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A

Accumulation phase. See Late 
accumulation phase

performance comparison, 91f
preretirement, 145
7Twelve portfolio, usage, 92

Accumulation portfolio. 
See Preretirement 
accumulation portfolio

loss, 94–95
ACME United Corporation, small-

cap U.S. company, 11
Active 7Twelve, 133t

portfolio, active aspect, 134
Active grid, passive grid 

(contrast), 131t
Active investment, 

occurrence, 130
Actively managed fund, 129
Active mutual funds, passive 

mutual funds 
(contrast), 130

Active-passive combinations, 131
Active-passive debate, 

resolution, 135
Active portfolio management 

paradigm, 31
Active premium, consistency, 134
Aeropostale, midcap U.S. 

stock, 10
Aggregate bonds, mutual 

fund, 1, 19

Air France, non-U.S. stock, 13
Alcoa, natural resource 

company, 17
All-bond portfolio, survival rate, 

107–108
Allocation age, 93–94

chronological age, contrast, 
96–98, 98t

determination, 96–97
fixed income allocation, 

adjustment, 97
technique, usage, 114

Allocation-age portfolios, 98
All-stock portfolio

ending account balances, 
basis, 109–110

returns timing sensitivity, 110
survival rate, 108

Alternative assets, 77–78
classes, 18

America Movil, non-U.S. 
country company 
development, 13

Annually rebalanced 
portfolio

ending account value, 82, 84
ending balance, 81t

Annual rebalanced portfolio, 
growth, 82f

Annual rebalancing, 40, 59
assumption, 102

Annual returns, 57t
average, 11, 159, 162t
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Annuities
investment, 94
purchase, 147

Artists, 7Twelve investment plan, 
183t

Asset allocation model, 29–30, 
89, 164–165

asset class determination, 
32–33

formation, 96–97
Asset allocations, selection, 

152–153
Asset classes, 32

combination, 2
7Twelve portfolio recipe, 4

investment, 48
performance, analysis, 32–33
uninvestable index 

representation, 37
variety, importance, 5

Assets
acquisition, 147–148
correlation, 75
determination, 65–68
retention, 147–148
return patterns, 66–67

AvalonBay Communities, REIT 
fund investment, 15

Average ending balance, 83t

B

Balanced, term (usage), 35
Balanced funds, 138–139

example, 149t
list, 139t
performance, 149–150
risk reduction concept, 150
usage, 138

Balanced portfolio
asset class inclusion, 106
example, 3f, 169f

U.S. stock/bond usage, 4
Bank of Ireland, non-U.S. stock, 

13
Barclays, index maker, 41
Barclays Capital Aggregate Bond 

Index, 20
Barclays Capital U.S. Treasury 

Inflation-Protected 
Securities Index, 20

Barrick Gold Corporation, 
natural resource 
company, 17

Bond market index, 129
Bonds, 159. See also U.S. bonds

age, 89
allocation pattern, 6
ending account balances, 

difference, 82–83
negative returns, absence, 

85–86
portfolio, 155–156

inclusion, reason, 19–20
positive returns, 63
return

levels, 85
strength, 165

stocks, contrast, 19
terminal account 

values, 85
Breadth, 24

impact, 48–52
British Petroleum, non-U.S. 

country company 
development, 13

Broad diversification, 87
criterion, 72
impact, 68–73

Buy-and-hold approach,
 84–85

Buy-and-hold portfolio
ending balance, 81t
growth, 82–83, 82f
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year-end rebalancing, usage, 
80, 82

