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How to Use FDIC Insured CDs to Safely Play the Stock Market

Some banks offer index linked CDs to give you an opportunity for higher interest.  The interest rate is tied to the performance of the stock market, but because the CD is FDIC insured, you cannot lose money.  Here’s an example of how an index linked CD works.  Since different banks offer a slightly different arrangement, this is only an example.

You invest say $100,000 in a CD.  The CD term is 5 years.  During the 5 years, the stock market increases 50%.  You receive $150,000, a 50% increase at the end of 5 years.  But what if the stock market falls?

Let’s say you invest in the CD and at the end of 5 years, the stock market has declined 50%. At maturity, you receive your $100,000 insured deposit.  You are protected against any loss.

Who might find index linked CDs attractive?

1. Investors wanting to capture gains from the stock market who don’t want the risk

2. Investors who don’t need a monthly or annual interest check

3. Investors who have other sources of liquidity for their regular expenses.

If you want to know about Index CDs currently available, simply call and we can send you a list of CDs available from various banks.  Alternatively, you may desire to join one of our free meetings every Wednesday afternoon at 2 pm when we explain to small groups of investors the different types of CDs available.  Just give us a call to reserve a space.
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