
Asset allocation overview
Retirement Income Planning

•  Help make your savings last

•  Live the retirement  
you’ve imagined

•  Build a strong portfolio

For investors

Not FDIC Insured • May Lose Value • No Bank Guarantee
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There is a 25% chance that at least  
one member of a healthy 65-year-old 
couple will live to age 97.1 

So how do you make your savings last so you can  
live the retirement you’ve always dreamed of?

Work with your advisor to find a balance of growth 
and income investments that can help keep your 
assets working throughout your retirement. 
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Living longer means rethinking old retirement 
investing strategies
many people believe they need a very conservative portfolio in order  

to protect their assets as they approach retirement. But depending on your 

situation, this may not be the most prudent financial decision. People are 

generally living longer than previous generations, and that means nest  

eggs may need to last longer, too.

Asset allocation is a critical component of your retirement  
income plan

You may know that the key risks to financial security in retirement are 

longevity, inflation, asset allocation, withdrawal rate, and health care costs.

But did you know that asset allocation is also a powerful tool – squarely under 

your control – that can help forestall some effects of the other four risks?  

Appropriate asset allocation can help reduce other risks by:  

•  Helping your money continue to grow over the long term, reducing your  

risk of outliving your assets.

•   Giving you a better chance of maintaining your purchasing power over time.

•  Allowing you and your advisor to determine an appropriate annual 

withdrawal rate. 

•   Helping you prepare for and absorb health care expenses as they arise. 

Whether you thrive – or just get by – in retirement may depend on how you 

allocate your assets. But remember, asset allocation does not ensure  

a profit or guarantee against a loss.

Your advisor can help you see the big picture
Retirement finances are like a jigsaw puzzle. Your advisor  
can help you fit the pieces together by planning for risks  
and contingencies, and by helping you organize and manage  
your finances within a retirement income plan.
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Build a retirement portfolio with staying power
the target asset mixes illustrated below show that there are several ways to 

help ensure that your portfolio can generate income during retirement. 

Generally, among asset classes, stocks may present more short-term risk and volatility than bonds or short-term instruments but may provide greater 
potential return over the long term. Although bonds generally present less short-term risk and volatility than stocks, bonds contain interest rate risk 
(as interest rates rise, bond prices usually fall); the risk of issuer default; and inflation risk. Foreign investments, especially those in emerging markets, 
involve greater risk but may offer greater potential return than U.S. investments. the above target asset mixes are hypothetical models and illustrate 
certain examples of many possible combinations of investment allocations that could help an investor pursue his or her goals; these target asset 
mixes do not constitute investment advice under the employee Retirement income Security Act of 1974 (eRiSA). 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. 
these target asset mixes were developed by Strategic Advisers, inc., a registered investment adviser and Fidelity investments.

Examples of target asset mixes designed  
to meet various goals
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Conservative 

may be appropriate for investors who want 

to minimize fluctuations in market value by 

taking an income-oriented approach with 

some potential for capital appreciation. 

Balanced

may be appropriate for investors who  

want the potential for capital appreciation 

and some income and who can withstand 

moderate fluctuations in market value. 

Growth 

may be appropriate for investors who  

have a preference for growth and who  

can withstand significant fluctuations  

in market value. 

Aggressive Growth 

may be appropriate for investors who seek 

aggressive growth and who can tolerate 

wide fluctuations in market value, especially 

over the short term.

Broad selection  
from Fidelity
Fidelity has experience in each  

of these asset classes to help  

you build a retirement portfolio 

tailored to your needs. 

stocks: We offer domestic and 

international equity funds. 

Bonds: our fixed-income  

funds include investment  

grade and high yield.   

short-term investments:  

our short-term funds, often  

called “money market funds,” 

include several options. 

Asset allocation investments:  

our complete lineup of asset 

allocation funds – managed 

allocation, target-risk, target-date, 

and target-payment funds – 

provides choices that address 

financial goals and risk tolerance. 

More options for income:  

Your advisor may also provide 

information about putting  

a portion of your assets into  

an income-producing vehicle  

such as an annuity.
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How would you have fared?
inflation and health care costs have risen over the long term, 

making most goods and services more expensive. 