Buy-and-hold rebalancing, 
contrast, 80–86

C

Capital
preservation, emphasis, 61
protection/growth, 105

Caribou Coffee Company, small-
cap U.S. company, 11

Cash, 22–23, 34
addition, impact, 71
components, annual 

return, 23t
core asset class, 1, 7
ending account balances, 

difference, 82–83
funds, 179t
investment, 94
negative returns, absence, 

85–86
return levels, 85
terminal account values, 85

Chevron, natural resource 
company, 17

Chipotle Mexican Grill, midcap 
U.S. stock, 10

Chronological age, allocation 
age (contrast), 96–98, 98t

Citibank, index maker, 41
Commodities

addition, 71–72
alternative asset, 77–78
correlation, 74
diversifier function, 75
funds, 178t
losses, 59–61
mutual fund, 1, 16

reference, 18
performance, 76

three-year return, 77
underwater characteristic, 76

Commodities-based mutual 
fund, purchase, 17

ConocoPhillips, natural resource 
company, 17

Consumer Price Index, 20
Contribution rate, 154

achievement, 156
Contributions, control, 

151–152
Core 7Twelve Model, 99
Core 7Twelve portfolio, mutual 

fund usage, 99
Core asset classes, 1

components, 7
Correlation

importance, 64
quantification, 73–78

Cost of living adjustment 
(COLA), 106–107, 
111–112

Credit Suisse, non-U.S. country 
company development, 13

Critical assets, 77–78
Cumulative percentage return, 

measure, 39
Cumulative return, measure, 39

D

Default funds, usage, 138
Depth, 24

achievement, 48
impact, 48–52

Deutsche Bank, non-U.S. 
country company 
development, 13

Developed companies, mutual 
fund, 1, 12

Developed non-U.S. stock 
funds, 176t
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Distribution phase, 92. 
See also Post-retirement 
distribution phase

performance comparison, 93f
retirement years, 145

Distribution portfolio, 95–96
analysis, 106–107
construction, 114, 147
losses, 111
survival, study, 111–112

Diversification
achievement, 2
avoidance, outcome, 27
benefits, 37, 59, 72

40-year analysis, 44–45
depth

representation, 48
requirement, 48–52

design, 40–46
double-edged sword, 47
forms, 5–6
impact, 26. See also Broad 

diversification
importance, 37
increase, 69t
misunderstanding, 9
premium, 162t, 163t, 

166–169
presence, 164

representation, 9
safe haven, 61
usage, 47

Diversification breadth
achievement, 50
levels, 48–49
requirement, 48–52
success, 59

Diversified portfolio, creation, 9
Diversifying assets, 

categorization, 17
Diversifying funds, 7Twelve 

portfolio allocation, 6

Diversity
breadth, achievement, 24
depth, achievement, 24

Dodge & Cox Balanced, 139
Dow Jones, index maker, 41
Dow Jones indexes, 126
Dow Jones Large Cap Value 

Index, 118
Dow Jones Mid Cap Value, 118
Dow Jones U.S. indexes, 126
Dow Jones U.S. Large Cap Value 

Index, 118
Dow Jones U.S. Mid Cap Value, 

118, 121
Dow Jones U.S. Real Estate 

Index, 15
Dow Jones U.S. Smallcap 

Index, 11
Downside protection, 60
Downside risk, 167
Duke Realty Corporation, REIT 

fund investment, 15
Dynamic asset allocation 

model, 138

E

EAFE Index. See Morgan Stanley 
Capital International 
Europe, Asia, and Far 
East Index

80/20 seven-asset portfolio, 
return, 164

Electrolux, non-U.S. stock, 13
Emerging companies, mutual 

fund, 1, 12
Emerging non-U.S. stocks

funds, 177t
losses, 59

Employee Benefits Research 
Institute (EBRI), Issue 
Brief No. 333, 153

Ending account balance, 91f, 93f
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Ending account values, 51t
Ending balances, 80, 82. 

See also Average ending 
balance

Ending portfolio account 
balances, 84f

Ending portfolio balances
5 percent withdrawal 

rate, 109t
10 percent withdrawal 

rate, 110t
Engineers, 7Twelve investment 

plan, 182t
Equally weighted, seven-

asset portfolio, 
construction, 33

Equally weighted 7Twelve 
portfolio, annual 
rebalancing, 59

Equity
asset classes, actual risk 

(40-year period), 76t
7Twelve portfolio 

allocation, 6
term, usage, 4, 19

Equity allocation, 161
80/20, 165
100/0, 165

Equity-based mutual funds, 
inclusion, 30

Equity funds
asset allocation, 138–139
categorization, 17

Equity mutual fund, 
stock mutual fund 
(equivalence), 4

Equity premium, 159–163
achievement, 167–168
disappearance, 165
representation, 160–161

