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Itis impossible to predict whichasset class will bethe best or worstin any given year. The performance of anygiven asset class canhave drastic periodic
changes. Thisimageillustrates the annual performance of various asset classes inrelationto one another. In times when one asset class dominates all
others, as was the case for international stocks from 2004 to 2007, itis easy to lose sight of the fact that historical datashows itisimpossible to predict the
winners for any given year.

After four stellaryears, international stocks fell to the bottomin 2008, rebounded to the top positiononceagainin2009, and then fell once moreto the
bottomin 2011. Similarly, long-term government bonds were the top performersin 2008, disastrouslysankto the bottomin 2009, andrebounded to the
top positiononceagainin 2011. Thesetypes of performancereversalsare evident throughout this example.

Although investingin a diversified portfoliomay prevent an investor from capturing top-performing returnsin anygivenyear, this strategy can also protect
aninvestor from experiencing extreme |l osses. Forexample, in 2015, a diversified portfoliowould have returned negative 0.7%, which was approximately
2.0% lower than the top asset class thatyear—large stocks. However, the diversified portfolio would also have performed better thanthe worst-
performing asset class—small stocks—by about 3.0% thatyear. Awell-diversified portfolioallows investors to mitigate some of the risks associated with
investing. By investinga portion of a portfolio in a number of differentasset classes, volatility maybe reduced.

Diversificationdoes not eliminate the riskof investmentlosses. Government bonds and Treasury bills are guaranteed by the full faithand credit of the U.S.
governmentas to the timely payment of principal andinterest, while stocks are not guaranteed and have been more volatile than the other asset classes.
Furthermore, small stocks are more volatile thanlarge stocks, are subject to significant price fluctuations and business risks, and are thinly traded.
International investments involve s pecialrisks such as fluctuations incurrency, foreign taxation, economic and political risks, liquidity risks, and differences
inaccounting and financial standards.

About the data

Smallstocks are represented by the Ibbotson Small Company StockIndex. Large stocks are represented by the Ibbotson Large Company Stock Index,
governmentbonds by the 20-year U.S. government bond, Treasury bills by the 30-day U.S. Treasurybill, andinternational stocks by the Morgan Stanley
Capital International Europe, Australasia, and Far East (EAFE) Index. An investment cannot be madedirectlyinan index. The data assumes reinvestment of
all income and does notaccount for taxes or transaction costs. The diversified portfoliois equally weighted between small stocks, large stocks, long-term
government bonds, Treasurybills, and internationalstocks (20% each).
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