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Age Based Asset Allocation: Age Minus 10 System 
Last issue I introduced the idea of using your age to help you systematically monitor 
and make changes to your asset allocation strategy.  I called it “Age Minus 10”.  I 
said that when considering how much to allocate toward conservative investments 
here is a general guideline to consider.  You could calculate the amount that you 
ought to have in conservative investment choices by taking your age and subtracting 
10.  For instance, I am 40 years old.  My age minus 10 number is 30.  If I were using 
the “Age Minus 10” system, I might consider allocating 30% of my portfolio to con-
servative options like money market, short-term government bond funds or conserva-
tive pre-made portfolios.  The remainder would stay invested in your other chosen 
areas.  Then, each year, you could revisit your investment allocation and adjust it ac-
cording to the Age Minus 10 system.  If the markets stayed perfectly flat, you would 
need 1% more in conservative funds since you are 1 year older.  Each quarter for the 
next year, I will cover some general guidelines and use examples to help you better 
understand your 401(k) and investment options. (Continued on Page 2) 
 

Target Date Retirement Funds 
How do “Target Date Retirement Funds” differ from the Age Minus 10 system?  Tar-
get Date Retirement Funds are pre-made portfolios offered in most 401(k) plans that 
are designed as an easy choice for participants.  They are very popular and are even 
often used as a default investment for the plan.  They usually have a target retirement 
year right in their name.  For instance, the LifeTime 2030 Fund may be appropriate 
for someone reaching retirement age on or around the year 2030.  These funds have 
come under a lot of scrutiny since the market crash in 2008 because the short time 
horizon funds, like the 2010 funds, lost a lot of value.  When asked about this, the 
managers of these funds say that they invest the funds using the life expectancy of a 
participant as the time horizon instead of the retirement date.  That means that the 
2010 fund may be more aggressively invested than participants think.  Because inves-
tors may not completely understand what is in these types of funds, having a system 
where they choose their risk level may make more sense. 
 

Dollar Cost Averaging 
Wow!  It really works.  You have probably read or heard somewhere that 401(k) par-
ticipants can benefit when the market is down because they get a chance to buy more 
shares at lower prices.  I have been preaching the gospel of dollar cost averaging for 
years, but even I was surprised at the way that it worked in this last downturn. 
(Continued on Page 2) 

r e t i r e m e n tp l a n
C O N S U L T A N T S

September / 2009 

In This Issue 

Age Based Asset 
Allocation 

 
Target Date  

Retirement Funds 
 

Dollar Cost  
Averaging 

Keep Contributing 
 

Let’s face it.  
Things have been 

scary in 401(k) land 
for a while.  Many 

people received 
their 6th straight 
down quarterly 

statement in April.  
Is it time to stop 

contributing or add 
more? 

Jere El-Bakri  
Registered Principal 

Nations Financial Group, Inc. 
801-326-8001 
800-948-0330 

jere@nationsfg.com 

Page 1 of 3 



Jere El-Bakri AAMS, CRPS                            

Cont—Aged Based Asset Allocation 
So what action would you need to take if you subscribed to the “Age Minus 10” allo-
cation method in your 401(k0 plan and the stock markets went up or down a lot in any 
given year?  Remember, the idea is to rebalance your investments at least annually.  
Lets look at a hypothetical example. 
 
I am 40 years old.  My age minus 10 number is 30.  I would therefore invest 30% of 
my account in conservative investments and 70% in a well diversified group of more 
aggressive investments.  If the aggressive investments go up a lot in one year, I will 
find my account out of balance.  The aggressive investments will now make up a lar-
ger part of my portfolio than I originally wanted (not to mention that I am one year 
older).  So, I would reset my allocation accordingly.  This would result in my selling 
some of the aggressive investments and buying more of the conservative ones.  The 
opposite would be true in a down market.  If you think about it, this is a systematic 
way of buying low and selling high and may benefit you over time.3 

 

Cont—Dollar Cost Averaging 
The idea seems sound:  if you purchase shares of an investment regularly, like most 
people do with 401(k) contributions...then you will buy more shares when the market 
is down and fewer shares when the market is up.  This will lead to a  lower average 
cost of your shares.  But I got wondering...Did it work during the 2008 downturn and 
the 2009 partial recovery that we have seen in the last year?  
 
Below is a true story.  I got these numbers off of the statements of an actual participant state-
ment in a 401(k) plan that I serve.  I chose this participant because he continued making contri-
butions and did not make any investment changes.  His entire account was invested in an asset 
allocation growth fund.  As you look over the numbers, notice how many shares have accumu-
lated since his October 2007 statement and how the balance remained reasonably constant even 
though the share price dropped dramatically.  In other words, it must have felt to him as if he 
were essentially throwing away his contributions.1 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(Continued on Page 3) 
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Statement Date 

Number  
of Shares 

 
Share Value 

Account  
Balance 

Quarterly  
Contributions 

9/30/2007 75.173 $334.41 $25,138.60  

12/31/2007 80.577 $327.89 $26,420.39 $1,330.64 

03/31/2008 89.664 $301.15 $27,002.31 $1,634.87 

06/30/2008 95.343 $298.89 $28,496.69 $1,848.31 

09/30/2008 101.164 $262.11 $25,984.64 $2,465.23 

12/31/2008 125.191 $207.56 $26,443.03 $2,226.12 

03/31/2009 136.22 $194.12 $26,443.03 $1,963.26 

06/30/2009 144.173 $231.12 $33,446.07 $1,954.19 

09/21/2009 151.??? $268.827 $44,092.70 ? 
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Cont—Dollar Cost Averaging 
 
Ask yourself these few questions: 
 
1) What if he would have stopped contributing in March of 2009 at the market bottom? 
2) How much would his account be worth if the share value were back to its high on this 

October 2007 statement? 
3) Assuming that he keeps contributing and has a long term horizon, which would better for 

him; a) the share price immediately goes up to $334.41 again, or b) the share price slowly 
works its way back to $334.41 with more down turns in between? 

 
 
 
1 This may not represent your situation and the investment choice that this participant used may not be 
right for you.  This is for informational purposes only and is not intended to offer investment, tax, or legal 
advice. 
2 Keep in mind that the investment shown may never rebound entirely and there is no guarantee that the 
investor won’t lose principal value. 
3 Please note that Age Minus 10 is a general guideline and not intended to be a recommendation or specific 
advice.  All investors must consider their own financial situation or goals before making any decisions or 
allocations.  There is no guarantee that rebalancing your account will give you better results.  You should 
contact your financial advisor for further guidance. 
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Securities and Advisory Services are offered through Nations Financial Group, Inc (NFGI) member 
FINRA, SIPC.  Jere El-Bakri is a Registered Representative of NFGI.  Retirement Plan Consultants 
is a separate entity and not affiliated with NFGI. 
 
The material has been prepared or is distributed solely for information purposes and is not a  
solicitation or an offer to buy any security or instrument or to participate in any trading strategy.   
NFGI did not assist with the preparation of the content in this newsletter, and its accuracy and  
completeness are not guaranteed.  The opinions expressed in this newsletter are those of the author
(s) and are not necessarily those of NFGI.  Any information provided is general in nature and is not 
tailored to your individual investment objectives or needs or relate to any specific investments. Any 
investment(s) or strategies discussed may not be suitable for all investors.  Investors must make their 
own decisions based on their specific investment objectives and financial circumstances.  
 
Although general information about the potential impact of taxes on various investment scenarios 
and/or estate planning may be provided, it should be made clear that NFGI and Retirement Plan 
Consultants do not offer any legal or tax advice. 