Exchange-traded funds 
(ETFs), 129

ETF-based performance, 172
indexes, 172
midcap index 

representation, 10
purchase, 17
usage, 6, 132
variety, 171–172

Expense ratio data, 175
ExxonMobil, large-cap U.S. 

stock, 8

F

Fidelity Balanced fund, 
140–141

benchmark expected return, 
142

Fidelity Freedom funds, 
140, 143

performance, 140–141
Fidelity portfolios, 7Twelve 

portfolios (performance 
comparison), 143

Fidelity Puritan, 139
50/50 allocation, 77
Financial advisors, 7Twelve 

portfolio usage, 31–32
Five-asset portfolio, 

allocation, 71
Fixed income

asset classes, 35
components, terminal account 

values, 85
performance, change 

(importance), 160–161
term, usage, 19

Fixed income allocation
adjustment, 97
determination, 98

Fixed income fund, 4
allocation, 7
asset allocation, 138–139
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40-year average annual 
performance premium, 47

40-year seven-asset portfolio, 
indexes (inclusion), 45t

40/60 allocation, breaking 
point, 162

401(k) account
contribution rate, 152
impact, 150

401(k) retirement plan
balances, 137–138
improvement, 137

France Telecom, non-U.S. 
country company 
development, 13

Fund diversification, 9

G

General Electric (GE), large-cap 
U.S. stock, 8

Geometric mean, 53
GlaxoSmithKline, non-U.S. 

country company 
development, 13

Glide path, 138, 139. See also 
Target date funds

Great Wolf Resorts, small-cap 
U.S. company, 11

Growth
approach, 117
premium, 122t–123t
preservation shift, 146t
relative measure, 118
U.S. equity indexes, annual 

returns, 119t–120t
value, contrast, 117

Growth-oriented assets, 
elimination, 124

Growth-oriented mutual fund, 
usage, 117

Growth stocks, price-to-earnings 
ratios, 118

H

High-correlation portfolio
low-correlation portfolio, 

performance 
comparison, 66t

risk, 67
Honda, non-U.S. country 

company development, 
13

Host Hotels and Resorts, REIT 
fund investment, 15

I

Index-based 7Twelve, 172
Index funds, 8, 129

investor selection, 8–9
Individual retirement account 

(IRA), contribution 
rate, 152

Inflation-protected bonds, 
mutual fund, 1, 19

Interasset diversification, 5–6
International bonds

funds, 179t
addition, 21–22

mutual fund, 1, 21
Intra-asset diversification, 5–6
Investable asset classes, 

exposure, 4
Investment

assets, combination, 63
average annual return, 

calculation, 53
categories, 32
products, diversification, 

23–24
secrets, 184

Investment portfolios
change, 31
creation, 9
diversification process, 48
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growth engines, 151
mechanics, 94–95
performance/return goal, 152

Investors
help, need, 153
lifecycle, 138
patience/perspective/

persistence, 156–158

J

Johnson & Johnson, large-cap 
U.S. stock, 8

K

Kansas City Southern, midcap 
U.S. stock, 10

L

Large-cap companies, mutual 
fund utilization, 7

Large-cap stocks
mutual fund purchase, 10
number, 9
portfolio, 155–156

Large-cap U.S. bonds
allocation, 5
combination, 168
usage, 5

Large-cap U.S. companies, 
collection, 8

Large-cap U.S. stocks, 34
allocation, 5, 49
annual return

average, 160
pattern, 74

combination, 65, 168
commodities, correlation, 66
composition, 161
discussion, 8
fund, 172, 174

example, 175t
losses, 59
negative annual returns, 73
non-U.S. stocks, correlation, 