A conservative portfolio has kept up – but just barely. Greater 

exposure to equities may give your portfolio the “breathing 

room” necessary for long-term financial security.   

it may seem paradoxical, but without growth,  
your portfolio may not be able to generate income 
for as long as you need it to.

Please refer to page 2 for investment categories (domestic stocks, international equities, bonds, short-term investments, etc.) of each target 
asset mix model. 
the graph above represents the average annual return percentage for the investment categories shown from 1926 to 2012 from ibbotson Associates. 
Past performance is no guarantee of future results. Returns include the reinvestment of dividends and other earnings. this graph is for illustrative 
purposes only and does not represent actual or implied performance of any investment option. All indices are unmanaged and it is not possible to 
invest directly in an index.
Domestic stocks are represented by the Standard & Poor’s 500 index (S&P 500®). the S&P 500 is a market capitalization-weighted index of 500 
common stocks chosen for market size, liquidity, and industry group presentation to represent U.S. equity performance. Foreign stocks (international 
equities) are represented by the mSci® eAFe®  (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. 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 investments 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, which monitors the cost of living in the United States. 
U.s. 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. Please see “other important information”  
on the inside back cover for index definitions.
* Data for health care costs is from the centers for medicare and medicaid Services, national Health expenditures estimates 2011-2021.

1926–2012 comparison of average annual rising 
costs vs. average annual investment returns

the graph shows how historical annual 

returns on various asset allocations have 

fared compared with inflation and health 

care costs. Keep in mind that equity 

investments generally involve greater 

risk than other investments, including 

the possibility of losing principal. Asset 

allocation does not ensure a profit or 

guarantee against a loss.

Conservative Balanced Growth Aggressive 
growth

Inflation
3.0%

6.0%

7.9%

8.9%
9.5%

6.2%

Health
 care costs*

Rising costs Average annual portfolio returns (1926–2012)



It’s more than a retirement portfolio. It’s your source for future income.
Subtle differences in asset allocation can affect how long your savings will last.

compare the hypothetical situations of marie and Diane. Both women are about to retire,  

and both are working with their financial advisors to build income plans. 

each woman even has the same goals: to avoid outliving her assets and withdraw 6% annually  

from her savings. But each woman is considering a different approach to reach those goals.  

MArIe  
conservative approach

Diane  
BALANCeD APProACh

Asset allocation:
stocks
20%

Bonds
50%

short-term
30%

stocks 
50%

Bonds
40%

short-term
10%

During historical Average 
Market conditions at a 

6% inflation-adjusted 
annual withdrawal rate, 

assets would have lasted:^

24 years 32 years

Primary concern:
the effects of market volatility on  
her portfolio

Being able to afford whatever she needs, 
including quality health care

Assumptions:
•  Believes she needs to protect her assets and 

keep pace with inflation
•  expects to live longer than her life expectancy

•  Believes she needs to outpace inflation and 
grow her savings sensibly

•  expects to live longer than her life expectancy

effect of asset 
allocation:

marie’s portfolio of 20% stocks, 50% bonds,  
and 30% cash equivalents may last 24 years.

Diane’s portfolio of 50% stocks, 40% bonds,  
and 10% cash equivalents may last 8 years 
longer than marie’s – for a total of 32 years. 
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Source: Fidelity investments. Average rates of return for stocks, bonds, short-term investments, and inflation  
are based on the risk premium approach, described on the following page. Actual rates of return may be more  
or less. the chart is for illustrative purposes only and is not indicative of any investment. Past performance is  
no guarantee of future results. Several hundred financial market return scenarios were run to determine how  
the asset mixes may have performed. During periods of extended Down Markets, representing the worst  
10% of results, the conservative portfolio would last 19 years and the Balanced portfolio 18 years.  
See “methodology and information“ on page 5 for further details.
^ initial withdrawal amount adjusted annually to keep pace with inflation.

Planning for possibilities: certain scenarios may affect your asset  
allocation approach 
Living to a ripe old age: the likelihood that you will live longer than you think is increasing, 

as average life expectancies are getting longer.  

Inflation: once you are no longer collecting a paycheck, unless your portfolio has the 

potential to grow, you may be unable to keep up with the rising costs of living. 

