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EASY-TO-FOLLOW STEPS INSIDE

As you read through this guide, simply

follow the “Action Plan” listed at the 

end of each section. They’ll provide you

with step-by-step instructions to help 

you pursue your long-term goals.
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Getting Started

G
e

ttin
g

 S
ta

rte
d

It’s time to take charge of your financial life.

Why? Because, the earlier you get started 
the easier it will be to accomplish your goals.
This guide can help by providing a simple
framework to get you on the right path toward
overall financial health.

You’ll learn how to: ■■ Make the most of time

■■ Define your goals

■■ Get things in order

■■ Invest efficiently

■■ Build your portfolio
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Making the Most of Time

Put time on your side.
It’s really quite simple. The sooner you start
saving for your goals, the more time your
money has to work for you. Time has a
powerful ally called compounding — or the
earning of money on previous earnings —

which may help your money grow faster. 
In fact, by investing early, you have the
potential to invest less money — and yet
earn considerably more — than someone
who waits to invest, as illustrated in the
chart below.

When it comes to investing for your future, 
you have an incredible advantage: Time.

This is a hypothetical example and is not intended to predict or project the performance of any taxable or tax-deferred investment vehicle. It
assumes an 8% average annual return and includes the reinvestment of income dividends and capital gains distributions. The ending values do not
reflect taxes, fees, or inflation. Periodic investment plans do not ensure a profit or protect against loss in a declining market. Your own account may
earn more or less than this example.

INVESTOR A, who started at age 25, contributed one-third the amount over one-third the time ($3,000
annually for just 10 years), but still ended up with $105,000 more than INVESTOR B, who started 10 years 
later and put in three times as much.

Starting early can make a big difference

CONTRIBUTIONS & COMPOUNDING COMPOUNDING ALONE

$472,306

$367,038INVESTOR B waits 
to invest until age 35 Total Investment: $90,000

AGE 25 AGE 35 AGE 45 AGE 55 AGE 60

INVESTOR A stops
investing at age 35 

INVESTOR A starts
investing at age 25 

Total Investment:
$30,000 THE POWER OF COMPOUNDING
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Take a long-term view.
Investing over time also gives you the
added advantage of being able to take 
a long-term perspective. Longer time 
horizons allow investors to ride out the 
inevitable ups and downs of the market.
That’s because, historically, one of the best
risk reducers has been time. 

In general, the longer your time horizon,
the more volatility you can tolerate, the
more aggressively you can invest, and 
the higher the rate of return you can
reasonably expect to achieve. All of this
adds up to make your financial goals that
much more attainable.

Give up a little something today 
for a better tomorrow.
Of course, in order to start saving for
tomorrow, you may have to give up a little
something today. Having an understanding
of how even small changes can add up 
over time may make this easier. When you

take advantage of compounded growth,
investing even $2.50 a day (your daily cup 
of coffee) can make a difference tomorrow.
In fact, if invested in the stock market, the
cost of that daily cup could potentially grow
to nearly $20,000 forty years from now.1
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HERE’S HELP
Visit Fidelity.com/gettingstarted for 
online resources and tools to begin
building your financial future.

ACTION PLAN

■■ Commit to starting early

■■ Invest over the long term 

1 Periodic investing does not guarantee a profit or protect
against a loss in a declining market. Hypothetical example
assumes an average annual return of 8%.
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What does your future hold?
Let’s face it, changing habits can be 
difficult. In order to make changes today
that will pave the way for a brighter future,
you need to clearly define what it is you
want to achieve. In other words, what are
your financial goals? Are you saving for:

• A down payment on a new house? 

• Your child’s education? 

• An addition to your home? 

• An addition to your family? 

• Retirement? 

These are examples of financial goals. When
planning for your future, you’ll want to write
them down, prioritize them, and determine
how much time you have — and how much
money you’ll need — to reach them. 

How much will it cost?
Most long-term financial goals come 
with pretty big price tags. Here are some 
ballpark figures to consider:

• Down payment on a home: $50,0002

• 4 years of public/private college:
$42,544/$107,4163

• 17 years of child rearing: $250,0004

• Desired retirement savings: $1,000,0005

The good news is, you probably don’t 
have to pay for these things today. The 
bad news? These costs are only going 
to increase over time, thanks to inflation.
Even with a relatively low inflation rate of
3%, you’ll need twice as much money in 
25 years to equal the buying power you
have today (see chart on right).

