Homework for Oasis Investing Class

Part 1 Entering Your Portfolio in Morningstar

This is a two step process. First you will join Morningstar by entering iyanne, email address,
password, etc. Then you will create your portfolio.

Step 1—Joining Morningstar

On the Morningstar home page (www.morningstar.com) enter all the informatias taqtired
to join the web site, including your name, email address, password, etc. Bestite tlown

the user name and password you choose. You will need these later to login to Morningstar

Step 2--Create Your Portfolio:

Login to Morningstar with your username and password. Near the top of any Mtanpage,

click on “Portfolio” which is on the blue navigation bar that goes across tlee epr the top of the
next page, in the section labeled “Create a portfolio” click on the icord¢alw portfolio.” On

the next screen, choose “transaction portfolio” which is the default, and theficdiginue” at the
bottom of the page. On the next page, give your portfolio a name, near the top of the page.

You now need to fill in 4 pieces of information about each stock or mutual fund you own: The
symbol, the number of shares you own, the date you bought it, and the price you paid for each
individual share of the stock or mutual fund. You must use stock symbols, not the actialf hiaen
stock or mutual fund. If you don’t know the symbol, you can click on “Ticker lookup” to find it. For
example, click “Ticker lookup” and then enter Microsoft. Morningstar willyieu that the symbol

for Microsoft is MSFT.

It is important to enter the number of shares you own as precisely as possibleanyenter

fractional shares. If you know the date and the price for which you purchaseactherstnutual

fund, you should enter those in tHé @nd 4' columns. However, if you purchased the stock or
mutual fund a long time ago you may no longer have a record of the price you paid. Inghgbeas
have two choices. You can either estimate what you paid, or you can enter ttué fhrice
stock/mutual fund as of today. The date you purchased your investment and the price ymu paid a
completely unimportant to the X-Ray feature. However, these two itemmjpoetant if you wish to
see your annual returns going forward.

When you have entered all your stocks and mutual funds, click on the tabs at the top g tioe pa
bonds and cash, and enter those items as well. In the “cash” section, you should enterlattbunt

Enter Your Portfolia's N test
(20 charactars max.)

Stock/Fund

Required Optional

Purchase Date Purchase Commission
Tickar | Ticker Lookup shares  mm/dd/yyyy Price §

i |msft 100 01/10/2008 | |26
2. 01/10/2008

B 01/10/2008



When you are finished, click on “Done” at the bottom of the page. You should now see aththe d
for your portfolio. It should look something like page 11 of this handout. Check your portfolio
carefully to make sure that you entered the data correctly. You can click ®tatbe at the top of
the page (snapshot, news/opinion, intraday, performance, gain/loss, fundamentad)ftergat
pieces of information about your portfolio. You can also click on “My view” to creatst@mized
view of your portfolio that has just the information that you care about. The “Mgrpemce” tab

at the top of the page is useful, if you entered accurate purchase dates &ogksiand mutual
funds.

Homework Part 5 X-Raying Your Portfolio in Mornirigs

There are 3 different methods you can use to X-Ray your portfolio. Most studentsevivletisod
3.

Method 1 - Full X-Ray

If you are a Premium (paid) member of Morningstar you have access to tkeRaif feature which
provides you with several screens worth of X-Ray information. Thesensqyae you a lot more
detail than you will receive from the Instant X-ray product that is ddailsom methods 2 and 3
below. However, for most people these additional screens are probably oVékithost important
information is found on the first X-Ray screen that is available to youdiega of whether you use
Method 1, 2, or 3.

To X-Ray Your Portfolio using Full X-Ray (for paid members only):

From any page in Morningstar, look at the blue navigation bar that is neaptbethe page and
choose “Portfolio.” You can click on the X Ray tab at the top of the next page foiladi&taay of
your portfolio. Inside of the X Ray, you can click on “Holding details” to see Seagdiional X
Ray pages that provide additional detail about your portfolio.

Method 2 Instant X-Ray

Even if you don’t subscribe to the premium (paid) part of Morningstar, you caeutikir Instant
X-Ray feature. This tool provides you with the same X-Ray as the full é&sbXsRay described in
Method 1 above, but you must enter your portfolio each time you want to use it, i.e. yourgisrtfol
not saved from one session to the next.

