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How Money Works is a publication of Primerica and is proudly
distributed to help consumers find answers to their financial problems.
It is not intended as a sales solicitation, but as an overview of how w
overcome the most common financial challenges facing people today.

Primerica believes the uitimate key to financial success is knowledge
— about how money works, how to make responsible, well-informed
decisions and how to get the best value for the dollars you spend.

That’s what How Money Works is all about. As part of Primericds
continuing commitment to consumer education, this book is a general
introduction to the basic, commeon sense financial concepts that can help

people overcome the obstacles they face and achieve their goals. Ir shows
how greater financial security is within reach of every working American.

As the text explains, the ctitical first step is learning to make
wise financial decisions. Primerica encourages consumers to become
independent thinkers and always make their own choices, whether
they're purchasing financial products or any other goods or services.

Primerica offers a wide vatiety of consumer-oriented financial
solutions. For more information on specific products, contact the
Primerica representative who gave you this brochure.



. 'to get started? -

There s a common mlsunderstandmg that average and ordrnafy olk
' ____-_can "t become mllhonarres R o _

- .-Tha:f Could_n't”bé further}from the _‘_fru’_fh"'.:._

The fact is, you have the power to. accumulate wealth beyond you
~ dreams. Many people who never earned a 51x~frgure lncome become
financially independent. How do they do it? Doesn tit take a hlgh Ievel
job with a blg salary'? Or a |arge mherltance'? Or Wlnnlng the Iottery'?*

The answer is no. No matter what your |ncorne Ievel you can achieve:-
- financial security — if you take the tlme to Iearn a few s;mple pnnc_spie' |
'about how money Works o | o ol

By applylng the srmple pnnc:ples in this book, you can achreve S
g finanaal security and ultlrnately reach your goals But nobody e!se can
_make it happen o ' '

Its up to you. You have the power to change your In‘e forever Ready |






1. Pay yourself first

Paying yourself first means puiting yourself
and your family before any other demands on
your money. Paying yourself first is a form of
self-respect. :

Deposit a set amount EACH AND
EVERY MONTH into an investment
program, no matter what other financial
obligations you have. Its amazing how fast
your money can grow if you imvest even a small
amount regularly, at a good rate of return.

2. Adjust your priorities

1c's been said that:
If you make $10 and spend $9 = happiness
If you make $10 and spend $11 = misery

As you begin your journey to financial
independence, remember this key point: Ir's
not what you make, i€s what you keep.

3. Change your thinking

The way you think about money is everything.
Your mindset is a powerful thing — especially
when it comes to money.

That explains why so many of the people
who win the lottery ... end up losing it all.

It helps you understand how so many
millionaires are self made.

What s the difference between the two
groups? Its how they think.

If you think you don't deserve to be
financially secure, you'll never be finandially
sectrre. However, i you “upgrade” your self-
image and believe you deserve the freedom and
peace of mind that financial security provides,
you'll have a better chance at doing what needs to
be done to obtain wealth beyond your dreams.

4. Adjust your lifestyle

Along with setting priorities comes one rough
rule of life: you can't have everything. You
have to make conscious decisions about every

purchase.

An important concept to understand is
want vs. need.

*  Aneed is something you have to have,
something you carft do without. You
“need” food. You “need” shelter.

* A want is something you would like to
have, You “want” ice cream. You “want” a
bigger house.

If you want to achieve financial
independence, you may have to make sacrifices
for a period of time and go without some of
your “wanis.” Its not that tough, bu it is very,
very important to your financial health.

5. Earn additional income

If your family income is very modest, things
may be so tight that it’s tough to invest more
than $50 a month. If you want to make
significant progress, consider taking a pare-
time job to get the extra income needed to
start your investment program,

6. Re-align your assets

This is another way to take control and free
up income for savings. There are two major
areas in which families ate not getting their
money’s worth that are great areas to target for
adjustment: '

1. Low-interest savings accounts or
accomulations with banks.

You can take money from a 1% savings
plan and invest it in an area that has the
potential for higher returns.

2. High-cost life insurance. You can
replace your outdated, expensive cash
value insurance policies with term
insurance and potentially save thousands
of dollars In premium over time! Both of
these areas are covered in more detail later

in this booklet.

7. Avoid the credit trap

Credit cards are good for convenience but that’s
it. Be careful to avoid the pitfalls of “plastic
money.” Pay your balance in full each month
and you'll not only avoid interest charges but

- you'll prevent your balance from escalating

out of control. To keep your monthly charges
under control, pay with cash. You'll probably

find you spend less when you have to hand

FOUT MONEy over.
See how many options you have? You DO
have a choice about your financial future.

