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Determining Your Financial Balance

Even the most seasoned investor can become unnerved by the volatility of the market. But there is a way to
help reduce risk. It's called asset allocation. Here’s how it works.

What is Asset Allocation? Diversification in Practice—A Look At Managing Risk

You've heard the phrase, "don't put  In the chart below, a conservative investor might choose a portfolio
all your eggs in one basket?” Well, that consists of 50% government bonds, 30% Treasury Bills and 20%
that's the basic idea behind large-company stocks, reflecting increasing risk as one ascends the
investment diversification — a key pyramid. A middle ground portfolio might be made up of 50%
component of asset allocation. government bonds and 50% large-company stocks. Finally, an
aggressive investor could opt for a portfolio containing 50% small-
company stocks, 30% large-company stocks and 20% government
bonds.

Diversification means spreading your
assets across a variety of different
investments. It is perhaps the
single most important rule you can
follow when investing because it Conservative Middle Ground
helps reduce your overall risk. You e | corenany

can diversify by industry, sector,
geographic region or asset category.
Diversifying by asset category is | Treasury Bills
called asset allocation.

Asset allocation builds on the basic

company company

principle of diversification. A time- Bonds o
tested personal investment strategy,
asset allocation involves investing

Page 1 of 4



proportionately among different asset categories such as stocks, bonds and money markets or cash. The
percentage you invest in each asset category depends on your particular financial objectives, risk tolerance
and time horizon.

Why Should I Use an Asset Allocation Strategy?

Dividing your portfolio among a variety of investment categories minimizes your reliance on the performance
of any one class. Combining a variety of investments that are unlikely to move in the same direction helps
reduce the risk associated with any single investment, as each one responds differently to changes in the
marketplace. For example, a decline in one may be counterbalanced by those that remain stable or rise.
This investment strategy can help you to effectively target your financial objectives and protect your
investment portfolio against the four key risks you face during retirement:

¢ Longevity risk that you will outlive your assets;

¢ Market risk that your securities will decline in value;

¢ Inflation risk that growth of your retirement savings will not keep pace with inflation; and
¢

Healthcare risk that growth of your retirement savings will not keep pace with rising healthcare costs,
which have been increasing even faster than inflation.

While past performance does not guarantee future results, a sound asset allocation strategy may reduce the
overall risk of your portfolio and enhance returns, depending on the risk composition of your choices.

How Do I Create an Asset Allocation Strategy?

The first step in creating an asset allocation strategy is determining your financial objectives, the level of risk
you can tolerate, and the time frame in which you can invest. Age, income and your family situation should
also be considered, along with your intermediate and long-range

Is. o e e
902 Dividing your

rtfoli
Consider the reasons you are investing. Are you planning for your po tiolio among a

retirement? Are you saving for a down payment on a house? Or Variety of investment
maybe you want to do both? Whatever your objectives, your t . e e
strategy should be developed to help you meet those goals and categories minimizes

establish the time frame in which you hope to achieve them. your reliance on the

What is my investment risk tolerance? p erform ance Of any
Risk tol i lly defined 's ability to withstand
ISK tolerance IS generally defined as a person’s apility to withstan one ClaSS.

declines in the value of his or her portfolio, financially and

emotionally. What is your personal risk tolerance? How comfortable

or uncomfortable are you as the value of your investment moves up

or down? Are you willing to lose some or all of your original investment in exchange for greater potential
returns? In short, it's important to know your personal comfort zone with regard to risk because the
potential for investment gain also means that there is the potential for loss, including loss of principal.

What are your investment objectives?

How long is my investment time horizon?

Effective investment strategies are goal- and time-oriented. In the world of investing, time is generally
described in one of three ways: short-term, which refers to a period of a few months to two or three years;
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intermediate- or mid-term, which refers to a period longer than three years but shorter than ten years; and
long-term, which refers to a period longer than ten years and perhaps as long as 40 or 50 years. Knowing
how long you have to invest, and when and what you’'ll need your money for, is important in creating your
asset allocation strategy.

Should I Change My Asset Allocation Strategy?

Life changes, and so should your investments. The term used for changing or revising your investment
strategy is rebalancing. Rebalancing means bringing your investment portfolio back to its original asset
allocation mix.

Periodic rebalancing is necessary because over time some of your investments may not be in alignment with
your original investment goals. You'll find that some of your investments will grow faster than others. In
addition, if an investor’'s financial goals, risk tolerance or time
horizon has changed, he or she can use rebalancing to adjust his or

her original asset allocation and create a new strategy. PerlOdlc rebalancmg

By rebalancing, you'll ensure that your portfolio does not IS necessary because
overemphasize one or more asset categories, and you'll return your over time, some Of
portfolio to a comfortable level of risk.

. i your investments
Who Can Help With My Asset Allocation

may not be in

Strategy?
Some financial experts believe that determining your asset allocation ahgnment Wlth your
is the most important decision you'll make with respect to your financja] gO&lS.
investments — and even more important than the individual

investments you buy. Don't worry, you don’t have to figure it out on

your own. Your NYLIFE Securities LLC Registered Representative can help you create a unique asset
allocation strategy based on your individual financial objectives, risk tolerance and time horizon. And if you
already have a program in place, he or she can help you re-evaluate or rebalance your investments.
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Robert Petrocelli, Member Agent of The Nautilus Group®, a service of New York Life Insurance Company, Registered Representative offering
securities through NYLIFE Securities LLC (Member FINRA/SIPC), a Licensed Insurance Agency, 120 Broadway, 29th Floor - New York, NY 10271
(212) 261-9530, Financial Adviser offering investment advisory services through Eagle Strategies LLC, a Registered Investment Adviser. Petrocelli
Financial Services LLC is not owned or operated by NYLIFE Securities LLC or its affiliates. Petrocelli Financial Services LLC as well as NYLIFE
Securities LLC and its affiliates do not provide legal, tax or accounting advice.

This material includes a discussion of one or more tax-related topics. This tax-related discussion was prepared to assist in the promotion or
marketing of the transactions or matters addressed in this material. It is not intended (and cannot be used by any taxpayer) for the purpose of
avoiding any IRS penalties that may be imposed upon the taxpayer. Taxpayers should always seek and rely on the advice of their own independent
tax professionals. Please understand that New York Life Insurance Company, its affiiates and subsidiaries, and agents and employees of any
thereof, may not provide legal or tax advice to you.
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