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q  Plan on probably living a long time 

q  Cash isn’t king and safety is costly 

q  Embrace the power of compounding markets 

q  Avoid mistakes with a sensible strategy 

q  Volatility is normal; manage your emotions 

q  Avoid market timing and stick with your plan 

q  Smart diversification keeps you in control 



Plan on Probably Living a Long Time  
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Mutual Fund Landscape  

Source: J. P. Morgan Asset Management; (Left) SSA 2010 Life Tables; (Right) “The Future of Retirement: Life after Work?” study by HSBC. Figures represent the expected portion of retirement that will not be covered by retirement savings 
based on survey data. J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  March 31, 2016. 
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Source: J.P. Morgan Asset Management; (Left) SSA 2010 Life Tables; (Right) “The Future of Retirement: Life after work?” study by HSBC.
Figures represent the expected portion of retirement that will not be covered by retirement savings based on survey data. 
Guide to the Markets – U.S. Data are as of March 31, 2016.

Probability of reaching ages 80 and 90
Persons aged 65, by gender, and combined couple

Perceived retirement shortfall by country
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Cash isn’t King and Safety is Costly 
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SC: EC21 

Source: FactSet, J. P. Morgan Asset Management; (Top left) Bankrate.com; (Bottom left and right) BEA, Federal Reserve, St. Louis Fed. All cash measures obtained from the Federal Reserve are latest available seasonally adjusted month 
averages. All numbers are in billions of U.S. dollars. Small denomination time deposits are those issued in amounts less than $100,000. All IRA and Keogh account balances at commercial banks and thrift institutions are subtracted from small 
time deposits. Annual income is for illustrative purposes and is calculated based on the 6-month CD yield on average during each year and $100,000 invested. IRA and Keogh account balances at money market mutual funds are subtracted 
from retail money funds. Past performance is not indicative of comparable future results. *J. P. Morgan Asset Management estimate. J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  March 31, 2016. 
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Source: FactSet, J.P. Morgan Asset Management; (Top left) Bankrate.com; (Bottom left and right) BEA, Federal Reserve, St. Louis Fed. 
All cash measures obtained from the Federal Reserve are latest available seasonally adjusted month averages. All numbers are in billions of U.S. 
dollars. Small-denomination time deposits are those issued in amounts of less than $100,000. All IRA and Keogh account balances at commercial 
banks and thrift institutions are subtracted from small time deposits. Annual income is for illustrative purposes and is calculated based on the 6-month 
CD yield on average during each year and $100,000 invested. IRA and Keogh account balances at money market mutual funds are subtracted from 
retail money funds. Past performance is not indicative of comparable future results. *J.P. Morgan Asset Management estimate.
Guide to the Markets – U.S. Data are as of March 31, 2016.

Annual income generated by $100,000 investment in a 6-mo. CD

M2 money supply as a % of nominal GDP

2015: $370

2006: $5,240

1Q16*: 68.4%

Average: 53.4%
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Income generated
Income needed to beat inflation

USD billions Weight in 
money supply

 M2-M1 $9,371 79.3%

     Retail MMMFs $717 6.1%

     Savings deposits $8,250 69.8%

     Small time deposits $404 3.4%

 Institutional MMMFs $1,753 14.8%

$690 5.8%

Total $11,814 100.0%

Money supply
component

 Cash in IRA & Keogh
  accounts



Embrace the Power of Compounding Markets 
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SC: EC21 Mutual Fund Landscape  

Source: Ibbotson, Standard & Poor’s, J. P. Morgan Asset Management. 
J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  December 31, 2016. 
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Source: Ibbotson, Standard & Poor’s, J.P. Morgan Asset Management.
Guide to the Markets – U.S. Data are as of December 31, 2015. 

