
Financial Planning Basics   
 

Investments and Avoiding, “The Big Mistake”! 

I. Module Introduction 

a. In the last two modules we discussed what is important to you and having a good 

understanding of where you are today 

b. Now we can move forward with creating actionable goals based on what you have 

already determined is important to you by using the information that you gathered in 

module two.  

 

II. Module Outline 

a. The module will be split into 4 sections: 

1. The Big Mistake 

2. The Market 

3. Stocks, Bonds, Mutual Funds, and ETFs 

4. Greedy when others are fearful 

ii. Learning Objectives 

 

III. Section 4.1 The Big Mistake 

a. Coined by Carl Richards in his book, “The One-Page Financial Plan” 

b. “The Big Mistake” refers to the act of buying when the market is high and selling when 

the market is low 

c. This is likely the biggest mistake that you can make as an investor  

d. Why does this happen? What behaviors and situations cause this? 

e. How can I avoid making, “The Big Mistake”? 

 

IV. Section 4.2 The Market 

a. What do we mean when we talk about “the market”? 

i. NYSE 

ii. NASDAQ 

iii. Listing stocks on the market 

b. What are indexes? 

i. S&P 500 

ii. Russell 2000 

iii. DJIA 

c. How are the indexes relevant to my portfolio? 

 

V. Section 4.3 Stocks, Bonds, Mutual Funds, and ETFs 

a. What is a stock? Where are they bought and sold? 

i. IPO 

ii. Secondary market 

b. What is a bond? 

i. Government Bonds 

ii. Corporate Bonds 
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iii. Maturity and duration 

c. What is a Mutual Fund? 

i. What is it? 

ii. Various investment objectives 

iii. Anatomy of a mutual fund 

iv. Role of the investment manager 

v. Different Share classes 

1. A Share 

2. C Share 

3. I, F, R, Adv., Etc. 

vi. How they are bought and sold 

d. What is an ETF? 

i. Exchange Traded Fund 

ii. Basically, buying shares of a company whose value is derived from the profits of 

a mutual fund 

iii. Much lower fund expenses than Mutual Funds 

iv. Typically have shorter performance history 

v. Have become the go-to investment for indexing 

1. Brief description of Active vs. Passive management 

 

VI. Section 4.4 Greedy when others are fearful 

a. Quote from Warren Buffet 

b. A lesson in attempting to time the market 

c. Essential to avoiding “The Big Mistake” 

d. Investing for the long term 

 

 

VII. Conclusion 

a. By this point, you should have a better understanding of the financial markets and the 

common types of investments that you are most likely to come across.  

b. You should also be able to define the “Big Mistake” and understand the importance of 

avoiding it 

c. You are now ready to move on to the next module, “Types of Investment Accounts” 


