Investing with

CONFIDENCE

The essentials of understanding your 401k




Confidence for today,
freedom for the future.

* ERISA Fiduciary
* Employee Benefit
*No product sales
* Financial Planning
* Investment Advice
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@ Mechanics of Investing



The asset available for
purchase in your 401(k)

IS which of the following
types?

A. Stock
B. Bond
C. Mutual fund
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There’s no cash in there!

Your retirement portfolio is...

A collection of assets purchased today with the expectation of
selling them in the future for a profit.
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Equities market asset types

Securities

Equities Fixed Income
Stock Bond
Ownership of a company Loan to a company

Investor

For illustration purposes only



Assets in your 401 (k)

Mutual Fund Investor $$$
NN

Stock flavored Bond flavored

i _ Investor
Ownership of fund gains and losses $$$

You buyl'n
/4
1,2,3 28,29,3
0,31, 57,58,5
9,60,6 6,87,88,
89,90,! 2.02,103,104,10- 4,115,11

6,117,118,119,120,121,122,123,124,
41,142,143,144,145,146,147,148,14
7,168,169,170,171,172,173,174,175,176,17

76,127,128,129,130,1
0,151,152,153,154,155,1
78,179,180,181,182,183,184,185,

2,133,134,135,136,137,138,139,140,1
57,158,159,160,161,162,163,164,165,166,16
,187,188,189,190,191,192,193,194,195,196,1

97,198,199,200,201,202,203,204,205,206,20)7,208,209,210,211,212................ oY = 3,000 Companies
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Assets in your 401 (k)

Target Retirement Date Funds — T. Rowe Price Retirement | Target Date Funds

Regular |l‘lvestme nt Me nu For a diversified portfolio allocation, please refer to the sample asset allocati
Fund Fund Type Objective and Investment Strategy \
Seeks to generate current income while maintaining a stable share price by investing in short-term LS.
Fund Stable Value ment, including the U.S. Treasury, U.S. agencies, and/or instrumentalities. An investment in a money miarket
by the U.S. Government. There is no assurance that the fund will be able to maintain a stable share price, and kn
@ making
£ in this fund.
8 Index Seeks current income with only limited volatility of principal. In pursuit of these objectives, the managers i 1
= Market Adm Fund Intermediate Bond Index  rate bonds, LS. Treasury securities, or bonds issued by U.S. Government agencies. As an index fund, this passi W‘Se
'8 the returns of the BarCap U.S. Aggregate Bond Index.
= investment
T Securities | Fund TIPS Bond Seaks to provide inflation protection and income consistent with inflation-indexed securities by investing in
issued by the U.S. Treasury and government agencies as well as domestic corporations. CIONS
RS Fund Emesging Markets Debt Seeksnﬂmm%menphaﬂsmﬂghane_mhm,hﬂdmwﬁdusmﬁwﬂaﬁm.mm deC\SlO
debt securities issued by emerging market countries and corporations located in emerging market countries.
LargeC Seeks capital app rimarily in large companies with mark lizations of 510 billion or
piske mmmdmhlﬁsmﬂemwmsmnm*mm
Large-Cap Index Seeksm;italappmcﬂhnMminmd@mmmﬁwmmmdﬂﬂﬁllmm
of "growth” and "value" stocks. As an index fund, this passively managed fund seeks to dupli of the
Fund Larg-Ca Growt Seeks capital appreciation by investing primarily in stocks of large ies with aboy i for ea
o izations of $10 hillion or more. Large-cap funds tend to be less volatile than those that invest in smaller companies.
Msmﬂwﬂmhylmrﬂimpﬂnaﬂivhmllmdﬁmmmllm;dlﬁsmﬁjhlliﬂ!m
mugmdwmmnm Small-Cap Value volatiity The fund smaller companes that appear undervalued. Small<ap o be more volatile than these that invest
in larger companies and are appropriate for investors willing to take on mare risk.
Loomis Savles 1-Can Growth Seeks capital appredation by investing primarily in smaller companies, with market capitalizations of less than $1.5 billion. Managers target compa-
(LSS Sima G Inst|Fund Small-Cap Growth nikes with abos pects for growth. Small-cap companies tend to be more volatile than those that invest in larger companies and
2 are appropriate for investors willing to take on more risk.
(&
=]
] Harbor International Instl Fund Intemational - Saeks:mﬂyowmb;i'mmgpmmkhu:-rmmlsindevehpedm.mmsomldemeuﬁnismayimiudemmmarlmmnms,mlm
(HAINX) Developed Markets tend tob ped countries. Foreign equities are subject to unique risks such as currency fluctuations and political uncertainty, E
=
" sonal - Seeks long-term capital growth by investing in small-cap companies domiclled in developed countries outside the LS. This may indude emerging =
Columbia Acorn International ¥ Fund Developed Mark miarket countries, which tend to be more volatile than developed countries. Foreign equities are subject to unigque risks such as currency fluctuations 5
(CCYIX) {Smal-Cap) and political uncertainty. Small-cap companies tend to be more volatile than those that invest in larger companies and are appropriate for investors 5
willing to take on more risk. 2
Developing Markets | Fund Intemational - Seeks long-term growth by investing mainly in jes in ing market countries - those experiencing more rapid growth than developed E
Emerging Markets countries. They are often more vulnerable to currency risk and political bility and are appropriate for willing to take on more risk. =]
I
Frontier Emerging Small Countries Inv Intemational - Seaks long-term capital appreciaiton by primarily investing in securities of companies located in "frontier market countries™ - which, in general, are
(WIAFMX) Frontier Markets under-developed countries - located in Asia, Eastern Europe, the Middle East, Central and South America, and Africa.
‘CommoditiesPLUS Strategy Instl Fund Hard A Seeks maximurm real returm by invest dity-linked derivative instruments, induding index-linked notes, swap agreements, and futures and
options that provide exposure to the investment returns of commeodities markets such as of, metals, and agricultural products.




