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Introduction to 
Retirement 

 

In this unit participants will gain an understanding of the importance of long-
term planning. Within this instruction students will learn the importance of 
cash flow, personal financial plans, wills and trusts. 

Exploration of money, lifestyle choices and relationships will help 
participants proactively prepare for their financial future.  
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 Current Retirement Situation 

Questions about Retirement 

Warm-up Activity 

Use the following space to take a first stab at defining how you want to spend your retirement.  

Jot down any thoughts you have about family and relationships, physical health and well-being, 
philanthropy, fun, toys, your spiritual self, money, career, hobbies, and personal growth. Just 
get some rough ideas on paper. 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

 Road to Retirement - Current Road Conditions 
Each of us has a different vision of retirement. For some people, it means spending more time 
with family. Others want to travel the world. Some folks might have to continue working, but 
still want a sense of financial security. 

Even though there are millions of possible retirement goals, we all have one thing in common: 
we have to find a way to pay for our senior years. The definition of retirement has changed 
over the years. 

• The old definition of retirement was “withdrawal from one’s position or occupation or 
from active working life.”  

• The new definition of retirement is “achieving a state of financial wellness and security 
so you can live the lifestyle you desire.” 
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 Questions about Retirement 

Even if you do keep working, your goal in this new retirement age is to have enough financial 
security to earn income doing something you enjoy and feel passionate about. 

There are lots of compelling reasons to start your retirement plan as soon as possible: 
• Have enough money to feel secure. 

• Be able to work if it aligns with your passion. 

• Be able to live the lifestyle you want to live. 

• Be able to take care of your family. 

• Rid yourself of the worries and stress that go hand-in-hand with bills and debt. 

• Be free to do what you want when you want. 

• Have independence and security. 

• Be able to make a difference in the world. 

• Freedom from worrying about having enough money to enjoy life. 

• Be able to purchase things like toys or travel. 

Retirement Quotes 
“Retirement has been a discovery of beauty for me. I never had the time before to notice 
the beauty of my grandkids, my wife, the tree outside my very own front door. And, the 
beauty of time itself.” Hartman Jule 

“I enjoy waking up and not having to go to work. So I do it three or four times a day.” 
 Gene Perret 

“Retirement gives us the freedom to spend our days following our passions and making a 
lasting difference in the world.” Vince Shorb 

 “The question isn’t at what age I want to retire; it’s at what income.” George Foreman 

“It’s nice to get out of the rat race but you have to learn to get along with less cheese.” 
Gene Perret 

“Retirement is like a long vacation in Las Vegas. The goal is to enjoy it to the fullest, but 
not so fully that you run out of money.” Jonathan Clement 
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 Current Retirement Situation 

Lesson Activity: Getting Off Course 

Following is a list of the most common reasons people get into financial problems. Place a 
checkmark next to each area on the list where you feel you need to improve. 

� Do not clearly define how much money you need to live the lifestyle you desire once 
you retire. 

� Lack a clear financial plan. 

� Do not have a trusted financial mentor, advisor, or coach. 

� Poor financial choices due to the lack of financial knowledge. 

� Lack the confidence they need to make necessary financial moves. 

� Poor financial choices due to emotions. Fear and greed motivate most choices. 

� Take advice from the wrong people. Most advice comes from unqualified 
salespeople and friends. 

� Had a few problems that snowballed. 

� Unrealistic expectations of investment returns. 

� Do not invest properly due to lack of knowledge. 

� Do not take advantage of employee benefit plans or tax laws. 

� Continue with poor financial habits they developed at an early age. 

� Do not properly plan their estate. 

Many people will have quite a few checkmarks on this list. If you do, it’s okay. You’re taking the 
right steps by studying this material. 

Now you know some ways people get off course. Let’s talk about how to avoid these common 
pitfalls and stay on track with your dreams. 

 Money and Emotions 
Managing your money can be scary, exciting, worrisome, motivating, or stressful; but don’t 
wear your heart on your sleeve. Responding to money emotionally could result in hasty 
decisions based on your emotions instead of on logic. Try to keep your emotions in check. 
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Before making a financial move, determine that you’re making a decision for the right reason, 
not just as an emotional response. 

