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Question 1 

My favorite part of the letter is when she advices her daughter about stocks. She says that 

the investment industry does everything it can to make investing sound confusing and 

complicated. They create a lot of information that is useless and try to make more significant 

profits than you on what you spend. Stocks are pieces of a company. If a person wants to buy 

some part of the company, it is called a share. She gives an example of buying 1 percent of 

Apple company and how it would own 1/900 million of Apple (Veres, 2019). She says that if 

you purchased that small percentage of the company, you might not sit on the board of directors 

but get involved in the growth of the company. For instance, if the company starts selling more 

stuff and generates more income, stockholders, regardless of the percent they own, will also 

experience an increase in their investment's value. 

She further explains that the thing about stocks is that they do not always go up. The 

stock prices fluctuate for no reason. People buy and sell stock throughout the day. In all of these 

transactions, the buyers and sellers have to agree on a price.  The trading of stocks happens 

electronically via stock exchanges, for instance, the "New York Stock Exchange" and the 

"NASDAQ stock exchange. The stock exchange markets post the prices that sellers are willing to 

sell for and also displays the prices that people want to buy for. The process functions like a 

constant auction that is endless. The prices in the stock exchange market move up and down 

based on how people about the stocks that day. 

Question 2 

The most valuable idea from this letter is the importance of saving. The author advices 

her daughter on how important it is to make savings in the process of accumulating wealth. She 

insists on her daughter the value of saving out of every paycheck received. Saving is quite 
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difficult for a significant number of people. She states that only a small amount of people can 

maintain the habit of saving out of every paycheck, and this is equally the same number of 

wealthy people. The author gives methods in which saving can be made easy by stating a few 

steps. She mentions the use of 401(k) plan and the 403(b) plan (Veres, 2019). If the company 

you work for does offer any of this, then you should enroll and contribute the maximum amount. 

The reason for this, as the author puts it, is because; first, the money is drawn right out of your 

paycheck, so there is no chance of you spending it. It is an easy and great way to save. The 

money goes straight to the investment account and begins to earn returns. The returns from these 

investments, in turn, make returns, and the process continues. This is the magic of compounding 

and can be especially useful in the accumulation of wealth. Secondly, the importance of 401k 

accounts is that the money is not taxed. So the money continues to grow while in the account and 

can only begin taxation after you remove it. You can have a "tax-deferred account," which 

involves the investments earning dividends or interest. In this accounts, the government does not 

tax the value increase of the money in your account annually. 

Question 3 

 From the knowledge and insight I got from reading this letter, I will do the following 

things; First, I am going to open a bank account and ask the bank tellers information about the 

best accounts that offer compound interest. Secondly, I am going to open one of those accounts 

and ensure that I deposit at least ten percent of all the paychecks I receive. I will then check my 

company if they offer retirement plans that they sponsor, and if any, I will enroll in the 

maximum amount that can be deposited. If my company does not offer any, I will create a 

budget for all the expenses I incur in a month. I will also calculate all the debts that I owe and 

ensure that I add at least 10 percent of the total amount in my monthly expenditure budget. The 
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monthly expenditure should not exceed what I earn in the month. If the expenditure is above my 

paycheck, I will reduce the expenditure by cutting on some costs. The total expenses in a month 

should never be above the total income made. My total expenditure should be less than 80 

percent of what I am making so that I can save some amount. It is almost impossible to account 

for every shilling you'll spend in the future due to issues like emergencies that are extra costs. 

For this reason, I will open an account and deposit at least $1000. This account will act as an 

emergency account to cater for the extra costs like emergencies that may develop during the 

month. $1000 dollars should be more than enough for emergencies. 
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