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Quotes

=]

We simply attempt to be fearful when others are gr

-1

Only buy something that you'd be perfectly happy t

-1

Ri sk comes from not knowing what you're doing. o
Warren Buffet

AOur greatest glory is not in never failing, but in

AA man who does not plan | ong ahead will find troub
Confucius

AThe i nvestor &andevhnhsivorspenemyiiesn | i kely to be himself. o

Benjamin Graham
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Retirement May Be Long

i

Probability of 65 Year Old Living to Age 95

Male Female Both =1
Average American 1% 13% 1% 19%
Healthy American ~ 20% 29% % 43%
Healthy American in ~10 Years 25% 33% 8% 50%
Source: Social Admnistraton 2013 Periadic Life Table, Society of Actuanies 2012 Annuity Mortality Table

At least one member of a 65-year-old healthy couple has a 43% chance of making it to at least 95
years old (retirement of 30 years).
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The Overall Cost of Healthcare for a
Retired Couple is Over $266,000!

$18.000 Healthcare Cost Projections For a 65 - Year Old Couple

$16,000
$14,000

$12,000

$10,000
38,000
$6,000
$4.000
$2.000
$-
Age 65 Age 0 Age TS Age 80 Age B5

mliontly Cost mAnnual Coss

Figure ] Source: Healtiview Health Cost Data Report 2013 *Assumes Life Expectancy for Male of
87, for Female 89, MAGT under 5170,000
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Overall Cost
through Life
Expectancy:

$266,589



The Effect of Inflation

College Costs Inflation Comparison: Percent Growth ~ “"*""
Public Private = College Tuition & Fees === Medical Care - Cost of a New Car == Food == Energy

= Today $76,979 $170,328 Source: Bureau of Labor Statistics,
Consumer Price Index

= 5years $93,568 $207,034 H Note:January 1978 isthe earliestcp f—! ! ! ; — 1000%
data for College Tuition & Fees.

= 10years $119,419 $264,234 - - -

m 15vyears $152,413 $337,237

= 18years $176,437 $390,394

Source; The CollegeBoard — Trends in College Pricing 2012

Based on a projected 5% college cost inflation rate. Total due for 4 years of
college calculated and the four years added together.

1975 1980 1985 19%0 1995 2000 2005 2010 2015

Inflation checklist

htto://globaleconamicanalysis.blogsp 08/trading-caps-and-gowns-for-mops-why-go.htm

Si"gle-fam“y A loaf Colle.ge Gallon of From ‘Trad“np Caps and ‘(“:n:\w-s f‘nr r‘l ; Why Go to (volip;;_s- If There /‘«rﬁr Nln Icrna’ (hae.m,:: tr;P American Dream”, August 24, 2012

home of bread* education? unleaded gas

+68% +97% +214% +193% Roberia
1991 $ 97,100 $0.72 § 5,452 $1.12 '/ -/
2001 147,800 1.01 9,032 1.13 13

USA
2011 163,500 1.42 17,131 3.28
1968 1978 2006

Sources: National Association of Realtors, U.S. Bureau of Labor Statistics, The College
Board, Annual Survey of Colleges

Figure 1 shows three postage stamps: 196, 1978, and
2006- 6 cents, 13 cents. and 39 cents. Each stamp has the

! A loaf equals one pound. Same vaue. Each samp 15 Brst-class postage I the Uned
2 A t of i t bli i e hanged i, 1568 o 2005 't e oF
Vel“age E0SHD Ly years alia pu LT ‘Vemlty the stamp, it was the value of the dollar.
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Capital Needed to Retire

Annual Spending $100,000
Divided by

Sustainable Spending Rate (@ 60) 3.2%
Capital Required to Retire (@ 60) $3,125,000

N
50 55 60 65 70 75 80 85

Spending Rate 28% 3.0% \3.2% | 35% 3.9% 44% 5.1% 6.0%

-

Source: Ibbotson and Bernstein

$41,200 is equivalent to $100,000 in 30 years (assuming 3% inflation)
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Capital Needed to Retire