8. Set goals and have a plan

You can't reach your destination if you don’t
know what it is. Setting goals gives you two
things:

1. An incentive to make the necessary
sacrifices

2. Benchmarks along the way to gauge
Your progress

After you've set your goals, you need a
road map to get you there, You need a financial
game plan, Togecher with your goals, 2 game
plan is the cement that holds together your
financial foundation.







;:"j t s Net Whet You Eam t 5 What \’ou Keep |

_ _f'-Put yourself at the head of the line. Treat your sawngs like any other recurrrng b:l[ that you must pay.
-'each month. Dedrcate the appropnate amount from our paycheck and set it a5|de Whlle st peo-
g ple. think nothmg of senollng enormous amounts of money to credit card companies ona reguiar'-and’
’*'__fsystematrc basis, they balk at the idea of paylng themse[ves first! Change that: mrndset Cut. up. yo‘_ [
""cred!t cards and pu those payments into your own, savi gs. Make a commltment to pay yoursehc frrs !

.Cale!;ié'te how much youveeamed- andh°wmuchv0uvesaved -

| Average annual mcomé (est,mété) A ;o
'_:"""szes number of years Worked )( B) ;
=09
D)
:_:E)__;- |

-ﬁ_quua!s total amount earned

Amount of personal savrngs SR

x ‘D|v1de D by C:

'Thls equals your percentage of income saved

The Three Aeeeento ’-%;_-?:_}eeu Need

"'_.To have a comp!ete savmgs program most people need three types of basrcaccounts" i

';Emergency Fund Thisisyour - 2. Short Term Savmgs "Tth ac

3 Long-Term Saymgs/lnve
reserve fund 1 i the event: of anunfote- . . _"oount 15 for money d that - you set aszde & :

ments This s where your rerire-

. seen emetgency, Job loss ot an anex- - - for expenses you Wwant to purchase .
] pense. A good ruie of thumb: - _ within a short—term time frame. For ex-
“Seta  goal of having three to six months ‘_:g. a.mple, hcre is Where you. would saye for ;

r_ perhaps z vacauon

Vsalary in your eme:gency ﬁmd

Investmg entaﬂs sk mc{uchng ioss of principal. Sharee_,:_ when féﬁeemed, m ybé_wor:th more o_'_r le*ssr.han thelr ongmal yﬂue. ST S






It Pays to Start Investlng Early

Suppose your parents had deposited $1,000 on the day you were bom If you Ieft the account :
untouched until you turned 67, that $1,000 would have grown to $406 466 WIthout your ever
having added another penny! - ' :

Amount Accumulated by Age 67

$406,466

If they invested when o
Paul was 16 years old $96,822

Iif they mvested when
Paul was 40 years old $1 1 256

Above rare vilacs are acage 67 and for. illustrative purposes Dnl} and do net represent an acrual investment. Th.is aa.mple uses 2 constant rate of return. Acual investments W'Lil
Bucruate in value. The illustration does not inclirde fees and taxes thar would Jower results. The 9% rate of rerurn is 4 nominal interest rare compounded on a mouth[y bams
Investing entails risk, including loss of principal. Shares, when redeemed, may be worth more or less than their original value. ; :

Don‘t Pay the High Cost of Waltmg

If you're like most people, you don't have a lot of maney. That's why time is so critical. When you're

young, you can save small amounts and still end up with thousands of dollars. If you wait to begin savmg,
you must save much more. if you want to be financially mdependen’c you have no choicé = you must -
start now, or later you must save more. One thing is certain: you can‘t afford the high cost of waiting. =+

if your goal is to save $500,000 for retirement The sooner you begin to save, the greater the
at age 67, look at the difference time makes: "} growth on your investment.
Monthly Savings Required The High Cost of Waiting
$100/maonth at 9%

Beginat Save Cost to wait Begin saving at: Totalat age 67:  Cost to wait
Age25 - $89 Age 25 $566,920

Age 35 $224  more than 2 fimes more Age 26 $517,150 $49 770
Age 45 $602 nearly 7 times more | Age 30 $357,240 $209,680
Age 55  $1,926 morethan 21 times more Age 40 $137.780 $429 140

These examples assurne 2 hyporherical 9% constant rate of reruen. Race of return ks a nominal interest rare compounded on 2 monthly basis. Actual investments wﬂi ﬂucmate
in value. The Hlustradon does not include fees and taxes which would IoweJ 1e.5ulrs Investmg enrmls risks, mcluclmg loss of principal, Shaxcs, when redeemed, may be worth
more or Jess than their original value.