By having a clear understanding of what you want to
achieve, how long you have to achieve it, and how
much you’ll need, you’re more likely to succeed.

Defining Your Goals

2 Estimate based on 20% of average price of U.S. houses actually sold in 2003 according to the U.S. Census Bureau.
3 Source: Trends in Student Aid 2003, The College Board
4 Source: U.S. Department of Agriculture, 2002
5 This is an estimate based on the potential cost of retirement for an individual retiring in 2004 who requires a household income in retire-

ment of $85,000. Assumes a post-retirement annual portfolio return of 7%, an annual inflation rate of 4%, and a life expectancy of 90.
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This is a hypothetical example of the impact of a 3% annual inflation rate on the named expenses over the course of 25 years.

ACTION PLAN

■■ Write down and prioritize your goals

■■ Determine how much time you have 

■■ Estimate how much money
you’ll need

HERE’S HELP
Try some of our online planning tools to
estimate future costs, such as retirement
(Fidelity.com/incomeplanning) and college
(Fidelity.com/college). 

Inflation’s impact on future buying power

How will you get there?
Facing the reality of what your dreams 
for the future may cost could leave you
wondering how you’ll ever get there.
That’s where investing — as opposed 
to just saving — comes in. Investment 
strategies that seek long-term growth to
beat inflation may make all the difference.

$1,000,000

$250,000
$107,416

$50,000

$2,093,778

$104,689
$224,905

$523,444

DOWN PAYMENT 
ON A HOME2

RETIREMENT5COLLEGE3 RAISING
CHILDREN4

COST IN 2004 COST IN 2029 
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Getting Things in Order 

Create your budget.
It’s time to put pen to paper to create 
your budget. Simply subtract your expenses
from your income to calculate your personal
“bottom line.” This will reveal whether
you’re living within your means, with some
funds left over to save and invest — or
spending more than you make. 

Adjust your spending.
The more you can add to your bottom line,
the more you’ll be able to set aside for the
future. So, take a closer look at how you’re
spending your money. Are there places you
could cut back? Remember, every little bit
adds up (see the chart below for ideas on
how to adjust your spending). 

6 These numbers are estimates and are for illustrative purposes only.

If you don’t know how much of your money is coming
in and going out, how can you plan for what’s left over?
And what’s left over is the key to reaching your goals.

Small changes can yield big savings6

$100 $1,200

$50 $600

$70 $840

$60 $720

$280 $3,360

Monthly Savings Yearly Savings

Bring lunch to work

Eat at one less restaurant a month

Buy one less coffee a day

Exercise at home instead of the gym

Total Savings:
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To help you tighten the reins, consider
making automatic contributions from your
bank account to your investment account,
which you can establish on a monthly basis.

Establish an emergency fund.
As a rule of thumb, everyone should
consider having enough cash set aside 
to cover at least 3–6 months’ worth of 
expenses. That way, if you lose your job, 
or if an unexpected expense crops up, 
you may be prepared to handle it without
having to rely on credit cards or loans. 

Reduce debt.
If you’re relying on credit cards to stay
afloat, you should consider taking imme-
diate action to reduce your debt. Think of it
as a form of investing. For example, if you
paid off $10,000 on a credit card that has a
12% interest rate, that’s like earning 12% a
year on a $10,000 investment, or $1,200 for 
each year you carry the balance. Not bad.

Protect your income and dependents.
You’re probably aware of the need for a
number of different types of insurance —
health, auto, home, etc. But once you reach
a certain point in life when you’re relying on
your income to support yourself — and a
family — it’s time to make sure you have
enough life and disability insurance.
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ACTION PLAN

■■ Create your budget

■■ Adjust your spending

■■ Establish an emergency fund

■■ Reduce debt

■■ Protect your income and dependents

HERE’S HELP
• Check out the Budget Worksheet

on Fidelity.com/goto/budget.

• Estimate how much life insurance
coverage you may need to provide
for your family’s security. Visit
Fidelity.com/insuranceneeds.
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Start with tax-advantaged vehicles. 
As you choose from the different investment
vehicles available to you, you may want to
consider the following hierarchy of savings: 

That’s because, in the same way that 
inflation can erode your savings, taxes 
can take a real bite out of the growth of
your investments.

You’re probably already familiar with the
percentage of your income that goes
toward taxes. But did you know that any
earnings you make on an investment are
often taxed as well? That’s why there’s 
such a significant benefit to utilizing 
tax-advantaged investments, as illustrated 
in the chart to the right. 

