¥ \Wealth
A Advisors

SA




Financial Planning for Young Professionals

Thursday, February 18, 2021

SA ¥ \Wealth
A Adyvisors



Our firm provides the information in this webinar presentation for general guidance only,
and does not constitute the provision of legal advice, tax advice, accounting services,
Investment advice, or professional consulting of any kind.

The information provided herein should not be used as a substitute for consultation with
professional tax, accounting, legal, or other competent advisers.

Before making any decision or taking any action, you should consult a professional
adviser who has been provided with all pertinent facts relevant to your particular situation.
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Jeremy Rhen, CFP®
Wealth Advisor

E: jrhen@saxwa.com

Matthew Bernocchi, CFP®

Assoclate Wealth Advisor

- }‘ E: mbernocchi@saxwa.com

Wealth
- = wa - Advisors



 Investment Basics
* Types of Investments
 Different Basic Investing Strategies

« Saving Strategies to Help Maximize Investment Efforts
 When/how often to invest?
» Personal Financial Infrastructure
« Maximizing Retirement Savings Venhicles

» Balancing Debt Service and Investing
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Investments
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 What is a bond, why do | own it?

« What is a stock?

How does the market work?

Strategies
Buy and Hold
Buy and Sell Individual Stocks

* Asset Allocation
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m
COMPANY

NEEDS
Stocks TO RAISE Bonds

FINANCIAL

CAPITAL
Ownership Share

« The stock and bond markets are an important source of capital for public companies.
« Stockholders are equity owners in the company. Bondholders are lenders to a company.

« Both expect an adequate return for the terms and risk of their investment.
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* I've bought it, when do | sell it?

« Know when you want to sell before you buy

* |If a stock gains 6% but the U.S Market gains 8%, then we left a 2% gain on the
table

* There are many markets and companies of all different sizes that we can miss if
we are focused on one company

« Hindsight is 20/20

Wealth
- Advisors



Top 2 performing stocks (%): 2010-2019 150 s 559

- Subscribers (In millions)

— Netflix: 4,011% N ETFL I x

— Domino’s Pizza: 3,989%
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« Hold for over a year = Long-Term « Wash Sales
- Hold for under a year = Short-Term * 30 days before/after sale

WASH SALE PERIOD
ORDINARY, LONG-TERM CAPITAL & QUALIFIED DIVIDEND RATES:
INDIVIDUAL VS. MARRIED FILING JOINTLY WASH SALE PERIOD
Individual Married Filing Jointly r_A_\
Ircome ?ﬁ:}":‘g Capital Gains Income ?ﬁ:}":‘? Capital Gains %
Up To... Tax Rate Tax Rate Up To.. Tax Rate Tax Rate DAY 1 DAY 100 DAY 180
$9.?Dﬂ $1 9 400 w
§39375 $78.750 61 DAYS TOTAL
539475 578950 @ Michael Kitees, s kitees com
424,200 4168.400
$160.725 §321.450 24% .
om0 se08200 * Tax Loss Harvesting
5434,550 £488,850
10300 se1235%0 * Loss Carryforward
4510300+ $612.350+
@ Michael Kitces, www kitces.com
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Heinz, 2/14/2013

“Heinz agrees to buyout by
Berkshire Hathaway, 3G”
-USA Today, February 14, 2013

News travels quickly, and prices
can adjust in an instant.

In USD.
Source: Bloomberg

CLOSING PRICE

$80

$70

$60 |. —

$50
1/2/13 2/2/13 3/2/13 4/2/13 5/2/13

TRADE VOLUME
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The security identified is shown for illustrative purposes only to demonstrate the investment philosophy described herein. These materials are not, and should not be construed as, a recommendation to
purchase or sell the security identified or any other securities. Actual holdings will vary for each client, and there is no guarantee that any client will hold the security identified.



Elation

Optimism

Optimism Nervousness

« People may struggle to separate their emotions from their investment
decisions.

* Following a reactive cycle of excessive optimism and fear may lead to poor
decisions at the worst times.



