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Defensive investment
strategies share a common
goal — to help a portfolio better
weather an economic
downturn and/or bouts of
market volatility. But there are
some key differences,
including the specific criteria by which particular
stocks are selected. If you are nearing
retirement or just have a more conservative risk
tolerance, one of these defensive strategies
may help you manage risk while maintaining a
robust equity portfolio.

Tilt toward value
Growth and value are opposite investment
styles that tend to perform differently under
different market conditions. Value stocks are
associated with companies that appear to be
undervalued by the market or are in an
out-of-favor industry. These stocks may be
priced lower than might be expected in relation
to their earnings, assets, or growth potential,
but the broader market is expected to
eventually recognize the company's full
potential.
Established companies are more likely than
younger companies to be considered value
stocks. These firms may be more conservative
with spending and emphasize paying dividends
over reinvesting profits. Unlike value stocks,
growth stocks may be priced higher in relation
to current earnings or assets, so investors are
essentially paying a premium for growth
potential. This is one reason why growth stocks
are typically considered to carry higher risk than
value stocks.
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Whereas stock prices are often unpredictable
and may be influenced by factors that do not
reflect a company's fiscal strength (or
weakness), dividend payments tend to be
steadier and more directly reflect a company's
financial position. Comparing current dividend
yields, and a company's history of dividend
increases, can be helpful in deciding whether to
invest in a stock or stock fund.

non-dividend payers, and there are times when
dividend stocks may drag down, not boost,
portfolio performance. For example, dividend
stocks can be sensitive to interest rate
changes. When rates rise, the higher yields of
lower risk fixed-income investments may
become more appealing, placing downward
pressure on dividend stocks.

Temper volatility
All stocks are volatile to some degree, but
some have been less volatile historically than
others. Certain mutual funds and
exchange-traded funds (ETFs) labeled
"minimum volatility" or "low volatility" are
constructed with an eye toward reducing risk
during periods of market turbulence.
One commonly used measure of a stock or
stock fund's volatility is its beta, which is
typically published with other information about
an investment. The U.S. stock market as a
whole is generally considered to have a beta of
1.0. In theory, an investment with a beta of 0.8
might experience only 80% of losses during a
downswing — and thus would have less ground
to regain when the market turns upward again.
The return and principal value of all
investments fluctuate with changes in market
conditions. Shares, when sold, may be worth
more or less than their original cost. Investing in
dividends is a long-term commitment. The
amount of a company's dividend can fluctuate
with earnings, which are influenced by
economic, market, and political events.
Dividends are typically not guaranteed and
could be changed or eliminated. Low-volatility
funds vary widely in their objectives and
strategies. There is no guarantee that they will
maintain a more conservative level of risk,
especially during extreme market conditions.

Mutual funds and exchange-traded funds are
sold by prospectus. Please consider the
investment objectives, risks, charges, and
expenses carefully before investing. The
prospectus, which contains this and other
information about the investment company, can
be obtained from your financial professional. Be
sure to read the prospectus carefully before
The flip side is that dividend-paying stocks may
deciding whether to invest.
not have as much growth potential as
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Key Estate Planning Documents

There are four key estate
planning documents almost
everyone should have
regardless of age, health, or
wealth: a durable power of
attorney, advance medical
directives, a will, and a letter
of instruction.

Estate planning is the process of managing and
that "serves only to postpone the moment of
preserving your assets while you are alive, and
death."
conserving and controlling their distribution
• A health-care proxy lets one or more family
after your death. There are four key estate
members or other trusted individuals make
planning documents almost everyone should
medical decisions for you. You decide how
have regardless of age, health, or wealth. They
much power your representative will or won't
are: a durable power of attorney, advance
have.
medical directives, a will, and a letter of
•
A do-not-resuscitate (DNR) order is a legal
instruction.
form, signed by both you and your doctor,
Durable power of attorney
that gives health-care professionals
permission to carry out your wishes.
Incapacity can happen to anyone at any time,
but your risk generally increases as you grow
Will
older. You have to consider what would happen
A will is quite often the cornerstone of an estate
if, for example, you were unable to make
decisions or conduct your own affairs. Failing to plan. It is a formal, legal document that directs
plan may mean a court would have to appoint a how your property is to be distributed when you
die. If you don't leave a will, disbursements will
guardian, and the guardian might make
decisions that would be different from what you be made according to state law, which might
not be what you would want.
would have wanted.
There are a couple of other important purposes
A durable power of attorney (DPOA) enables
for a will. It allows you to name an executor to
you to authorize a family member or other
trusted individual to make financial decisions or carry out your wishes, as specified in the will,
and a guardian for your minor children.
transact business on your behalf, even if you
become incapacitated. The designated
individual can do things like pay everyday
expenses, collect benefits, watch over your
investments, and file taxes.
There are two types of DPOAs: (1) an
immediate DPOA, which is effective at once
(this may be appropriate, for example, if you
face a serious operation or illness), and (2) a
springing DPOA, which is not effective unless
you become incapacitated.