The power of compounding
S&P 500 price return versus total return, growth of $10,000, quarterly

Major asset classes versus inflation
Growth of $10,000 from 1947-2014, annual, log scale, USD thousands

Dec. 2015: 
$914,424

Dec. 2015: 
$228,042

With dividends reinvested
Price return only
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Small cap stocks
Large cap stocks
Bonds
T-bills
Inflation

$51.4m

$13.8m
$652k

$165k

$106k



Avoid Mistakes with a Sensible Strategy 
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Source: J. P. Morgan Asset Management; (Top) Barclays, FactSet, Standard & Poor’s (Bottom) Dalbar Inc. Indexes used are as follows: REITS: NAREIT Equity REIT Index, EAFE: MSCI EAFE, Oil: WTI Index, Bonds: Barclays U.S. Aggregate 
Index, Homes: median sale price of existing single-family homes, Gold: USD/troy oz, Inflation: CPI. 60/40: A balanced portfolio with 60% invested in S&P 500 Index and 40% invested in high quality U.S. fixed income, represented by the 
Barclays U.S. Aggregate Index. The portfolio is rebalanced annually. Average asset allocation investor return is based on an analysis by Dalbar Inc., which utilizes the net of aggregate mutual fund sales, redemptions and exchanges each 
month as a measure of investor behavior. Returns are annualized (and total return where applicable) and represent the 20-year period ending 12/31/14 to match Dalbar’s most recent analysis. 
J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  March 31, 2016. 
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Source: J.P. Morgan Asset Management; (Top) Barclays, FactSet, Standard & Poor’s; (Bottom) Dalbar Inc.
Indexes used are as follows: REITS: NAREIT Equity REIT Index, EAFE: MSCI EAFE, Oil: WTI Index, Bonds: Barclays U.S. Aggregate Index, Homes: 
median sale price of existing single-family homes, Gold: USD/troy oz, Inflation: CPI. 60/40: A balanced portfolio with 60% invested in S&P 500 Index 
and 40% invested in high quality U.S. fixed income, represented by the Barclays U.S. Aggregate Index. The portfolio is rebalanced annually. Average 
asset allocation investor return is based on an analysis by Dalbar Inc., which utilizes the net of aggregate mutual fund sales, redemptions and 
exchanges each month as a measure of investor behavior. Returns are annualized (and total return where applicable) and represent the 20-year 
period ending 12/31/14 to match Dalbar’s most recent analysis. 
Guide to the Markets – U.S. Data are as of March 31, 2016.

20-year annualized returns by asset class (1995 – 2014)

Portfolio returns: Equities vs. equity and fixed income blend

40/60 stocks & bonds
60/40 stocks & bonds
S&P 500

Mar. 2009:
S&P 500 portfolio 

loses over $50,000

Nov. 2009:
40/60 portfolio 

recovers

Oct. 2010:
60/40 portfolio 
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Mar. 2012:
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Oct. 2007: 
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Avoid Mistakes with a Sensible Strategy 
(part 2) 

8 J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  March 31, 2016. 

Source: Openfolio, IMF, ICI, J.P. Morgan Asset Management.
*Global stock and bond markets data are as of 2013. **U.S. investor allocation is the total value of investments in global or domestic equity mutual 
funds and ETFs. ***Investor allocation by region is based on data collected by Openfolio. Average sector allocations at the national level are 
determined by looking at the sector allocations of over 20,000 brokerage accounts, and taking a simple average. Portfolio allocations are then 
evaluated on a regional basis, and the regional averages are compared to the national average to highlight any investor biases. Further details can 
be found on www.openfolio.com. 
Guide to the Markets – U.S. Data are as of March 31, 2016.

Investor allocation by region
Likelihood of owning stocks in an industry vs. national average***

Investment universe & U.S. investors
Percentage of total net assets, 2014
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Volatility is Normal; Manage your Emotions 
 

9 
Source: Factset, Standard & Poor’s, J. P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough during the year. For 
illustrative purposes only. Returns shown are calendar year returns from 1980 to 2015, except for 2016, which is year to date. J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  December 31, 2016. 
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management.
Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2015, except for 2016, which is year to date.
Guide to the Markets – U.S. Data are as of March 31, 2016.

S&P 500 intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.2%, annual returns positive in 27 of 36 years
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Volatility is Normal; Manage your Emotions 
(part 2) 

10 Source: Factset, Standard & Poor’s, J. P. Morgan Asset Management; (Bottom) CBOE. J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  March 31, 2016. 
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Guide to the Markets – U.S. Data are as of March 31, 2016.