Money Needed to Retire

Annual Income Needed to Live

Years to Live $25,000 $50,000 $75,000 $100,000  $125,000  $150,000  $200,000
30 Years 5785590 $1,571180 $2356770 $3142361 53927951 54713541 56284721
45 Years 5737254 $1.474508 $2211762 $2949016 536386270 5$4423524 55898032
40 Years 5683887 $1,367774 H2051661 $2735548 §F3419435 54103322 55471096
35 Years 3624965 $1,249931 51,874,896 53124827 53749793 549000724
30 Years 5559911 $1,119,823 §1679734 F2239040 §$2799557 53,350468 $4.479.291
25 Years 5488,056 976,173 51464259 51952346 52440432 52928518 53904691
20 Years 5408,736 5817572 51,226,358 B1,635143 52043929 52452715 53,270,287
15 Years 5321,232 5642 463 $963,695 $1,284926 $1,606158 $1,927.390 52569853
10 Years 5224565 5449129 673,694 5898259 $1122823 513473838 H1,796,517
5Years 5117,836 5235673 $353,508 471,346 5589182 5r0v.018 5942 692

Assumes 2% return on retirement aszels and equal annual withdrawals.
Source: TheMoneyWays.com

A If you spend $55,000 per year, when you retire in 20 years, it would be the equivalent of
$100,000 (assuming 3% of inflation)

A $100,000 annual retirement income means you may need to accumulate $2,239,646 before you
retire!
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he Average Investors
Underperformed

20-year annualized returns by asset class (1997 - 2016)
12% -

10% | 9.7%
8% -
6% -

4% -

REITs S&P 500 G040 40/60 Gold Bonds EAFE il Homes Average Inflation
Investor

Source: J.P. Morgan Asset Management, (Top) Barclays, FactSet, Standard & Poor's; (Bottom) Dalbar Inc.

The average investor performance over the last 20 [VESTRENT]

years was 2.3% per year (57% cumulative so $100,000 FETURN >HWW
became $157,584) while a balanced portfolio composed

of 60% in stocks and 40% in bonds had a performance m,.%

of 6.9% per year (279% cumulative so $100,000

became $379,799) which is $222,215 more!

B T
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Average Investors Underperformed
Mutual Funds by 2.4%

Comparison of returns 19831 2003 --- $100,000 invested

$710,412

$457,540

7.9% 10.3%

Average Investor Average US Equity Fund
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Mutual Funds Underperformed the
Stock Market by 2.7%

Comparison of returns 19831 2003 --- $100,000 invested

$1,152,310

$710,412

10.3% 13%

Average US Equity Fund Stock Market *

Source: Dalbar

From 1988 to 2007, the average equity investor return was 4.5%. The market return was 11.8% per year.

From 1989 to 2009, the average equity investor return was 3.2%. The market return was 8.2% per year.
*US Index Fund or ETF
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But Some Funds Outperform

Growth of 10,000

* RYPRX * Category: MB
45.00 K
35.00 K

25.00 K

15.00 K

= S5&F 500 TR

Customize Interactive Chart »»

History (05/21/10) 20040 2001 2002 20032 2004 2005 2006 2007 2008 2009 ¥YTD
RYPRX 17.12 9.61 -7.75 38.74 22.82 17.07 8.81 12.73 -28.29 33.25 4.72
S&P 500 TR -9.10 -11.89 -22.10 23.68 10.88 4.91 15.79 5.49 -37.00 26.46 -1.50
Category (MB) 18.51 7.25 -17.79 43.08 18.86 5.94 15.21 4.47 -39.30 37.40 3.41
+/- SBP 500 TR 26.23 21.50 14.35 10.05 11.594 12.16 -5.99 F7.23 8.71 5.79 5.22
+/- Category (MB) -1.39 2.36 10.04 -4.35 3.96 10.13 -5.40 8.26 11.01 -4.15 1.31
Rank in Category 50 43 10 65 15 4 93 9 9 53 39