Reading your quarterly statement

Balance = #shares x market price per o

-
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There’s no
cash in here!

Number of Shares
1863.0718




Before making any investment decisions, put on your asset hat.
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m Understanding Volatility




Which of the following
statements best describe

why an “aggressive” mutual
fund is considered a “high

risk” investment?

A. Return potential
B. Standard deviation
C. Beta

For illustration purposes only
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Volatility isn’t unique

01/31/1900 - 06/30/2016 07/01/1996 - 06/30/2016 Zoom:1D 5D 1M 3M YTD 1Y 3Y 5Y 10Y Maximum Maximum
== DJI:!DJ1:+12,275.36|+217.09%

== DJI:!DJI:+17,863.86|+27,013.25%

16,000.00

02/29/19186 - 01/30/1948 Zoom:1D SD 1M 312,000.00

15!042'84 == DJI:IDJ1:4+102.33|+112.97%

8,000.00

312.84

10,042.84 4,000.00
222.84
132.84
5,042.84
42.84
Volume
42.84

For illustration purposes only
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What is volatility?

Volatility is the risk of experiencing variable returns

01/04/2016 - 06/30/2016 Zoom:1D 5D 1M 3M YID 1Y 3Y 5Y 10Y Maximum

== DJI:!DJI:4+504.96|+2.90%

17,500.00 o ()
! I
)Offer to buy
" Offer to sell
O
16,800.00 QOffer to sell
O
Affect Volatility
16,100.00 O Supply
U Demand
U Emotion

QOffefto buy

15,400.00




Is volatility good or bad?

07/03/2007 - 06/30/2012 Zoom:1D 5D 1M 3M YTD 1Y 3Y 5Y 10Y Maximum

== DJI:!DJI:-655.34|-4.84%

14,000.00
12,000.00

10,000.00

8,000.00

15 or more years until retifement Less than 15 years until retirement

6,000.00
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FINANCE

Can volatility be measured? varketWhtch

Standard Deviation = A measure of the dispersion of a set of
data from its average. “how high or low the returns may go” from
the average.

Annual Return

20

15 .