Add Consnstency to Tlme

“You've seen how time can be the best fiiend of growth. But most peop[e dont have .‘El 000 to deposlt all at ohiee. Thfy must dcpcnd on smallcr ‘
armounts, invested on a schedule, to build wealdh. Ifthats yous. s:tuanon, cotisistency can be the fuel thar makes your IVESTNED grow acponenﬁaﬂy




"I'__.The “Power 6f Compouhd Interest

_ he parents Who deposuted $1,000ata hypothetlcal rate of return of 9% when their child
was born‘? The annual inte st would be $90. And $90/year, when multiplied by 67 years, is $6,030. Then
oW, dld Paul W|thdraw more than $406 OOO at age 67"‘? Because of one of the most important keys to

The ﬁ:st years iriterest on the mvcstmcnt 996, or $30 was cred.lted

: :to the $1,000 to make $1, 090. The next year $98 was earned on the”

B 090 ‘he'total in the account was then $1,188.:As the account grew, -

- “each year the interest payment was calculated on  the total in the account, -

i mcludmg all the past interest payments. The conmipounding of the i mtere_st
15 how $1,000 grew to more than $406,000. With the power of com

. pound ingerést at work for you, you'll be amazed 3 how qmck?:y afew

il hundred doﬂars can become athousand. '

Just a thtle More Grows Even Faster

The c.‘nart on the nght lﬂusuat : the dlﬂ%re:nce between savmg

.: - " Thisis hypatherical and does not represent an actual Investment. Actual
ay be 4 chalienge ﬁnanclaﬂy, the lncreased doﬂar amount deﬁ.mtely <" investments will fluctuite in value. Ir does not inchude fees and raxes which

' t onth com din thetién] 994 pate - -would lower results. Rate of retwra isa constant nominal rate, compounded
EQ-Y%’ Oi Ius $10§ 437131 0 00 aﬁ)ﬂr Egm g ata hYPO 9 /0 e .+ monthly. Tavesting encails risk, including loss of principal. Shares, when re-
-~ totils oreth;m yea.fs o :

2 deemed may be worth more or less than their otiginal value.

_ Albert Einstein has often been quoted as saying
“Compound interest is the most powerful force in the universe.”

Do .Yc';;u'= I(now the Rule of 72"

Dlwdmg 72 by
lnterest rate

number of years
it takes your®

d1r:maucal sta.ndpemr Tt is not intended € represeric an investment. The chart uses con-
‘deies Tidt inclricle fees or taxes, which wouicl loweer pcrform:mcc Tris unhkcly that an investment
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The Importance of Rate of Retum

There's another critical key to building financial security 'thats often overl' 'oked“ It's th r
(sometimes referred to as the rate of return). The difference of afew percentag' » points ma
minor, but the impact of the rate of return when combined W|th time is Signlﬁcant fou-mi
if you could earn a 9% rate of return instead of 4.5%, your money would doubl'e Notsol
the “power of compound interest?” That 4.5% difference adds up to much more over time.
mean thousands of dollars to you and your fam:ly A

Rate of Return in Action

Now you can see why the rate of return you receive on your savings or mvestmcnt account is so Lrnpon:ant
Your main objective in saving is to accumulate as much cash as possd)le. You can reach the samne ob}ecuve n one
of two ways: '

Save more ¢
OR

Save less (i

and accept a lower |

at a higher

We'll use the example of Paul’s parents investing $1,000 at his birth _Oh page 9.
Led’s look at their one-time $1,000 invesement with a 3%, 6%, and 9% rare of ke- -
turn. Look at what Paul could have withdrawn at age 67 at various rates of fet_u._xr_n._

Hypotherical percentage rates und values. Rate of retum Is a hominal inerest rate compounded o 1
menthly basis. These tesults are not indicative of any specific investment and show a constarit rate of .
return, where 2n acmal investment will fluctuate in value, Tt does not indude fees and axes, which

would lower results. Tnvesting enails risk, including loss of pnnclpal Shm when mdcemed may

be worth moere or less than ther original value, :

How Doubling Your Interest Can Quadruple Your Sa jmgs

$100 per month at 4.5% and 9%

$750,000 - : | T $746,040

$500,000

§250,000 $175,250°

10 -.30;-‘:

0 Years 15 20 25

of pnncapai Shares, when [eder.mcd may be worth more or less than their or:gmal value.

