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Presenter
Presentation Notes
Welcome. My name Paul Gunning and I’m pleased you could join me for this workshop, “Building a Portfolio For Any Weather.”  This workshop describes how to create an investment strategy for your workplace savings and is just one example of Fidelity’s commitment to helping you attain your long-term investment goals.

Please feel free to stop me at any time during the presentation if you have questions about our discussion.  If there’s anything I don’t get to, or if you’d like me to elaborate on any part of today’s discussion, you can see me at the end of the presentation. 

Let’s go ahead and get started.
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Get more out of your 
retirement savings
Today’s agenda:

– Principles of asset allocation and diversification
– Characteristics of key asset classes
– How to develop an investment strategy to help you reach your 

financial goals
– Steps to put your plan in motion

Presenter
Presentation Notes
Investing doesn’t have to be complicated. By understanding a few key investment principles, and you can get more out of your retirement savings.

So, let’s take a look at today’s agenda:
1. First, we will start by discussing the principles of asset allocation and diversification. �    We will look at the importance of asset allocation and the relationship between risk �    and return.
2. Next, we will take a look at the characteristics of the key asset classes, which �    include stocks, bonds, and short-term.
3. We’ll discuss how to develop an investment strategy and action steps that you may �    want to consider taking to help you reach your goals.
4. And finally, we’ll take a look at different ways to put your plan in motion and how �    Fidelity can help.

Again, if there’s anything we don’t cover that you were hoping to learn today, be sure to ask me after the seminar, or make an appointment with a Fidelity representative. We’ll be happy to meet with you individually to address your specific concerns.




The fundamentals 
of investing

Let’s explore:
– The principles of asset allocation
– Different investment types
– The importance of diversification

Presenter
Presentation Notes
The first step to smart investing is building a portfolio that’s appropriate for your
situation. Asset allocation and diversification are the two main principles that can
make it happen.
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Asset allocation = combining 
different investment types

Up to 91.5% of variations in returns can be attributed to asset allocation.* 

* Source: "Determinants of Portfolio Performance," Brinson, Hood and Beebower, Financial Analysts Journal, July-August 1986, and "Determinants 
of Performance II: An Update," Brinson, Singer and Beebower, Financial Analysts Journal, May-June 1991. This represents a landmark study which 
has not been refuted and which stands today as a valid, widely accepted theory.

Stocks 
(equities)

Bonds
(fixed income)

Cash
(short-term)

Higher Potential Risk
Higher Potential Return

Moderate Potential Risk
Moderate Potential Return

Lower Potential Risk
Lower Potential Return

Presenter
Presentation Notes
Asset allocation just means putting your money in a range of investment types to help manage your risk. Typically, these include stocks, bonds, and cash. 
And, since different asset classes react to changing market conditions in different ways, appropriate asset allocation can help you maintain confidence through economic ups and downs and even increase your potential for better returns over time. In fact, up to 91.5% of variations in returns can be attributed to asset allocation.
By choosing different investment types, you have the opportunity to determine how much of your money you may need to invest for the short term and how much you can afford to put in higher risk, longer-term growth-oriented investments. It helps investors identify what risk/return balance makes sense for them, given what they are trying to accomplish and in what time frame.
While a mix of different investment types does not ensure a profit or guarantee against loss, when you divide your total holdings among the investment types of stock, bond, and short-term investments, you lower the risks associated with having all your money in only one type of investment.  
Source: "Determinants of Portfolio Performance", Brinson, Hood and Beebower, Financial Analysts Journal, July-August 1986, and "Determinants of Performance II: An Update", Brinson, Singer and Beebower, Financial Analysts Journal, May-June 1991. This represents a landmark study which has not been refuted and which stands today as a valid, widely accepted theory.
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The three investment types 
and the role they play

Short-term investments Bonds Stocks

– Money market, T-bills, CDs
– Relatively stable value
– Potential to pay interest
– Lower risk, lower potential 

return

– I.O.U.
– Debt securities issued by 

governments and 
corporations

– Potential to pay interest
– Moderate risk, moderate 

potential return

– Share of a company, 
“equity”

– Long-term growth potential
– Value can go up and down
– Higher risk, higher 

potential return

Inflation risk Investment risk

An investment in a money market fund is not insured or guaranteed by the FDIC or any other government 
agency. Although money market funds seek to preserve the value of your investment at $1 per share, it is 
possible to lose money by investing in these funds.

Presenter
Presentation Notes
Each of these investment types offers unique advantages. By understanding the role each type of investment plays, you can put together an investment mix that can help bring you closer to your goals. 

Stocks. Also known as equity investments, stocks give you the greatest potential for growth. But they also come with the highest investment risk. Generally, the more years until retirement, the longer you have to ride out short-term changes in the market— and the bigger the role stocks could play in your investment mix.

