What Drives
88% of Your
Return?

Asset Allocation

Every investor has unique needs, objectives, and wants. Some
may have a short-term eye on buying a house. Others may have a
long-range goal of retiring at age 60. And even a select few may
want their money to last beyond their lives—to leave a legacy for
family or charity.

As such, there’s no one “right” risk profile or return target for
everyone. Instead, there is a broad range of allocations to meet
each individual’s profile. We account for this breadth by combining
our strategies into over 140 various combinations, where each

has a categorical goal—to deliver near-term income, grow for the
future, or a combination of both.
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Asset allocation ingredients

To achieve these broad goals, we blend various percentage of asset
classes—stocks and bonds—to create an individualized personal portfolio.*

Stocks are known as risk assets, where they tend to deliver higher returns,

but also experience more volatility, than bonds. Bonds tend to be less risky,
but also offer lower returns. Within each of these asset classes, there are sub
asset classes—like small-cap, international, or dividend-paying stocks and
investment-grade or high-yield bonds. Each sub asset class also displays
unique risk and return attributes. Every combination has a different level of risk
and return associated with it.

Understanding allocation combinations

Why does assigning the right asset allocation matter? For one important
reason—data show that 88% of returns from a diversified portfolio come from
asset allocation.' So getting your asset allocation right is critical to reaching
your goals. And fortunately, it’s also within your control.

Here we show you several asset allocations and their objectives. These are
just illustrations of how changing the portfolio mix has historically influenced
average returns and the possibility of loss. It’s important to note these are
not the combinations of our strategies. Rather, this guide explains how asset
allocation decisions may impact risk and return expectations.
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Historical Risk/Return (1926-2021)

100% bonds

Average annual return: 6.3%
Best year (1982): 45.5%
Worst year (1969): -81%
Years with a loss: 20 of 96

30% stocks / 70% bonds
Average annual return: 84%
Best year (1982): 38.3%
Worst year (1931): —14.2%
Years with a loss: 18 of 96

50% stocks / 50% bonds
Average annual return: 9.3%
Best year (1982): 33.5%
Worst year (1931): —=22.5%
Years with a loss: 20 of 96

70% stocks / 30% bonds
Average annual return: 10.5%
Best year (1933): 411%

Worst year (1931): =30.7%
Years with a loss: 23 of 96

100% stocks

Average annual return: 12.3%
Best year (1933): 54.2%
Worst year (1931): —431%
Years with a loss: 25 of 96

20% stocks / 80% bonds
Average annual return: 7.5%
Best year (1982): 40.7%
Worst year (1931): =104%

Years with a loss: 16 of 96

40% stocks / 60% bonds
Average annual return: 8.7%
Best year (1982): 35.9%
Worst year (1931): =18.4%
Years with a loss: 19 of 96

60% stocks / 40% bonds
Average annual return: 9.9%
Best year (1933): 36.7%
Worst year (1931): —26.6%
Years with a loss: 22 of 96

80% stocks / 20% bonds
Average annual return: 114%
Best year (1933): 45.4%
Worst year (1931): —=34.9%

Years with a loss: 24 of 96




'Vanguard, The Global Case for Strategic Asset Allocation, 2012

Source: Vanguard. Data for the U.S. stock market returns comes from the Standard & Poor’s 90 Index from 1926
to March 3, 1957, and the Standard & Poor’s 500 Index thereafter. Data for the U.S. bond market originates from
the Standard & Poor’s High Grade Corporate Index from 1926 to 1968, the Salomon High Grade Index from
1969 to 1972, and the Barclays U.S. Long Credit Aa Index thereafter. Data for U.S. short-term reserves is from
the Ibbotson U.S. 30-Day Treasury Bill Index from 1926 to 1977 and the FTSE 3-Month U.S. Treasury Bill Index
thereafter. Past performance is no guarantee of future returns. The performance of an index is not an exact
representation of any particular investment, as you cannot invest directly in an index.

*We tailor our asset allocation recommendations for each client. However, our selection of individual securities
is not personally tailored to client accounts. Rather, the individual securities purchased and sold for client
accounts are based upon and track the holdings in our Model Portfolios which correspond to each strategy.

The content in this guide is provided for informational purposes only, reflects our general views on investing,
and should not be relied upon as recommendations or financial planning advice. We encourage you to seek
personalized advice from qualified professionals regarding all personal finance issues. While we can counsel
on tax efficiency and general tax considerations, Motley Fool Wealth Management (“MFWM?”) does not (and
is not permitted to) provide tax or legal advice. Clients who need such advice should consult tax and legal
professionals. These comments may not be relied upon as personalized financial planning or tax advice.

MFWM is an SEC-registered investment advisor with a fiduciary duty that requires it to act in the best interests
of clients and to place the interests of clients before its own. HOWEVER, REGISTRATION AS AN INVESTMENT
ADVISOR DOES NOT IMPLY ANY LEVEL OF SKILL OR TRAINING. Access to MFWM is only available to clients
pursuant to an Investment Advisory Agreement and acceptance of MFWM'’s Client Relationship Summary (PDF)
and Brochure (PDF - 204 KB). You are encouraged to read these documents carefully. All investments involve
risk and may lose money. MFWM does not guarantee the results of any of its advice or account management.
Clients should be aware that their individual account results may not exactly match the performance of any of
our Model Portfolios. Past performance is no guarantee of future results. Each Personal Portfolio is subject to
an account minimum, which varies based on the strategies included in the portfolio. MFWM retains the right to
revise or modify portfolios and strategies if it believes such modifications would be in the best interests of its
clients.

MFWM, an affiliate of The Motley Fool LLC (“TMF”), is a separate legal entity, and all financial planning advice
and discretionary asset management services for our clients are made independently by the financial planners
and asset managers at MFWM. No TMF analyst is involved in the investment decision making or daily operations
of MFWM. MFWM does not attempt to track any TMF services.

During discussions with our Wealth Advisors, they may provide advice with respect to 401(k) rollovers into
accounts that are managed by MFWM. Such recommendations pose potential conflicts of interest in that rolling
retirement savings into a MFWM managed account will generate ongoing asset-based fees for MFWM that it
would not otherwise receive.
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