65–66
small-cap U.S. stocks

combination, 77
correlation, 74

usage, 5
value premium, 118
year-to-year performance, 

73–74
Large-cap value indexes, 

performance, 124–125
Large companies, mutual 

fund, 1, 7
LaSalle Hotel Properties, REIT 

fund investment, 15
Late accumulation phase, 90
Lehman Brothers, 

disappearance, 174
Lifecycle phase, determination, 

145–147
Lifecycle stage, 94
Life-stage asset allocation 

models, change, 181
Life stage portfolios, 

98–104
Long-run portfolio 

return, 156
Losses, impact, 56–62
Low correlation, 87

diversification, increase, 69t
Low-correlation effect, 

occurrence, 70–71
Low-correlation portfolio,

 65–66
high-correlation portfolio, 

performance comparison, 
66t

Low-risk default investment 
product, 138

Index.indd   195Index.indd   195 6/8/10   10:06:09 AM6/8/10   10:06:09 AM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Index

196

M

Market-cap focus, 126
Market capitalization, 8
Maximum threshold, 

representation, 39
Medium-sized companies, 

mutual fund, 1, 7
Microsoft, large-cap U.S. stock, 8
Midcap companies, mutual fund 

utilization, 7
Midcap stocks, mutual fund 

purchase, 10
Midcap U.S. equities, value 

premium, 121
Midcap U.S. stocks, 34

examples, 10
funds, 176t
losses, 59
performance, 10

Mitsubishi, non-U.S. 
country company 
development, 13

Money
growth, 73

measurement, reasons, 
54–56

withdrawal, 105
Money market funds, 179t
Money market mutual funds, 

investment, 137–138
Morgan Stanley, index maker, 41
Morgan Stanley Capital 

International Europe, 
Asia, and Far East Index 
(EAFE Index), 13

Morningstar indexes, 126
Morningstar Mid Core Index, 10
Morningstar Principia data, 

usage, 9
Multi-asset 7Twelve portfolio, 4

ending balance, 92

Multi-asset portfolio
advantages, 73
assembly, 114
construction, 1
core asset class 

representation, 34
design, usage, 105, 113
risk-adjusted 

performance, 150
seven-asset portfolio,

similarity, 106
survival length, 

average, 111
Mutual funds (MF)

annual returns, 57, 58t
components, 48
diversification 

goal, 13
diversified investment 

product, 2
diversity, depth 

(achievement), 24
equal allocation, 29–30
expense ratio, 129–130
focus, 23–24
negative returns, 59
positive returns, 61
review, 9–11
7Twelve portfolio

 utilization, 13
short-term performance 

basis, 152–153
usage, 99, 129
variety, 171–172

N

Natural resources
companies, examples, 17
funds, 177t
losses, 59
mutual fund, 1, 16

reference, 18
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Nest egg
guidelines, review, 

113–115
survival, 105

Nestle, non-U.S. country 
company development, 
13

Newmont Mining, natural 
resource company, 17

99¢ Only Stores, small-cap U.S. 
company, 11

Nokia, non-U.S. country 
company development, 
13

Nominal return, 22–23
Non-U.S. bonds, 21–22, 34

components, annual returns, 
22t

core asset class, 7
Non-U.S. companies, 

number, 13
Non-U.S. REITs, examples, 15
Non-U.S. stocks

addition, 70
asset category, 34–35
combination, 65
components, annual returns, 

14t
core asset class, 1, 7
examination, 12–14
funds, 174

annual returns, 14
investment advantages, 13
underwater characteristic, 

76
year-to-year performance, 

73–74
Norsk Hydro, non-U.S. 

stock, 13
Novartis, non-U.S. 

country company 
development, 13

O

One-asset portfolio
diversification breadth, 

absence, 49
40-year average annualized 

return, 68
40-year period, 47t
problem, 68
U.S. large-cap stock 

component, 72
One-fund portfolio

comparison, 42
10-year average annual 

return, 43
10-year period, 44t

100 percent bond 
portfolio, 166

100 percent stock portfolio, 
worst-case three-year 
return, 165

100/0 allocation, 186
100/0 asset allocation model, 

164–165
Outcome-based investors, 54
Overmanagement, impact, 40
Overseas Shipholding Group, 

natural resource 
company, 17

P

Packaging Corporation of 
America, natural resource 
company, 17

Passive 7Twelve, 133t
Passive grid, active grid 

(contrast), 131t
Passive index funds, usage, 132
Passive investment, 

occurrence, 130
Passively managed ETFs, 

usage, 134
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Passively managed index-based 
mutual funds, 134

