
Money at Work 1:  
Foundations of investing
The formula for a better investing strategy?  
You plus knowledge.

INVESTING IN YOUR FUTURE: A TIAA FINANCIAL ESSENTIALS WORKSHOP
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You can schedule an appointment with  
a TIAA Financial Consultant today. 
Please visit TIAA.org/schedulenow. 

Or, call 800-732-8353, weekdays, 8 a.m. to 8 p.m. (ET)

It’s not how much you earn.  
It’s how much you may save.
Anyone can take steps towards securing a better financial future and 
retirement. It’s not about how much money you make. It’s about planning 
ahead, budgeting and saving. Time and its effect on money—when invested 
wisely—is essential to helping you reach your goals. The sooner you start 
planning and preparing, the better.

Saving now to savor later
Americans are managing to save only 6.6% of what they earn.1 Planning  
for a secure retirement may involve delaying gratification. You may have to  
go without something you want now to feel secure after you’ve left the 
workforce and a steady paycheck.

Psst, want a hot investment tip?
Here it is: Get out of debt. It’s one of the best investments you can make. 
Paying off debt frees money to be put towards investments, an IRA, an 
annuity or some other vehicle. Please keep in mind that there are inherent 
risks in investing. It is possible to lose money by investing in securities.

Start with a goal. Then, give it time. 
A common goal is to save 10% of income each year…more if possible. But 
don’t let the 10% goal scare you. Experts say that if people can’t save 10%, 
save 8%. Save anything. They also say to put money away in something 
where it’s not easy to reach so you can let the money compound over time.

Mixing it up
Where you put your money is as important as how early you begin putting 
it away. Ninety-one percent of a portfolio’s performance is determined by 
the variability of the portfolio and not individual investments or market 
timing.2 You should keep in mind that diversification cannot ensure a profit or 
eliminate the risk of investment losses. Consider all investment information 
and your personal circumstances before making any allocation decisions. 
The old adage about not putting all your eggs in one basket applies here.

A few facts to consider:

On average, people are saving only 6.6%  
of their annual income for retirement.1

More than 90% of investment returns  
are determined by how investors allocate 
their assets versus security selection, 
market timing and other factors.2

60% of workers say they are currently 
saving for retirement.3

1  U.S. Department of Commerce, Bureau of Economic Analysis, “Personal Income and Outlays, August 2018,” September 2018
2  Brinson, Singer, and Beebower. “Determinants of Portfolio Performance II: An Update,” Financial Analysts Journal, May-June 1991
3  Employee Benefit Research Institute, Retirement Confidence Survey “2018 RCS Fact Sheet #3: Preparing for Retirement in America,” April 2018
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Please keep in mind that this example is for illustrative purposes only and is not intended 
to project or predict returns. Investments are subject to various risks, fees and expenses 
that will affect this mathematical principle.

Stocks (aka equities)
Equities, also called stocks, represent shares of ownership in 
publicly held companies. They have historically outperformed other 
investments, but you have to keep in mind that past performance 
does not guarantee future results. Stocks are the most volatile in  
the short term than any other asset class, which gives you the 
potential for big gains and big loses. Returns and principal will 
fluctuate so that accumulations, when redeemed, may be worth  
more or less than original cost. So it can be all about timing.

Real estate
Real estate can be one of two things. Generally, it’s your home or 
investment property. But it can also refer to shares of funds that 
invest in commercial real estate. Investing in real estate helps protect 
future purchasing power as property value and rental income run 
parallel to inflation. But their values tend to rise and fall more slowly 
than stock and bond prices, giving you a bit more stability. Real 
estate is subject to various risks, including fluctuations in property 
values, higher expenses or lower income than expected, and potential 
environmental problems and liability.

 Fixed income
Fixed income or bond investments, generally pay a set rate of interest 
over a given period, then return the investor’s principal. They give 
more stability than stocks, while their value may fluctuate due to 
current interest and inflation rates.

Money market
Money market investments are relatively safe, liquid, short-term 
investments; examples include: government issued securities,  
CDs, banker’s acceptances, euros and commercial paper. While  
they are less volatile than stocks and bonds, and offer a safe place 
for short-term investments, they have a lower potential for growth 
than other options.

