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Do This First

• Figure out where your money is currently going

• If you have debt, determine how much and what your 
monthly payments are

• Create and fund a savings account

• Sign up for your 401(k) or similar type of account

• Open a brokerage account

• Create a PRISM Wealth-Building Plan

• Ignore the stock market’s daily moves
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Track Your Spending

• Before you can save and invest, 
you need to figure out where 
your money is going

• How much spending is 
mandatory? 

• How much is discretionary?

• What is important for you to 
spend on?
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“Comparing and Contrasting Budgeting 
Apps,” AAII Journal, October 2020.



Develop Good Credit Habits

• High credit scores = lower interest rates = more to invest

• If you have debt, determine how much and when bills are 
due

• Create a plan for paying down debt

• Start funding emergency savings to avoid further debt

• Automate bill paying to avoid late payments

• If credit is good, use reward-paying credit cards
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Accounts to Set Up

• 401(k) or similar type of employer-sponsored retirement 
plan [457(b), 403(b), TSP, etc.]

• High-yield savings account

• Brokerage account (including an IRA or Roth IRA)
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Your Employer’s Retirement Plan

• You may be automatically enrolled

• More than 1 in 3 plans use a default contribution of 3% of 
pay according to Vanguard

• Auto-escalation, which increases your savings contribution 
at preset intervals, is commonly used

• The default investment is commonly a target-date fund

• Maximum contribution is $22,500 for age 49 or younger
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How Much Should You Save 
for Retirement?

• 15% of pay, including any employer match is a good 
benchmark

• If not possible, set an initial goal of saving enough to 
maximize your employer’s matching contribution

• Plan on increasing the amount you save every year

• Even small increases add up over time

• The earlier you start, the less you will need to save later
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Target-Date Funds

• Frequently the default investment

• Adjusts allocation over a person’s career to become more 
conservative as retirement approaches

• Complement by adding specific funds like small-cap value
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“How Target-Date Funds Work,” AAII Journal, January 2023.



AAII’s Fund Comparison Tool
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www.aaii.com/funds/compare

https://www.aaii.com/funds/compare


IRAs and Roth IRAs

• Set up by you through a brokerage firm

• Offers more investment options, including exchange-traded 
funds (ETFs)

• Maximum contribution is $6,500 if 49 or younger

• Traditional IRAs—Pay taxes later

• Roth IRAs—Pay taxes now
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Mutual Funds Versus ETFs

• Both are pooled investment vehicles

• Mutual funds are bought and sold based on end-of-day 
prices

• 401(k) plans typically only offer mutual funds

• ETFs can be bought and sold during market hours

• ETFs generally have lower expense ratios

• Mutual funds are typically easier to buy in dollar amounts 
instead of as full shares
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AAII’s ETF Guide
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www.aaii.com/guides/etfguide (preview of new interface)

https://www.aaii.com/guides/etfguide


ETF Comparison Tool

13

www.aaii.com/etfs/compare

https://www.aaii.com/etfs/compare


High-Yield Savings Accounts

• Aim to set aside at least 3 to 6 months of expenses

• Have deposits made directly from your paycheck
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https://aaii.discoverbank.com

https://www.discover.com/online-banking/aaii/


Create a Wealth-Building Plan

• Write down the goal you are trying to achieve

• State whether you can withstand a 20% drop in the stock 
market

• Choose your allocation: conservative (short-term, preserve 
capital) or aggressive (long-term, grow capital)

• List your preferred type of investments (mutual funds, 
ETFs, individual stocks)

• Create basic buy and sell rules

• Set dates to monitor and adjust
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Example of a PRISM Plan
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“A One-Page Wealth-Building Plan to Reach the Goal of 

Retirement,” AAII Journal, April 2023.



How to Be a Successful Investor

• Constantly and consistently save

• Develop a well-defined approach and stick to it

• Limit the number of decisions you make

• Automate whenever possible

• Use checklists

• Don’t panic
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If you have a family member who is 
early in their investment journey, 

please share this webinar with them.

Also consider whether they might 
benefit from a membership to AAII.



Gift Member Promo
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Follow this link to learn more: https://invest.aaii.com/gift/

https://invest.aaii.com/gift/
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Questions?
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