Introduction to SWS

—(O)D—



SWS programs

Education program

[ ]
in the fa” education program
attend seminar series
« Seminar Series member .. iete investment project

« Investment Project

Research Teams

« Becoming an expert in an industry

Analyst oi

. research team
Associlate

lead as Analyst

iuctr 3
 Giving stock pitches
Investment
- Investment Board Board member
« Evaluating stock pitches chapter officer investment board
» Practical experience in investing cvenitheboaid :i';fd" , ‘
and managlng a porthIIO run the day-to xiv;«.‘f, 'Ar]h-.["»;l
- Executive Board chapter

* Running the day-to-day
operations of SWS




Requirements of SWS Members

- Attendance at all Seminars (10 weeks)

- Completion of Investment Project

« Must sign-up after Week 3; thereafter, you will be placed in
Investment Project groups and assigned a stock to cover
Must complete Mini-Projects throughout the 10 weeks
Mandatory meetings with your point person
Investment Report and Presentation due at end

- Other Requirements: For example,
attend one stock pitch presentation from

Research Teams at an Investment Board
meeting



Other Announcements

- Please enter any other announcements
here.




SWS Fall Seminar Series Overview

Week 1: Introduction to Investing

Week 2: Understanding the Stock Market

Week 3: Practical Guide to Investing Now

Week 4: How to Find Good Investment ldeas

Week 5: Understanding Financial Statements

Week 6: Evaluating Companies with Financial Metrics
Week 7: Coming to an Investment Conclusion

Week 8: Guest Speaker (Topic TBA)

Week 9: Guest Speaker (Topic TBA)

Week 10: Final Presentations




Personal Investing Program

Week 1
Why is personal finance and investing important now?
How do | get started?
Investment vehicles
Diversification and risk
Setting an investment strategy

Week 2
Introduction to stocks
How the stock market works

How investor behavior affects investment decisions
Lessons from successful investors

Week 3:

Opening your personal investment account
Comparing brokers, fees, etc.

Understanding taxes and other practical considerations



Date

Introduction to Investing

Speaker
Position
Company

© 2007 Smart Woman Securities. Materials are for

SWS members’ use only. All rights reserved.



Tonight’s Agenda

- Market Update

- Why is Personal Finance and Investing Important
Now?

- How do | get Started?
- Investment Vehicles
- Diversification and Risk

- Setting an Investment Strategy



Market Update

- Have speaker comment on what
happened in the markets for past
week.

- We encourage speakers to create a
slide of important occurrences (see
next slide for example).




- S&P200 gained 2.3% on the week; DJIA was up 2.1%
while the NASDAQ was up 2.9% as investors seemed
less concerned about risks in the credit markets

- There were mixed technology results as Apple &
Microsoft posted solid positive Q3 earnings; rising
concerns about semiconductor valuations

- Merrill Lynch wrote down $7.9b in losses from
subprime losses, although the stock rallied on reports
that CEO Stan O’Neal would be ousted

- Bank of America announced 3,000 job cuts in the
corporate & investment banking division

. Crude oil futures climbed above $92; some analysts
expect it to surpass $100



Why is Personal Finance and
Investing Important Now?

—(O)D—



Why does it matter when | start?

- Scenario 1: Right now, at age 20, you start investing
$4000 per year for 10 years by using your savings
from summer jobs and eventually or full-time job. You
never save another dime.

- Scenario 2: You decide that you don’t have enough
money to save right now because you need to live in
that ultra chic apartment, so you decide to wait. At age
30, you start investing $4000 per year for 10 years.

. Scenario 3: You don’t start investing because you need
money for a car and then a house, and before you
know it, you are 40. You decide to start investing
$4000 per year for 10 years.