Bonds. Bonds, or fixed-income investments, are generally less risky than stocks, so they can help offset some of the investment risk stocks can create. The potential risk and return on bonds is moderate—lower than stocks, but higher than short-term investments. In general, bond prices rise when interest rates fall, and vice versa. This effect is usually more pronounced for longer-term securities. 

Short-term investments. Also known as money market or cash investments, these are considered the least risky of the three investment types. They also tend to produce the lowest returns over the long run. Short-term investments become more important as you get closer to retirement.

Keep in mind, an investment in a money market fund is not insured or guaranteed by the FDIC or any other government agency. Although money market funds seek to preserve the value of your investment at $1 per share, it is possible to lose money by investing in these funds.
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Diversification = spreading out 
investments within investment types

Neither diversification nor asset allocation ensures a profit or guarantees against loss.

Diversification 
Spread out your investments 

within investment types

Mutual Funds
Include a variety of stocks 

and/or bonds

Bond 
Fund

Stock 
Fund

Bonds 
(fixed income)

Stocks 
(equities)

Cash 
(short-term)

Cash 
(short-term)

Presenter
Presentation Notes
Diversification is how you choose to spread your money within those stocks, bonds, and short-term investments. 

By investing in different companies, industries, countries and business sizes, you’ll have greater overall potential for growth because your portfolio is not dependent on the performance of any one investment. 

Mutual funds (like the ones available within your workplace savings plan) can help make diversification fairly simple. By definition, they include a variety of stocks and or bonds, and if you choose funds that make different types of investments it can help take care of your asset allocation needs as well.
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Market Capitalization

Large Cap Mid Cap Small Cap

Over $11.2 billion $2.0 to $11.2 billion Less than $2.0 billion

Top 70% of the domestic stock market Next 20% Remaining 10%

Investment Style

Value Growth

Companies undervalued Companies whose earnings and profits are growing

Buy it “on sale” Share price is higher than current earnings

Poised for growth Pay a premium for potential

Region

How Type

By whether they include the U.S. Global (includes U.S.); International (outside U.S.)

By where they invest Regional (Europe); country (Japan)

By segment of the market International small cap

Stock Funds

Bond Funds

How Type

By credit risk
High, moderate, and low quality
• Government • Corporate

By maturity Short-, intermediate-, and long-term bonds

Short-term Investments

How Type

By type of short-term investments Money market

By issuer • Banks • Government • Other financial institutions

Bond Funds

Short-term Investments

A well-diversified portfolio allows investors to reduce some of the risks associated with investing. It is impossible to predict which asset class will be the best or worst performer in any given year. 
The performance of any given asset class can have drastic periodic changes. By investing a portion of a portfolio in a number of different asset classes, portfolio volatility may be reduced. Fidelity 
Investments consultants can provide you with the information to help you choose a mix of funds that provide diversification so you may be in a better position to weather the ups and downs of each 
segment of the stock market.
An investment in a money market fund is not insured or guaranteed by the FDIC or any other government agency. Although money market funds seek 
to preserve the value of your investment at $1 per share, it is possible to lose money by investing in these funds.
Unlike mutual funds, most CDs and U.S. Treasuries offer a fixed rate of return and guarantee payment of principal if held to maturity. Unlike most bank products 
such as CDs, money market mutual funds are not FDIC insured.
Remember, past performance is no guarantee of future results and neither diversification nor asset allocation ensures a profit or guarantees against loss.

Presenter
Presentation Notes
One way to diversify is to invest across different types of investments. There are many different types of stocks: domestic, international, and small capitalization, mid-capitalization, and large-capitalization companies. There are also many different types of bonds, such as corporate, government, municipal, and high yield. 
You can also diversify within asset classes:
Across Style – Stocks may be classified by their investment style: growth, value, or blend. These investment styles tend to have different risk and return characteristics. During various market cycles, these types may behave differently. Diversifying your holdings with a variety of each may be beneficial to your overall long-term success.
Across Regions – You can buy stocks, particularly international stocks, specific to one region or from a number of different regions.
Across Industries – You can buy securities of different industries, such as manufacturers, biotech companies, and utilities.
Across Maturities – If you are holding only long-term bonds, you can buy short-term and intermediate-term bonds maturing in different years. As these bonds mature, principal would become available for reinvestment. This can help smooth out the impact of interest rate fluctuations on a portfolio.
Across Type of Short-term Investment or Issuer –  You can buy short-term treasuries or money market instruments. Or you can categorize them by who issues them, such as a bank, mutual fund organization, or an insurance company. Unlike most bank products such as CDs, money market mutual funds are not FDIC insured.
The Bottom Line – No one can predict with certainty which asset class or style of the market will be the next leader. Diversification allows an investor to get downside protection and participate in the upside potential of asset class movements.
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The case for diversification

Top annual performer (All figures represent total annual returns.)