Advance medical directives
Advance medical directives let others know
what forms of medical treatment you prefer and
enable you to designate someone to make
medical decisions for you in the event you can't
express your own wishes. If you don't have an
advance medical directive, health-care
providers could use unwanted treatments and
procedures to prolong your life at any cost.
There are three types of advance medical
directives. Each state allows only a certain type
(or types). You may find that one, two, or all
three types are necessary to carry out all of
your wishes for medical treatment.
• A living will is a document that specifies the
types of medical treatment you would want,
or not want, under particular circumstances.
In most states, a living will takes effect only
under certain circumstances, such as a
terminal illness or injury. Generally, one can
be used only to decline medical treatment

The will should be written, signed by you, and
witnessed.
Most wills have to be probated. The will is filed
with the probate court. The executor collects
assets, pays debts and taxes owed, and
distributes any remaining property to the rightful
heirs. The rules vary from state to state, but in
some states smaller estates are exempt from
probate or qualify for an expedited process.

Letter of instruction
A letter of instruction is an informal, nonlegal
document that generally accompanies your will
and is used to express your personal thoughts
and directions regarding what is in the will (or
about other things, such as your burial wishes
or where to locate other documents). This can
be the most helpful document you leave for
your family members and your executor.
Unlike your will, a letter of instruction remains
private. Therefore, it is an opportunity to say the
things you would rather not make public.
A letter of instruction is not a substitute for a
will. Any directions you include in the letter are
only suggestions and are not binding. The
people to whom you address the letter may
follow or disregard any instructions.

Take steps now
Life is unpredictable. So take steps now, while
you can, to have the proper documents in place
to ensure that your wishes are carried out.
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What's New in the College World?
If you're the parent or grandparent of a current
or prospective college student, you might be
interested to learn what's new in the world of
higher education.

Higher college costs
For the 2018-2019 school year, average costs
for tuition, fees, room, and board were:
• $21,370 at public colleges (in-state)
• $37,430 at public colleges (out-of-state)
• $48,510 at private colleges
Sources
1 College Board, Trends in
College Pricing, 2015-2018
2 The Institute for College
Access and Success, Student
Debt and the Class of 2017,
September 2018
3 Federal Reserve Bank of
New York, Student Loan Data
and Demographics, September
2018
4 Federal Reserve Bank of
New York, Quarterly Report on
Household Debt and Credit,
August 2018
5 U.S. Department of
Education, EFC Formula,
2008-2009, 2018-2019
6 savingforcollege.com, April
12, 2019

The following table shows the average annual
percent increase for tuition, fees, room, and
board since 2015.1 Despite steady cuts to their
budgets from state legislatures, public colleges
have been doing a better job of holding down
cost increases than private colleges.

Reduced asset protection allowance
Behind the scenes, a stealth change in the
federal government's financial aid formula has
been quietly (and negatively) impacting
families. The asset protection allowance, which
lets parents shield a certain amount of their
non-retirement assets from consideration, has
been steadily declining for years, resulting in a
higher expected family contribution, or EFC.
Ten years ago, in the 2008-2009 school year,
the asset protection allowance for a 48-year-old
married parent was $46,700. In 2018-2019, that
same allowance was $21,300, resulting in a
$1,432 decrease in a student's aid eligibility
($25,400 x 5.64%, the federal contribution
percentage required from parent assets).5

FAFSA timeline

Public
In-State

Public
Private
Out-of-State

2015-16

3.3%

3.5%

3.5%

2016-17

2.7%

3.4%

3.4%

The FAFSA (Free Application for Federal
Student Aid) for the 2020-2021 school year can
be filed starting October 1, 2019, and relies on
information in your 2018 federal income tax
return.

2017-18

3.1%

3.2%

3.5%

Proposed 529 plan changes

2018-19

2.8%

2.6%

3.2%

In April 2019, the House Ways and Means
Committee passed the Setting Every
Community Up for Retirement Enhancement
(SECURE) Act, which focuses primarily on
changes to retirement plans but also includes
the expansion of 529 plans.6 Under the
proposed legislation, 529 plan qualified
expenses would be expanded to include:

Assuming a 3% across-the-board increase,
average costs for 2019-2020 would be:
• $22,011 at public colleges (in-state)
• $38,552 at public colleges (out-of-state)
• $49,965 at private colleges
Keep in mind that these figures are averages;
many colleges cost substantially more. And
these figures don't include costs for books,
supplies, personal expenses, or transportation,
which can add on a few thousand dollars. If
you're a parent and cost is a factor when
looking at colleges, you need to take the lead in
the conversation because most 16-, 17-, and
18-year-olds are not financially savvy enough to
drive a $100,000 or $200,000 decision.

• Apprenticeship programs
• Up to $10,000 (lifetime cap) toward student
loan repayment
The legislation has broad bipartisan support, so
look for progress in 2019.

