
For participants of the National Plus Plan October - 2020

Understanding the most basic tools of investing will help you 
gain more confidence in what you own in your retirement 
account. 

For those who are new to saving and investing, the 
investment world can be a minefield of jargon and 
confusion.  There are many specific investment 
options available to you in the National Plus Plan, 
all of which have specific investing objectives.  That
said, even novices should take time to learn the basic
building blocks of their portfolio: stocks, bonds, and cash.  The following 
is a quick introduction.  

Stock Funds as ownership investments :
If you want your money to grow and are comfortable with a bit of an up-
and-down ride in the value of your investments, stock funds may be 
right for you.  Simply put, stocks represent shares of ownership in a 
company.  If you are interested in sharing in the growth and profits from 
companies of different size and approach there are various options 
available to you in the Plan.  As a shareholder, your investment value 
will fluctuate based on the current and future value of each company in 
the mutual fund.  Sometimes even the value of profitable companies 
can go down, for a number of reasons.  This is why it is extremely 
important not to put all your eggs in one basket of investments.  Instead 
you should look to diversify your portfolio by adding an appropriate 
amount of stock alternatives. 

Bond Funds as lending investments: 
Another major type of investment are those in which money is lent.  
Bonds are also known as fixed income investments.  When you buy a 
bond or bond holding mutual fund issued by a government or company,    

“Am I Over-
Diversified?”

Owning a mutual fund that 
invests in 200 companies 
doesn't necessarily mean 
it’s properly diversified.  

Many mutual funds like the 
ones in the National Plus 
Plan concentrate in certain 
sectors of the market.  So, 
while owning a Large Cap 
Equity fund means you are 
well diversified within that 
sector of the market, you 
are not as diversified as you 
could be by investing across 
various industries and 
market sectors.  

Asset Allocation funds like 
the ones managed by 
American Funds for the 
National Plus Plan offer 
more diversified portfolios 
of investments.  These 
target date mutual funds 
own an appropriate amount 
of all types of stocks, bonds, 
and cash based on the 
anticipated retirement date 
an individual investor has. 



For information about investing in the National Plus Plan and the funds offered, contact 

J.W. Thompson Investments toll free at: 1-800-929-9479

For information about the administration of the National Plus Plan, contact the Pension 

Office toll free at :  1-800-452-4155

Information about the National Plus Plan is also available on the internet at: 

www.NationalPlusPlan.com

Para informacion sobre el Plan Nacional Mas en espanol, contacte a la oficina del Plan 

de Pension al 1-800-452-4155

Mutual Funds are sold by Prospectus only. Please carefully consider investment objectives, risks, charges, and expenses before investing.  Investing in mutual funds can result in losses.  For this and other information please call your retirement plan’s service 
provider to request a Prospectus.  Please read it carefully before you invest.  Past performance does not constitute a representation of future returns.  Any description of any investment strategy or asset allocation is intended only as a general illustration 
and does not constitute a recommendation as to the advisability of investing in, purchasing or selling of any investment.  Investors should consider investment objectives, risks and charges before making investment decisions.  This newsletter is a 
publication of J.W. Thompson Investments.  John and Jay Thompson are registered representatives of, and securities are offered through LPL Financial, member FINRA & SIPC.  Copyright 2016 J.W. Thompson Investments, all rights reserved. 

Continued from previous page … you agree to lend your money for a set period of time and receive a specified 
rate of interest. (1) A corporate bond fund for example may pay 3% per year in interest over the next 
five years, for example.  Some of the risks to holding a bond fund investment is that the issuer of the 
bond may fail to pay back the principal and interest due, which is called a “default”.  

Instead of directly sharing in the ownership of a companies profits and losses, as with a stock mutual 
fund, bond funds use your investment as capital to meet various expenses or to invest in new business 
opportunities.  Typically with bond funds you do not share in the profits generated by the money you 
invest into a company, rather you are paid back your invested principal and any interest due for a 
specific period of time.  

Cash Equivalents
Cash equivalents are any investment that can be easily converted into cash.  The loose change on your 
dresser or the money you take out of an ATM are examples of cash equivalents.  

A Stable Value mutual fund is another form of a cash equivalent and is the primary investment option 
for preservation of principal in the National Plus Plan.  This fund generally invests in ultra-safe 
investments such as short-term CD’s, 
Treasury bills and securities issued by 
corporations with high credit ratings. 

Although a Stable Value fund is considered 
one of the safest investment options 
available, they tend to pay very low rates 
of interest in exchange for that security.  

Over long time periods, stocks and bonds 
have produced attractive long-term returns 
relative to cash.  However, when stock 
prices fall, investing more in bonds and cash 
may provide a useful cushion.  If you have 
questions about your account, talk to our 
investment advisor, J.W. Thompson 
Investments, to see what balance of stocks, 
bonds and cash might be right for you!

Stocks, Bonds and Cash:
Long Term Returns Illustrate Risk and Reward 

Growth of a Hypothetical $10,000 investment over the past 
20 years ( 1996-2015)*
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* Graph Illustration Reference:  Source Black Rock Investments – Cash (ML US Treasury Bill 3 
Month Index) – Fixed Income ( Barclays US Aggregate Bond Index) – Stocks ( S&P 500 Index).  
These indexes are unmanaged, you cannot invest directly into a specific index.   The 
information provided is for illustrative purposes and is not meant to represent any specific 
investment option(s) within the National Plus Plan. 

(1) Government and Corporate Bonds are not guaranteed.  Their price and investment return will fluctuate with market 
conditions and interest rates.  Bonds when redeemed, may be worth more or less than their original purchase price.  