2007 2008 2009 2010 2011 2012 2013 2014

Large stocks 5.5% -37.0% 26.5% 15.1% 2.1% 16.0% 32.4% 13.7%

Foreign stocks 11.6% -43.1% 32.5% 8.2% -11.7% 17.9% 23.3% -4.5%

Small stocks -1.6% -33.8% 27.2% 26.9% -4.2% 16.3% 38.8% 4.9%

Bonds 7.0% 5.2% 5.9% 6.5% 7.84% 4.2% -2.0% 6.0%

High-yield bonds 2.2% -26.4% 57.5% 15.2% 4.38% 15.6% 7.4% 2.5%

Short-term 
Investments 4.7% 1.6% 0.1% 0.1% .04% .06% 0.02% 0.01%

Source: Strategic Advisers, 2015. Past performance is no guarantee of future results. Large stocks as measured by S&P 500®; foreign stocks as measured by MSCI EAFE®; small stocks as 
measured by Russell 2000®; bonds as measured by Barclays U.S. Aggregate Bond Index; high-yield bonds as measured by the BofA Merrill Lynch High Yield Master II Index, which measures the 
performance of the non-investment-grade U.S. domestic bond market; short term as measured by the U.S. 30-day T-bill.

Bottom annual performer (All figures represent total annual returns.)

Winners and losers rotate 
over time

Presenter
Presentation Notes
Winners and losers

A diversified portfolio may help balance the market ups and downs. It is impossible to predict which asset class will be the best or worst performer in any given year.  The performance of any given asset class can have drastic periodic changes.

This chart illustrates the annual performance of various asset classes in relation to one another.  In times when one asset class dominates all others, as was the case for large stocks in the late 1990s, it is easy to lose sight of the fact that historical data shows it is impossible to predict the winners for any given year.

A well-diversified portfolio allows investors to reduce some of the risks associated with investing.  By investing a portion of a portfolio in a number of different asset classes portfolio volatility may be reduced.

Remember, past performance is no guarantee of future results, and neither diversification nor asset classes, ensures a profit or guarantees against loss. 
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Several ways to diversify your 
workplace savings plan 
investments

– Invest in stock funds with varying investment strategies
– Mix domestic and international stock funds
– Keep less than 25% of your money in a single stock fund
– Select a limited number of stock funds to keep tracking simple

Diversification rules of thumb

Presenter
Presentation Notes
Here are several ways to diversify your workplace savings plan investments:
First, invest in stock funds with varying investment strategies.
Mix domestic and international stock funds.
Keep no more than 25% of your money in any single stock fund.
Select a limited number of stock funds to keep tracking simple.
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Asset allocation + diversification = 
a smart investment mix
Combining them skillfully can help you

– Reduce portfolio risk and volatility
– Match your investment strategy to your time horizon, 

financial situation, and risk tolerance 
– Tap into market opportunities
– Avoid the pitfalls of market timing

Neither diversification nor asset allocation ensures a profit or guarantees against loss.

A Tool to Help: Complete the Investor Profile Questionnaire. 

Presenter
Presentation Notes
Your investment mix is the percentage of stocks, bonds and short-term investments you have
in your portfolio or account. 

Combining them skillfully can help you:

 Reduce portfolio risk and market volatility
 Match your investment strategy to your time horizon, financial situation, and risk tolerance 
 Tap into market opportunities
 Avoid the pitfalls of market timing

But remember, neither diversification nor asset allocation ensures a profit or guarantees against a loss.

The Investor Profile Questionnaire is also a great resource to help you determine the most appropriate investment style for you. 



Determine your 
investment 
approach

Let’s explore:
– Factors that can impact your strategy
– Considerations for building your

investment portfolio
– How to find the right mix

Presenter
Presentation Notes
Determining your investment approach — or put another way, discovering what type of investor you are — can help you choose the right investment mix. 
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Finding the right mix 
depends on

– Your tolerance for risk
– Your time horizon 
– Your financial situation

A Tool to Help: Complete the Investor Profile Questionnaire. 

Presenter
Presentation Notes
In determining the right mix of investments for you, you should consider your comfort with investment risk and flexibility, your retirement goals and your time frame, as well as your unique financial situation.

Let’s take a closer look.
Risk tolerance. There are two types of risk to think about: the risk that inflation will eat away at the value of your savings (inflation risk) and the risk that an investment will not generate the return you’d hoped for (investment risk). Ultimately, your comfort level with each type of risk will help determine which investment mix is right for you.
Your time horizon. Generally speaking, when you are young and farther away from retirement, a portfolio with a higher allocation of stocks or stock funds may be appropriate. As you get older and closer to retirement, however, you may want to gradually shift toward more conservative investments, such as bond or money market funds. 
Your financial situation. No two people are alike, which is why you need to identify your unique financial situation. Understanding both your short- and long-term financial needs will help you choose the best approach to help you meet your goals.

To sum it up, the higher your risk tolerance and the longer your time frame, the more weight you may want to give to stocks. On the other hand, the lower your risk tolerance and the shorter your time frame, the more you may want to rely on bonds and short-term investments.

