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  Investments 7: Understanding Mutual Fund Basics
 Understand the advantages, disadvantages, types and classes of mutual funds
Understand how to calculate mutual fund returns
  We did Case Study #6-1: Before Tax and After-tax Portfolio Returns to show how to calculate mutual fund returns and the impact of taxes on a portfolio of Funds (use Learning Tool 33 – Calculating After-tax Returns)
 Understand the costs of investing in mutual funds
  We discussed the different types of earnings and taxes?
  We divided into groups and filled in the spreadsheet TT32
 Understand the process of how to buy a mutual fund
 Understand plans and strategies for mutual funds
 Investments 8:  Picking Financial Assets
  Understand why you should wait to pick stocks until your assets are larger 
  We discussed why you should not pick individual stocks first when your assets are small? It violates investing principles:
 (3) Stay diversified, 2. (4) Invest low cost, 3. (6) Know what you invest in, 4. (8) Don’t try to beat the market.  
 Investing in individual stocks is not required for a successful portfolio 
  Understand where to find important information on mutual funds and stocks
  We shared Morningstar which is a good free source for BYU students.  
 Other sources are Google Finance, Yahoo Finance, etc. 
  Understand what makes a good mutual fund and the big deal about index funds
  We talked about how do you choose a good mutual fund
  Key criteria include:
  Have them determine the criteria, write on the board. They may include:  1. Diversification, 2. Low cost, 3. Low turnover, 4. Low un-invested cash, t. No style drift, 6 Small tracking error.
 We shared the big deal about index funds
  We finished the assignment last time to pick individual mutual funds from Morningstar.  Each group shared their asset.
  The six groups to reported on their preferred International, REIT, Large Cap / EM, Small Cap, and Emergency Fund mutual funds
  We reviewed each Fund in class and evaluate them from criteria determined as a class  
  We did Case Study #1 (Investments 8) on Selecting large caps
  Take Aways
  __________________________________________________________________
  __________________________________________________________________
  __________________________________________________________________
Key Formulas in Finance



Following are a few important formulas in Finance.  However, with most things in life, some are more important than others.  The first will help you calculate the expected return for your portfolio.  You learned this formula in your Business Management 410 Investment’s class.  The second will help you calculate the expected risk or variance of a portfolio.  It is a more challenging calculation which you also learned in Investments.  The final formula is the most critical of all the formulas discussed.  It is how do you calculate your expected return for life.  If you will follow this formula, it will make a major difference in your life and it will help you will make all of life’s decisions correctly.


1. Expected Return of a Portfolio:
The weighted return of a portfolio is the sum
Of the weight of each individual asset times the expected 
Return of each asset
[image:  \operatorname{E}(R_p) = \sum_i w_i \operatorname{E}(R_i) \quad ]


2. Variance of a Portfolio:
The variance of a portfolio is the sum of the weight squared times the
Standard deviation squared, plus the sum of the weights times the standard deviations 
Times the correlations between the assets
[image:  \sigma_p^2 = \sum_i w_i^2 \sigma_{i}^2 + \sum_i \sum_j w_i w_j \sigma_i \sigma_j \rho_{ij} ]

3. Expected Return for Life:
The key to life is to always make sure that what you want (wYw) is always less that what God wants (wGw).  If this is the case, you will always put your Heavenly Father first,
and yon will receive the blessings of always remembering Him
and seeking first the Kingdom of God 
wYw < wGw
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