1







‘The Bad News about Compounding

Compound interest is one of the most powerful financial forces around. When you are buﬂding sav- -
ings, its power works in your favor, However, when you have debt, the power of compound interest-
works against youl When you pay just the minimum balance on your credit cards, interest charges. are--
added each month to the remaining pnnopal Each month, your new balance is the principal PLUS"

the interest ... and that amount.gets compounded again and agam lt's easy to see how small debts :
grow large Wlth compound interest. o

Did you know |f you made a one—tlme $3, @@G purchase with no new

purchases and make the mln:mum payments, it would take 10 years

to pay ofF and you Would end up paying $2, 002 in interest charges"

Purchase - Interest charges

Assumes 18% ALK, amd a nﬁnimum_gaymem of 3.5% of the ba.lzgnce or $20 if more.

Revolvnng Debt vs. Fixed Debt

Credit card debt is what is known as “revolving” debt. The lnterest compounds daily xnstead of
“monthly which means you can pay much more in interest. Because there is no fixed amount that you
pay each month, your debt can go on forever. Additionally, your interest rate could change at airnost

: any tlrne and there | is Ilttle a consumer can do beyond paying off the entire balance atonce.

Look at how revolvmg debt can erode your fmanczal secunty

:Revolvmg Debt vs. leed Debt

Revolwng Debt $12,500 in -int_eres_t' paid____i...'_' G

gﬁ gggs(? 1 S%h 17 years and 2 months to pay o
- Pay month*, Lo . T T
g;);e(%(? gbﬁw BT $5,370 in mterest paid

- 3 years and 2 months to pay off

Pay $595/month fixed™

s *Assumes 1evolvmg paym:nt (muumum) is 3, 5% of r.he remaining b'ﬂancc or $20; whld‘:ever is gzcarel Fnst month’s payment is shown. and term assuimes conrmued payrncm of
" minirnum amount. No additional debr incurvéd and payments decrease gver tinie period. : :

*Assumes payment oi' 3.5% of nitial loan amount, no addmonal debr mcurred and inital paymcnt amount yemains fixed thmughout teim Df loan.

13 .



ct your target a{:count foryou using 4 variet _
get account, youl ro]l that payinent i into the payrient ¢ that you wiéte makmg on.  the next target account, These _

_ A As eadi’ debt is pald off ‘you apply the arount you were’
bt to the paymient thatyou were makmg on the next target accoun
g.alluw"s you t make the same total monithly payment e éach month (m the example it is $2,720 each mionth) tnward
an works best \ 'you do not accme y new debts You oontmue thls process 1 until you have paid offall of your ;
' vor you can appl: the amount you were. paymg towards your debt toward crmtmg wealth.

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.

Credit Card 2 $353

. Car Loan $551 | Carloan $551

. Credit Card 1 $303 | CreditCard1 $303 |

i
:
B
H

CreditCard 1 $303

'
1
H

Mortgage $1,293 | Mortgage  $1 ,293§ Mortgage $1,293 | Mortgage $1,293

Wlthout Debt Stackmg

23 years

$214,442

Interest Paid

Monthly Payments

ahove examp e is for ilhus is cinly. ‘Thé Debi Stacking con pr: sy rhar ) you make consistest payments.an all of yotr debss, (2) whcn youpay off
: ; yuu add the paymcm you were nmk.m' ting p-tymeiit on thenexe deb ins your plan (dhetefore you make the same wul

proccss uriil you have eliminared all of the di [ yous plan. In the example above, when the retail f: -

s jed payrment 1o $575- A&er ceadip card 2 s pa.:d £, the $573 is app].ted. to the cak loan Fﬂr atotal payment of

tal er mumh remams constant.

14









- Do you insure it?

uch is ng{gggﬁ

. @mbabiy & !@t more ‘1:3“’3 3 ymr mg‘“ or y’ur h@us@ .
| .’Yﬁu can’t giﬁ@m nm to] insure yﬁsur ite.

Whats its purpose'? .

