + interest

Interest payments vary; may be quarterly, semi-annual or annual, or at maturity. 
May not pay interest, but instead return a larger amount than you originally 
invested. (Remember EE savings bonds?)



Fixed income examples

▪Longer term CDs

▪US Treasuries (notes and bonds)

▪Municipal (“muni”) bonds

▪Corporate bonds

▪Mortgage-backed bonds

▪International bonds
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Benefits of fixed income

▪Dependable income

▪Periodic payments

▪Higher yield than cash and inflation

▪Complement to other investments

▪Provide downside protection

▪Usually act counter-cyclically to stocks (“negatively correlated”)
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Equities or stocks

▪Represent partial ownership in a business

▪“Publicly traded” stocks available on exchanges (NYSE, Nasdaq, etc.)

▪Shareholders share in the profits of the businesses, either through 
future value and/or dividends (a distribution of earnings to 
shareholders). 
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Equity types
By size

▪ Large-cap stocks ($10 billion+ market capitalization, or # stocks X shares outstanding)
Amazon, Google, Johnson & Johnson

▪ Small-caps (under $2 billion)
Williams-Sonoma, Molina Healthcare, Omnicom

▪Developed International

    Japan, UK, Switzerland

▪Emerging markets 

    China, India, South Korea
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Equity styles
▪Growth stocks (expected to grow faster than the overall market)

   Amazon, Google, Meta, Microsoft, Nvidia

▪Value stocks (out-of-favor stocks + attractive pricing)

   JP Morgan Chase, Berkshire Hathaway, J&J, Exxon Mobil
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Why equities?
▪Long-term growth that exceeds inflation (a “real return”)

  Averaged 6% to 7% above inflation

  L-T returns have averaged 9% to 10%

▪Inflation protection 

▪Can be tax-efficient

  L-T gains taxed at lower Federal tax rate
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There’s a risk/reward tradeoff

Know why you’re investing

Know your “risk tolerance”

Have a plan before you invest, monitor and adjust 
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Stocks are volatile
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Don’t let your emotions invest for you 
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Diversification is the market’s one Free Lunch
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Remember to include international

20



Align your investments with 
your time frame and risk tolerance
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It’s time in the market, not market timing
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Have 2+ years of a cash cushion
* Protects against sequence of returns risk/market volatility

 -- it’s impossible to time the market

 -- protects you against selling out at just the wrong time

 -- helps you ride out the difficult times in the market
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Resources

JP Morgan’s Guide to the Markets and Guide to Retirement

A Richer Retirement: Supercharging the 4% Rule to Spend More and Enjoy More, by William P. 
Bengen.
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