Fidelity can help. You can complete the Investor Profile Questionnaire that is provided to you as part of this workshop.
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2005 2015 % rise in price

Loaf of bread1 $1.00 $1.44 44%

One dozen eggs1 $1.13 $2.13 88%

College education2 $29,026 $42,419 46%

The risk of inflation

1 US Dept. of Labor, Bureau of Labor Statistics, 2015.
2 Annual cost per year (tuition and fees, room and board) at private non-profit university: The College Board, Trends in College Pricing 2014, Table 1.  

What to Do: Make sure you consider investments with the 
potential to outpace inflation.



Presenter
Presentation Notes
Inflation risk is the hidden risk that your money doesn’t buy as much as it used to.
Can you buy the same amount of groceries with $100 that you could buy 10 years ago?  Based on the information in the chart, your purchasing power has certainly decreased over the years. So what does that cost you?
This chart shows how the prices of a few items have risen over time. 
 You should really think about inflation risk when it comes to choosing your investment strategy.  Also keep in mind that since you may be in retirement for 20 or more years, you will be withdrawing income from your account for many years, so you need a strategy that will be able to support you through retirement. You might want to consider allocating a portion of your portfolio to investments that have a greater potential for growth than your other investments. That way, your total portfolio could have a better chance of outpacing inflation throughout your retirement years. 
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It’s about solving for three factors

Data Source: Ibbotson Associates, 2015 (1965–2014). Past performance is no guarantee of future results. The asset class (index) returns reflect the reinvestment of dividends and other 
earnings. This chart is for illustrative purposes only and does not represent actual or future performance of any investment option. It is not possible to invest directly in a market index. Stocks 
are represented by the Standard and Poor’s 500 Index (S&P 500® Index). The S&P 500® Index is a market capitalization–weighted index of 500 common stocks chosen for market size, 
liquidity, and industry group representation to represent U.S. equity performance. Bonds are represented by the U.S. Intermediate Government Bond Index, which is an unmanaged index that 
includes the reinvestment of interest income. Short-term instruments are represented by U.S. Treasury bills, which are backed by the full faith and credit of the U.S. government. Inflation is 
represented by the Consumer Price Index. (CPI) is a widely recognized measure of inflation, calculated by the U.S. government. Stock prices are more volatile than those of other securities. 
Government bonds and corporate bonds have more moderate short-term price fluctuations than stocks but provide lower potential long-term returns. U.S. Treasury bills maintain a stable value 
(if held to maturity), but returns are only slightly above the inflation rate. 

1965 2014

(1965-2014) $11,256

$2,988

$754

$1,169

Investment risk

Presenter
Presentation Notes
Let’s look at the investment risk. Historically, each of the three basic asset classes has offered a different potential for growth. This chart shows the time period of 1965 through 2014.

For example, if you had invested $100 in stocks 50 years ago, by 2014 you would have had $11,256. 

But if you had invested that same $100 in long-term government bonds, by 2014 you would have had $2,988.

And if you had kept your $100 in short-term securities all that time, you would have accumulated $1,169.

Inflation changed the value of the $100 to $754 over this time period. In other words, you’d need $754 to buy today what you could buy for $100 in 1965, due to today’s higher cost of living.

While out of the three basic asset classes, stocks have offered the greatest potential for growth over the long term, they’ve also put their investors through the bumpiest ride over the short term. 

So, before you put your money in stock-based investments, you need to ask yourself: Are you willing to accept increased volatility — that is, fluctuation — in return for potentially higher returns in the long run?
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Your time horizon

Retirement

Older
– More conservative
– More bonds/cash

Younger
– More aggressive
– More stock funds

Presenter
Presentation Notes
Time also factors into your investment decisions, particularly in how much weight you put into the stock portion of your portfolio.

Generally speaking, when you are young and farther away from retirement, a portfolio with a higher allocation of stocks or stock funds may be appropriate. More aggressive asset mixes with higher stock allocations may give you greater growth potential. Be careful of leaving long-term assets in highly conservative choices where they may not outpace inflation. Be sure to balance your need for growth, income, and preservation.

As you get older and closer to retirement, however, you may want to gradually shift toward more conservative investments, such as bond or money market funds. A conservative mix focuses more on the preservation of your money, but should not exclude stocks or stock funds (since growth will still be important – particularly during your earlier retirement years). With your retirement likely to span thirty years or so, you’ll want to find a balance between growth and preservation. 
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match your investment approach

Finding the right mix
How four hypothetical investment mixes align with different 
approaches to investing

For illustrative purposes only.
The purpose of the target asset mixes is to show how target asset mixes may be created with different risk and return characteristics  to help meet a participant’s goals. 
You should choose your own investments based on your particular objectives and situation. Remember, you may change how your account is invested. 
Be sure to review your decisions periodically to make sure they are still consistent with your goals. You should also consider any investments you may have 
outside the plan when making your investment choices. 

These target asset mixes were developed by Strategic Advisers, Inc., a registered investment adviser and Fidelity Investments company, based on the needs of a 
typical retirement plan participant.