N L[fe insurance should really be called * death protecuon because its purpose is to protcct the i the prernatuse :
U death of & breadwmner or a caregiver, Tt acts as a substitute for income. Remember when you calculated how much you'll earn in .
ymLf !erumc? It was a forume wasn't if? The potenual rlsk of [osmg that eammg powar is What makcs lee msuraucc a necessity.

o -\Nh o sh ou Id b uy st'?
Ma.mly people who havc othc:rs dependmg on them for income support If you have & non-eammg spou.se anc[/or cluldrf:n of
% “some ather significant financial obligation, you need life insurance. Your spoilse may also need coverage, even if he or she doesn

o “work, if child care or other & expenses wou.ld resul fr the sgouses death Ifyoure smgle, oF - have SLgmﬁcant cash
= probably dont need it Tymo _ e .

. "?Wha’c should you buy'?

Inexpensxve term life insurance. A commeon misconception about lLfe insurance is tbas itisa permanent need thar each ‘
";g':famﬂy has. This is totally untrue. Most financial experts see it asa way to sunply buy ume Lmtll you accumulate savmgs, not :
Tlasa perma.nent ﬁxtus:e in your ﬁnancml program . -

17



-' How __Llfe" Wofks

.Accordlng..::to the Theory of Decreasmg Responsnblllty (||lustrated below) your need for I|fe snsurance =
:'peaks along wnth your famlly responsnbllrtles When you e young, you buy Iow—cos’c death protectlon,

: Today d
PR b Young chlldren

"2 High debt ..
i House mortgage

X Loss of mcome would be devastatmg

I:"‘How Much Is Enough’

. ‘AtRetirement . -
et ‘l"G'rown‘Chi!dreh" o
"2, Lower debt
"'3 Mortgage pald

Retrrement ncome needed

- Ifyoure like rmsosc Amcncans, probably mofe tha.n yout hzrve! FIVE ) 10 tirmes your a.n.nual salary is a good rule of thumb Whatcver covcrage
y _f you choase, buy only one pohcy, and pur: the enure coverage amotint on thar policy. Sepa:are policies thcan seParatc feesand couid coist far more!

Consumer Tip: Buy life insurance exactly like you buy other kinds of insurance -
auto, homeowners, health - for protection only.
Wouldn't you think it was silly if someone tried to sell you auto insurance that included a long-term savings

plan? The same is true for life insurance. It pays to buy your insurance separately.
Remember: Never, never combine your savings with your life insurance.

18



E Some Questions About Cash \/’alue

‘your death benefit and a cash value feature. However, this doesn t enable youl o mammlzei he bel vefi

consumerists to direct consumers away from cash value

When it comes to life insurance, you have two basic chcnces Some Form of cash Va[ue hfe msuran'cé in- -
cluding universal fife) and term life insurance. Cash value, as a” bundled lpohcy, _requwes you 'to_ buy bot

of the Theory of Decreasing Responsibility. These concerms: have led maﬂy ieadi g ﬁnanual writer

Buy Term and Invest the Difference

\Xﬁth the “Buy Term and Lnivest the Difference” modf:l you have preater controi over - your bcneﬁts Because protecnon and

Q. With cash value fife insurance, how do you know what you are paying?

A. This can be hard to determine in a bundled product, espedially with universal and variable life. In addtion
to the cost of death protection, cash value policies may have significant fees. And with the “two-in-one”
approach, it's difficult to separate the cost of insurance from the other elements of the policy. This makes it
difficult to comparison shop. Any time you're not sure what you're paying, you risk making a bad decision!

19
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dividends.and cash values. However, for pure death protection only, nothing bcats the affordablhty of term lnsurance

'The chart below shows the dlfference in, the mdustry average premmm per thousand dollars of

protection between Primerica ferm insurance and cash value insurance. As you can see, the premrum
for ! two-for—one poimes is drastlcally hlgher than term! " ' S SR

$246,762__ :

-$9.48

Average Amount of

Average Premium Per
Protection (Face Amount)

- $1,000 of Protection

$88,488

$3.28

PrimericaTerm ;- Industry Average . ‘Primerica Term = lndustry Average
. Insurange* . . Individual Insurance .~ .~ " Insurance* -Cash:Value Insurance
i L (Total ln—Force) R i Sales

Clearly, the lower cost of term. can prowde a Way for fa_rmhes o ger. maximiim. death protecﬂon for mimmum _
dolla_rs Keep in mind that cash value insurance is.a bundled product and may 1nc1ude other ¢ components, such as.

179) protect famﬂies from ﬁnanaal rum in the event of the unumcly death ofa wage earner '

Amencan Councd OFLLH: {nsurers szc Insurms Fact Boolc 201 3 (U S. l'.lL'lIleCiE only') ® 2013 Sales k01 US I\"Y and CN

The Three “Nevers” of Buying Life Insurance
NEVER #1: Never buy any kind of “cash value” or whole life insurance, including universal life.
NEVER #2: Never buy life insurance as an investment.