To use Instant X-Ray, login to Morningstar with your username and password. From thargp of
Morningstar page, choose “Tools” on the blue navigation bar at the top of thelpage middle of
the next page choose “Instant X-Ray.” Enter the symbol and the total valué ah@iaual stock
or mutual fund you own. If you don’t know the symbol of your stock or mutual fund, click on
“Ticker lookup” to find it. When you have entered all your stocks and mutual funds, clic&homv"
Instant X-Ray” at the bottom of the page. You will be shown the X-Ray of your portfol

Method 3-If You Have Entered Your Portfolio, You Can X-Ray It At Any Time

Morningstar allows you to enter your portfolio of stocks and mutual funds for free,dogs not
give you access to the full X-Ray feature, unless you are a premiuh ifpamnber of the website.



However, there is a roundabout method you can use to X-Ray your portfolio, once yourgogrtfoli
entered in Morningstar. To utilize this method, follow these steps.

Login to Morningstar with your username and password. Click on “Tools” on the bligatiani
bar at the top of the page. On the next page, find the section labeled “Resear¢hliidbis
section, find the section on the right side of the page called “Compare.” Clibk erotds “Mutual
Funds” in the “Compare section.”

% Impert your portfolie

Research Tools hildhood Education
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Looking to replace a Graph stocks or funds and  See how differe ks or | " Elementary Teacher Education
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Click to learn more...
LEARN MORE »

—— ONLINE ——
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best chance of meeting Alternatively, rebalance the  analyze your portfalio, SPONSORED LINKS
wn nuastmant anals haldiman in i auicbina Limima e Maemin ot Mhirtual Funds at v

On the next screen, find the words “Enter Tickers-Ticker Lookup.” Just belogmeds is an
empty white bo>\

Show/Score Comparison

Welcome to Fund Compare. . g Enter tickers Ticker lookup
Fund Compare allows you to quickly evaluate ~ Them, click

_ add toList
funds against one another to see which have ~ oumay also use the
the best returns, the highest ratings, the e IR = T
L popup menL. Separate fund tickers with commas.
lowest expense ratios, and much more.

Fund Comparison Ideas
In addition to selecting your own funds, we

have created some common comparison (2) Review your list,

ideas for you to add at your discretion. Ehen click Show
Comparison to view
your results.

To remave a fund or comparison ist, click
on its name ang then click Remove.

Remove
Show Comparison

In the empty white box, type in the letters MERFX. Now cligk on the blue box togthtdabeled
“Add to list.” At the bottom of the page click on “Show comparison.”

Edit Funds Comparison Resulfs Reset Holdings | Definitions

AU Snapshot hdl Total Results: 1 View 1-1 of 1

Check boxes to: Test in a Portfolio | Add to my Portfolic | Remove From List

 Fund Name Morningstar
A!ulEis

Merger 07-25-07
All Funds Avg
S&P 500

heck boxes to: Test in a Portfolio | Add to my Portfolio | Remove From List

ew: Results: 1-1 of 1

On the nextppage, you should sedthe Merger fund listed. On the far left side ofetheiplgn the
empty white box to the left of the w\gd “Merger” and verify that the white boxws checked. At
the bottom left side of the page click’on “Test in portfolio.”



On the next page, find the section that is labeleg “2—Enter Holding Valueraerffage Value”
Click on the blue down arrow to the right of thg&e words and choose “Dollar ValuallyFclick
on “Testdrive” at the bottom of the page. YgU will be shown an X Ray for your portfébu can
repeat thi§ process any time you like, becgfise your portfolio is saved peltynanglorningstar.

Test Drive Inputs

Welcome to
Portfolio Test Drive
Test Drive uses
Morningstar's X-Ray
overview to help you
analyze how well the
securities you selected
complement an existing
portfolio. Follow the steps

to the right to test Drive Tikey e
J - Symbol portfolio
this new portfolio.
ults
Click above to equally W |MERFX | ‘0-0
your holdings.
Ticker % of
Symbol portfolio
Current Portfolio Tickers
Test Drive doesn't yat 262
accommodate individual bond 1.36

holdings. Cash amounts are
aggregated into one account,
CASHS. Unrecognized securities

cannot be tested.

The total weight of Test Drive
Portfolio must equal 100%.

Test Drive

4. See it in Your Portfolio:

This is an X-Ray showing a reasonably well balanced portfolio. We will talk afanet balancing
portfolios in class.