Passively managed mutual 
fund, 129

Passive multi-asset 7Twelve 
portfolio, 31

Passive mutual funds, active 
mutual funds 
(contrast), 130

Pension Protection Act of 2006, 
137–138

Performance
attributes, 63
examination, 121
goal, 152
measurement, 53
premium, 47
real-world measure, 55

Peugeot, non-U.S. stock, 13
Poets, 7Twelve investment 

plan, 183t
Portfolio

average correlation, 
decline, 71

bond inclusion, reasons, 
19–20

cash, addition, 71
commodities, addition, 71–72
components, correlation 

decline, 70
construction, 2–3, 61, 

70, 89, 171
distribution mode, 146
diversification, 5

achievement, 169
components, variety, 6
creation, 9

downside risk, reduction, 71
effect, 67
ending account balance, 109
40-year period, risk/

performance, 46t

glide path, 138
loss

frequency, 38
recovery, math, 95t

mechanics, change, 94–96
mutual funds, inclusion, 65
partners, 77t
performance, 154
real estate, addition, 71
rebalancing, objective, 79
return. See Long-run portfolio 

return
volatility, 38

risk control, 150
risk reduction, 40, 67

achievement, 102
risk-reward characteristics, 

48–49
success, measure, 67
10-year annualized 

return, 43
term, usage, 41

Portfolio survival
average probability, 108t
rates, impact, 107
years, number, 112t

Positive symmetry, correlation, 
64

Post-retirement distribution 
phase, 90

Preretirement accumulation
period, 161
portfolio, 35, 93

Preservation shift, 146t
Price-to-earnings ratio, usage, 

117
Procter & Gamble, large-cap 

U.S. stock, 8
Proxy performance 

history, 172
Public Storage, REIT fund 

investment, 15
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R

Real estate, 15–16, 34
addition, 71
alternative asset, 77–78
annual returns, 16t
core asset class, 1, 7
diversifier function, 75
funds, 177t
investment, 15
losses, 60–61
mutual fund, 1

investment, 15
reference, 18

performance, 76
profits, 59
three-year return, 77

Real estate investment trusts 
(REITs), 15

mutual funds, perspective, 
15–16

Rebalancing, 24. See also Annual 
rebalancing

benefit, 85
buy-and-hold, contrast, 80–86
impact, 132
management tool, 134
occurrence, 31
periodic basis, 86
premium, manifestation, 83
schedule, selection, 86–87
systematic intervals, 33
systematic process, 79
time frame, 79–80

Resources, 16–19
components, annual 

returns, 18t
core asset class, 1, 7
mutual funds, separation, 

16–17
Retirement accounts

contribution, 153

investment, 105
Retirement nest egg, survival 

probability, 114
Retirement portfolio

asset classes representation, 106
construction/usage, 

components, 113
money, withdrawal, 105
performance expectations, 

irrationality, 153
return, generation, 154

Retirement year, 144t–145t
examples. See Target 

retirement year
target date representation, 146

Return
chasing, problem, 152–156
goal, 152
portfolios, 137
standard deviation, increase, 

11, 39
timing, all-stock portfolio 

sensitivity, 110
Risk, 159

definitions, 39–40
frequency measurement, 51
loss magnitude 

measurement, 50
measurement, 38–40
reduction, 44, 137. See also 

Portfolio
improvement, 50

tolerance, 90
Risk-adjusted performance, 2, 

33, 56, 150
Risk-based implementation 

plan, 98
Risk measures, 49

standard deviation, usage, 75
three-year cumulative percent 

return, usage, 75
usefulness, 42
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Risk-return trade-off, 163
Rolling annualized returns, 

155f, 157f
Rolling period, shortening, 157
Ross Stores, midcap U.S. 

stock, 10
Roth IRA account balance, 

position, 97
Royal Caribbean Cruises, non-

U.S. stock, 13
Rules-based portfolio, 

performance, 34
Russell, index maker, 41
Russell 2000 Index, 11
Russell indexes, 126
Russell Midcap Index, 10