Market volatility: By considering historical risks and returns of stocks, you may become 

more comfortable deciding how much money to allocate to them.



Your advisor can help you build  
a retirement income plan 
Asset allocation, which you control, could mean  

the difference between:

•  Remaining financially self-sufficient or relying  

on your children for monetary support.

•  Absorbing rising costs with confidence or limiting  

your financial freedom. 

•  Generating income for life or outliving your assets.

Talk with your advisor today about 
building a retirement income plan 
that includes a prudent asset 
allocation approach.  

methodology and information for illustration on page 4
the illustration is not intended to project or predict the present or future value of the actual holdings in a participant’s portfolio or the performance 
of a given model portfolio of securities. 
the illustration highlights varying levels of stocks, bonds, and short-term investments and the purpose of this hypothetical illustration 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 invest-
ments based on your particular objectives and situation. the Average Market and extended Down Market results are based on 50% and 90% 
confidence levels, respectively. the results for the Average market highlight the number of years the hypothetical portfolio would have lasted in 50%  
of the scenarios. the results for the extended Down market are based on a 90% confidence level highlighting the number of years the portfolio would 
have lasted in at least 90% of the scenarios generated. 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 all of your investments when making your investment choices.
the estimated returns for the stock and bond asset classes are based on a “risk premium” approach. the risk premium for these asset classes  
is defined as their historical returns relative to a 10-year treasury bond. Risk premium estimates for stocks (domestic and foreign) and bonds are  
each added to the 10-year treasury return. 
Short-term investment asset class returns are based on a historical risk premium added to an inflation rate, which is calculated by subtracting the 
tiPS (treasury inflation-Protected Securities) yield from the 10-year treasury yield. this method results in what we believe to be an appropriate 
estimate of the market inflation rate for the next 10 years. each year (or as necessary), these assumptions are updated to reflect any movement in  
the actual inflation rate. 
Risk premium estimates and volatility of the stocks, bonds, and short-term asset classes are based on historical annual data from 1926 through 2012 
from ibbotson Associates, inc. Stocks, bonds, and short-term investments are represented by the S&P 500, U.S. intermediate term Government 
Bonds, and the 30-day U.S. treasury Bill index, respectively. Annual returns assume the reinvestment of interest income and dividends, no transac-
tion costs, no management or servicing fees, and the rebalancing of the portfolio every year.
Important: Any projections and simulations are hypothetical in nature, do not reflect actual investment results, and are not guarantees  
of future results. over time, results may vary with each use. It is not possible to invest directly in an index. All indexes include reinvestment 
of dividends and interest income. Although past performance does not guarantee future results, it may be useful in comparing alternate 
investment strategies over the long term. Performance returns for actual investments will generally be reduced by fees or expenses not 
reflected in these hypothetical illustrations.

other important information
standard & Poor’s 500 Index (s&P 500) is a market capitalization-weighted index of 500 widely held U.S. stocks and includes reinvestment of 
dividends. it is not possible to invest directly in the index. 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 an unmanaged market capitalization-weighted index that  
is designed to represent the performance of developed stock markets outside the United States and canada and assumes the highest possible 
withholding taxes are applicable. the Consumer Price Index is a widely recognized measure of inflation calculated by the U.S. government that 
tracks changes in the prices paid by consumers for finished goods and services.



1. Annuity 2000 mortality table; Society of Actuaries. Figure assumes a person is in good health. 
the information provided is general and educational in nature. It is not intended to be, and should not be construed as, legal or tax advice. 
Laws of a specific state or laws relevant to a particular situation may affect the applicability, accuracy, or completeness of this information. 
Consult an attorney or tax advisor regarding a specific legal or tax situation. 
investing involves risk, including risk of loss.
not ncUA or ncUSiF insured. may lose value. no credit union guarantee. 
Approved for use in Advisor and 401(k) markets. Firm review may apply.
third-party trademarks and service marks are the property of their respective owners. All other trademarks and service marks are the property of FmR 
LLc or an affiliated company.

Before investing, consider the funds’ investment objectives, risks, charges, and expenses. Contact your investment 
professional or visit advisor.fidelity.com for a prospectus or, if available, a summary prospectus containing this 
information. read it carefully.
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