Guaranteed

 A guaranteed asset is one with a fixed rate and is backed by the 
claims-paying ability of the issuing insurer. The benefit guaranteed 
assets provide is that they preserve your principal amount invested, 
and they provide a specified minimum return.

Asset classes 

The rule of 72

Build your investment mix

Are you ready to start thinking about 
your investment goals, risk tolerance 
and needs? Using the asset classes as 
a reference point, you can use the pie 
chart to help determine how you want 
your portfolio to look. Remember it’s not 
about the amount of money you have 
to invest, it’s about the percentage you 
allocate to each class. Use a different 
color to fill in the % amount you are 
allocating to each class.

STOCKS  _______________ %

REAL ESTATE  _______________ %

FIXED INCOME  _______________ %

MONEY MARKET  _______________ %

GUARANTEED  _______________ %

TOTAL  =  100 %

The rule of 72 can help figure out how long it 
may take to double the principal investment. 
Divide the return rates for each asset class 
(as whole numbers) into 72. The answer is 
the number of years it will take to double 
an investment. Then consider how many 
times the principal can hypothetically double 
before retirement.

72/your rate of return as a whole 
number = years it will take to  
double your money

Rate of 
return

Rule of 72 
answer

Years  
until 

retirement:

_________

Years to double 
principal investment

Savings 0.04%

CD 0.90%

US T-Bills 3.50%

Bonds 5.95%

Real Estate 9.15%

Stocks 10.08%

Still have questions about your 
investment mix? Keep in mind that  
your allocation may change upon 
further analysis. You can schedule an 
appointment with a consultant who  
will help you with your portfolio based 
on your short- and long-term goals.
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Key investment terms glossary 
Annuity:
An annuity is a contract designed for 
retirement income or long-term investing to 
provide a stream of income payments for 
an agreed-upon time period in exchange for 
fixed contributions or premiums. There are 
two types:

 W “Fixed” or Traditional annuity—pays 
an income for a specified number of 
dollars based on a predetermined rate. 
Guarantees are backed by the claims 
paying ability of the issuer.

 W Variable annuity—pays an income at 
set increments depending on the option 
selected, based on the current value 
of a fixed number of annuity units, 
which fluctuate based on the underlying 
investment performance.

Asset allocation:
A risk management method—by investing in 
various asset classes, you may reduce your 
exposure to investment volatility. However, 
there is no guarantee that asset allocation 
reduces or increases returns.

Bond:
A bond is an IOU. When you buy a bond,  
the issuer promises to pay back principal 
with interest at a future date.

Compounding:
The impact time has on money; it’s when 
interest is being earned on both a principal 
balance and previously earned interest that 
has been reinvested.

Mutual fund:
A pool of money that’s invested in stocks, 
bonds or other investments. When you send 
money to the fund, you’re buying shares 
in the fund. A mutual fund does not offer 

lifetime income options. These can be  
open-end or closed-end funds, and can be 
actively or passively managed. They can be 
growth or value funds. 

Risk tolerance:
Your ability to handle the inevitable downs 
in your portfolio’s value. If you have a low 
risk tolerance, you’ll want fewer higher-risk 
investments. Conversely, if you have a higher 
risk tolerance, you’re more likely to commit 
more of your funds to equities.

Roth IRA:
An Individual Retirement Account that offers 
tax-free growth and tax-free withdrawals, 
subject to a few exceptions and limitations 
including an early withdrawal penalty. You 
don’t get a tax deduction for the amount 
of your contribution, but because the 
money is taxed when you first put it in the 
account, you don’t have to pay taxes on your 
contributions when you withdraw it after 
you retire. Always check with your financial 
consultant to discuss details regarding your 
specific account.

Stock:
Also called an equity—it’s a piece of a 
corporation.

