


between investment success and shortfall.

One way to encourage rational investment decision-making is to understand the fundamentals of behavioral economics. 
Recognizing behaviors like anchoring, conrmation bias and availability bias may help investors identify potential mistakes 
before they make them.

4. Make a plan and stick to it
Creating and adhering to a thoughtfully 
constructed investment plan is another way 
to avoid making short-sighted investment 
decisions — particularly when markets move 
lower. The plan should take into account 
a number of faa number of factors, including risk tolerance 
and short- and long-term goals.

One way to avoid futile attempts to time the 
market is with dollar cost averaging, where a 
xed amount of money is invested at regular 
intervals, regardless of market ups and downs. 
This approach creates a strategy in which more 
shashares are purchased at lower prices and fewer 
shares are purchased at higher prices. Over time investors pay less, on average, per share. Regular investing does not ensure a 
prot or protect against loss. Investors should consider their willingness to keep investing when share prices are declining.

Retirement plans, to which investors make automatic contributions with each paycheck, are a prime example of dollar cost 
averaging.

5. Diversication matters
A diA diversied portfolio 
doesn’t guarantee prots 
or provide assurances that 
investments won’t 
decrease in value, but it 
does help lower risk. By 
spreading investments 
acacross a variety of asset 
classes, investors can buffer 
the effects of
volatility on their portfolios. 
Overall returns won’t reach 
the highest highs of any 
single investment — but 
they won’t hit the lowest 
lows either.

FFor investors who want to 
avoid some of the stress of 
downturns, diversication 
can help lower volatility.
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Traditional Individual Retirement Accounts (IRA), 
which were created in 1974, are owned by roughly
36.1 million U.S. households. And Roth IRAs, created 
as part of the Taxpayer Relief Act in 1997, are owned 
by nearly 24.9 million households.1

Both are IRAs. And yet, each is quite different.

Up Up to certain limits, traditional IRAs allow individuals
to make tax-deductible contributions into their 
account(s).  Distributions from traditional IRAs are 
taxed as ordinary income, and if taken before age 
59½, may be subject to a 10% federal income tax 
penalty. Generally, once you reach age 72, you must 
begin taking required minimum distributions.2,3

FFor individuals covered by a retirement plan at work, 
the deduction for a traditional IRA in 2021 is phased 
out for incomes between $105,000 and $125,000 for 
married couples ling jointly, and between $66,000 
and $76,000 for single lers.4

Also, within certain limits, individuals can make 
contributions to a Roth IRA with after-tax dollars. To 
qualify qualify for a tax-free and penalty-free withdrawal of 
earnings, Roth IRA distributions must meet a ve-
year holding requirement and occur after age 59½.5

Like a traditional IRA, contributions to a Roth IRA are
limited based on income. For 2021, contributions to 
a Roth IRA are phased out between $198,000 and $208,000 for married couples ling jointly and between $125,000 and 
$140,000 for single lers.6

IIn addition to contribution and distribution rules, there are limits on how much can be contributed each year to either IRA. In 
fact, these limits apply to any combination of IRAs; that is, workers cannot put more than $6,000 per year into their Roth and 
traditional IRAs combined. So, if a worker contributed $3,500 in a given year into a traditional IRA, contributions to a Roth IRA 
would be limited to $2,500 in that same year.7

Individuals who reach age 50 or older by the end of the tax year can qualify for “catch-up” contributions. The combined limit 
for these is $7,000.8

BBoth traditional and Roth IRAs can play a part in your retirement plans. And once you’ve gured out which will work better for 
you, only one task remains: open an account.9

* Up to certain limits
** Distributions from traditional IRAs are taxed as ordinary income, and if taken before age 59½, may be subject to a 10% federal income tax penalty; however, 
during the year 2020, the CARES Act allowed eligible participants to take an early distribution of up to $100,000 without paying the 10% penalty. Generally, once 
you reach age 72, you must begin taking required minimum distributions.
*** To qualify, Roth IRA distributions must meet a ve-year holding requirement and occur after age 59½.
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35 YEARS
Payments are based on your 35 highest income years
of employment. If you don’t have 35 years of employment
your Social Security benefits will be reduced.

AGE 62
Social Security benefits can start to be collected at age 
62. However, monthly benefits may be reduced by 25% 
to 30% if you collect at this age.

$18,960
If you collect Social Security before your full retirement
age, you will have $1 withheld from your benefits for every 
$2 you make above the $18,960 earnings limit.



6. Fixed income can help bring balance
Stocks are important building blocks of a diversied portfolio, but bonds can 
provide an essential counterbalance. That’s because bonds typically have low 
correlation to the stock market, meaning that they have tended to zig when the 
stock market zagged.

What’s more, bonds with a low equity correlation can potentially help soften the impact 
of sof stock market losses on your overall portfolio. Funds providing this diversication can 
help create durable portfolios, and investors should seek bond funds with strong track 
records of positive returns through a variety of markets.

Though bonds may not be able to match the growth potential of stocks, they have often 
shown resilience in past equity declines. For example, U.S. core bonds were at or positive 
in ve of the last six corrections.

7. The market tends to reward long-term investors
Is it Is it reasonable to expect 30% returns 
every year?  Of course not. And if 
stocks have moved lower in recent
weeks, you shouldn’t expect that to 
be the start of a long-term trend, 
either. Behavioral economics tells us 
recent events carry an outsized 
inueninuence on our perceptions and 
decisions.

It’s always important to maintain a 
long-term perspective, but especially 
when markets are declining. Although 
stocks rise and fall in the short term, 
they’ve tended to reward investors 
oover longer periods of time. Even 
including downturns, the S&P 500’s 
average annual return over all 10-year 
periods from 1937 to 2019 was 
10.47%.

It’s natural for emotions to bubble up 
during periods of volatility. Those 
iinvestors who can tune out the news and focus on their long-term goals are better positioned to plot out a wise investment 
strategy.
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ARTICLE SIDENOTE:
In our practice, we generally utilize 
bond funds as an investment vehicle
for any short-term money (1 to 3 years).