Scenario 1: Investing NOW

Interest Rate: | 10%
Age Year |[Annual Investment |Interest Assets
zZ s 4005 A0S G40 I 5 5w s w00
! ! 42 22| $ - $ 20,007 | $ 220,081
23 3 $ 4,000 | $ 1,324 | $ 14,564 43 23 $ N $ 22008 | $ 242,089
K 4,000 [$ 1,856 |$ 20,420 24l 24l TS 24200 | § 266298
26 6| $ 4,000 $ 3,086 $ 33,949 46 26| $ _ $ 29,293 | $ 322,221
27 79 4,000 | $ 3,795 | $ 41,744 471 27/ $ - $ 32222 | $ 354,443
28 8 3 4,000 | $ 4574 |'$ 50,318 48] 28| s - $ 35444 | $ 389,887
29 9 % 4,000 | $ 5,432 | $ 59,750 49 29| $ - $ 38,989 | $ 428,876
30 10| $ 4,000 | $ 6,375 | $ 70,125 50 30| $ - $ 42,888 |$ 471,764
31 11/ $ - $ 7,012 | $ 77,137 51 31| $ - $ 47,176 | $ 518,940
32 12 $ - $ 7,714 | $ 84,851 52 32| % - $ 51,894 |$ 570,834
33 13/ $ - $ 8,485 $ 93,336 53] 33/ % - $ 57,083 |% 627,917
34 14| $ - $ 9,334 | $ 102,670 54| 34| % - $ 62,792 | $ 690,709
35| 15/ $ - |$ 10,267 |$ 112,936 55 35/ $ - | $ 69071 % 759,780
36| 16/ $ - |$ 11,294 $ 124,230 56| 36| 3 - |$ 75978 | $ 835758
37 173 - |$ 12423 $ 136,653 57| 37| % - |3 83576 % 919,334
38 18 $ ; $ 13665 | $ 150,318 58 38| $ - $ 91,933 | $ 1,011,267
39 19 $ - $ 15,032 | $ 165,350 59 39 % - $ 101,127 | $ 1,112,394
40 20/ $ - $ 16535 $ 181.885 60 40| $ - $ 111,239 | $ 1,223,634
- - ' ’ 61| 41| $ - |'$ 122,363 | $ 1,345,997
° Y h 62 421 $ - $ 134,600 | $ 1,480,597
ou rEtIre Wlt g 63 43 $ - |'$ 148,060 | $ 1,628,656
al m OSt $ 2 mi I I |O N at 64 443 - |$ 162,866 | $ 1,791,522
65 45| $ - $ 179,152 | $ 1,970,674
$ 40,000 $1,930,674 $ 1,970,674

age 65.

Note: Assumes 10% annual return and no tax effect.



Scenario 2: Investing at 30

Interest Rate: | 10%
Age Year |[Annual Investment |Interest Assets

1 1% s s - 41 21 % ~$  7012]$ 77,137
IR RS s - 42| 22% ~'$ 7714 | $ 84,851
3 3% s RS - 43| 23]% - |$ 8485 $ 93,336
o4 4% s R - 44| 24| $ - |$ 9334 |$ 102,670
5 5§ s R - 45| 25/ $ - |$ 10267 | $ 112,936
6 6 % s s - 46| 26| $ - 1$ 11294 | $ 124,230
57 71 s s - 47 27/% - |$ 12,423 | $ 136,653
28 8 ¢ T s RIS - 48| 28] $ - |$ 13665 $ 150,318
IR TS TS - 49| 29| - |$ 15032 |$ 165,350
30 10$ T T - 50 30| $ - |$ 16535 | $ 181,885
31 11]s 4000 ' $ 400 |$ 4,400 51 3119 - | $ 18189 |$ 200,074
32 12/ % 4000 |$ 840 |$ 9,240 52| 32|% - | $ 20007 $ 220,081
33 13[$ 4000 |$ 1,324 $ 14564 53| 33| % - | $ 22,008 % 242,089
34 143 4000 $ 1,856 $ 20,420 S4] 34/ % - % 24209 $ 266,298
35| 15 % 4000 | $ 2,442 | $ 26,862 55| 35/ % - |9 26630 $ 292,928
36 16 $ 4000 | $ 3,086 | $ 33,949 56| 36/ $ - |$ 20293 % 322271
37 17$ 4000 | $ 3,795 | $ 41,744 2573 g;i : i 25’421421421 2 ggg’gg
38 18 $ 4,000 | $ 4574|$ 50,318 2 35 ¢ e —aione s o
39 19/ % 4000 | $ 5432|$ 59,750 2o 20l 3 e areen | & 4 764

40 20/ $ 4000 | $ 6375|$ 70,125 ’ :
61 41]$ - |$ 47176 | $ 518,940
62 42| $ - |$ 51,804 | $ 570,834
. . 63 43/ $ - |$ 57,083 |$ 627,917
. You retire W|th 64 44/ $ - |$ 62792 $ 690,709
65 45 $ - |$ 69,071 $ 759,780

$700,000 at age 65_ $ 40,000 $ 719,780 $

Note: Assumes 10% annual return and no tax effect.