Traditional IRA:
An IRA that offers tax-deferred growth. 
Contributions may be tax deductible and 
there are no income limits to contribute.  
You reduce your current taxable income by 
the amount of your contribution, and aren’t 
taxed on your investment earnings while 
your IRA grows. When you withdraw money 
from your IRA during retirement, the money 
is counted as taxable income. Remember, 
there is a penalty on any IRA if you withdraw 
funds prior to turning 59½.
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Bank savings accounts are insured by the FDIC and may offer a fixed rate of return, whereas the return and 
principal value of other investments will fluctuate with changes in market conditions. Rates on government 
bonds are fixed and principal, if held to maturity, is guaranteed. US corporate bonds offer a fixed rate of 
return and principal value. Although common stocks have produced higher historical returns, they may subject 
principal to greater risk than other types of investments. Equity mutual funds generally carry a higher degree 
of risk than fixed income funds and accounts. Investments in IRAs are subject to market and other risks. 
Withdrawals of earnings from a retirement account or annuity are subject to ordinary income tax, plus a 
possible federal 10% penalty if you make a withdrawal before age 59½. Past performance is no guarantee of 
future results. It is possible to lose money when investing in securities. 
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4 Employee Benefits Research Institute, Retirement Confidence Survey “2018 RCS Fact Sheet #1: Retirement Confidence,” April 2018
5  Employee Benefits Research Institute, Retirement Confidence Survey “2018 RCS Fact Sheet #3: Preparing for Retirement in America,” 

April 2018

Gaining more confidence
Thirty-six percent of working Americans and 25% of retirees say they are not too confident or not at all 
confident about having enough money for a comfortable retirement,4 and about 40% of workers are not 
contributing anything to a retirement plan.5 We’ve got to put something in if we expect to get something out. 
Start saving, and watch what can happen to your confidence level.

You may have more than you think you do
When you look at your budget, there are often places you can save. Eat in more often. Cancel your cable.  
The money you save can work toward your retirement.

Taking stock
Since the stock market historically performs well over the long term, many people are better off in the market 
than out of it. If you have 30 years left in the workforce, the day-to-day market fluctuations have less impact 
on an investment strategy. The earlier you start saving for retirement, the longer your retirement account will 
have a chance to grow. Of course, past performance is no guarantee of future results.

An IRA may be one way
Learn which of the two distinct types may be right for you. With a Roth IRA, you don’t get a tax deduction for 
the amount of your contribution, but you also won’t pay income tax on your contribution when you withdraw 
it after you retire, subject to a few exceptions and limitations. With a traditional IRA, you reduce your current 
taxable income, and you aren’t taxed on your investment earnings while your IRA grows. But when you 
withdraw money during retirement, that money will be taxed. And, there is a penalty if you withdraw money 
before you’re 59½.

Important note: Keep in mind that there are inherent risks in investing and that it's possible to lose money 
by investing.
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The TIAA group of companies does not give tax advice. Taxpayers should seek advice based on their own particular circumstances from an 
independent tax advisor.

You should consider the investment objectives, risks, charges, and expenses carefully before investing. Please call 877-518-9161  
or log on to TIAA.org for current product and fund prospectuses that contain this and other information. Please read the 
prospectuses carefully before investing.
This material is for informational or educational purposes only and does not constitute investment advice under ERISA. This material does not take 
into account any specific objectives or circumstances of any particular investor, or suggest any specific course of action. Investment decisions should 
be made based on the investor’s own objectives and circumstances.

Investment, insurance, and annuity products are not FDIC insured, are not bank guaranteed, are not bank deposits, are not 
insured by any federal government agency, are not a condition to any service or activity and may lose value.
TIAA-CREF Individual & Institutional Services, LLC, Teachers Personal Investors Services, Inc., and Nuveen Securities, LLC, Members FINRA  
and SIPC, distribute securities products. Annuity contracts and certificates are issued by Teachers Insurance and Annuity Association of America 
(TIAA) and College Retirement Equities Fund (CREF), New York, NY. The Retirement Advisor is a brokerage service provided by TIAA-CREF Individual  
& Institutional Services, LLC, a registered broker/dealer and member of FINRA. Each is solely responsible for its own financial condition and 
contractual obligations.

©2018 Teachers Insurance and Annuity Association of America-College Retirement Equities Fund, 730 Third Avenue, New York, NY 10017
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TIAA is here to help
You can visit TIAA.org/schedulenow.

Or, you can call 800-732-8353, 
weekdays, 8 a.m. to 8 p.m. (ET)

Tools and calculators

Retirement Advisor - TIAA.org/setyourgoals

IRAs

Asset Allocation Evaluator

TIAA.org/tools
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