Emotions make us do things that we wouldn’t normally do. Have you ever liked someone so 
much that you did something risky to show off, or got so nervous that you put your foot in your 
mouth? That’s because emotions block out logical thinking. 

The biggest negative emotions that affect people when they make financial decisions are greed 
and fear. They want more money and at the same time are scared of losing what they have. 

Your levels of happiness, sadness, and stress all have an impact on how you view your money 
situation and make decisions to change it. People who manage their money while carrying this 
emotional baggage make bad decisions more often than someone with a clear, relaxed, 
business-focused mind. 

Lesson Activity: Money and Emotions 
List the emotions Cynthia may experience in each of the following situations: 

SCENARIO EMOTION(S) 

Cynthia gets her 401K statement and it’s 
gained 10% in one month. 

 

The next month, Cynthia’s 401K statement 
shows a loss of 12%. 

 

Cynthia thinks she should move the money, 
but she’s not sure what investment would 
be best. 

 

A friend tells Cynthia about a stock that’s 
ready to shoot up. This friend knows 
someone who works for the company and is 
putting his entire savings into the 
investment. 

 

Cynthia pulls her money out of her 
investments and uses it all to buy the “hot” 
stock tip. It’s down 35% this week … but 
she’s holding on. 
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 Current Retirement Situation 

Now that you’ve identified the connection between your emotions and money, it’s important to 
learn how to remain emotionally detached during financial decisions. Consider the following 
equations: 

1  +  1    =  2 
No emotional attachment. 

1  +  1  + stress, worry, fear  =  -1 
Fear will keep you from taking a risk. 

1  +  1  + greed, overconfidence  =  5 

Greed will force you to take a risk that might not be wise.  

Lesson Activity: Financial Stress Indicators 

Rank each of the statements below to gain a better understanding how your emotions may play 
a part in your financial decisions. 
 

How do you feel about your current financial situation? 

          
Not Stressed Highly Stressed 

How do you feel when you make small financial decisions? 

          
Not Stressed Highly Stressed 

How do you feel when you make large financial decisions? 

          
Not Stressed Highly Stressed 

How do you feel when you think about retirement? 

          
Not Stressed Highly Stressed 

How do you feel when you talk to your loved ones about money? 

          
Not Stressed Highly Stressed 
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To lessen the impact emotions play on your financial decisions, consider the tips shown below. 
Check those tips that you choose to follow. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

STRESS REDUCTION TIPS 

� Only invest with risk capital — that is, money you can 
afford to lose. 

� Gain a high-level knowledge base about any 
investments you’re considering 

� Build a team of trusted advisors. 

� Before making any decision, take time to evaluate it 
logically. 

� Reduce the influence of emotions by partaking in an 
activity that reduces your stress levels. Weigh your 
options at times when your emotions have less impact 
— during exercise, prayer, meditation, deep breathing, 
a relaxing morning cup of coffee, or whatever method 
works for you to reduce your emotional response. 
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 Current Retirement Situation 

Lesson Activity: Risk Tolerance 

It’s important to choose investments with which you are emotionally and financially 
comfortable. People have different levels of tolerance for risk-taking in financial matters. But 
with most investments, the greater risk you’re willing to take, the greater the potential return. 

Take the risk tolerance test below to give yourself a rough idea of the amount of risk with which 
you are comfortable. 

1. You won $20,000 in a contest. What do you do with that money? 
a. You invest it all into a hot stock tip that you think will quadruple your money. 

b. You decide to spread it across various investments that you feel can generate 
good returns. 

c. You want to keep the money safe, so you put it into an investment that gives you 
minimal growth but cannot lose money. 

2. You invested in a few stocks and now you’re down 50%. Your account started at 
$20,000; now you’re at $10,000. What do you do? 

a. You let it ride and hope it goes up. 

b. You sell and make other investments you believe will be better. 

c. You sell and put the money into a safe investment that offers low returns but 
where you can’t lose money. 