S

Samsung Electronics, non-
U.S. country company 
development, 13

Saving years, 91–94
Sealed Air Corporation, natural 

resource company, 17
Seven-asset portfolio

diversification premium, 164
evolution, 34–35
examination, 68
40-year average annual 

return, 46
40-year correlation, 74t
40-year period, 47t
historical performance, 

basis, 45
multi-asset portfolio, s

imilarity, 106
100/0 allocation, 166
performance basis, 73
rebalancing example, 80
research, principles, 34
return, increase, 163, 165

7Twelve portfolio subset, 38
two-asset portfolio, 

contrast, 161
usage, 44

7Twelve design, 30
7Twelve investment plan, 182t, 

183t
7Twelve Life Stage 50-60, 99

ending account value, 142
portfolio, allocation 

assignation, 99, 101
7Twelve Life Stage 60-70, 99

ending account value, 142
portfolio allocation 

assignation, 101
7Twelve Life Stage 70�, 99

model, allocation 
assignation, 101

portfolio, return, 141
7Twelve Life Stage models, 

consideration, 101
7Twelve Life Stage portfolios, 

100t
annual returns, 102, 103t

7Twelve perfection, secrets/
principles, 181

7Twelve plan, usage, 182t
7Twelve portfolio

allocation, 6
annualized return, 26
annual rebalancing, 93
annual returns, 25t, 58t
approach, 139–145
asset allocation, 31
components

40-year performance 
history, absence, 38

performance history, 
absence, 73

rebalancing, 24, 26
construction, actively manged 

funds (usage), 132
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debut, 35
diversification, 37, 61

breadth, achievement, 50
premium, 168t

equity-based mutual funds, 
inclusion, 30

equity funds, 126
equity portion, 

representation, 92
ETFs

performance data, usage, 
173t

raw indexes, usage, 174t
example, 3f, 169f
financial advisor usage, 31–32
fixed income asset classes, 35
function, 133
holdings

number, 24t
redundancy, 23–24

list, 139t
losses, 60
monthly growth, 56f
mutual funds

diversification, 3
raw indexes, usage, 174t

one-fund portfolio, 
comparison, 50

percent annual returns, 
rebalancing schedules 
(usage), 86t

performance, 24, 26, 171
principles, 184
recipe, 1–4, 30
representation, 2
returns, generation, 167
salsa, metaphor, 4–7
tax efficiency, 80
10-year growth, 54t
10-year period, 44t
two-fund portfolio, 

comparison, 50

value/growth allocations, 126t
7Twelve value bias, 125–127
Simon Property Group, REIT 

fund investment, 15
Single-asset portfolio, final 

balance, 92
65 percent equity/35 percent 

fixed income asset 
allocation model, 30

60/40 allocation level, 167
60/40 asset allocation model, 

performance, 139
60/40 balanced fund, 

allocation, 5
60/40 balanced mix, 155
60/40 balanced model, 6
60/40 balanced return, 141–142
60/40 portfolio, 63, 156, 163

ending balance, 93
monthly growth, 56f

60/40 stocks/bonds, ten-year 
growth, 54t

Small-cap companies, mutual 
fund utilization, 7

Small-cap growth, ending 
balance, 121

Small-cap U.S. companies, 
examples, 11

Small-cap U.S. stocks, 34
combination, 65
large-cap U.S. stocks

combination, 77
correlation, 74

losses, 59
year-to-year performance, 

73–74
Small-cap value funds, 176t
Small companies, mutual 

fund, 1, 7
Southern Union Company, 

natural resource 
company, 17
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Southwest Airlines, stock 
purchase, 19