NEVER #3: Never buy a life insurance policy that pays dividends.

21






As you begin "paying yourself first” you can invest money you've earmarked for your Eong-term goals’
through a tax-deferred retirement account. This aliows you to postpene paying taxes on your, earnlngs
That means more money is allowed to compound and work for you than if income taxes Were ‘taken
out of each year’s eamings. Take a look at the power of tax deferrak:

40 Years .

No Taxes Deferred
Taxes on Return Deferred ‘
Taxes on Contribution and Return Deferred Until Distribution

30 Years

20 Years

10 Years

I [ T
$58,900 $175,200 $4o4 600

-l
$857 500

$65,500 $229,600 $629,300 .| ' $1 609, zon :

588,700 $306,100 ' $839,100

Notg; Yo should consider your personal investment horizon or income wx bracket, both current and anici pa:cd when making a decision that could i unpact )
eomparison. This chart represents 2 yportherical investement and is not intended to represent the performanee of any investment. Asumes a federal 25% s brackr:t Lwer fax
rares o Capiral gains and dividends would male the investment retun o the txable investment more Fvorable, thereby reducing dhe ditference in perfomm.nce becween rh :
investments shown. Any te-deducdble conniburions are taed and wee-deferred growih may be taved upon withdrawal. Farings on the investment ars at 9% constant non
rate, compounced monehly. Acrual frvestments will flucraare in value. The above amounes are based on monthly contribuzions of $458.33 (earned i lncome, adjustedfor o
Investing enrals sisle, induding loss of principal. Sharcs, when redeemed, may be worth more or kess than theis origina valuc.

income taxes on. It PAYS to deduct. Remember to consult your tax ad\nsor regardmg your: perso_.al :
tax situation.

A deferral means that you can “postpone” payment of current taxes until a later date in the f uture,
commonly at retirement. The great thing about deferring taxes to retirement is the Ilkehhood that
you will be in a lower tax bracket when you do have to pay taxes on the money. e

1 Neicher Prirnerica nos iis representasives offer e planning services. For refaed questons, please refer to an appropriately licensed professional.
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 Which IRA Do You Prefer?

o]V h‘ave afew ch0|ces When it comes to IRAS ‘Which.one works best for your sﬁuation'?

.Trad:t1ona| IRA Deductlble

“- Benefit:: Tax savings now and 1 e deferral unsilrétivement. Saves you money by giving you and your spouse the .- .
S potenual to contribute $5,500 éach (f you mect certain reqmrements) off the top of your gross income, which

.-  reduces: your taxablé incomne. You postpone payment of taxes on any carnings until they are withdrawn at a date in
'-'the ﬁmﬁ' : commoniy' retirement. :

Tradttlonai IRA, Non- deductlble

* Benefit Earnings on yaur IRA are tax dcj‘érred until retzremmt Ifyou exceed certain income limits, your Traditional
:IRA contnbutmns may not be deducted from your. current tax bill. However, your non-deductible conttibutions will
o __'grow on a tax-deferred basis. $0 even though you weren’t able to deduct your contributions, more of your money is
allowed t© grow and compound than if takes were taken out of your account each year.

;5:-7-'.'Beneﬁt. Canmbutwm are not deductzble but you recetve tax dgferml on earnings and tax-free withdrawals laser.

s 'Contnbuuons are madc with after tax money However, when you withdraw the money from a Roth IRA, none of
it Wlli_bc taxed'* :

g *As Iong as rhr: account has bem open ar lcasr ﬁve  years and you are agr: 59V2 whcn you begin mthd.lawmg the proceeds.

ComPa"ng Tax Treafmeh‘ts :

Contribution Limit Up to $5,500 Up to $5,500
(For 2014) (Age 50 and above: {Age 50 and above:

' up to $6,500) up te $6,500)
Deductibility Deductible Non-deductible

(income fimits apply) ‘

Earnings - Tax deferred Tax deferred
Retirement Taxable Tax free if the Roth
Withdrawals IRA is held at least
(After age 59%2) five years
Distributions Required at age 70%2 No age requirement

- Income limitations may festrict the amouric that you may contnbune 102 Decluctible TRA or a Roth }RA. Additionally; the amount you may contribute
toaRethIRA S reduced by contributions to othiér TRAs. Withdrawals before 595 may be sub;ect to ordinary income and a 109 tax penalty. Primerica
X rep:esentatwes do nor offer tax advice. Consule your tax advtsor w;th a.ny questions. .
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% The hypothistical 9%

