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The double-digit gains seen in the stock market by the 
end of 2009 went a long way toward repairing the damage 
sustained by many investors’ retirement plans during the 
recent downturn. With balances in those accounts now 
back to near pre-crash levels from their 12-year lows last 
March, investors are feeling more comfortable about their 
progress toward their retirement goals. But, for many, 
this sudden return of confidence may be premature.

Is your retirement plan really 
on track to your long-term goals?

If your plan offers 

alternative investment 

classes such as real 

estate funds, you may 

want to consider adding 

these or other hedges 

against future inflation.
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A 2008 study by Hewitt Associates showed 
only about 20% of investors were on track 
to save enough for retirement. And a more 
recent analysis by the Center for Retirement 
Research at Boston College found many 
investors were already two or more years 
behind in the retirement plan contributions 
they needed to make before the crash. 
Those people now have even more ground 
to make up and less time to do it. The good 
news is there are strategies that can help put 
your retirement plan back on track.

1. Proactively review your allocation.

While most retirement plan participants 
didn’t empty their 401(k)s or switch to all 
fixed-income or cash investments during 
the downturn (which would have excluded 
them from participating in the recent 
rally), evidence suggests many held fast to 
the belief that their retirement accounts 
should not be touched at all. These 
investors didn’t rebalance or revisit their 
asset allocations during the most volatile 
period in recent market history.

·· 	Because equities and fixed income 
investments behaved differently during 
the recent rally, if you haven’t rebalanced 
recently, your asset allocation is likely 
out of alignment with your long-term 
investment plans. Rebalancing at least 
annually to your target allocation can help 
reduce the impact of cyclical volatility.

·· 	Look at the types of investments in your 
plan. If you were weighted more toward 
small- and mid-cap investments or foreign 
markets to take advantage of the recent 
stock market rally, it may be time to ensure 
your stock portfolio is well diversified and 
includes high-quality blue chip and multi-
national companies.
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·· 	If your plan offers alternative investment 
classes such as real estate funds, you may 
want to consider adding these or other 
hedges against future inflation.

2.	Give yourself more to work with.
Counting on market momentum like 
we saw in the latter half of 2009 to close 
your retirement savings gaps is risky. 
In addition to making sound, timely 
decisions as the environment changes, 
increasing regular contributions to  
your plan can make a big difference. 

·· 	If your employer is among those who 
maintained matching contributions, or if 
they are coming back after a temporary 
suspension, at the minimum you 
should contribute enough to maximize 
that match (usually 50% of what you 
contribute up to 6% of your salary).

·· 	If possible, aim for 10% of your annual 
salary or the $16,500 maximum in 2010, 
whichever is higher. 

·· 	If you are age 50 or older, you can 
contribute an additional $5,500 in 2010, 
which could help make up for  
recent setbacks.

 

3. Understand the costs of investing.
Over time, the fees and expenses 
associated with some investment vehicles 
offered by retirement plans can take a 
noticeable bite out of your portfolio’s 
growth. Unfortunately, these costs aren’t 
always clearly disclosed. 

·· 	There are tools available, both online and 
in print, which will let you compare your 
plan’s costs to others in the same industry.

·· 	Look at the prospectuses for your plan’s 
investment options. Actively managed 
vehicles often carry higher costs than 
passively managed index vehicles, and 
each style has certain advantages and 
disadvantages you should consider.

What You Should Do Now:

Even if you were on track going into 
the recent downturn, in light of the 
changing investment environment and 
market outlook, we recommend that you 
meet with your Financial Advisor and 
formally re-evaluate your retirement plan 
and progress toward your savings goals. 
Together you can determine if your plan 
is on track and, if not, what you can do to 
get it there.
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Rebalancing does not ensure a profit or protect against a loss. Make sure to consider the risks of 
each investment carefully before investing. Past performance is not indicative of future results.

The Importance of Asset Allocation
Revisiting your mix of stocks, bonds, cash and other 
investment vehicles – at least annually within your 
retirement plan is critical to ensure it remains aligned 
with your retirement savings goals and timeframes. 
After the market volatility we’ve experienced over the 
past twelve months, your asset mix may need some fine 
tuning to ensure your retirement plan stays on track. Cash

Stocks

Bonds

Alternative  
investments
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