Now that you understand how you can organize 
your budget, your spending, and your debt, it’s time 
to make the most of your freed-up money. 

Investing Efficiently

PRE-TAX
Employer-matched/401(k)

TAX-FREE 
Roth IRA/529 Plan 7

TAX-DEFERRED
Non-deductible Traditional IRA/
Rollover IRA

AFTER-TAX
Brokerage Account

+

–

TA
X

 S
A

V
IN

G
S

7 Pursuant to the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA), qualified
distributions are federal income tax-free. The provisions of EGTRRA will expire on December 31,
2010. Unless the law is extended by Congress and the President, the federal tax treatment of 529
plans will revert to its status prior to January 1, 2002.
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Invest for retirement now.
Even if it feels far away, retirement should
be a top investment priority for everyone.
After all, for most of us, our income in
retirement will need to come primarily 
from our own savings. Fortunately, there 
are numerous tax-advantaged vehicles to
choose from:

Employer-sponsored plans: If your
employer offers a retirement plan with
company match, such as a 401(k) or

403(b), you may want to consider using
this type of investment vehicle first. That’s
because it not only allows you to benefit
from tax-deferred growth, it also allows
you to easily contribute pre-tax dollars
directly from your paycheck. This can be 
a huge benefit. You’ll not only pay less in
taxes now, you may even pay fewer taxes
later due to a potentially lower tax
bracket upon retirement. 
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Both hypothetical examples show the total amount you’d have after 25 years. The chart assumes a hypothetical $250
monthly investment and an 8% average annual rate of return, with the earnings from the taxable investment taxed annually
at a hypothetical federal income tax rate of 25%. Your account may earn more or less than this example. Investing in this
manner does not ensure a profit or guarantee against loss. 

By allowing investments to build on

the growth of previous years’ earnings

(rather than losing money each year

by paying taxes), a portfolio has a

greater opportunity to grow at an

accelerated, compounded rate — 

in this case growing to $236,863 vs.

$184,662 in the taxable account.

The potential value of tax-free growth (hypothetical example) 

Tax-free 
account

(Roth IRA)

Taxable
account

$236,863

$184,662

$250,000

$200,000

$150,000

$100,000

$50,000

0
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Individual Retirement Accounts (IRAs): 
Even if you’re contributing the maximum
amount to your employer-sponsored plan,
consider an IRA as the next building block
toward meeting your goals. Use the chart
above to help you decide which type may
be right for you.

Rollover IRAs: If you have employer-spon-
sored plans from various past employers, 
you may want to consider a Rollover IRA. 
In the event of a job change, you’re able to
move your eligible assets directly from your
retirement plan to an IRA. It’s a convenient
way to consolidate your assets — giving 
you greater control and possibly even a
higher level of service.  

Invest for a child’s college education.
If one of your goals is college tuition, 
there’s another kind of tax-advantaged
investment that may be appropriate for 
you. A 529 College Savings Plan9 may 
help your investments keep up with the
rising cost of college by allowing you to
save on a tax-deferred basis.  

Contribution
Eligibility8

Federal Tax 
Advantages

Withdrawals

Any age with compensation, subject to income limits: 

Single filers: Up to $95,000 (to qualify for a full contribution);
$95,000–$110,000 (to be eligible for a partial contribution).

Joint filers: Up to $150,000 (to qualify for a full contribution);
$150,000–$160,000 (to be eligible for a partial contribution)

Tax-free growth

Contributions can be withdrawn at any time without paying
taxes or penalties. Earnings can be withdrawn federal tax-
free and penalty-free if the 5-year aging requirement and
certain other conditions are met.

Under age 701/2 with 
compensation

Tax-deferred growth;
may be tax-deductible

Any earnings and 
deductible contributions 
subject to tax upon 
withdrawal.

8  You must be at least 18 and have earned income to open
a Roth or Traditional IRA at Fidelity.

Roth IRA Traditional IRA
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These plans offer a unique combination 
of features and benefits, including: 

• Federal tax advantages
• Low minimum investment requirements
• High contribution maximums
• No income limitations or beneficiary 

age requirements
• Beneficiary designation can be changed10

Utilize after-tax investments.
Once you’ve maximized investments in
tax-advantaged vehicles, you can still
make the most of your remaining assets
and monthly savings within accounts 
that do not offer specific tax advantages, 
such as brokerage accounts. A brokerage
account offers you access to a full range

of investments, such as stocks and
options, mutual funds, bonds, and 
other fixed-income securities. 

