Building Wealth

n the Classroom

Interactive Lessons

Lesson /7

Save and Invest—Diversification

MU



Instructional Objectives

Students will;

Describe the benefits of diversification.

Examine the role of mutual funds in personal investing.

Compare index mutual funds and managed mutual funds.

|dentify key information about mutual funds from a fund fact sheet.
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M Financial Assets
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& Categorizing Stocks

4 Building Wealth—Lesson 7 Federal Reserve Bank of Dallas




Indexes

An index is a ratio that illustrates the change in some value over time.

Two Movie Dinner Two Gallons Total Cost
Tickets for Two of Gas of Date (Index) 1995=100

$8.44 $18.93 $2.38 $29.75 (29.75/32.20)*100=92

$8.70 $21.12 $2.39 $32.20 (32.20/32.20)*100=100
$10.78 $23.93 $3.07 $37.78 (37.78/32.20)*100=117
$12.82 $27.42 $4.16 $44.39 (44.39/32.20)*100=138
$15.78 $32.04 $5.35 $53.17 (63.17/32.20)*100=165
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Indexes
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Diversification
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S Why Diversify?
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S Ways to Diversify
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Mutual Funds
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Index and Managed Mutual Funds
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Constructing a Portfolio
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Gathering Information
about Mutual Funds

BUlld|ng Building Wealth Large Cap Fund
Wealth

10-Year Annual Return
Investments
Percent
. . 60
Investment Objective: A
50
The Building Wealth Large Cap Fund o ~\
seeks to track the performance of the / N
Building Wealth Large Cap Index, an 3° \ / \ /
index that measures the return of many 20
large companies traded on the Building © N\ / \ /
Wealth Domestic Stock Exchange. 3 \\// \\ /
- \_/
: -20
Ticker Symbol \ /
=30 V
Inception Date:  June 8, 1996 o T T T T T T T T T !
" ' 2005 2006 2007 2008 2009 2010 201 2012 2013 2014
Standard
Deviation: 20.28%
. Average Annual Total Returns (percent)
Maximum One- 53.99%
Year Return: Sl
Minimum One-
Year Return: -43.34% 10.88 3.07 13.464 17.882
Average Lifetime 11.74%

Returns: Average Annual Total Returns (percent)

2008 2009 2010 2011

-11.59 37.2 52.62 5.49

Portfolio Breakdown

1998 1999 2000 2001

-819 492 571 -842 4361 5.5 911 1008 31.78 26.68

Growth of a $10,000 Initial Investment

$45,000
$40,000
$35,000
$30,000
Manufacturing $25,000
. Mining/Extraction $20,000
$15,000
. Technology $10,000
[ Financial Services $5,000
o

.Olher 2005 2006 2007 2008 2009 2010 201 2012 2013 2014
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& The Building Wealth Mutual Funds
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Assessment
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