60%
10%

Aggressive Growth
May be appropriate 
for investors:
• Comfortable  with 

wide fluctuation
• > 10 years until 

retirement goal

May be appropriate 
for investors:
• Comfortable with 

moderate fluctuation
• < 5 years until 

retirement goal

Balanced

60%25%

15%

35%
40%

15%10%

Growth
May be appropriate 
for investors:

• Looking to minimize 
fluctuation

• < 5 years until 
retirement goal

• Comfortable with 
significant fluctuation

• > 5 years until 
retirement goal

May be appropriate 
for investors:

Conservative

49%25%

21%
5%

6%
14%

50%
30%

Domestic Stock         Foreign Stock         Bond         Short-term Investments

Presenter
Presentation Notes
Now that you understand the differences between investment types and may have an idea of how conservative or aggressive your approach is as an investor. Next, it’s time to figure out which mix of investment types matches your approach.
As we discussed, your ideal investment mix will depend on a number of factors, including your age, the type and time frame of the goals you’re saving for, the overall size of your portfolio, and your risk tolerance. And, as your savings needs change, so will your target asset allocation, so don’t forget to reevaluate your portfolio regularly. We’ll touch on this a bit later in the discussion.
This chart shows how four hypothetical investment mixes align with different approaches to investing, from conservative to aggressive. 
Let’s begin with the investment strategy that offers both the highest potential for return and the highest potential for investment risk — the aggressive growth portfolio. This portfolio may be suited for those who have a higher tolerance for the ups and downs of the market and a long time horizon. 
Next on the risk-return ladder is the growth portfolio, which is suited for investors who seek growth and are willing to take on more risk. This model is most appropriate for investors who have a moderate to high tolerance for investment risk and have a time horizon of greater than 5 years.
Now we move to our next investment strategy, called balanced. It is for those who seek moderate growth without too much risk. A strategy like this may be appropriate for those who have a moderate tolerance for both investment and inflation risk and are looking at a time horizon of less than 5 years.
And last, let’s discuss the conservative model, which may be appropriate for those who are most concerned about preserving their money. Conservative investors primarily want income, a fair amount of stability, and some increase in the value of their investments, but they are not willing to risk big swings in value to get there.  This strategy may be appropriate for investors nearing retirement or already in retirement. 
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60%25%

15%

Conservative Balanced Growth Aggressive Growth

Create a smart investment mix

Annual Return %

Average 5.97 7.95 8.94 9.62
Best 12-month 31.06 76.57 109.55 136.07
Worst 12-month -17.67 -40.64 -52.92 -60.78
Best 5-year 17.24 23.14 27.27 31.91
Worst 5-year -0.37 -6.18 -10.43 -13.78

Domestic Stock         Foreign Stock         Bond            Short-term Investments

Data Source: Ibbotson Associates, 2015 (1926–2014). Past performance is no guarantee of future results. Returns include the reinvestment of dividends and other earnings. This chart is for 
illustrative purposes only and does not represent actual or implied performance of any investment option. Stocks are represented by the Standard & Poor’s 500 Index (S&P 500®). The S&P 
500® Index is a market capitalization–weighted index of 500 common stocks chosen for market size, liquidity, and industry group representation to represent U.S. equity performance. Bonds are 
represented by the U.S. Intermediate Government Bond Index, which is an unmanaged index that includes the reinvestment of interest income. Short-term instruments are represented by U.S. 
Treasury bills, which are backed by the full faith and credit of the U.S. government. It is not possible to invest directly in an index. Stock prices are more volatile than those of other securities. 
Government bonds and corporate bonds have more moderate short-term price fluctuation than stocks but provide lower potential long-term returns. U.S. Treasury bills maintain a stable value (if 
held to maturity), but returns are generally only slightly above the inflation rate. Foreign Stocks are represented by the Morgan Stanley Capital International Europe, Australasia, Far East Index 
for the period from 1970 to the last calendar year. Foreign Stocks prior to 1970 are represented by the S&P 500®.
The purpose of the target asset mixes is to show how target asset mixes may be created with different risk and return characteristics to help meet a participant’s goals. You should choose your 
own investments based on your particular objectives and situation. Remember that you may change how your account is invested. Be sure to review your decisions periodically to make sure 
they are still consistent with your goals. You should also consider any investments you may have outside the plan when making your investment choices. These target asset mixes were 
developed by Strategic Advisers, Inc., a registered investment adviser and Fidelity Investments company, based on the needs of a typical retirement plan participant. 

49%
25%

21%
5%

6%
14%

50%
30%

35%40%

15%10%

Mixing asset classes can help moderate risk

Presenter
Presentation Notes
Pie Returns
OK, now lets compare the results that these four model portfolios have generated.  As we stated, each model portfolio offers a different potential for risk and returns.  The returns in this chart are based on indexes that are representative of each type of asset class. These returns do not represent actual or implied performance of any investment option.  This chart also shows the worst years during the same time period.  Remember, you cannot invest directly in an index.