One benefit of taxable accounts is that
they provide increased liquidity, meaning
that your money is generally more acces-
sible than in some of the tax-advantaged
vehicles we’ve discussed. And they provide
the opportunity for substantial additional
accumulation since there are no limits to
the amount you can invest.
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ACTION PLAN

■■ Consider maximizing contributions 
to an employer-sponsored plan

■■ Consider establishing an IRA

■■ Consider a 529 Plan for your college
savings needs

■■ Consider opening a brokerage account 
for your various financial goals

HERE’S HELP
• Use the IRA Evaluator at 

Fidelity.com/iraevaluator to determine
which IRA might be best for you.

• Compare college savings plans at
Fidelity.com/goto/collegecompare.

9 The UNIQUE College Investing Plan, U.Fund® College Investing Plan, and Delaware College
Investment Plan are offered by the state of New Hampshire, the Massachusetts Educational Financing
Authority, and the state of Delaware, respectively, and managed by Fidelity Investments. If you are not a
New Hampshire, Massachusetts, or Delaware resident, you may want to investigate whether your state
offers its residents a plan with alternate tax advantages. Units of the Portfolios are municipal securities
and may be subject to market volatility and fluctuation.

10 See a fact kit for more details on changing beneficiaries.

11
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Start with the three asset classes.
As you put together your investment
strategy, it’s important to spread your
assets out among a range of investments
to minimize your exposure to risk in any
one industry or asset class. Therefore, your
portfolio will be made up of different
percentages of the following three 
asset classes:

• Stocks, which have historically 
provided the highest long-term 
returns in exchange for higher risk 

• Bonds, which typically offer moderate
returns and moderate risk compared 
to stocks

• Cash, which tends to offer the
least amount of risk in exchange 
for lower returns

Building Your Portfolio

When you’re ready to build your portfolio, 
determining what kind of an investor you are can
help you select investments and stay on track.

12
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Determine your asset allocation strategy.
So what’s the right investment mix? Well,
there’s actually no “right” answer, because
there’s no one-size-fits-all breakdown. Take a
look at the chart above for help in identifying
where you may fall on the “investor spec-
trum” — from conservative to aggressive.

Once you have a better idea of your
“investor profile,” it will be easier to consider
and evaluate different investment strategies
on the risk vs. return continuum. See the
sample “model” portfolios below. They 
represent asset allocation strategies for six 
different types of hypothetical investors.
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It’s important to take into account your time horizon, risk tolerance, and financial situation. 

Where do you fall along the investor spectrum?

■■ Short Time
Horizon

■■ Financially
Unstable

■■ Low Risk
Tolerance

■■ Long Time
Horizon

■■ Financially
Stable

■■ High Risk
Tolerance

Select your asset allocation strategy

These are simply examples of how your portfolios may be structured. You must make your
own determination based on your individual circumstances. 

H
IG
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R
 R
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K

Short Term

Conservative

Balanced
Growth

Aggressive Growth

Most Aggressive

CONSERVATIVE AGGRESSIVE

CASH/MONEY
MARKETS BONDS DOMESTIC

STOCKS
INTERNATIONAL

STOCKS 

HIGHER RETURN
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Consider mutual funds.
Mutual funds make it possible for you 
to invest in hundreds of securities with
one purchase, so they’re a great way to
achieve built-in diversification conveniently
and affordably, especially when you select
an all-in-one mutual fund solution. This
type of mutual fund is typically based on 
a preset asset mix or retirement date, so
you can select the mix or the retirement
date that fits your profile. Plus, all mutual
funds are run by a professional money
manager, making them an ideal choice 
for investors who don’t have the time or
depth of knowledge to make their own
individual selections.

Past performance is no guarantee of future results,
and diversification does not ensure a profit or 
guarantee against a loss.
The chart above compares a hypothetical investment of $100 made
June 1, 1998, in a diversified portfolio (50% common stocks [as meas-
ured by the S&P 500®], 40% long-term government bonds [as meas-
ured by 20-year U.S. government bonds], and 10% cash equivalents
[30-day U.S. Treasury bill] ) with a hypothetical $100 investment in a
non-diversified portfolio composed entirely of common stocks (as
measured by the S&P 500®) during a major market decline. Assumes
reinvestment of income and no transaction cost or taxes. 

Copyright Ibbotson Associates, 2004.

The importance of diversification.

Because no two investments perform
exactly the same way at the same time,
diversified portfolios tend to provide 
less volatile returns over the long term
and can help minimize risk. 

