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Savings = Paying Yourself

You can pay yourself or you can 
pay someone else, which would 
you rather do?

John and Adam are 
high school friends…

Key Definitions:
{Saving} 
Putting money away so that you have a nest egg. 

{Investing}
A compliment to saving, where you take part of your savings and invest them in the 
hope of making your money grow. It is important to note that savings and investing are 
complementary to each other, investing does not replace saving. You should continue to 
save, while investing.

{Credit Score}
A score that helps lenders determine your creditworthiness and what interest rate to 
charge you. The better your score, the more likely you are to get approved for a loan 
and the more likely you are to get a lower interest rate.
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48 49 Chapter 4 - Saving versus Investing

L        k for 
Resources

To Be Continued
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The Value of Time

Key Definitions:
{Asset Allocation}
The mix of stocks, bonds, real estate, crypto currencies and other investments 
that make up the entirety of your portfolio. Knowing your asset allocation 
helps understand your risks and expected returns. 

{Compounding Returns} 
Earning money on ‘earned’ money. For instance, you save and invest 
$1,000, which grows to $1,100 because your investment appreciated by 
10%. The next year, the investment rises by another 10%, meaning you now 
have $1,210 - your initial $1,000, the $100 you earned last year, the $100 
you earned on your initial investment this year, plus the $10 you earned on 
last year’s $100 earnings.

{Inflation} 
A general persistent rise in the price of goods and services, making them more 
expensive and therefore reducing the value of money. $1,000 50 years ago 
was worth a lot more than $1,000 today - because of inflation. 
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Age 18 to 30 Age 30 to 60

3% Annual Return 7% Annual Return

See Compounding Returns
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66 Chapter 7 - What about student loans for college? Tricky question...