Let’s take a closer look at each of the four model portfolios.
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Reviewing your 
plan’s investment 
options

Let’s explore:
– What type of investor are you?
– Your plan’s investment options

Presenter
Presentation Notes
Armed with these basic investment concepts, you’re now ready to review and select from among your plan’s investment options. Your choices may include a number of investment options from some or all of the three investment types discussed here. 

But before we get into the specific investments, let’s talk about the general idea of choosing investments.

Choosing investments within your Plans is easier than you may think. First, it’s
important to determine what type of investor you are. Are you the type that is more hands-on or hands-off?
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Hands-on or hands-off?
– Do you want to make your own investment decisions?
– Are you comfortable building your own portfolio?
– Do you have the time to actively manage your investments?

An investment approach for every investment style

Lifecycle funds*
Provide an automatic

investment mix that becomes 
continually more conservative
as time goes on. Just pick the 

fund with the year that’s closest
to the year you plan to retire.

Let us guide you
Use our investment guidance

tools available on the NetBenefits 
Planning tab

Do-it-yourself
Access Fidelity’s research 
resources, and utilize our

fund selection tools to build
your own portfolio.

Hands-onHands-off

*Lifecycle funds are designed for investors expecting to retire around the year indicated in each fund’s name. The investment risk of each lifecycle fund changes over time as its 
asset allocation changes. Lifecycle funds are subject to the volatility of the financial markets, including equity and fixed income investments in the U.S. and abroad, and may be 
subject to risks associated with investing in high-yield, small-cap, and foreign securities. Principal invested is not guaranteed at any time, including at or after their target dates.

Neither diversification nor asset allocation ensures a profit or guarantees against loss.

Presenter
Presentation Notes
Fidelity offers approaches to investing for everyone, from those who prefer to handle everything themselves to those who
want others to make the investment decisions and handle the day-to-day management of their account.
Put it on autopilot: You may consider a lifecycle fund to get the power of a diversified set of mutual funds with the simplicity of a single fund, with the added benefit of professional management. Lifecycle funds are intended to provide an automatic investment mix that becomes continually more conservative as time goes on. Just pick the fund with the year that’s closest to the year you plan to retire.
Let us guide you: Use our investment guidance tool, available on NetBenefits “Planning” tab 
Chart your own course: Access Fidelity’s research resources, and use our fund selection tools to help build your own portfolio.

Let’s talk a bit more about basic investing terms and concepts that can help you understand how investments work and
make better financial decisions about saving for your future.






Make sure your 
portfolio stays on 
target

Let’s explore:
– How an investment mix can change 

over time
– The importance of periodic rebalancing
– When to make a change

Presenter
Presentation Notes
Now you’ve got your investments in place. Is your job over? Not at all. Smart investors monitor their performance regularly—looking for any mismatch between their goals and the investments they’re holding. 




Workplace Education Series

21

Gains and losses can cause your allocation to shift

50.00%

62.23%
69.86%

3.60%

26.54%
31.93%

40.00%

5.84%10.00%

1994 2004 2014

Stocks Bonds Short-term

Data Source: Ibbotson Associates, 2015. Stocks are represented by the S&P 500® Index, and bonds are represented by the Barclays U.S. Aggregate Bond Index for bonds. Barclays U.S. Aggregate 
Bond Index is a market value–weighted index that covers the U.S. fixed-rate investment grade bond market with index components for government and corporate securities, mortgage pass-through 
securities, and asset-backed securities with maturities of one year or more. Short-term instruments are represented by U.S. Treasury bills, which are backed by the full faith and credit of the U.S. 
government. 

S&P 500 Index is a market capitalization–weighted index of 500 common stocks chosen for market size, liquidity, and industry group representation to represent U.S. equity performance.

Indices are unmanaged and you cannot invest directly in an index.

Past performance is no guarantee of future results.

This chart is for illustrative purposes only. 

How an investment mix can change over time

Presenter
Presentation Notes

Let’s look at this chart. You can see how over a period of time, a portfolio’s asset allocation can shift, in most cases due to market performance. 

This shift most often can create a situation where your initial investment strategy moves either more aggressively or conservatively than you had intended. 

To make sure you keep your asset allocation on track, its important to review and rebalance your portfolio at least on an annual basis.




Workplace Education SeriesMonitoring and rebalancing may be critical 
to success

It can help keep your portfolio 
in line with your goals

Stocks Bonds

Cash

Monitor and adjust your portfolio over time

Presenter
Presentation Notes
To make sure your investment mix stays on target, it’s important to review and rebalance your portfolio at least on an annual basis or after a major life event.
Rebalancing just means monitoring and adjusting your asset allocation and diversification over time. Think of it as doing routine maintenance to help performance and to protect against larger problems down the road. Like taking your car in for an oil change.
Not rebalancing your portfolio regularly makes it hard to keep a handle on the asset mix in your portfolio. You could be exposing yourself to too much risk, making you overly vulnerable to market fluctuations, or you might be limiting the potential of your assets to grow.  In any case, failing to rebalance means that your asset mix will be different from the one you selected, taking you off your chosen path, and making it harder to meet your financial goals.
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Two ways to help keep your 
portfolio in balance

For illustrative purposes only.

