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Disclaimer

The information in this presentation is for educational purposes only and is not
intended to be a recommendation to purchase or sell any of the stocks, mutual
funds, or other securities that may be referenced. The sécurities of companies
referenced or featured in the seminar materials are for illustrative purposes
only and are not to be considered endorsed or recommended for purchase or
sale by Betterlnvesting™ / National Association of Investors™. The views
expressed are those of the instructors, commentators, guests and participants,
as the case may be, and do not necessarily represent those of Betterinvesting.
Investors should conduct their own review and analysis of any company of
interest before making an investment decision.

Securities discussed may be held by the instructors in their own personal
portfolios or in those of their clients.” Betterlnvesting presenters and volunteers
are held to a strict code of conduct that precludes benefitting financially from
educational presentations or public activities via any Betterlnvesting programs,
events and/or educational sessions in which the& Igarnu ate. Any violation is
strictly prohibited and should be reported to the CEO of Betterlnvesting or the
Director of Chapter Relations.

This presentation may contain ima%es of websites and products or services
not endorsed by Bettérinvesting. The presenter is not endorsing or promoting
the use of thesé websites, products or services.

We may be recording this session for our future use.
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What We Will Cover

 Why invest in cash?
e What’s ‘cash' as an asset class?

* Strategies to maximize cash investments
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This Photo by Unknown author is licensed under CC BY.

Why Invest in Cash?

1-Most cash investments are considered safe,
compared to stocks & bonds
due to low volatility.
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2-Cash is a fiat currency,
which is issued and insured
by the U.S. government.
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Cash is Trash or King?
Asset performance during bear markets, (1966—2020)
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Commodities

tions. Past performance is no guarantee of future results.

What's Cash as an Asset Class?

™

1-Treasury Bills

2-Certificates of Deposits (CDs)

3-Money Market Accounts
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Though less liquid than other assets, these tend to pay a higher yield for tying-up
your money for a short-time.
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Treasury Bills (T-Bills)

T

Short-term (from 4 to 52

weeks) securities issued at a discount rate by
the US Treasury, backed by the US
Government.
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-Goal is to maintain highly stable value.

-A 3-month T-Bill was paying as high as
542% |n m|d_May_ ;:‘s::yl::hl‘\'nv‘e:ln‘«ramav‘n'cumnammm(oémwy_mmis%l“hﬂ‘llfa.laulmwﬂlm.amlhayue
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Treasury Bills
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1. Treasury offers T-Bills 2. Investor purchases bill 3. Government uses funds 4. Investor is paid par value
at auctions
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. S Robinhood L
Investors buy at TreasuryDirect ouree: Robinhood Learm

site or on secondary market
through a bank or broker.
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For example: T-bill is purchased at a discount of $950. Investor redeems 1 year
later for $1,000 and makes a profit of $50.
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Certificate of Deposit (CDs)

m

A type of bank deposit that offers a fixed rate of return for locking away your money
for a set period of time.

-Generally 3 months to 5 years.

-CD’s yield is typically higher than
T-bills.
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-CDs a fully taxable the moment the bank (..mhesfc-" )

NOT at maturity.
Y 1 Put in a lump sum of money

-Majority of top rates can be achieved with 2 Wait a specified period of time
at least $10,000. 3 Withdraw your money plus
interest!
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Money Market Account

"

It’s an interest-earning savings, which offers investors the benefits and features of both a
savings and checking account.

-Not to be confused with a Money Market Fund = an investment that is sponsored by
an investment fund company.

-FDIC-insured and generally pays higher interest rates than regular savings accounts.
Some come with debit cards and limited check-writing privileges.
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-Fees and limitations as banks often require a minimum initial deposit and balances
must be maintained over a certain threshold while they are active.
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T-Bills & CDs Strategy

Let’s say you have a big purchase coming
up (a house, medical procedure, a trip...)
you can plan ahead and purchase a T-bill
or CD for 3 or 6 months ahead of the
purchase, then collect the yield when
you sell.
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Schwab Center for Financial Research

*Be mindful of tax implications*
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CD Ladder Strategy

Offers the higher rates of a longer term on a shorter-term: a portion of your cash becomes available more
frequently, not just once at maturity.

term CDs, but liquid funds are available more frequently.

3 years 3 years

W
e Step Three: Repeat. All of the funds are invested in long-

Step Two: When the short-term CDs
mature, reinvest into long-term CDs.

2years 3 years

M(* m's m»

3 years 3 years

k3
Gulf Coast Bank & Trust Company
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Step One: Split up your investment
6 across CDs with staggered terms.
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#2: CD Ladder Strategy (2)

A shorter version: Buy 6-month CDs at the bottom end of the
ladder and 2- or 3-year CDs at the top.

Funds become accessible twice a year instead of just once co
annually, but you would earn top rates available for 2- to 3-year
CDs instead of waiting for 5-year rates.

DO NOT let it roll over at maturity at the same institution with the

same rate. Shop around find a better rate and start a new CD to 9 12
maximize profits. s
®

b

Schwab Center for Financial Research

*Be mindful of tax implications: CD earnings are taxed when the bank applies them to your account,
regardless of when you withdraw your CD funds*
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LET’S REVIEW
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3 months to 5 years

4 weeks to 1 year (52 weeks) . . 6 to 12 months None
*longer term maximizes the yield*
~5 % ~5%
~5% ~ 5% ? °
Variable Fixed
! Variable Variable
-Fully taxable. X
-Exempt for state & local taxes. -Variable interest rates means that they rise
-Early Withdrawal Penalty (EWP), usually and fall with inflation. -Can withdraw/ transfer cash out.
-Interest earned is taxable X !
taken from earned interests. o .
(federally) at date of maturity. -Limited transactions with checking account
-Inflation can eat away at value held at  and check-writing capabilities. -Balances must be maintained over
-Susceptible to rising interest fixed rate. a certain threshold while they are
rates, inflation, and monetary -Balances must be maintained over a certainactive.

-Fixed rate could cost more if interest rates

policies such as QE. | N
increase during the term.

threshold while they are active.

-Buy at auction on

ITreasuryDirect.gov site. Search for best rates offered by an FDIC-  Search for best rates offered by an FDIC- Search for best rates offered by an

-On the secondary market through insured bank. insured bank. FDIC-insured bank.

your bank or broker.
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Information Adapted From

-Cussler, Jordan. Benched? Investors Don’t Need to Keep their Cash in the Dugout. BetterInvesting
Magazine, September 2023.

-Investopedia, www.investopedia.com, Accessed 10/5/2023.

-Schwab Center for Financial Research, “Cash Investing Strategies”, www.schwab.com, Accessed
10/8/2023.
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-TD Ameritrade Education Center, “Short-term Strategies for Investing in Cash”, www.tdameritrade.com
now www.schwab.com. Accessed 10/5/2023.
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Thank you for
joining us!
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