
While everyone heads back to school this year, it’s important to do some learning of your 
own. Ready to educate yourself about all things investing? Here’s a primer on what investing 
is all about and the different types of assets that can make up your portfolio. 
 
Required Reading for Investors 
 
Step one of a strong investment strategy? Being informed. To that end, we’ve compiled a list 
of answers to some of the most commonly asked investing questions. Once you understand 
the fundamentals, you’ll be ready to dive into more detail about different investment types. 
 
How is investing different from saving?  
 
Both investing and saving entail putting away money for future use, but saving generally 
comes with a lower return—and typically involves a very low amount of risk. Investing offers 
the opposite, delivering the potential for higher returns with increased risk. This is true for a 
few reasons. In the case of most savings accounts, you know that the rate of return and the 
value of your money is insured. When you invest, return rates are not guaranteed, and there’s 
the possibility of losing some of the money you originally invested. Timelines can also differ 
between the two. While saving has no set timeline, the general rule of thumb is to keep funds 
invested for at least five years. 
 
What is the risk vs. reward of investing?  
 
It’s generally assumed that the higher the risk of a particular investment, the higher the possi-
ble return. Measuring an investment’s risk against your own portfolio is called determining 
your “risk tolerance.” In simple terms, your risk tolerance is the amount of risk you're willing 
or capable of incurring. Knowing your risk tolerance and sharing it with your advisor allows 
them to better construct your asset allocation, also known as the mix of investment products 
in your portfolio. 
 
What is a portfolio?  
 
A portfolio is a collection of investment products that can include stocks, mutual funds, 
bonds, exchange-traded funds (ETFs), real estate investment trusts (REITs), commodities, and 
more. Your portfolio should align with your personal values and risk tolerance, and the  

 

Learn must-know portfolio insights. 



majority of well-constructed portfolios are diversified using a range of the products men-
tioned above. This spreads out your assets and minimizes risk so the losses of one investment 
product can be offset by the potential gains of another. 

Here are explanations of some of the most common investment types and terms. Treat this as 
your own investing encyclopedia, and turn to it whenever you need a refresher. 

Stocks: 
Also known as equity, a stock is a security that represents the ownership of a fraction of a cor-
poration. When an individual purchases a stock, they become entitled to a proportion of the 
corporation's core assets and profits, equal to how much stock they own. A unit of a stock is 
called a share, forming the basis of most individual investors’ portfolios. Though private sales 
exist, stocks are primarily bought and sold on stock exchanges, and can also be purchased 
from most online stock brokers. These transactions are required to conform to government 
regulations, designed to protect investors from fraudulent practices. Stocks are a worthy in-
vestment, having historically outperformed most other investments over the 
long run. 
 
Mutual fund: 
This is a financial vehicle that consists of a pool of money collected from many investors, to 
be invested in securities like stocks, bonds, money market instruments, and other assets. Mu-
tual funds are operated by professional money managers, who allocate the fund's assets and 
attempt to produce capital gains or income for the fund's investors. A mutual fund's portfolio 
is structured and maintained to match the investment objectives stated in its prospectus. 
 
Additionally, mutual funds give small or individual investors access to professionally managed 
portfolios of bonds, equities, and other securities. Because of this, each shareholder partici-
pates in the gains or losses of the fund, proportional to how much they have invested. Mutual 
funds invest in a vast number of securities, and their performance is typically tracked as the 
change in the total market capitalization of the fund—derived from the aggregating perfor-
mance of the underlying investments. 
 
Exchange Traded Funds (ETF): 
An ETF is a type of security that tracks an index, sector, commodity, or another asset, but can 
be purchased or sold on a stock exchange just like a regular stock. ETFs can be structured to 
track anything from the price of an individual commodity to a large and diverse collection of 
securities, and they can even be structured to track specific investment strategies. 
 
Bonds:  
A bond is a fixed-income instrument that represents a loan made by an investor to a borrow-
er. Typically corporate or governmental, a bond can be thought of as an IOU between a lender 
and borrower that includes all the details of the loan and its payments. Bonds are used by  
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companies, municipalities, states, and sovereign governments to finance projects and oper-
ations. Owners of bonds are considered the debt-holders or creditors of the issuer. Bond de-
tails include both the end date when the principal of the loan is due to be paid  
to the bond owner, and the terms for variable or fixed interest payments made by  
the borrower. 
 
Real Estate Investment Trust (REIT): 
A REIT is a company that owns, operates, or finances income-generating real estate. Mod-
eled after mutual funds, REITs pool the capital of numerous investors. This makes it possible 
for individual investors to earn dividends from real estate investments without having to 
buy, manage, or finance any properties themselves. 
 
Commodities: 
A commodity is a basic good used in commerce that is interchangeable or exchangeable 
with other goods of the same type. Commodities are most often used as inputs in the pro-
duction of other goods or services. Though the quality of a given commodity may differ 
slightly across producers, they are essentially uniform by nature. 
 
No-Load Fund: 
A no-load fund is a mutual fund in which shares are sold without a commission or sales 
charge. This absence of fees occurs because the shares are distributed directly by the in-
vestment company, rather than through a secondary party. A no-load fund is the opposite 
of a load fund—whether it’s a front-end load or back-end load—which charges a commis-
sion at the time of the fund's purchase or sale. No-load funds also differ from level-load 
funds, in which fees continue for as long as the investor holds the fund. 
 
In the world of investing, knowledge is power. Educating yourself on what you’re investing 
in and how it relates to your overall financial strategy can empower you to make more in-
formed investment decisions—and possibly reap future rewards.  
 
For additional questions or insights, talk to your advisor about your specific investment 
strategy today. 
 
 
 
 
Disclosures: 
 
All investing involves risk including the possible loss of principal.  
 
No strategy assures success or protects against loss.  
 
There is no guarantee that a diversified portfolio will enhance overall returns or outperform a non-diversified portfolio. 
 
Diversification does not protect against market risk.  
 
The fast price swings in commodities will result in significant volatility in an investor’s holdings.  
 
Commodities include increased risks, such as political, economic, and currency instability, and may not be suitable for  
all investors. 
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Additional Disclosures 
 

Wealthcare Capital Management LLC  and Wealthcare Advisory Partners LLC (Wealthcare) are investment advisors registered with the SEC under 
the Investment Advisors Act of 1940. Additional Important Disclosures may be found in the Wealthcare Capital Management LLC ADV Part 2A and 
Wealthcare Advisory Partners LLC ADV Part 2A. Request a copy at compliance@wealthcarecapital.com  and  
compliance@wealthcareadvisorypartners.com. 
  
This communication is for informational purposes only and is not to be considered advice or a recommendation of any specific investment  
product or strategy. Views and opinions are subject to change at any time based on market and other conditions.  
  
Before acting on any information in the content of this article, you should seek the personalized advice of legal, tax or investment professionals.  
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