Target
portfolio

Current
portfolio

Change
+/-

Stocks 70% 74% -4%

Bonds 25% 21% +4%

Short-term investments 5% 5% None

TOTAL 100% 100%

Target
portfolio

Current
portfolio

Change
+/-

Stocks 70% (+/- 5%) 74% None

Bonds 25% (+/- 5%) 21% None

Short-term investments 5% (+/- 5%) 5% None

TOTAL 100% 100%

Tactical rebalancing

Static rebalancing

Presenter
Presentation Notes
There are several ways to rebalance your portfolio. 
The first is static rebalancing. Like the name suggests, static rebalancing is a rigid approach. With static rebalancing you determine the desired investment mix and rebalance at regular intervals, such as annually or whenever you receive your quarterly statement. At the end of each interval, if any of the investment types shift out of proportion from the desired mix, you make exchanges to bring them back into balance.
For example, in this illustration, the target investment mix is 70% stocks, 25% bonds and 5% short-term investments. Assume that at the end of the quarter the allocation has shifted, as a result of investment performance, to a mix of 74% stocks, 21% bonds and 5% short-term. With static rebalancing this investor would sell a portion of the shares in the investment types that are over the target, in this example, stocks, and use the proceeds to buy bond funds to bring the bond allocation back up to the 25% target.
Tactical rebalancing on the other hand is more flexible. Tactical rebalancing uses the same principles as static rebalancing, but it gives you a bit more flexibility about when to make changes. With tactical rebalances you still periodically review your mix, but you may give yourself a little bit of “wiggle room” in terms of how much shift you will allow in your portfolio. Many investors give themselves somewhere between 5 and 10 percent for each investment type.  
In the previous example, our investor’s stock holdings increased by 4% while his bonds dropped by 4% during the period in question. With static rebalancing, our investor would sell some of the stock holdings and move the proceeds to bonds. If our investor was using a tactical strategy for rebalancing and giving himself 5% leeway either way, it would not be necessary to make a change.   
All of the investment types are within the 5% window. Since our investor is pretty close to the 5% shift, he may want to review the balances again before the next interval, but it would not be necessary to make changes at this time. 
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To get your portfolio back 
where you want it
– Change the way future contributions are directed
– Exchange your current account balances
– Move small amounts of money at a time

 A Tool to Help: To make changes—on the spot if you’d like—
through the NetBenefits contribution page.

Presenter
Presentation Notes
The actual transaction of making changes to your account may be done in several ways.

One way is to change how new payroll contributions are being invested, while leaving your existing account balances as they are. This technique is often used by people who no longer want to contribute to a specific fund that has fallen in value over time, but are not ready to sell the current shares.

The opposite of the previous technique is to leave future payroll contributions going to their present investment options, but move portions of your current balances between investment options.

Keep in mind, too, that when moving portions of your existing balances, it’s not an “all or none” transaction. If, for example, you have holdings in an investment that you think is over-weighted but don’t want to sell off the entire excess amount at once, you can move portions at a time.  Perhaps move a certain percentage now, then review it again in several months to see if you’re comfortable with moving another portion. 

Once you’ve decided you need to rebalance, you can make these changes either right online at NetBenefits or by calling your plan’s toll-free number.



Workplace Education SeriesWhen is the right time to make a change

Key indicators that a change 
may be necessary

– Your mix shifts from 5% to 10% from its target
– A major life event such as marriage, birth of a child,

or divorce

Presenter
Presentation Notes
Of course, there are times when action is advisable. 

These include times when your investment mix shifts 5% to 10% from your target.

Or, when you experience the kind of life event that has long-term financial ramifications—positive or negative.



Stay on track
Let’s explore:
– Steps to help make sure you’re 

properly invested 
– Common pitfalls
– How Fidelity can help

Presenter
Presentation Notes
Asset allocation, diversification, rebalancing, regular investing – investing terminology can sure be daunting. But, with a little effort and help from Fidelity, you can build an investment mix to help you get the most out of your retirement savings.
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What to Do: Visit NetBenefits® and use our online 
guidance tools.



Make sure you are properly 
invested

– Determine an appropriate investment mix
– Determine your investment style
– Select investment options that fit 

your target investment mix and investment style
– Review and adjust your investment mix as needed
– Simplify your finances by consolidating accounts*

*Be sure to consider all your available options and the applicable fees and features of each before moving your retirement assets.

Presenter
Presentation Notes
Whether you choose to build your portfolio yourself or seek professional solutions, we believe these key steps can help you make sure you are invested properly.

First, you will want to make sure you have completed your Investor Profile Questionnaire. This exercise will show you what type of investor you are, and provide you a target investment mix that most closely matches your investment style. 