3. In which of the following would you rather invest? 
a. A stock where you can lose all your money but which has the potential for huge 

returns. 

b. An investment where you can limit your losses, but your gains are likely to be 
average. 

c. An investment where you cannot lose money, but you are making consistent, 
small returns each year. 

For a more comprehensive risk tolerance test, visit www.njaes.rutgers.edu/money/riskquiz to 
take a quiz that was developed by two university personal finance professors: Dr. Ruth Lytton at 
Virginia Tech, and Dr. John Grable at Kansas State University. 
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 Questions about Retirement 

Lesson Questions 

1. Which of the following is one of the compelling reasons to start retirement planning as 
soon as possible? 

a. To indicate what will happen to my dependents if I should pass away. 

b. To make sure I have adequate insurance coverage for all my properties. 

c. To avoid feeling emotional about financial decisions. 

d. To rid myself of the worries and stress associated with debt and bills. 

 

2. What are the most common emotions influencing money decisions? 
a. Greed and anger. 

b. Love and disgust. 

c. Fear and greed. 

d. Trust and respect. 

Essential Questions 

What is the new definition of retirement? ____________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

What are some important questions people need answered about retirement? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 
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 Investments 

Introduction to Investing 
 

Warm-up Activity: 
What do each of the following quotes mean to you? 

“When you’re making money doing what you love, you are already retired.”  

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

 “Many describe the new retirement as having the freedom to do what you want to do, 
when you want to do it.” 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

 Preparing to Invest 
The reason many people invest is to achieve financial freedom. The term “financial freedom” 
means something different to each person, but many define it as being able to have the lifestyle 
they want and knowing they can afford it financially. To work toward attaining this goal it’s 
important to get your money started growing for you instead of having to work for every penny. 
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 Introduction to Investing 
Here are some important terms that relate directly to your financial freedom: 

• CASH FLOW is the difference between the money you have available at the beginning and 
end of an accounting period. 
o Positive cash flow: Cash coming in is greater than cash going out. 
o Negative cash flow: Cash going out is greater than cash coming in. 
o Breakeven cash flow: Cash coming in and cash going out are the same. 

• NET WORTH equals Assets minus Liabilities. 

• ASSET is any item of economic value owned by a person or corporation 
o Tangible assets include gold, real estate, stocks. 
o Intangible assets include copyrights, trademarks, brand recognition. 

• LIABILITY is a loan and/or other obligation you have to pay. 

• RETURN ON INVESTMENT (ROI). This performance measure helps investors compare the 
return offered by one investment to returns on other investments. ROI is calculated by 
dividing an investment’s financial yield by its cost. The result is expressed as a percentage or 
ratio. 

Lesson Activity: Investment Definitions 

1. CASH FLOW 

You receive a $1,500 check from a tenant on a rental property that you own. That 
month, your mortgage, insurance, taxes, and other rental property- related expenses for 
that unit come to $1,300. Complete the following statement: 

In the example above, the rental property provides the owner a  
[type] ______________________ cash flow of  
[amount] $__________________ per month. 

2. ASSETS 
Which are more secure:  _____tangible assets or _____ intangible assets? 

Why?  __________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 
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 Investments 
3. ROI (RETURN ON INVESTMENT) 

Assume you purchased $1,000 worth of stock. After a year, the stock is worth $1,100. 
What did you earn on the investment? $_______________ [financial gain] 

Use the formula to determine the percentage of ROI. 

___________________ ÷ __________________ = _______________%. 
       [Financial Gain]                 [Cost of Investment]                  [ROI] 

Lesson Questions 

1. Having a break-even cash flow at the end of an accounting period means: 
a. You had more cash going out than coming in. 

b. You had more cash coming in than going out. 

c. You had a net worth higher than your amount of assets. 

d. Your cash going out and cash coming in were the same. 

e. Your bank account is empty. 

2. Tangible assets might include: 
a. Real estate and stocks. 

b. Net worth and liabilities. 

c. Clothing and food. 

d. Copyrights and trademarks. 

