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Investing in Stocks and Bonds

Stocks Bonds
» Ownership in a corporation » Potential growth
» Voting rights » Historically lower risk
» Historically higher returns » Income generation
» More risk
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Ibbotson® SBBI®
Stocks, Bonds, Bills, and Inflation 1926—2016
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Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1926. Assumes reinvestment of income MOHNINGSTAH@
and no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in

an index. © Morningstar. All Rights Reserved.



Ibbotson® SBBI®
Stocks, Bonds, Bills, and Inflation 1997—-2016

$10
Compound annual return
* Small stocks 10.5% $7.39
° Large stocks 1.7
* Government bonds 1.2
* Treasury bills 21
* Inflation 2.1 s
4.39
‘ { o f] $3.98
m &‘Q‘ $1.52
p $1.52
:
X b
A /. ‘ ) \
1
0.60 I I I I I 1 I 1 1 I 1 I | I I I
1997 2002 2007 2012 2017
PRIYLO2
Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1996. Assumes reinvestment of income MOHNINGSTAH@
and no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in

an index. © Morningstar. All Rights Reserved.



The Past 10 Years
2007-2016
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A196
Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 2006. Assumes reinvestment of income MOHNINESTAH@
and no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in

an index. © Morningstar. All Rights Reserved.



Stocks, Commodities, REITs, and Gold
1980-2016
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*REITs 12.1% $56.82
*U.S. stocks 11.5
¢ International stocks 9.1
* Commodities 4.8

$24.76

$5.68
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Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1980. Assumes reinvestment of income

[c]
and no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in M( )HNINESTAH
an index. © Morningstar. All Rights Reserved.



Risk of Stock Market Loss Over Time
1926-2016

One-year returns ® Periods with gain ®Periods with loss
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Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot MOHNINBSTAHG
be made directly in an index. © Morningstar. All Rights Reserved.



Bond Market Performance
1986-2016
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* High-yield corp bonds 8.6% $12.79
* Government bonds 8.4 J $12.17
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Past performance is no guarantee of future results. Hypothetical value of $1 invested at the beginning of 1986. Assumes reinvestment of income MOHNINHSTAH@
and no transaction costs or taxes. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly

in an index. © Morningstar. All Rights Reserved.



Relationship Between Bond Prices and Yields
When yields increase, bond prices decrease
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Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot MOHNINESTAH@

be made directly in an index. © Morningstar. All Rights Reserved.



Fixed-Income Yields Versus Average 10-Year Inflation
As of December 2016

Average inflation 1.61%

Investment-grade Long-term Intermediate-term 1-year 30-day Treasury bills
corporate bonds government bonds government bonds government bonds
012
Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot M( )HNINHSTAH

be made directly in an index. © Morningstar. All Rights Reserved.



Bonds Produced Greater Income
Percentage of total return 1970-2016

Stocks Bonds
2%
* Capital appreciation
® Income
* Reinvestment of
income
Percentages may not add up to 100% due to rounding.
A019
Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot MOHNINHSTAH@
be made directly in an index. © Morningstar. All Rights Reserved.



Adding a Bond Allocation to Diversify
1970-2016

Original portfolio Lower risk portfolio

* Stocks
*Bonds
*Cash
Return 9.7% Return 9.7%
Risk 12.1% Risk 9.9%
A035
Past performance is no guarantee of future results. Risk is measured by standard deviation. Risk and return are based on annual data. Portfolios MOHNINESTAH@
presented are based on modern portfolio theory. This is for illustrative purposes only and not indicative of any investment. An investment cannot be

made directly in an index. © Morningstar. All Rights Reserved.



Risk Versus Return
Stocks, bonds, and bills 1926—-2016
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Past performance is no guarantee of future results. Risk and return are measured by monthly annualized standard deviation and compound annual MOHNINESTAH‘@
return, respectively. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in an index.

© Morningstar. All Rights Reserved.



Asset-Class Winners and Losers

2014 2015

Highest
return

Lowest
return

* Small stocks * Large stocks ® International stocks ® Long-term government bonds * Treasury bills * Diversified portfolio

Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot MOHNINHS]‘AH@
be made directly in an index. The diversified portfolio is equally weighted between small stocks, large stocks, long-term government bonds, Treasury
bills, and international stocks (20% each). © Morningstar. All Rights Reserved.




Stock and Bond Snapshots
Returns over various time periods as of December 2016
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Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot MOHNINHS]‘AH@
be made directly in an index. Returns are calculated as annualized total returns for the time periods indicated. © Morningstar. All Rights Reserved.



Stock and Bond Portfolios
Probability of gain or loss over one-, five-, and ten-year rolling periods, 1970-2016

Large loss Large gain

< -10% 10% to 0%

. Aggressive portfolio Year(s) 1 9o, 11+ 60°,

‘ Moderate portfolio Year(s) 1 6<% 9o, 57%

. Conservative portfolio Year(s) 1 0% 13% 47

Percentages are rounded to the nearest whole; may not add up to 100% exactly.

14

Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot MOHNINESTAHE
be made directly in an index. © Morningstar. All Rights Reserved.