. taved and eax-deferiéd grow

t.,caif".’._fﬁbe stressed enoug
" Look at how

‘atAge 67

- the perfqnﬁ::uh;ébf any

of each year. Investing encails Hek |

T Accumulation Annual Accumulation
L EEA ' d of Year
- Individual A; Payment End of Year Payment En
- -Started i 22 $5,500 $6,020 22 0 0
-’ Contributing * - 23 5,500 12,600 23 0 0
Jat Age 22 24 5,500 19,70 24 0 0
d 25 5,500 27,670 25 0 0
SRR 26 5,500 36,280 26 0 0
i Stopped: 27 5,500 45,700 27 0 0
.- Contribiting 28 5,500 56,000 28 0 0
.atAge 29 .29 5,500 67,270 29 0 0
RN 30 73,580 30 $5,500 $6,020
31 80,480 31 5,500 12,600
32 88,030 32 5,500 19,790
33 96,29 33 5,500 27,670
34 105,320 34 5,500 36,280
35 115,200 35 5,500 45,700
36 126,010 36 5,500 56,000
37 137,830 37 5,500 67,270
38 150,760 38 5,500 79,590
39 164,900 39 5,500 93,080
40 180,370 40 5,500 107,820
41 197,290 41 5,500 123,950
42 215,790 42 5,500 141,600
43 236,040 43 5,500 160,900
44 258,180 44 5,500 182,010
45 282,400 45 5,500 205,100
464 308,850 46 5,500 230,350
47 337,870 47 5,500 257,980
48 369,560 48 5,500 288,190
a9 404,230 49 5,500 321,240
50 442,150 50 5,500 357,390
51 483,620 " 5,500 396,930
52 528,970 B2 5,500 440,190
53 578,610 53 5,500 487,490
54 432,850 54 5,500 539,240
55 692,260 55 5,500 595,840
56 757,200 56 5,500 657,750
57 828,230 57 5,500 725,470
58 §05,920 58 5,500 799,540
59 220,200 59 5,500 880,560
60 1,083,860 60 5,500 969,170
&1 1,185,530 61 5,500 1,066,110
62 1,294,740 62 . 5,500 1,172,130
463 1,418,380 63 5.500 1,288,100
&4 1,551,440 64 5,500 1,414,950
65 1,696,970 65 5,500 1,553,700
6b 1,856,140 66 5,500 1,705,460
&7 2,030,280 &7 5,500
$209,000







Bypass the Middleman

The bank takes their money, pays themn the current rate, maybe around 1% at this time, and then loans
that money out or invests that money directly in the economy. The bank receives high rates of i interest
on its investments and is happy to pay you a low interest rate for the use of your money. As a general i
ruie what you really have there is a “loaning” account, rather than a “savings” account: You are Iendlng ;
money to the bank and they are making a profit off your. money. You have no choice but to reverse the
situation, if you want to make your money work for you. You must become an “owner,” not a Ioaner
You must learn te “bypass the middleman.” : o

he Midg,
: Q,\}'? » ‘?’)

Your Money

~ Global Economy

Are You Earning a Guaranteed Loss?

Even theugh you may feel comforiable with the fact that investments in banks and savmgs and Ioans
are “guaranteed” against loss by the FDIC, what you are purchasing Wlth that klnd of guarantee
something you hadn't counted on — a guaranteed loss! '

You invest $10,000 at a 4% rate of return in your local bank

You ear interest for the year: AT | S | | .ﬁﬁﬁxi}ﬁ: |
But you pey $100in taxes on that interest at 25% _ : o PR f”ﬁﬁ@? .
So, your net earmings are: T | | L300
Your reSUItin:glJﬁbalence would be: - %”@ﬂ @@.t{
but if inflation s 3%, your buying power would be reduced to: - | i‘%? @,@ﬁ@

You would have actually earned no gain!

This 259 rax rate is hypothetical. A different wax rate will change the resule. Savings and CE zecounts are generally FDIC insured up 0 $250,000.