Scenario 3: Investing at 40

Interest Rate: | 10%
Age Year |Annual Investment |Interest Assets 41, 21 $ 4,000 | $ 400 | $ 4,400
21 1] $ - % - % - 42 22|'$ 4,000 | $ 840 | $ 9,240
22 2| $ - % K - 43 23|'$ 4,000 | $ 1,324 | $ 14,564
23 3 $ - % - % - 44 24| $ 4,000 | $ 1,856 | $ 20,420
24 4 $ - % - % - 45| 25| $ 4000 |$ 2442 |$ 26,862
25 5 $ - % - % - 46| 26| $ 4000 | $ 3,086 |$ 33,949
26 6 $ - % - s - 47| 27| % 4000 | $ 3,795 |$ 41,744
27 7% - % - s - 48| 28| $ 4000 |$ 4574|$ 50,318
28 8 $ - % K - 49 29| $ 4000 | $ 5432|$% 59,750
29 9 $ - % - % - 50| 30| $ 4000 $ 6,375|$% 70,125
30| 10 $ - % - % - 51| 31/% - $ 7012|%$ 77,137
31 11| $ - % - % - 52| 32| % - $ 7,714 3$ 84,851
32| 12|% - $ - $ - 53] 33| % - $ 8,485 | $ 93,336
33 13|% - |8 - % - 54| 34| $ - $ 9,334 |%$ 102,670
34| 14'$ - % - % - 55| 35/ $ - |$ 10267 |$ 112,936
35 15/% - % - % - 56| 36/ $ - |$ 11,294 |$ 124,230
36| 16/ $ - % - |8 - 57| 37/ $ - $ 12,423|%$ 136,653
37 17| $ - % - |38 - 58| 38| $ - $ 13,665|% 150,318
38| 18| $ - % - % - 59| 39| $ - $ 15,032 |$ 165,350
39| 19| $ - % - % - 60| 40/ $ - $ 16,535|% 181,885
40| 20| $ - % - | $ - 61 41| $ - $ 18,189 | $ 200,074
. . 62| 42| $ - $ 20,007 | $ 220,081
¢ YOU I‘etll’e W|th 63| 43| $ - $ 22,008 |%$ 242,089
64| 44| $ - $ 24,209 |$ 266,298
$250,000 at age 65. s 15 5 s e s sorom

Note: Assumes 10% annual return and no tax effect.



Money Grows with Time

A Power of Compounding

— Start with $1,000

— Putitin an investment that earns 10% each year
0 10% of $1,000 = $100, so after the first year, you then have $1,100
0 Approximately every seven years, your money doubles

0 “Rule of 72”: 72 - Annual percentage rate = Amount of time to double your
money

- 1.e,72-10=7.2 years

After 7years  $2,000

After 14 years  $4,000 )

After 21 years  $8,000

After 28 years  $16,000 All with an initial
investment of only

After 70 years  $1,004,000 $1,000!

Source: Neuberger Berman, “Investing 1017 from Oct. 20, 2005




The Time Value of Money

- Time value of money
— Start with $1,000, earning 10% each year ... but also ADD $1,000 every year

$1,400,000
After 50 years, you’ll have §1,281,299 »
$1,200,000 only put in $50,000... but
you will have $1.2 million+ /
1,000,000 .
$1, ’ in the bank! /
$800,000
$600,000 $487,852 /
$400,000
$181,943/
$200,000 tEA- OO
J $64,002
$2,100  $3,310 $7,716 $18,531/
$0 L T g T + e — I I |
After 1 After 2 After 5 After 10 After 20 After 30 After 40 After 50
Year Years Years Years Years Years Years Years

Source: Neuberger Berman, “Investing 1017 from Oct. 20, 2005







How Do | Get Started?