Historically, during market declines,
diversified portfolios have not fallen as
far as all-stock portfolios, and bounced
back faster.

14

$150

$120

$90

$60 
Dec
1998

Dec
1999 

Dec
2000

Dec
2001

Dec
2002 

Dec
2003

$131

$110

Diversified Portfolio

All-Stocks Portfolio 
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Keep your savings on track.
Once you’ve chosen your investments, it’s 
a good idea to commit to a regular contri-
bution schedule to keep your savings on
track. One way to accomplish this is to set
up automated electronic transfers, similar 
to scheduled electronic bill payments.
Automatic transfers can also help you take
advantage of dollar cost averaging — a
strategy that can help ensure you purchase
more shares when prices are low and fewer
shares as prices rise. Dollar cost averaging
does not ensure a profit or protect against 
a loss in declining markets. 

Monitor your plan — and keep investing!
Finally, revisit your strategy from time 
to time (at least annually or when you
have a life-changing event) to make sure
it stays on track. That way, you can help
ensure that all the hard work that’s gone
into your financial plan continues to pay
off. And, of course, keep investing!

11 Periodic investing does not guarantee a profit or protect against a loss in a declining market.
As with all of your investments through Fidelity, you must make your own determination of whether an investment in this security is con-
sistent with your investment objectives, risk tolerance, financial situation, and your evaluation of the merits of the security. Fidelity is not
recommending or endorsing this security.
Strategic Advisers, Inc., a subsidiary of FMR Corp., manages the Fidelity Freedom Funds.®
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ACTION PLAN

■■ Determine your asset allocation 
strategy

■■ Consider all-in-one mutual funds

■■ Set up automatic monthly investments

■■ Monitor your plan — and keep 
investing!

HERE’S HELP

• If you want instant portfolio diversification,
consider Fidelity’s all-in-one mutual funds:

Fidelity Asset Manager® Funds – visit
Fidelity.com/goto/assetmanager

Fidelity Freedom Funds® – visit
Fidelity.com/goto/freedomfunds

• Consider investing a set amount each
month automatically through Fidelity
Automatic Account Builder.® 11 Visit
Fidelity.com/goto/autoinvest

15

20041218.001.bro-6639  2/2/05  1:08 PM  Page 15



GET THE GUIDANCE* YOU NEED

Whether you need assistance choosing
investments or assessing whether your
current plan is on track, we can help.
Stop by one of our local Investor Centers
or call 1-800-FIDELITY to speak with 
a Fidelity Representative. You can also
visit Fidelity.com/planning.
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Open a Fidelity Account.® It’s easy. Whether you’re saving for
retirement or another financial goal, Fidelity has what you need.
Simply visit Fidelity.com/goto/openaccount to choose the type
of account that fits your goals.

Create an investment strategy. For investors just getting started,
consider all-in-one funds. They offer a convenient and affordable
way to build a diversified portfolio through a single investment.
Visit Fidelity.com/all-in-one-funds for more information. 

Commit to regular investing. Your investment success has 
a lot to do with forming the right habits. We suggest you invest 
a set amount on a monthly or quarterly basis with Fidelity
Automatic Account Builder. It’s easy to sign up; just visit
Fidelity.com/goto/autoinvest.

Putting Your Plan into Action 

Congratulations! You’ve covered a lot of ground. 
Now it’s time to take action and start investing today.

* Guidance provided by Fidelity is educational in nature, is not individualized, and is not intended to serve as the
primary or sole basis for your investment or tax-planning decisions.
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Click Fidelity.com

Call 1-800-FIDELITY

Visit Fidelity Investor Centers

Founded in 1946, Fidelity Investments has since grown to become one of the world’s largest
providers of financial services, with custodied assets of $1.9 trillion, including managed assets of 
$1.0 trillion as of July 31, 2004. Fidelity offers a wide variety of products and services to 21 million
individuals and institutions. The firm is the largest mutual fund company in the United States, the
number one provider of workplace retirement savings plans, one of the largest mutual fund 
supermarkets, and a leading online brokerage firm.

Please carefully consider the fund’s investment objectives, risks, charges and expenses before investing. 
For this and other information, call or write to Fidelity or visit Fidelity.com for a free prospectus. Read it
carefully before you invest.

Fidelity Brokerage Services, Member NYSE, SIPC, 100 Summer Street, Boston, MA 02110 GETSTRBRO-1004
367662 1.803164.100
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