WHO declares a global
2 s : health emergency
1
Dow falls 1,175,biggest point decline ever First COVID-19 related

Reasons to Sell
death un United States
Charlottesville Emergency Fed

injection into repo
market

NASDAQ 100 falls 4%| |Yield Curve Inverts

U.S. Election, futures fall 5% from its session high .
Th_e Pow only bad e \ g Stocks fall 12%, worst
positive days in a month for . o,
the first time since 1968 . day since 1987
663Kk Jobs lost in Most powerful Ebola Virus
March, total tops 5 earthquake to ever hit U.S. Government Contagion Fears Trade War
Shutdown ; _
VIX hits all-time low Stocks fall 30% in 22 days, the
U.S. Government  quickest 30% decline ever
Fiscal CIiff talks T Brexit Shutdown
S&P Downgrades | S€Nds stocks lower Crude Oil bottoms,
Chrysler/General Motors U.S. Debt after falling 77%
file for bankruptcy S&P 500 enters bear market
- Taper Tantrum Global stock market selloff,
BP Oil Spill , Chinese stocks fall 45% in
Cyprus 47.5% "haircut”
Gold peaks at $1,923 The Dow falls 1,000
points for the first time
lash Crash uropean Sovereign
U.S. Stocks Debt Crisis
fall 20%
«@ 090; \9% &&«.\Q 0’.9 \’.\Q «.\Q«.\\ e;,\\ J‘\ &:\-\«,@6@ \,\q, 2 ,g,«,@ 0’,{5 q\‘b .\5\%«'\"‘ 0’,\(» «.\u ‘,\u«@ 0,,\6 «,jo c\@«.@ 0’\“0 Q.@ \‘,\%«(\ d.(\ q,(\ «.(\«.3:» 0’,3:- «\‘b é{b«.\o_, 0«'9 Q,\% ",9«,9 é@
LR T V2N @ R SN - -l o DR O -~ o R PO - O - R & R PO - R " & R Al ) C NPT O PR RPN NPT OO
R 5\’@@&@@% N eé’oeé"‘@ 5\‘\0@@«9@% 5\‘@«0"&«@@6‘ 5\’\@@&@\@ 5\’@“9&@0 & ¥ 4"&6"\@ 5\’\@««"&@@'5 s\)\o@&é"@é 5\’\0@&««9@5‘ 5\’\0@&4"@% ©
O},Q o R (oe,Q o ‘.OQ,Q I~ %Q,Q o 9Q,Q o R P %Q,Q o %Q,Q o %Q,Q o (OQQ o

Data Source: Stockcharts.com
S&P 500 Total Return, +495% from March 2009 lows



When you try to outwit the
market, you compete with the
collective knowledge

of all investors.

By harnessing the market’'s
power, you put their knowledge
to work in your portfolio.




2005 2006 2007 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Annual returns (%): 2005-2019

You never know which 2
markets will outperform from
year to year.

VvV

Lower
Return

-17.6 -53.2

By holding a globally
diversified portfolio,
Investors are positioned to
capture returns wherever
they occur.

S&P 500 Index

Russell 2000 Index

Dow Jones US Select REIT Index
Dimensional International Small Cap index

MSCI Emerging Markets Index (gross div.)

In US dollars. Source: S&P and Dow Jones data © 2020 S&P Dow Jones Indices LLC, a division of ICE BofA One-Year US Treasu ry Note Index

S&P Global. All rights reserved. Frank Russell Company is the source and owner of the
trademarks, service marks, and copyrl(ghts related to the Russell Indexes. Dimensional Index data
compiled by Dimensional. MSCI data © 2020, all r;ghts reserved. ICE BofA index data © 2020 ICE Bloomberg Barclays us Treasury Bond Index 1-5 Years

Data Indices, LLC. Bloomberg Barcl_a?l]s data provided by Bloomberg. FTSE fixed income indices ©

2020 FTSE Fixed Income LLC. All rights reserved. See “Index Descriptions" in the appendix for

descriptions of Dimensional's index data. Diversification does not eliminate the risk of market loss.