Recent college admissions scandal

Finally, a little perspective. The recent college
admissions scandal has put a spotlight on the
frenzy surrounding elite college admissions and
perpetuates the notion that a child's attendance
Higher student debt
at a particular school is a make-or-break,
Speaking of costs, about 65% of U.S. college
life-defining moment. But families shouldn't buy
seniors who graduated in 2017 had student
into this narrative. Reach for the best schools?
2
loan debt, owing an average of $28,650. And
Sure, if that's important to you and your child.
it's not just students who are borrowing.
Think your child's life is over if he or she doesn't
Parents are borrowing, too. There are
get into one of these schools? No. Many
approximately 15 million student loan borrowers
colleges provide an excellent education, and it's
age 40 and older, and this demographic
up to students to make the most of the
accounts for almost 40% of all student loan
opportunities available wherever they land.
3
debt. Student loan debt is now the
second-highest consumer debt category after
mortgage debt, ahead of both credit cards and
auto loans.4
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Advisory Services may be offered through
Capital Analysts or Lincoln Investment,
Registered Investment Advisers.
Securities offered through Lincoln
Investment, Broker/Dealer, Member
FINRA / SIPC.
www.lincolninvestment.com
Knox Financial Services, LLC. and the
above firms are independent and
non-affiliated.
The Lincoln Investment Companies do not
provide investment, tax, legal, or
retirement advice or recommendations.
The information presented here is not
specific to any individual's personal
circumstances. To the extent that this
material concerns tax matters, it is not
intended or written to be used, and cannot
be used, by a taxpayer for the purpose of
avoiding penalties that may be imposed by
law. Each taxpayer should seek
independent advice from a tax
professional based on his or her individual
circumstances. These materials are
provided for general information and
educational purposes based upon publicly
available information from sources
believed to be reliable — we cannot assure
the accuracy or completeness of these
materials. The information in these
materials may change at any time and
without notice.

Do I need to get a REAL ID when I renew my license?
If you need to renew your
driver's license, you may want
to get a REAL ID. The REAL
ID Act, passed by Congress in
2005, enacts the 9/11
Commission's recommendation that the federal
government set minimum security standards for
state-issued driver's licenses and identification
cards.
Beginning October 1, 2020, residents of every
state and territory will need to present a REAL
ID-compliant license/identification card, or
another acceptable form of identification (such
as a passport), to access federal facilities, enter
nuclear power plants, and board commercial
aircraft. Although implementation has been
slow, states have made progress in meeting the
REAL ID Act's recommendations. A majority of
states and territories, along with the District of
Columbia, have complied with all REAL ID
requirements. The remaining noncompliant
jurisdictions have been granted a temporary
extension from the Department of Homeland
Security.1

be taken and signature captured electronically.
You must provide more documentation than
you would normally need for a standard driver's
license or identification card. A REAL ID
requires that you show (in original or certified
form) proof of identity and lawful presence (e.g.,
U.S. passport, birth certificate), state residency
(e.g., mortgage statement, utility bill), and
Social Security number (e.g., Social Security
card, paystub). In addition, if your current name
doesn't match the one on your proof of identity
document, you must prove your legal name
change (e.g., marriage certificate).
When states first implemented REAL ID
recommendations, applicants were faced with
delays and long wait times. However, many
states have since streamlined the process by
allowing applicants to start the application
process online. For more information on
applying for a REAL ID, you can visit your
state's department of motor vehicles website or
dhs.gov/real-id.
1

Department of Homeland Security, REAL ID
Compliance Extension Updates, October 2018

To obtain a REAL ID, you must apply in person
at your state's department of motor vehicles (or
other approved service center). Your picture will

As a business owner, what should I know before adding
a financial wellness program?
Financial wellness programs
are gaining traction among
employee benefit offerings,
and for good reason: In an
International Foundation of Employee Benefit
Plans (IFEBP) survey, 96% of employers said
employees' personal financial issues had an
impact on their overall job performance. If
you're thinking of adding a financial wellness
program to your benefits lineup, consider the
following points.
Understand what "financial wellness" is. In
2014, the Consumer Financial Protection
Bureau (CFPB) conducted a study to help
measure the effectiveness of financial literacy
programs. As part of their initial work,
researchers sought to define financial
well-being. After conducting nearly 60 hours of
open-ended interviews with consumers, study
authors concluded that financial well-being is
achieved when people (1) are able to control
day-to-day and month-to-month finances, (2)
have the capacity to absorb a financial shock,
(3) are on track to meet their financial goals,
and (4) have the financial freedom to make
choices that allow them to enjoy life.

Assess employee concerns. The IFEBP also
found that 40% of employers report an
increased demand for financial education.
Toward this end, Prosperity Now, a nonprofit
organization dedicated to helping all Americans
prosper, recommends that employers conduct a
needs assessment to determine the most
pressing financial concerns of their workforces.
While the IFEBP said the top three most
popular financial topics covered through such
plans are retirement benefits, pre-retirement
planning, and budgeting, a workforce
composed of relatively young employees may
be more concerned with repaying student loans
and saving for a down payment on a first home.
To position your financial wellness program for
success, be sure it's designed to tackle
challenges that are specific to your primary
employee demographic.
Determine how you will measure your
success. Prosperity Now recommends
considering the following metrics: participation
rates; financial well-being as measured by the
CFPB's Financial Well-Being Scale; employee
retention, satisfaction with employer, morale,
and stress levels; and company cost savings.
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