—(O)D—



Personal Investing Steps

- Step 1: Set your financial goals

. Step 2: Understand investment
vehicles

- Step 3: Understand risks and returns

- Step 4: Develop an investment
strategy

- Step 5: Implement your strategy

- Step 6: Monitor the performance of
your investments

Source: Adapted from Ernst & Young Personal Finance Guide



Step 1: Set Your Financial Goals

- In order to set your goals, you need to:

— Determine a time horizon (Are you saving to buy a car, a
house, or retirement?)

— Determine your investment profile (What stage in your
life are you? How much money do you need to live on?
How much risk can you tolerate?)

— Understand your priorities (What goals are the most
Important to you?)

— Quantify your priorities (How much money are you
planning to save and invest and how much do you wish to
have? Do these align?)



Step 2: Understand Investment Vehicles

three main asset classes alternative investments

» growth real estate
hedge funds

private equity
Bonds » income venture capital

options

=S

» liquidity commodities

000

stability




StOC kS (Primary Source for Growth)

.- A stock is a piece of ownership in a “public”
company

— Anyone can purchase this stock
— Shares = how much of a company you own

- As the company’s business grows, the per share
value of the stock grows to reflect this

— Many companies also pay back dividends to shareholders
(for example, a company may pay out $1 per share each
year) as an incentive to purchase the stock

- Your investment return = Dividends (money the
company pays out to share holders) + Returns
(rising value of shares also called capital gains)



BOnd S (Primary Source for Income)

A bond is an “1.0.U.”

 You are loaning money to someone (Federal Government, Municipal
Authorities, or Corporations)

You expect the initial loan amount will be returned to you at
a stated time in the future with periodic interest payments.

e This is a reason why bonds are also referred to as “fixed income”

* You also receive additional regular “payments” for use of your money, often
called “coupons”

Types of bonds (taxable fixed income)
- Bank CDs = safety and insurance
- U.S. Treasuries = safety
- Corporate bonds high/medium quality

- High yield bonds = |ower quality{high volatility
(“junk bonds”

Tax-exempt
- Municipal bonds —  federal, state, local




CaS h (Primary Source for Stability & Liquidity)

You may have checking or

+ Also known as "money "l Barik of Amaticar
market” accounts Citizens Bank.
— Checking/Savings Accounts with Do you know what
Interest return you’re earning
_ Bank Money Market Funds LIS L
— Mutual Fund Money Market Funds
0 Taxable 0.05%
0 TaX'exempt Checking ,:cn:(;l:irg;at Bank of
— Short-Term Bonds (less than one year)
0 Treasury Bills 0.20%
° LOW Y|EId / retu rn " bUt YOU Regular Savings Acgount at Bank
know your money will be of America
there when you need it




Alternative Investments

. Mutual Funds Mutual Funds, Index Funds,
and Derivatives (options,
- Index Funds futures) are generally focused
. . on returns from stocks (or a
¢ De r|Vat |Ve S group Of StOCkS)
) Ot h er There are many other types of
— Commodities investments; these are just
some that you may have heard
— Real Estate before
— Hedge Funds |
5 : We will talk more about
— Private EC]UIty Investing in mutual funds and

— Venture Capital index funds in Week 3




Step 3: Understand Risk and Returns

These are two important components when judging
investments

— The earlier examples about the time value of money were based on earning
a 10% return every year

0 But 10% return a year is not always possible

Not all investments have the same risk; thus, not all
investments yield the same return

— For example, Treasury Bonds (issued by the US Treasury) are considered
low risk, and therefore offer a lower return

Higher risk leads to higher returns

— You must be compensated for taking on higher risk investments whose
growth is harder to predict (more volatile) than lower risk investments

Returns are relative to the market

— If your return is 10% a year, but the market return is 15% a year, then you
are doing worse than the market

— Other factors, such as inflation, must be considered as well. If inflation is
10% and your investment return is 10%, your “real” return is 0%



Risk Tolerance Spectrum

High Risk High Return
Small Company Stocks

International Stocks
Large Company Stocks
Corporate Bonds
Government Bonds

Cash Equivalents
Low Risk Low Return

Source: Ibbotson Associates. Past performance is no guarantee of future results.



So, what should | invest in?