= 0 e - oo e o | |
Portfolio valuation Interest Rate Sensitivity
@ Cash 7.37 Walue Care Growth Shart Irtermnlang
@ U.S. Stocks 39.29 L g i z E’
@ Foreign Stocks 5.72 16 2L g B 46 RN
@ Bonds 47.26 z z 2
@ Other 0.36 5199 |= 231010 8%
@ Mot Classified 0.00 g o
4 5 5 |2 0 0 0 |=
Mot Classified 0.00%  Not Classified 1.74%
Stock Sector | Holding Details ve
Portfolio SEP 500 Portfolio SEP 500
(% of Stocks) (%a) (% of Domestic Stocks) (%a)
O Information 18.28 20.24 High ield 2.98 4.85
[® software 3.28 3.66 Distressed 0.77 0.40
Bl Hardware 9.45 9.65 [ Hard Asset 23.64 12.12
B vedia 2.32 a.10 Cyclical 14.90 19.18
El Telecommunication 3.22 3.78 Slow Growth 14.80 10.14
. Classic Growth 28.75 42,53
& Service 52.98 44.26 )
- Aggressive Growth 10.98 8.96
i Healthcare 9.35 11.77 .
. H Speculative Growth 2.66 1.70
E Consumer Services 7.61 7.80 .
= ; i B not Classified 0.52 0.12
Business Services 5.47 4.15
E Financial Services 30.56 20.54
‘World Regions | Holding D
1 Manufacturing 28.74 35.48
E Consumer Goods 6.04 .44
B industrial Materials 10.63 12.73
B energy 9.57 10.74
2 utilities 2.50 3.57
B not Classified 0.00 0.02
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Use these 12
tabs to navigate|

the information
provided about
the fund

Morningstar
Quote Page

important on this page
PR is in this area

Many of these
sections have an ite
labeled “more,”
which is worth
clicking on

Manager start
date is also
essential




Chart

\

he fund to its
category and index. Ca
click on benchmark to
compare the fund to
other indices. Can click
on “compare to symbol”

Compares t

to compare the fund to
another mutual fund or
stock



Analyst Research Page
(Premium Site/Montgomery County Library only)

Stewardship Grade (Premium Site/Montgomery Courldgary only)

™~



Compare the fund
to its category.
Ideally you'd like

to find a fund that
is I percentile in
its category

Click on “show data
definitions”
whenever you have a
guestion about what
data means or how it

is calculated. It
appears at the botto
of most fund pages

Morningstar Performance

The 10 year
annualized data is the
most important

information on the
page




Morningstar Ratings and Risk

Morningstar Management

When
did the

manager
start /




Morningstar Portfolio Page
Portfolio tab
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Morningstar Portfolio Page
Top 25 holdings tab

Annual

turnover ratio is
very important

Morningstar Expenses Page
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Morningstar
Tax Page

% rank in
category is
most
important on
this page.

Ideally you'd

like t i\ :
;I)efcgn?ﬁ: for Data Interpreter Page (M.C. Library only)

3,5and 10

years
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Morningstar Basic Mutual Fund Screener Page

13

Enter your
criteria and

click “Show
Results”



Five
different
views here

My
performance

shows you
how you did
compared to
an investor
who stayed
fully invested
in the fund

Morningstar Portfolio Page
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Morningstar Premium Mutual Fund Screener Availailéhe Montgomery County Library
website and if you are a Premium Member

1) Goto:
http://www.montgomerycountymd.gov/apps/libraries/researchinfo/morm@ingsimote.asp

2) Enter the ID number that is found on your MC library card and click authenticate

3) Click on “Enter Morningstar”

4) At the top of the page click on the “Funds tab”

5) To screen for mutual funds:
a. Click on the blue down arrow to the right of the word “General”
b. You will now see a list of all the criteria you can screen for

c. Click on a criteria you wish to use. For example, start with “Morningstar ratimychoose a
rating equal to 4 or 5 stars. Click “OK” at the bottom of the screen. You will now see you
criteria displayed, and you will see the total number of funds that have metrifetia.

d. To add additional criteria to your screen, click the word “Insert” on the rigatafithe page and
add your criteria.

15



e. When you are done, your screen should look something like this:

f. Click on this button to see your results. Your results will look like the table below

0 see additional information about the funds in your list, click on the blue down arrow to the
ight of the word “Snapshot.” There you can see “performance,” “risk and ixedat

If you want to see a complete Morningstar report on one of the funds in your lisprlibe

name of the fund.

16



i. To sort the list, you can click on the criteria titles at the top of the page. &opkx you might
wish to sort the list by the fund’s expense ratio, which is not shown on the snapshot page, but
rather the “Nuts and bolts” page.