10 ©



MCORNINGSTAR

c latility be predicted? .,
an volatility be predicted- varketWhtch
Beta = price volatility as compared to the stock market.
Beta
AMore Risk

/1%

volatile than
'y the stock
¢ market
\ /l, Less Risk

Market




Testi
ing your volatility threshold

Agmessﬁlimestmef* plan balances investment risk, potential returt and takes irvtoconsidemionyou personal risk tolerance-
Take the profile quizbelow to determine how much risk you're comfortable taking to achieve investment results.
ﬁywmemwwpdm,ywmw\wedacmwvmimmwywmwweenm and 78 points, YoU areconsideredamodeﬁteinveslor.
If you score over 78 points, YOU are considered an aggressive investor. Now find your point total and age 10 \ocate a sample asset allocation-

mm:wmﬁmmmawummmnm

VE‘V\«WWQUC—
about what's iing Wi
W\m"hvmdge&‘e’ oabie—ve leamed 2 ittle from mY

5 points

i&é&tiﬁi&oié;{e}a{;é&éd}é\}rﬁbﬁﬁ{m"”Sr\&’rr}(placw”’E{;Ex( - cmsdef‘mesmssmeofywrsav\ngs
mqmgmseveta\optma“dwwm"wmd\xemmk rmpdms eewM'm\omstmowvou sa\llr\gsag\'?—ss!\elv 15 points
\want my accoUNt 10 2FOW 35 muchas possible, regardiess of the risk 15 points

TOTALPOINTS

Moderate Funds -

For illustration purposes only gressive unds



Specific Measurable Attainable Relevant Time Based
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What we’ll cover today

Strategic Asset Allocation




ho is quoted as having said...

“if you fail to plan, you are
planning to fail”

A. Benjamin Franklin
B. Thomas Edison
C. Theodore Roosevelt

For illustration purposes only
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Investopedia.com
Strategic Asset Allocation

20%

LA \
VES TORE DA

(D) i
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http://www.investopedia.com/video/play/strategic-asset-allocation-0/
http://www.investopedia.com/video/play/strategic-asset-allocation-0/

Correlation effect

For illustration purposes only



Correlation effect

LARGE MID SMALL
1 O Size of company

O Shopping approach

’ gmall CaP
—

Large GaP

—

INDEX GROWTH

VALUE

Vvalue
—

G I'Owth



Correlation effect

Region of the world
0 United States

4 Foreign




T

Diversify strategically

SAMPLE ASSET ALLOCATION MODELS Age 20-40 Age 40-55 Age 55-65
Risk Tolerance Conservative | Moderate | Aggressive | Conservative | Moderate | Aggressive | Conservative | Moderate | Aggressive
% Equities / % Fixed Income 50/50 70/30 90/10 45/55 60740 85/15 25/75 50/50 70/30
Morley Stable Value Fund 15% 10% 0% 20% 15% 5% 30% 20% 15%
Vanguard Total Bond Market Index Adm Fund 15% 10% 0% 15% 10% 2% 15% 10% 5%
DFA Inflation-Protected Secs | Fund 10% 5% 5% 10% 10% 3% 20% 15% 5%
MFS Emerging Markets Debt R5 Fund 10% 5% 5% 10% 5% 5% 10% 5% 5%
FMI Large Cap Fund 5% 5% 10% 5% 5% 5% 5% 5% 5%
Vanguard Total Stock Market Index Adm Fund 10% 10% 10% 5% 10% 15% 0% 5% 15%
Fidelity Contrafund Fund 5% 5% 10% 5% 5% 5% 5% 5% 5%
DFA U.S. Targeted Value Instl Fund 5% 10% 10% 5% 5% 8% 0% 5% 5%
Loomis Sayles Small-Cap Growth Instl Fund 5% 10% 10% 5% 5% 7% 0% 5% 5%
Harbor International Instl Fund 5% 7% 10% 10% 7% 15% 5% 7% 7%
Columbia Acorn International Y Fund 0% 3% 5% 0% 3% 5% 0% 3% 3%
Oppenheimer Developing Markets | Fund 5% 5% 10% 3% 5% 10% 5% 3% 10%
Wasatch Frontier Emerging Sm Countrs Inv Fund 5% 5% 5% 2% 5% 5% 0% 2% 5%
PIMCO CommoditiesPLUS Strategy Instl Fund 5% 10% 10% 5% 10% 10% 5% 10% 10%

For illustration purposes only



The three tips we learned
today about investing with
confidence are...?

Save, save, save

Put on your asset hat,
set S.M.A.R.T. goals,
diversify strategically

A bird in the hand is
worth two in the bush

For illustration purposes only
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