- Now that we know some of the main
categories of investments, what should
we invest in?

— Depends on your risk profile
— No one allocation is best

— Diversification is key in handling risk

0 Don’t just buy stocks, but diversity by buying stocks, bonds,
and keeping cash to provide balanced returns

— Also have a diverse mix within any one asset class

0 For example, within stocks, you may have large-cap and small-
cap, growth and value, and stocks from different sectors




Diversification

- Diversify to:
— Capitalize on low-correlation of asset classes or sectors
— Diminish single-class investment risk in the event of a downturn

— Offset losses in one asset class or sector with gains in another
0 Example: When stocks are negative, bonds tend to be positive

30% — 0O S&P 500 Index

B U.S. Long-Term Government Bonds
20% -

l U.S. Long-Term Corporate Bonds

10%

0% +

-10% -

-20% -

-30% -

-40% -

-50% -

1929
1930
1931
1932
1934
1937
1939
1940
1941
1946
1953
1957
1962
1966
1969
1973
1974
1977
1981
1990
2000
2001
2002

Source: Ibbotson Associates. Selected years shown represent all calendar years from 1929 to 2005 in which the S&Pabi@0niegativie total return.U.S. Lofiggrm Government Bonds are represented by thgeeda® U.S. Government Bond and U.S. Lérgym Qorporate

Bonds are represented by the Citigroup U.S. Broad Investment Grade Index.Past performance is not indicative of futteasssolige that indices are unmanaged and do not take into account any fees or expenses of investing in the indiieduthbseicayi track, and that
individuals cannot invest directly in an index. Data about the performance of these indices are prepared or obtaineggyBeemaa and include reinvestment of all dividends and capital gain distributions. See Appendix for complete desceptiordekeThe data presented
herein represents securities industry market data as of the dates specified. It does not represent Neuberger Bermearuerttwesain reflect the fees and expenses associated with managing a portfolio. The material is based upon inforveatimmsidat reliable, but we do

not represent that it is accurate or complete, and it should not be relied on as such. This material is not intenibeohé&b esearch report and should not be construed as an offer to sell or the solicitation of an offer to buy any skomiitg. sA v al ue may fl uct
interest rates, market conditions, credit quality and other factors. You may have a gain or loss if you sell your bemdsapuiity. Of course, bonds are subject to the credit risk of the issuer. Government bonds and Treasury Bills aretteéldétalitn and credit of the United
States Government as to the timely payment of principal and interest.




No Asset Class Leads Every Year

Annual Percentage Returns by Asset Class (1998-2007)
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Since no one
asset class
outperforms
every year, it
IS important
to be
diversified.

Currently,
SWS focuses
on the stock
market, but
we hope to
expand with
time.