27



28




Mutual funds are a great way to “become an
- owner, not a loaner.” They give average families
the advantage of investing in the economy, with
the opportunity to minimize risk with professional
management and diversification. There's no doubt
that there is some risk ~ after all, you're buying
a little piece of the economy, and the economy
is influenced by many factors. But, as you've
learned here, in exchange for that risk, you have
the potential for a rate of retumn that few other
investments offer.



s Lt N . . . . : 2!
P css1onal mioney marniagers anest the ¢ pool” for gwgv -
you, kﬂCP ¢ thei investments under constant supervision. . & 8.8 &

The money managers use their knowledge 6f securities and . g@??
-changing market conditions to invest the pooled assets in

any dxf’fe.rent oompames within a vanf:ty of industries.

Ind:\ndual
‘Investors

Iobal

The Three "Ds" of Investmg

\ A good wzy 1 keep your focus on youir W}ule dollar—cost avcragmg ca.nt assure o ‘a bad way to invesi. The kﬁy is 0 maintain d
o goals i is to remeimber the three“Ds” of invest- .~ 2 proﬁt or protect agrainst loss; it does show’ ,long ~germ view ands stay focused o your goals.
i ing; Dollar-CostAveragmg, Disciplineand -~ how a systematic investing plati, sustained 3

9 chrsxﬁcauon : over a period of time has the potential to ) pay-;
off, relieving your worries about whether the

Dwers;ﬁcatlon -

» BC(HHSE there is fio smglc, perfect invest-

e Dollar-Cost Averagmg = - ment, take advantage of the next best thing &

L -cost averagmg means investing a marketis up or down sl o _.Wh.lch is to build your portfoho by balanc- """

*- . ertain fixéd amount each mionth, regardless Discipline -~ = " : " ing a variety of investments. Together these

: of whar's happening in the stock market. This By staying focused a.nd staymg mvested ‘investments help you achieve yoir goals a.nd '

' tes havmg to predicc when to invest through all market activity, you can increase .:':reduce your portfolio’s sisk: This may also .

Wi . yout long:térripotential beca even work to increasé retiitns by oﬁ"semng Josscsin |
2 handful of the best-performing days i t_he - oneasset cass with an opportunity for gmns s

Tunits when the pricés are iugh and more units - market over time can considerably dmnmsh *"in dnothef: Diversification does not assured :

thn the pnces ate iow your femrs. Experts say ma.rkct tu:mng i proﬁt or pmtec:t agamst loss.

Systematlc lnvestmg
' Who Do You Thmk Earnecl More Money"
Invcstor Abcgﬂn pu:chasmg hiS shares as the

my feet: soared: Right after Tnvestor B started pu:chasmg g 815

- hisshares, thcmarketﬁ:ﬂandmcnrecoveredtowhcrelt &

L was atd ebeguunngofhismvestmentpcnod e Bst0
. Tfyou picked Investor A, you'te wrong! Investor G

B was able to take advantage of the downturn in the - -

& ma:ket and use his $100 rnnnthly investmentto

: urchasc shares ata lower price; which meant more "+
shares piirchased. With his $600 investment he

' urchased _125 95 shares at an avcragc price of $4: 76

¥
U1

P Invastor & Month 1 Month 2 Month 3 Month 4 Month 5 Month & Ng?:,e;:f v
i InvestorAs 3600 investment purdlased 42, 28 | iovests pershare: $10.00  $12.00  $1400  $16.00  $18.00  $20.00 | Accumuiated |
shares at an average price of $14.19 per share. In Sty ot shares: 10.00 8.33 734 &.25 5.56 5.00 4z |
aﬂucu.lanngnmrket,lnvestorﬂwasablem N
. . wWay
accumulate more shares at a lower pnce than ‘ Invests pershare: $10.00  $700  $400  $2.00  $600  $1000 | ...
1 2
Tnvestor A did i in arising market.. " Lﬁmnm wolshares 1000 1429 2500  S0.00 1687 1000
That’stl__lcPUWEl'ofdollaPcostaVBragiﬂg..: !-_ R R TR AR
; “ | Amount invested  Number of Shares Avg, Cost
: in 6 months Accumulated Per Share
Doﬂ_:u'—cost averabx ng isa techmquc for 1<3wenng avcrage cost pet shate over time. Dollar-. .
. st averaging cannot assure a proﬁt or protece agmnst loss in declining miarkets. Investors . & 5800 42.25 1459
should consider their ability to consinue to invest in petiods of low price levels: These s 2500 I sa7s

e hypothaﬂcal md not mtended to reflect any specific mz.rket penod-
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_:conzmm shis zmd other mﬁrmatwn about the muthl _ﬁmd I’fm mayo
or by cantactmg PFS  Investments at 77 0'381 1000, You should read and consider the