Past Performanqe is not a guarantee of future results. Indices are not available for direct FTSE World Government Bond Index 1-5 Years (h edged to USD)
|n\{es Imenttf. ‘II_'helr performance does not reflect expenses associated with the management of an

actual portfolio.



A well-diversified portfolio
can provide the opportunity
for a more stable outcome
than a single security.

lllustrative examples. Diversification does not eliminate the risk of market loss.

SINGLE SECURITY VIEW

/

SECURITY C

DIVERSIFIED PORTFOLIO VIEW

/\/




Initial Portfolio Pre-Rebalance
% %

21%
25%

m Equities = Bonds = Cash m Equities = Bonds = Cash

i)
0% 759,




« Set up monthly deposits

« Buy low-cost index funds

« Set a target allocation for each index fund

 Rebalance... when out of balance

* |If you must own individual stocks, buy things you know and like
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Saving Strategies
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Monthly Savings Needed to Achieve $1M at Retirement

Hypothetical assumes 6.5% annual return and doesn't account for fees or taxes.

m Based on age at which you start investing
$16,000

$14,149

$14,000
$12,000
$10,000
$8,000
$6,000
$4,000

$2,000
$0

s310 438  $625 5904

20 25 30 35 40 45 50 55 60

Source: Cardan Capital Partners | WSJ.com



$1,200.000 -

$1.000.000 -

A

$800.000

Susan invests £5,000 « Bill invests $5,000 « Chris invests $5,000
annually between the annually between the annually between the
ages of 25 and 35 ages of 35 and 65 ages of 25 and 65

In total, she invests = In total, he invests « In total, he invests
$50,000 $150,000 $200,000

$1,142.811

$602,070

$540,741

1

growth of savings accounts | Source: JPMorgan



5450,000.00

$400,000.00

$350,000.00

5300,000.00

$250,000.00

$200,000.00

$150,000.00

$100,000.00

550,000.00

Savings Rate Vs. Investment Rate

Both Kim and Rob earn $100,000 a year with 2% increase each year

Kim Saves 10% of her salary and earns 5% on her Savings

Rob Saves 5% of his salary and earns 10% on his savings
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$402,069

$356,015

20



Credit Cards — Earn cash back or travel points, always pay off balance in full

1. Checking Account — 1-2 months of expenses. Try not to keep high balances here.

2. High-Yield Savings Account — 3-6 months of expenses, plus any large purchases in the
next 18 months (home, car, wedding)

3. Investment Account — Once you've filled your checking and savings to your goal, and
contributed to retirement, everything else goes here.

Retirement Account-next (next slide)
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* |f you can afford to contribute, the minimum you should be contributing is the
amount your company will match

- Example: If they match 4%, minimum you should put in is 4%
* The more you contribute early in your career, the more you'll have

» Time to be aggressive with the investments in your retirement accounts is while
you're young

« Make sure you have your savings account at 3-6 months

* Try not to put all your assets in retirement at a young age

Wealth
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Reduces taxes in current year

Grows tax-deferred until you reach
retirement (RMD)

Distributions In retirement are taxed
as income

Might be best if you are closer to
your target retirement age, currently
In a higher tax bracket, or expect to
have lower income in the future or
through retirement.

Bi-Weekly Pay

6% Pre-Tax Deferral
Taxable Amount
Take-Home Pay

$1,000
$60
$940
$705*

*Assuming a 25% tax bracket

t of Pocket

OutofPocket | ¢/15.00

In Y A t

n Your AcCccoun $6000
$40.00

$100.00

Total
Sacrifice

Salary
Deferral
Employer
Contribution

Total
Benefit




6% Roth Deferral $60
* Does not reduce taxes in current Taxable Amount| $1,000
year Take-Home Pay $690*

« Grows tax-free until you reach
retirement (no-RMD)

*Assuming a 25% tax bracket

» Distributions in retirement are tax Out of Pocket Total
$60.00 ..
free Sacrifice
. . . , In Your A t
« Might be right for you if you're 1 TOHTAEERH $60.00 Dsea;learrr);
young, currently in a low-tax
K h high $40.00 Employer
prac et,.or expect to have higher : Contribution
Income in the future or through

_ $100.00 Total
retirement.