No Sector Leads Every Year

A - D)o a A€ O N - ° U
Technology | Healthcare Technol Fi ials Technology | Technology  Utilities |Real Estate Real Estate |Technology |NOil&Gas | Oil & Gas Financials
2348% 54.74% 36.35% 48.94% 70.30% 83.68% 56.08% 11.69% 3.63% 51.04% 3243% 34.09% 14.76%
Healthcare | Financials Real Estate [ Telecom Telecom c;:l:rli-:::r Healthcare C;:;?ﬁz:r G(gl::drzer Real Estate |Real Estate [ Utilities 0Oil & Gas
10.76% 50.86% 34.61% 40.65% 51.82% 30.10% 37.84% 765% _471% 36.89% 3122% 15.35% 1455%
Malora | Teclogy Financials | STt R | s RealEstie| vt | Maloils | Ul |Real Etate | Heathcare
4314% 34.00% 2765% 2404% 9.63% 13.93%
5.51% 40.58% 47.29% 2710% 163% —8.32% 35.68%
C
Qil & Gas | Telecom | Oil& Gas |Healthcare Healthcare Fi | pe Fi iall Telecom |Healthcare Jf Technology
148% 40.69% 28.36% 36.88% 39.09% 26.94% 5 "]: -1235% 18.70% 8.32% 1242%
Consumer Consumer | Consumer 2 - - = - . Consumer = =
Gonis | e e |[OQRCRSGIEES] o (OISR o pred [
0.49% 2395% | 26.82% : : - - 3264% : -
Real Estate | Utilities Uilities Telecom G‘g'::l;':fr Healthcare | Financials | Financial M::;'i;ls c"é'j;'d':e’
-0.85% 31.88% 28.76% 18.41% 4.49% -20.81% 3223% 13.39% 1.96% 9.49%
C G s Basic Consumer
Health Technol I Utilities  [SOII & Gas: : -
Goods ¥ Goods Materials Services
31.84% 18.66% 22.91% 10.80% 152% —2119% 25.74% 13.05% B82%
= B Consumer = = Basic Consumer e Consumer
Financials |[DOIF&Gas e Qi& Gas Financials | Healthcare Materials Telecom B Utilities s Technology
—4.44% 30.03% 13.25% 22.48% 751% —4.03% 15.66% -1277% o510% 24 91% 13.02% 331%
Telecom C;:;l:cr::r MS:: slli';ls Qil & Gas | Real Estate C;:ri?on;:r Healthcare CE:::;M C;:::ﬂ";:' Cl:;\:::;er Utiliies
BB 6w 12.60% R 5% sy | 12B% 24.30% 10.27% 204% s
Csc;nr:lij:;:[ Mglal:i:Is Uilities | Real Estate MS; slli:Is ng:dlr;er Technology | Utilities Telecom |Healthcare | Healthcare CS:.Ir:li-:::' MS;sr::Is
832% 18.15% 404% 18.09% —897T% 10.22% -3699% | -2618% = -3455% 19.43% 455% 193% 773%
Utilittes |Real Estate  Telecom M:::w;ls Real Estate | Utilities Telecom |Technology Technology | Telecom Technology | Telecom Telecom
—12.21% 1765% 0.04% ET% -2112% —1319%  -4027% | -2834% -38.66% 733% 1.76% -4.00% 2.89%
Total Total Total Total Total Total Total Total Total Total Total Total Total
Market Market Market Market Market Market Market Market Market Market Market Market Market
0.21% 36.62% 22.02% 31.81% 24.90% 22.12% -923% -1195%  -22.08% 30.75% 12.01% 6.33% 10.39%




Step 4: Develop an Investment Strategy

- Select an asset allocation plan (How much
money do you want to put into stocks, bonds,

etc.?)
— Should be dependent on some of the characteristics we
discussed earlier.

— Should change with time as your needs and risks change.
- Some possible asset allocations:

— Contingency Plan — primarily money market accounts

— Your Retirement Now — primarily stocks

— Your Retirement when you are 70 — primarily bonds

- Take into consideration transaction costs and
tax effects




Important Risk Controls

 Understand Your Current Allocation of Funds for Long-
Term Investment

— 5-10 Year Rule for Stocks

— 3-5 Years for Longer Term Bonds

— 1-3 Years for Short-Term Bonds

— 1 Year or Less Money Market / Savings Accounts

 Avoid Market Timing
* Do Not Follow the Herd

 Diversify with Mix of Stocks, Bonds and Cash




Step 5: Implement Your Strategy

- You can buy various investment vehicles
through:
— An investment advisor or financial planner
— Broker — either online (E*Trade) or full-service (Fidelity)
— A mutual fund

— We'll spend more time on this topic in week 3.

- Many do dollar cost averaging strategy
when deciding when to buy
— For example, if you have $2500 to invest, instead of

doing it all at once, you invest $500 a month for 5
months.




Step 6: Monitor Your Performance

- Monitor your investments from time-
to-time to make sure they still align
with your financial goals.

- Trading frequently results in high
transaction costs, which lessens your
return, so be cognizant of how often

you are trading.

- Be aware of tax differences between
long and short term holdings.




- |t’s important to start saving and
investing now because of the time
value of money and compounding
Interest!

- Create a financial plan for your

personal investing needs, goals, and
risk tolerance.

- Remember that diversification can help
mitigate risk.




Coming Up

Week 2
Introduction to stocks
How the stock market works
How investor behavior affects investment decisions
Lessons from successful investors

Week 3:
Opening your personal investment account
Comparing brokers, fees, etc.
Understanding taxes and other practical considerations

Weeks 4-7:

Learning how to find investment ideas, research stocks, and
create investment reports.