Major pullbacks during current market cycle
S&P 500 Price Index

Volatility
VIX Index

Aug. 25, 2015: 
-12.4%

Jul. 2, 2010: 
-16.0%

Oct. 3, 2011: 
-19.4%

Jun. 1, 2012: 
-9.9%

Jun. 24, 2013: 
-5.8%

Oct. 15, 2014: 
-7.4%

VIX Level
’08 Peak 80.9
Average 18.3
Latest 14.0

Jul. ’10:
Flash Crash,
BP oil spill, 
Europe/Greece

Oct. ’11:
U.S. downgrade,
Europe/periphery 
stress

Jun. ’12:
Euro double dip Jun. ’13:

Taper Tantrum

Oct. ’14:
Global slowdown 
fears, Ebola

Aug. ’15:
Global slowdown 
fears, China, Fed 

uncertainty
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Feb. 11, 2016:
-13.3%

Feb. ’16:
Oil, U.S. 

recession 
fears, 
China



Avoid Market Timing and Stick with your Plan 
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PLAN TO STAY INVESTED  

Trying to time the market 
is extremely difficult to do 
consistently. Market lows 
often result in emotional 
decision making. Investing 
for the long term while 
managing volatility can 
result in a better 
retirement outcome. 

This chart is for illustrative purposes only and does not represent the performance of any investment or group of investments. 

Source: Prepared by J.P. Morgan Asset Management using data from Lipper. 20-year annualized returns are based on the S&P 500 Total Return Index, an unmanaged, capitalization-weighted 
index that measures the performance of 500 large capitalization domestic stocks representing all major industries. Past performance is not indicative of future returns. An individual cannot invest 
directly in an index. Data as of December 31, 2014. 



Avoid Market Timing and Stick with your Plan 
(part 2) 

12 

Source: Barclays, FactSet, Federal Reserve, Robert Shiller, Strategas/Ibbotson, J. P. Morgan Asset Management. Returns shown are based on calendar year returns from 1950 to 2015. Stocks represent the S&P 500 Shiller Composit and 
Bonds represent Strategas/Ibbotson for periods from 1950 to 1980 and Barclays Aggregate after index inception in 1980. Growth of $100,000 is based on annual average total returns from 1950 to 2015.  
J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  March 31, 2016. 
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Source: Barclays, FactSet, Federal Reserve, Robert Shiller, Strategas/Ibbotson, J.P. Morgan Asset Management.
Returns shown are based on calendar year returns from 1950 to 2015. Stocks represent the S&P 500 Shiller Composite and Bonds represent 
Strategas/Ibbotson for periods from 1950 to 1980 and Barclays Aggregate after index inception in 1980. Growth of $100,000 is based on annual average total 
returns from 1950 to 2015.
Guide to the Markets – U.S. Data are as of March 31, 2016.

Range of stock, bond and blended total returns
Annual total returns, 1950-2015

50/50 portfolio          8.9% $555,099
Bonds                        6.0% $321,853
Stocks                      11.1% $819,296

Annual avg. 
total return

Growth of $100,000 
over 20 years
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Smart Diversification Keeps you in Control 

13 J. P. Morgan Asset Management, Guide to the Markets – U.S. Data are as of  March 31, 2016. 
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Large cap: S&P 500, Small cap: Russell 2000, EM Equity: MSCI EME, DM Equity: MSCI EAFE, Comdty: Bloomberg Commodity Index, High Yield: 
Barclays Global HY Index, Fixed Income: Barclays Aggregate, REITs: NAREIT Equity REIT Index. The “Asset Allocation” portfolio assumes the 
following weights: 25% in the S&P 500, 10% in the Russell 2000, 15% in the MSCI EAFE, 5% in the MSCI EME, 25% in the Barclays Aggregate, 5% 
in the Barclays 1-3m Treasury, 5% in the Barclays Global High Yield Index, 5% in the Bloomberg Commodity Index and 5% in the NAREIT Equity 
REIT Index. Balanced portfolio assumes annual rebalancing. Annualized (Ann.) return and volatility (Vol.) represents period of 12/31/99 – 12/31/15. 
Please see disclosure page at end for index definitions. All data represents total return for stated period. Past performance is not indicative of future 
returns. 
Guide to the Markets – U.S. Data are as of March 31, 2016.

In
ve

st
in

g
pr

in
ci

pl
es



14 

Index Definitions and Disclosure 

Disclosure: Professional Financial Strategies, Inc. is an  investment adviser registered with the Securities and Exchange Commission,  
and independently associated with Charles Schwab & Co., TIAA and Dimensional Fund Advisors LP.  
A current Firm Brochure and Supplement are available by calling 585.218.9080 or emailing paulhill@professionalfinancial.com. 
© Copyright 2016 Professional Financial Strategies, Inc.  All rights reserved. 
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