Benefit




« Tax deduction in year you contribute

* Your balance carry overs year to year (ideally don’t use it and invest)
* You can invest your balance giving you a greater benefit over time

« Growth on investments is tax-deferred

* Not taxed If you use it If on qualified medical expense

 NOTE: Different than an FSA (flexible spending account) which
generally don't rollover year-to-year



FOR CONTRIBUTIONS

TAX TREATMENT OF CONTRIBUTIONS &
DISTRIBUTIONS TO HSA AND IRA ACCOUNTS

TAX-DEDUCTIBLE TRADITIONAL TAXABLE
IRA

TAX-DEDUCTIBLE

SNOILLNEIY1SIO ¥O4

© Michael Kitces, www Kilces. col




Debt Service vs. Investing
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Which line are you in?




$1,456

B Weekly Cost
B Annual Cost

$208

$12 $20 $08

1/week 3/week 5/week 7/week

Assumes a cost of $4 for one grande Latté



« Good debt vs. Bad debt

« Should | try and pay my debt down faster then the schedule its on
« Student Loan, Mortgage, Car

 When to Refinance?



Debt Interest Balance
Rate

o METHODg S
AW ACKLING Dgp.Op

There are 2 common ways to Credit Card 1 14% $1’OOO
approach tackling debt: Student Loan 3% $1’500
Car Loan 6% $15,000
2 " Credit Card 2 17% $30,000
- & 7 L |
SNOWBALL B AVALANCHE |8 LeE8 lieiesl | Ealance
¥ Make minimum payments ¥ Make minimum payments )
At .y Credit Card 2 17%  $30,000

Make extra payments on the Make extra payments on the

7 smallest loan 7 highest interest rate loan Credit Card 1 149% $1,000

S When paid off, move to the ?& When paid off, move to
% next highest loan debt & the next debt with the Car Loan 6% $15,000

highest interest rate

© 2021 COMMUNITY RESOURCE CREDIT UNION StUdent Loan 3% $115OO



* When to purchase vs renting?

* Do you need to put 20% down?

* Total cost of ownership

N

5% Down Payment

20% Down Payment
& No PMI

- & PMI
Down Payment $10,000 S40,000
Loan Amount $190,000 $160,000
Mortgage Type 30-year fixed rate 30-year fixed rate
Interest Rate 4.1% 4.1%
P $918.08 $773.12
PMI* $104.50 $0.00

$1,022.58 $773.12

** Principal & Interest Only — does not include homeowner’s insurance or taxes
* Assuming an insurance rate of 0.55 percent; this cost can be cancelled from your payment once you reach 20% equity in your home for

conventional loans, but not FHA loans
Source: Freddie Mac



« ESPP, RSU’s, and Stock Options

« Target Date Funds in 401k

* Betterment/Acorns

* Crypto



Savings rate is more important than your investment return rate

Get your financial infrastructure set up and put your money in the best places for your situation

Have a plan when it comes to investing, know why you own what you own, and know when you
are going to make changes. Know your timeframe

Similar to diet and exercise, there is no magic overnight answer, it's creating good habits and
using time in your favor

Don'’t feel like you must do it all on your own, setting yourself up at a young age can make a huge
difference in your life
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Questions?
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Jeremy Rhen, CFP®
Wealth Advisor

E: jrhen@saxwa.com

Matthew Bernocchi, CFP®

Assoclate Wealth Advisor

- }‘ E: mbernocchi@saxwa.com
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Sax Wealth Advisors

389 Interpace Parkway, STE 3 > Parsippany, NJ 07054 > (973) 859-2199
10 South Main Street > Pennington, NJ 08534 > (609) 737-6600
551 Madison Avenue, Floor 12 >New York, NY 10022 > (212) 661-8640
Bartram Park,12724 Gran Bay Parkway West, Suite 410 > Jacksonville, FL 32258 > (973) 554-6023

saxXxwa.com



