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In This Issue

Age Based Asset Allocatiomge Minus 10 System
Last issue | introduced the idea of using yourtageelp you systematically monitor
and make changes to your asset allocation stratiecgiled it “Age Minus 10”. |
said that when considering how much to allocateatovconservative investments
here is a general guideline to consider. You cealdulate the amount that you
ought to have in conservative investment choicetsaking your age and subtracting
10. Forinstance, | am 40 years old. My age miktusumber is 30. If | were using
the “Age Minus 10" system, | might consider allangt30% of my portfolio to con-
servative options like money market, short-termegament bond funds or conservi
tive pre-made portfolios. The remainder would steaested in your other chosen
areas. Then, each year, you could revisit youestment allocation and adjust it ac Keep Contributing
cording to the Age Minus 10 system. If the marlstésyed perfectly flat, you would
need 1% more in conservative funds since you aeat older. Each quarter for th : .
next year, | will cover some general guidelines asel examples to help you bette Let's face it.
understand your 401(k) and investment opti¢fsntinued on Page 2) Things have been

scary in 401(k) land
Target Date Retirement Funds for a while. Many
How do “Target Date Retirement Funds” differ frolne tAge Minus 10 system? Ta people received
get Date Retirement Funds are pre-made portfofiesel in most 401(k) plans thafSSer =TS straight
are designed as an easy choice for participarttey @re very popular and are eve down quarterly
often used as a default investment for the plaimeyTusually have a target retireme . .
year right in their name. For instance, the Life&i2030 Fund may be appropriatel il April.
for someone reaching retirement age on or aroumgehr 2030. These funds havel IR [ER (0] (6] )
come under a lot of scrutiny since the market crast008 because the short time [Eele]ajiglol¥ i lalo oI sr=16 (o)
horizon funds, like the 2010 funds, lost a lot afue. When asked about this, the more?
managers of these funds say that they invest ti#sfusing the life expectancy of 8
participant as the time horizon instead of theeetent date. That means that the
2010 fund may be more aggressively invested thatcjpants think. Because inve
tors may not completely understand what is in thgses of funds, having a syste
where they choose their risk level may make monsee

Dollar Cost Averaging
Wow! It really works. You have probably read @and somewhere that 401(k) pa
ticipants can benefit when the market is down bsedhey get a chance to buy mo
shares at lower prices. | have been preachingdbpel of dollar cost averaging fo
years, but even | was surprised at the way thabiiked in this last downturn.
(Continued on Page 2)
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Cont—Aged Based Asset Allocation
So what action would you need to take if you subgdrto the “Age Minus 10" allo-
cation method in your 401(k0 plan and the stockketzrwent up or down a lot in a
given year? Remember, the idea is to rebalanceigeestments at least annually.
Lets look at a hypothetical example.

| am 40 years old. My age minus 10 number is 3@ould therefore invest 30% of
my account in conservative investments and 70%vieladiversified group of more
aggressive investments. If the aggressive investsigo up a lot in one year, | will
find my account out of balance. The aggressivesiments will now make up a la
ger part of my portfolio than | originally wantedot to mention that | am one year
older). So, | would reset my allocation accordyngI his would result in my selling
some of the aggressive investments and buying ofdies conservative ones. The
opposite would be true in a down market. If yoimkhabout it, this is a systematic
way of buying low and selling high and may bengdit over time®

Cont—Dollar Cost Averaging

The idea seems sound: if you purchase sharesinfastment regularly, like most
people do with 401(k) contributions...then you \illy more shares when the mark
is down and fewer shares when the market is ups Wil lead to a lower average
cost of your shares. But | got wondering...Dididrk during the 2008 downturn an
the 2009 partial recovery that we have seen itetsieyear?

Below is a true story. | got these numbers ofhef statements of an actual participant staté
ment in a 401(k) plan that | serve. | chose thigipipant because he continued making con
butions and did not make any investment changés.etire account was invested in an as
allocation growth fund. As you look over the numgyaotice how many shares have accun

lated since his October 2007 statement and howalance remained reasonably constant &
though the share price dropped dramatically. heiotvords, it must have felt to him as if he
were essentially throwing away his contributidns.

Number Account Quarterly
Statement Date of Shares Share Value Balance 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 151.7?? $268.827 $44,092.70 ?

(Continued on Page 3)
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Cont—Dollar Cost Averaging

Ask yourself these few questions:

1) What if he would have stopped contributing inrbteof 2009 at the market bottom?

2) How much would his account be worth if the shaakeie were back to its high on this
October 2007 statement?

3) Assuming that he keeps contributing and hasig ferm horizon, which would better fo
him; a) the share price immediately goes up to $8B4gain, or b) the share price slo
works its way back to $334.41 with more down tumbetween?

 This may not represent your situation and thestment choice that this participant used may not be
right for you. This is for informational purposesly and is not intended to offer investment, tevtegal
advice.

2Keep in mind that the investment shown may newsured entirely and there is no guarantee that the|
investor won't lose principal value.
3Please note that Age Minus 10 is a general guidedind not intended to be a recommendation or spe
advice. All investors must consider their own flicial situation or goals before making any decision
allocations. There is no guarantee that rebalagagpour account will give you better results. Yboudd
contact your financial advisor for further guidance

Securities and Advisory Services are offered thinoNgtions Financial Group, Inc (NFGI) membe
FINRA, SIPC. Jere El-Bakri is a Registered Repreteve of NFGI. Retirement Plan Consultan
is a separate entity and not affiliated with NFGI.

The material has been prepared or is distributelélgdor information purposes and is not a
solicitation or an offer to buy any security ortnsnent or to participate in any trading strategy.
NFGI did not assist with the preparation of the o in this newsletter, and its accuracy and | |
completeness are not guaranteed. The opinioneesgpd in this newsletter are those of the autl
(s) and are not necessarily those of NFGI. Angrimftion provided is general in nature and is n
tailored to your individual investment objectivesneeds or relate to any specific investments. Al
investment(s) or strategies discussed may notitebteifor all investors. Investors must makert|
own decisions based on their specific investmejetctibes and financial circumstances.

|
INVEST
WISELY

Although general information about the potentiapamt of taxes on various investment scenario
and/or estate planning may be provided, it shoddrtade clear that NFGI and Retirement Plan
Consultants do not offer any legal or tax advice.