Once you have your target asset mix, you will want to determine your investment style – are you a “hands on” or “hands off"  investor or somewhere in between.  Then you will be able to select investment options from your plan that best fit your specific situation. 

Remember that your situation may change from time to time, so you should review your strategy, and rebalance when necessary.

For ease of management, you should consider reducing the number of different accounts you may have. Consolidating old workplace savings accounts into an IRA may make investment strategy management easier. Keep in mind that fees may apply when closing and consolidating accounts.

And finally – go online and use our guidance tools to help you build your portfolio.




Workplace Education SeriesStay on track

Avoid common pitfalls
– Chasing “hot” performance
– Trying to time the market
– Emotional panic selling
– Avoiding the market
– Investing without sufficient research and understanding
– Viewing investing as a one-time task

Presenter
Presentation Notes
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We’re here to help
Schedule a complimentary 
one-on-one guidance consultation 
1-800-642-7131 or 
http://getguidance.fidelity.com

Visit NetBenefits®

www.fidelity.com/atwork

Call Paul Gunning 
617-258-8872
paul.gunning@fmr.com

Presenter
Presentation Notes
Above all, we want you to know that Fidelity is here to help. For additional guidance and strategies to help you make the most of your transition:


Schedule a complimentary one-on-one consultation with a Fidelity representative to review your current workplace investing strategy and help you develop a plan for the future. If you are interested, please complete a contact card at the end of our discussion.

Visit NetBenefits to access a variety of interactive tools and online resources for all your employee benefits plan needs. You can also access Fidelity’s e-Learning catalog at http://e-learning.fidelity.com for a variety of self-directed workshops that provide the education you may need to help you reach your retirement goals.














http://getguidance.fidelity.com/
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Before investing, consider the funds' investment objectives, risks, charges, and expenses. Contact Fidelity for a 
prospectus or, if available, a summary prospectus containing this information. Read it carefully.

Keep in mind, investing involves risk. The value of your investment will fluctuate over time and you may gain or lose money.
The third-party trademarks appearing herein are the property of their respective owners.

Guidance provided is educational.

Past performance is no guarantee of future results.

Indices are unmanaged and you cannot invest directly in an index. 

The S&P 500 Index is a registered service mark of Standard & Poor's Financial Services, LLC. The S&P 500 Index is a market capitalization–weighted 
index of 500 common stocks chosen for market size, liquidity, and industry group representation to represent U.S. equity performance. 

The U.S. Intermediate Government Bond Index is an unmanaged index that includes the reinvestment of interest income.

MSCI EAFE (Europe, Australasia, Far East) Index is a market capitalization–weighted index that is designed to measure the investable equity 
market performance for global investors in developed markets, excluding the U.S. & Canada.

The Merrill Lynch US High Yield Master II Index (H0A0) is a commonly used benchmark index for high yield, corporate bonds. It is administered by 
Merrill Lynch. The Master II is a measure of the broad high yield market, unlike the 
Merrill Lynch BB/B Index, which excludes lower-rated securities.

Barclays U.S. Aggregate Bond Index is a market value–weighted index that covers the U.S. fixed-rate investment grade bond market with index 
components for government and corporate securities, mortgage pass-through securities, and asset-backed securities with maturities of one year or 
more.

30 Day T-Bill Index measures the annual total return of a short-term obligation that is not interest-bearing (it is purchased at a discount); can be traded 
on a discount basis for 91 days.

Russell 2000 Index is a market capitalization–weighted index designed to measure the performance of the small-cap segment of the U.S. equity 
market.
AEW Global Properties Trust Fund, Bond Oriented Balanced Fund, Diversified Stock Fund, Fidelity BrokerageLink®, GW&K Small/Mid Cap Core Collective Investment Fund, Prudential 
Core Plus Bond Fund Class 5, Vanguard Target Retirement 2010 Trust Plus, Vanguard Target Retirement 2015 Trust Plus, Vanguard Target Retirement 2020 Trust Plus, Vanguard 
Target Retirement 2025 Trust Plus, Vanguard Target Retirement 2030 Trust Plus, Vanguard Target Retirement 2035 Trust Plus, Vanguard Target Retirement 2040 Trust Plus, Vanguard 
Target Retirement 2045 Trust Plus, Vanguard Target Retirement 2050 Trust Plus, Vanguard Target Retirement 2055 Trust Plus, Vanguard Target Retirement 2060 Trust Plus, Vanguard 
Target Retirement Income Trust Plus, Vanguard Total Stock Market Index Trust, Wellington Trust Company CIF II High Yield (Series 1): This investment option is not a mutual fund.

© 2015 FMR LLC. All rights reserved.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
539819.74.9
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Presentation Notes
Before investing, consider the investment objectives, risks, charges, and expenses of the fund or annuity and its investment options. For this and other information, contact Fidelity for a free prospectus or, if available, a summary prospectus. Read it carefully before you invest.
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