J. To change the criteria you have screened for, click on this button. Once you@argdbecan
delete some of your existing criteria, add new criteria, or changengxcriteria to different
values.
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Homework Part 2
Which Mutual Funds Would You Recommend #17

Your friend, Sue, has given you the following list of mutual funds that she is thinking@lrehasing.

She has asked you to help her choose the 3 best funds to buy. Your friend is alreadynsiibdlj\s®
asset allocation and diversification are not issues that need to be consideredfuritiesvill be held in a
taxable account, i.e. not a retirement account. Which 3 funds would you recommend to younétiend a
why? What do you not like about the remaining 6 funds?

1. Janus Research Core J JAEIX

2. American Funds Amcap B AMPBX

3. FBR Small Cap Financial FBRSX

4. Dodge and Cox Stock DODGX

5. American Funds Small Cap World A SMCWX

6. Columbia Value and Restructuring Z UMBIX

7. Vanguard Tax Managed Balanced VTMEX

8. Madison Mosaic Mid Cap GTSGX

9. Delaware Pooled Mid cap growth DPAGX (This fund has a $1,000,000 minimum

investment. Ignore that detail for this discussion)

Homework Part 3

You have another friend named Gail. She has $4000 to invest in a mutual fund. She needs to choose a
domestic large cap growth fund, because her portfolio is missing that categang®f {Gail has asked you to
recommend a good choice that is NOT an index fund. What fund would you recommend fod szaite

Basic Fund Screener (shown on page 10 of this packet), or the premium fund sestemmeropn page 12 of

this packet) to complete this homework. The basic fund screener is available M@mwwwvgstar.com. On the
blue navigation bar near the top of the page, Choose: Tools. Find the “Screening Tools” stutitopadf

the page. Inside that box, find the section called “Basic Screener.” Choosel Mutda The premium fund
screener is available through the Montgomery County public library weli3itections to reach the site are on
page 12 of this packet.
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Homework Part 4 - Asset Allocation Case Study 2

Glenn and Chris are married and are both 62 year old retirees. They do not liee,atndr do they have any other
heirs to whom they wish to leave their money. Glenn and Chris are concerndéyhagl not have sufficient
resources to last them through their retirement years. Their hotahlbexpenses are $50,000/year. They believe that
this $50,000 figure will increase annually by the amount of inflation, which isrttly 3%/year. Included in the
$50,000 figure is health care expense of $15,000/year. Their total incemtadts is $35,000/year. $15,000 of this
comes from Social Security and $20,000 comes from their investment income. The\efét8,000 gap between
income and expense by selling some of their Apple computer stock each yearthelgibought many years ago for
$2/share. It is currently selling for $175/share. Their house is paidloély own one car, and it was purchased this
year, so they do not anticipate needing to buy another one for quite some tirael -O10 scale of most risk averse
to least risk averse, they consider themselves to be a 5. They do not rimgddakonable investment risks if the
investment will offer a good return. They are in the 15% tax brackety Adwve come to you, their financial advisor,

seeking help.

Analyze their situation and their investment portfolio which is shown helagr make recommendations to them.

Investment

Bank of America checking account
Merrill Lynch municipal money market
6 month certificate of deposit

3 month certificate of deposit

1 year certificate of deposit

Stocks and stock mutual funds held in taxable accounts:
Apple Computer

JP Morgan Market Neutral A mutual fund

JP Morgan Value Opportunity B mutual fund

Fidelity Select Leisure mutual fund

T Rowe Price Real Estate mutual fund

Retirement Accounts:

IRA Vanguard Municipal Money Market
401k Vanguard S+P 500 Index Fund
401k Rydex/SGI Select 25 C mutual fund

Symbol Value

25,000
57,000
100,000
100,000
100,000

AAPL 60,000
JMNAX 10,000
JVOBX 1,000
FDLSX 10,000
TRREX 1,000

12,000
VFINX 10,000
SSSCX 1,000

1) What information would you like to know about this couple or their investmenbforttiat you don’t have?

Why is that information important for you to have?

2) What mistakes, if any, has the couple made in her investment choices?
3) Analyze the couple’s stock/bond/cash asset allocation percentages.chhges to these allocations, if any,

would you recommend?

4) Given what you have been told, estimate the likelihood that the coupleawd enough money to last for the

remainder of their lifetimes.

5) What other financial advice would you offer to the couple?
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