
Taxes & Investments: 
Timely and Timeless Strategies

With the ever-changing landscape of taxes, it is growing increasingly difficult to understand how legislation 
affects clients and could possibly impact their financial future. As a leader in the financial services industry 
for the past 30 years, we get it. That’s why HD Vest Financial Services® is constantly seeking ways to share 
the latest knowledge we acquire with you. We’ve created the Taxes & Investments: Timely and Timeless 
Strategies Series to share timely information and provide our Advisors and their clients with practical 
information and ideas they can build on. 

When it comes to finances, you want your money to work for you in the most efficient way possible. 
One of the most powerful and readily available financial planning tools is compound interest. Compound 
interest is when you earn interest on both the money you’ve saved and the interest you earn. This strategy 
makes your financial assets work for you, and over time, has the potential to grow your assets dramatically. 

How does it work? Let’s say you invest $1,000, known as your principal, and it earns 4 percent in interest 
once a year. After the first year, you would have $1,040 which is your original principal, plus 4 percent or 
$40. The second year, you would have $1,081.60. That’s because the next interest payment equals 4 
percent of $1,040, or $41.60.

Now that we know how it works, there are three points about compound interest you need to know:

1. Compound interest is powerful 
Albert Einstein has been attributed with the saying that “the power of compound interest is the most 
powerful force in the universe.” To further illustrate the power of compound interest, the chart below from 
JP Morgan1 shows the effects of compound interest over the lives of three difference savers - Susan, Bill 
and Chris. Susan invests for only the first 10 years of her early career and ends up with more wealth than 
Bill who saves for 30 years later in his career. Chris saves systematically and ends up with more assets 
than anyone.

Let Compound Interest Work for You
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SAVING 
FUNDAMENTALS

Harnessing the power of 
compounding can greatly 
impact the amount of 
savings over the long term.

Benefi t of saving early

The above example is for illustrative purposes only and not indicative of any investment. Account value in this example assumes a 7% annual return. 
Source: J.P. Morgan Asset Management.
Compounding refers to the process of earning return on principal plus the return that was earned earlier.
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The rates of return shown above are purely hypothetical and do not represent the performance of any individual investment or portfolio of investments. 
They are for illustrative purposes only and should not be used to predict future product performance. Specific rates of return, especially for extended 
time periods, will vary over time.

2. Saving earlier is more important than saving more 
Business Insider’s Andy Kiersz created a chart that shows the importance of starting early. In this example 
Emily and Dave both save the exact same amount, but Emily starts saving 10 years earlier. Notice that 
Emily ends up with about twice the assets as Dave at age 65. 



Investments are subject to market risks including the potential loss of principal invested.
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Sources:
1. JP Morgan Guide to Retirement 2015 https://www.jpmorganfunds.com/blobcontent/647/343/1272924627455_JP-GTR.pdf
2. Business Insider – Saving at 25 vs 35 http://www.businessinsider.com/saving-at-25-vs-saving-at-35-2014-3
3. Business Insider- Build a Million Dollar Retirement Account- http://www.businessinsider.com/build-a-million-dollar-retirement-account-2015-7

The HD Vest affiliated companies exclusively provide financial products and services, and do not provide or supervise tax or accounting services.  
Advisors may provide tax, accounting or other services through their independent outside businesses, but these services are separate and apart from HD Vest.

Please carefully consider the any fund’s investment objectives, risks, charges and expenses before investing. Information can be obtained from your HD Vest Advisor and 
for a free prospectus. Read it carefully before you invest or send money.

3. If you want to be wealthy, start investing as early as you can 
Business Insider’s Kathleen Elkins created a chart detailing how much money you need to set aside each 
day, month, or year in order to have $1 million saved by the time you are 65. The chart assumes you’re 
starting with zero dollars invested. It also assumes a high 12% rate of return, which means you may need 
to save more depending on your risk tolerance.  

Bottom line is compound interest is a very powerful tool when initiated early. The earlier you start investing 
and saving for your future the better off you may potentially be. Your HD Vest Advisor can help create 
a customized saving plan to help you reach your financial goals and make the best use of compound 
interest.   