Spending years, 91–94
Standard deviation, 

usefulness, 42
Standard & Poor’s, index 

maker, 41
Standard & Poor’s 500 Index

funds, 8
investor selection, 8–9
profits, 60
usage, 9

returns, 160
Standard & Poor’s 500 Index 

(S&P500), 8
Standard & Poor’s Goldman 

Sachs Commodity 
Index, 17

Standard & Poor’s 
indexes, 126

Standard & Poor’s Midcap 400 
Index, 10

Standard & Poor’s Smallcap 600 
Index, 11

Stock market index, 129
Stock mutual fund, equity 

mutual fund 
(equivalence), 4

Stocks, 159. See also 
U.S. stocks

allocation pattern, 6
bonds, contrast, 19
funds, negative returns, 26
performance, 

potential/risk, 63
term, usage, 4

Strategic management, 87
Strategic portfolio

guidelines, 29
passive approach, 29

Strategic portfolio design, 29
Survival, term (usage), 107

T

T. Rowe Price Asset Allocation 
Glide-Path Strategy, 
153–154

T. Rowe Price Balanced, 139
Tactical management, 87
Target date, 

representation, 138
Target date funds

assumption, problem, 148
design, 142, 148
glide path, risk reduction 

concept, 150
inappropriateness, 146
introduction, 138–139
list, 139t
mismatch, 147–150
performance, 140, 148–149
perspective, 146–147
usage, 138, 168

Target funds, example, 149t
Target retirement year, 

examples, 140t, 143t
Telecom Corporation of 

New Zealand, non-U.S. 
stock, 13

10-year analysis, 7Twelve 
portfolio 
(usage), 41t

10-year portfolio, risk/
performance, 42t

Terminal account values, 85
Time frames

examination, 159–166
example, 160t

Timing risk, increase, 114
TIPS. See Treasury Inflation 

Protected Bonds
Total portfolio transition, 102
Toyota, non-U.S. country 

company development, 13
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Transition phase, retirement 
preparation, 145

Treasury Inflation Protected 
Bonds (TIPS), 20, 59, 99

basis, 101
funds, 179t
investment, 94

Twelve-fund portfolio, two-fund 
portfolio (contrast), 3f

20/80 asset allocation, 
superiority, 162

Two-asset 60/40 portfolio, 
annualized return, 72

Two-asset portfolio
diversification breadth, 

absence, 49
diversification premium, 

absence, 164
ending balance, 92
40-year period, 47t
40-year return, 70
low-correlation portfolio 

criterion, 72
return, 165
risk reduction, improvement, 

50
risk-reward characteristics, 

49–50
seven-asset portfolio, contrast, 

161
10-year return, 167
three-year cumulative percent 

loss, 70
Two-fund 60/40 portfolio, 

improvement, 51
Two-fund 60 percent stock/40 

percent bond portfolio, 
rebalancing, 55

Two-fund portfolio
annual returns, 102
comparison, 43
depiction, 55

10-year period, 44t
twelve-fund portfolio, 

contrast, 3f

U

Underlying mutual funds, 1
Undersaving, problem, 151
U.S. bonds, 19–21, 34

components, annual 
returns, 21t

core asset class, 1
funds, 178t
historical performance, 160
investment, achievement, 20

U.S. cash, mutual fund, 1, 22
U.S. global fixed income 

diversification, 
achievement, 21

U.S. intermediate government 
bonds, 159

U.S. large-cap stock
investment (S&P500 Index), 

74
portfolio, cumulative loss, 42

U.S. large stocks, monthly 
growth, 56f

U.S. stocks
asset class, total allocation, 7
components, annual 

returns, 12t
core asset class, 1, 7
examination, 7–12
market, negative returns, 55
10-year growth, 54f

U.S. Treasury bills, nominal 
return, 22–23

V

Value
annual returns, 119t–120t
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Value (Continued )
approach, 117
bias. See 7Twelve value bias
growth, contrast, 117
premium, 118, 122t–123t

frequency, 125t
relative measure, 118
term, usage, 117

Value funds, investment, 
137–138

Value-oriented mutual funds, 
selection, 125

Value stock, 
classification, 117

Value tilt
long-run advantage, 124
reward, 125–126

Vanguard Wellington, 139
Volatility, measurement, 

38–40

W

Wealth, accumulation, 90–91
Weyerhauser, natural resource 

company, 17
Withdrawal rate, 111, 113

assumption, 108
Worst-case performance, 

measure, 39
Worst-case return, 38

Y

Your age in bonds, 89, 98

Z

0/100 allocation
20/80 allocation, 

comparison, 162
downside protection, 167
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