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In This Issue

Common Retirement Planning Mistakes -- And How to Avoid
Them

Few American workers say they are "very confident" they will have enough money to live
comfortably throughout retirement. To help reduce such uncertainty from your life, consider
these five common investment pitfalls -- and how to avoid them.

Heightened Volatility: The New Normal?

The U.S. economy can't find its footing -- and every piece of bad news, whether at home or
abroad, has the potential to send the markets reeling. All that volatility can make it tough on
investors to stay the course.
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an effective
investment plan
without first
targeting a specific
dollar amount and
recognizing how
much time you have
to pursue that goal.
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Common Retirement Planning Mistakes -- And How to Avoid Them

Only 13% of American workers say they are "very confident" they will have enough money to live comfortably

throughout retirement.! To help reduce such uncertainty from your life, consider these five common
investment pitfalls -- and how to avoid them.

Mistake #1: Waiting to Maximize Your Contributions

The sooner you start contributing the maximum amount allowed by your employer-sponsored retirement plan,
the better your chances for building a significant savings cushion. By starting early, you allow more time for
your contributions -- and potential earnings -- to compound, or build upon themselves, on a tax-deferred
basis. For 2012, the maximum you can contribute to your plan is $17,000. If you are age 50 or older, you can
sock away an additional $5,500. If you can't contribute to the max, be sure to contribute enough to take full
advantage of any company match contributions.

Mistake #2: Ignoring Specific Financial Goals

It is difficult to create an effective investment plan without first targeting a specific dollar amount and
recognizing how much time you have to pursue that goal. To enjoy the same quality of life in retirement that
you have become accustomed to during your prime earning years, you may need the equivalent of up to 80% of
your final working year's salary for each year of retirement.

Mistake #3: Fearing Stock Volatility

It is true that stock investments face a greater risk of short-term price swings than fixed-income investments.

However, stocks have historically produced stronger earnings over the long term.? In general, the longer your
investment time horizon, the more you might want to rely on stock funds.

Mistake #4: Timing the Market

Some investors try to base investment decisions on daily price swings. But unless you have a crystal ball,
"timing the market" could be very risky. A better idea might be to buy and hold investments for several years.

Mistake #5: Failing to Diversify

Investing in just one fund or asset class could subject your investment portfolio to unnecessary risk. Spreading
your money over a well-chosen mix of investments may help reduce the potential for loss during periods of
market volatility. Diversification may offset losses in any one investment or asset category by taking advantage
of possible gains elsewhere.

Now that you are aware of these five common investment errors, consider yourself lucky: You are ready to
benefit from other people's experiences -- without making the same mistakes.

1Source: Employee Benefit Research Institute, 2011 Retirement Confidence Survey, March 2011.

2Source: Standard & Poor's. Stocks are represented by total returns from Standard & Poor's Composite
Index of 500 Stocks, an unmanaged index generally considered representative of the U.S. stock market.
Bonds are represented by annual total returns of long-term (10+ years) Treasury Bonds. Indexes do not take
into account the fees and expenses associated with investing, and individuals cannot invest in any index. Past
performance is no guarantee of future results. With any investment, it is possible to lose money.

© 2012 McGraw-Hill Financial Communications. All rights reserved.
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Although you may be
rightfully gun shy in
the wake of the
recent market
turmoil, one strategy
you should seriously
consider is selectively
adding to your
portfolio.

Heightened Volatility: The New Normal?

It's not your imagination: The stock market is bumpier than normal. The U.S. economy can't find its footing --
and every piece of bad news, whether at home or abroad, has the potential to send the markets reeling. All that
volatility can make it tough on investors to stay the course.

Historically speaking, the market today is about three times more volatile than it has been in the past.
Specifically, the S&P 500 rose or fell by 2% or more an average of 5 times per year from 1950 until 1999. Since

2000, however, that average jumped to 12.5 times per year for advances and more than 14 times for declines.!
What's more, 10 of the 20 largest daily upswings and 11 of the 20 largest daily drops since the beginning of

1980 have occurred within the last three years.?

Who or what deserves the blame for heightened market volatility is difficult to say. On the economic side,
uncertainty about when and how fully the economy will recover is a major factor. So are factors such as the
heightened reliance on government monetary policy, unsustainable fiscal trends, and the apparent lack of
collaboration among legislators in Washington. On the investment side, high-frequency trading, hedge funds,
and inverse and leveraged ETFs all contribute to the volatility.

What Can You Do?

Regardless of the drivers, heightened volatility requires individual investors and their advisors to exercise
specific investment strategies. While many of these strategies are basic investing concepts that can be applied
at any time, they are particularly important in a volatile environment.

* Don't follow the herd. Don't sell into a rapidly declining market and don't buy into a rapidly rising
market. You'll just be following the herd and locking in losses. Panic selling also runs the risk of
missing the market's best-performing days. For example, missing just the 5 top-performing days of the
20 years ended December 31, 2010, would have cost you more than $19,000 based on an original
investment of $10,000 in the S&P 500. Missing the top 20 days would have reduced your average
annual return from 9.14% to 3.00%.3

* Keep a long-term perspective. It is all too easy to get caught up in the stock market's daily
roller-coaster ride. This type of behavior is natural, but can easily lead to bad decisions. Instead, focus
on whether your long-term performance objectives, i.e., your average returns over time, are meeting
your goals.

* Take advantage of asset allocation. During volatile times, more risky asset classes such as stocks
tend to fluctuate more, while lower-risk assets such as bonds or cash tend to be more stable. By
allocating your investments among these different asset classes, you can help smooth out the
short-term ups and downs.

® Consider buying opportunities. Although you may be rightfully gun shy in the wake of the recent
market turmoil, one strategy you should seriously consider is selectively adding to your portfolio. This
is especially true when prices are low versus historical averages.

1Source: Standard & Poor's Equity Research Services, "Shaken and Stirred," August 29, 2011.

2Source: The New York Times, "Market Swings Are Becoming New Standard," September 11, 2011.

3Source: Standard & Poor's. For the period indicated. Stocks are represented by the S&P 500, an unmanaged
index that is generally considered representative of the U.S. stock market. Past performance is not a guarantee

of future results.

© 2012 McGraw-Hill Financial Communications. All rights reserved.
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