3. ROI is calculated by: 
a. Dividing net worth by investments. 

b. Dividing tangible assets by intangible assets. 

c. Dividing financial gain by the cost of the original investment. 

d. Multiplying risk times potential return. 

e. Multiplying assets times liabilities. 
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 Introduction to Investing 
Essential Questions 

What is cash flow? ______________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

What is net worth? ______________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

What does ROI stand for and what does it mean? ______________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

What does financial freedom mean to you?___________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 
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 Investments 

Investment Checklist 

Warm-up Activity: 

What steps should I take before I start investing? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

 Becoming Prepared to Invest 
You now know some very compelling reasons why you should begin investing to get your 
money working for you, instead of you having to work for every dollar. But before you dive into 
investments you also must take some important steps to become prepared.  

Knowledge forms the foundation of your investment strategy and financial planning. Once you 
have gained a solid knowledge base about all the available investment options, your next most 
important step is to build a trusted team of advisors.  

Another key component of investment preparation is freeing up risk capital to use for your 
investments. Before implementing any investment strategy you should build up an emergency 
savings fund that equals between 6 and 24 months’ worth of your expenses. Then if your 
income source were to dry up (for example, if you lose your job), you could still meet your 
obligations for that number of months.  

Once you have an emergency fund that would last you 6-24 months and a working budget that 
includes a good savings plan, you can start building up risk capital that you can afford to invest. 
Minimizing bad debt should be an important focus of your budget. 
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Finally, you need to develop an overall investment plan that aligns with your lifestyle goals and 
matches your risk tolerance. You should include an exit plan in case an investment doesn’t 
perform as predicted. Don’t forget to conduct due diligence research on every investment 
you’re considering. 

Lesson Activity: Investment Preparation Checklist 

KNOWLEDGE 

Circle the number that represents your current financial knowledge level. Then underline the 
number that represents the knowledge level to which you plan to improve your personal 
financial knowledge within one year. 

                             
                                          Low   High 

TRUSTED TEAM 
Place a check mark next to those trusted team members you will have in place within one year. 

 Tax planner   College planner 
 Attorney  Financial mentors 
 Financial advisors  Insurance agent 
 Realtor or mortgage professional 

EMERGENCY SAVINGS 
Depending on your qualification and ability to get a job, a 6- to 24-month emergency fund will 
prepare you for an unexpected event or job loss. 

 I currently have months in emergency savings. 
 Within one year I will have months of emergency money saved. 
 I have a working budget in place.   

RISK CAPITAL 
Once I build up my emergency fund, I will start to save risk capital. Risk capital is money that I 
can invest without risking dangerous financial circumstances. I will start saving risk capital to 
invest by [date] _______________________. 
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 Investments 
MINIMAL BAD DEBT 
Many people pay 20% or higher credit card interest rates. Those people earn less on their 
investments. 

If your investments are earning 6% and you’re paying 24% interest on credit card debt, what 
action should you explore? Why? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

If you owed $20,000 on a credit card at a 0% interest rate and you received $20,000, would it be 
better to pay off your credit card or to invest that money? Why? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

PLAN 
I will have solid ideas on my investment and retirement plan by the end of this coursework. 

Check here   if over the next 12 months you will take time to finalize your plan, even 
if you don’t yet have enough money saved to risk yet. 

DUE DILIGENCE 
Check here   if you will perform due diligence on the specific investments or 

companies in which you consider investing. 

Lesson Questions 

1. What is the first, most important step you should take before you start investing? 
a. Conducting due diligence 

b. Having a trusted team 

c. Gaining knowledge 

d. Borrowing money 

e. Selling off assets 
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 Investment Checklist 
2. Why is minimizing bad debt important to an investment plan? 

a. Bad debt carries high interest rates that will decrease the amount you earn on 
your investments. 

b. Having bad debt looks negative on a budget. 

c. Bad debt increases the brokerage fees you have to pay. 

d. Having bad debt will interfere with your exit plan. 

3. It’s a good idea to start creating an overall investment plan even if you don’t yet have 
enough money saved to risk investing. 

a. True 

b. False 

Essential Questions 

Name at least four important steps you should take to prepare for investing: 

1. ____________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

2. ____________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

3. ____________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

4. ____________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 
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