Total Return % (06,/04/10) 1-¥ear 3-Year S5-Year 10-Year 15-Year

B Y PR 17,30 -2.54 741 0.86 11.54

S&P 500 TR 15.32 -9.54 -0.23 -1.42 B6.63

Category (MB) 21.48 -8.37 1.58 3.06 g.45

+/- S&PF 500 TR 2.07 F.01 .64 11.238 4.71

+/- Category (MB) -4.09 5.83 5.83 6.80 2.85

Rank in Category 76 6 2 1 10
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Higher Return Leadsto Higher Gains

Value

$1,400,000 -

$1,200,000

$1,000,000 -

$800,000 -

$200,000

$0

$10,000 saved every year invested at 0% or at 8%

®- 8% Annual Return =——0% Annual Return

1 5 10 15 20 25 30

Years

If you do not invest, Inflation guarantees an annual loss

$1,250,000

316% more!!

$300,000

© 2017 Bourbon Financial Management, LLC
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Cost of Procrastination - Start Today!

Investing $10,000 per year starting today for 10 years vs.
Starting 10 years from now and investing every year

$800,000
- $729,229
® - 8% Annual Return Starting Today =——8% Annual Return Startingin 10 Years n
$600,000 y 47% more!
g $494,229
R AO0 O
>
$200,000 ~f--rmrmmmmmee e
|
= " s
n | |
$0 ! 4- -4 T T T T T T T T T T T T T T T T T T T T T T T T 1
1 5 10 15 20 25 30
Years THPERTAMNLGE &F
GETTING =TAETED
$10,000 invested every year starting today, for 10 years ($100,000
invested) at 8% annual return will create 45 % more value, or
$225,000 more than investing twice more ($200,000 invested) starting “'”&"H.:;Ef”“
| HEETEY
10 years from now for 20 years! —
- T T
14
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Asset Allocation and
Diversification

© 2017 Bourbon Financial Management, LLC
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Diversification IS

Key

Best
Performer

A

I nt

7.80%

BFM

0.38%

Mid
Value
34.90%

Growth

Mid
Value
20.30%

Mid
Growth
17.50%

Mid
Value
34.40%

| I U.s.
Bonds

11.60%

nt nt

Value Value

20.00% | 27.00% 38.60%

nt

20.30%

Mid
Value
12.70%

Mid
Value
20.20%

BFM BFM BFM Mid
Value
-0.86% 38.10%

-8.56%  -12.96%

Mid
Growth
15.50%

Mid
Growth
12.10%

Mid
Growth
11.40%

u.s.
Bonds
7.00%

-31.58%

1994-2008
Return
Mid Mid Intol Intel I nt@l US. Mid Value
Growth Value Growth Value Bonds
19.20% 23.70% | 13.50% | 26.90% | 11.60% 5.20% 8.65%

6.73%

Mid BFM BFM BFM BFM BFM I nt QENEIEY BFM BFM BFM BFM Mid U.S. Bonds
Value Value
RO 27.24% 14.08% 20.36% 16.06%  19.68% SRV 30.44%  14.94%  9.12%  1558% = 6.82% [RSERL 6.17%
u.sS. Int ¢l US. us. Mid I nt ¢ 1| MidGrowth
Growth Bonds Bonds Bonds Value
2.20% | 18.50% | 6.00% | 9.70% | 8.70% | -0.10% | -11.80% | -20.20% -43.40% 5.34%
u.S. I'nt ¢l US. I'nt 1 Mid uUs. Int ¢l I nt@ Mid I'ntd
Worst Bonds Bonds Value Bonds Bonds Growth
Performer 2.90% | 11.20% | 3.60% | 1.80% | 5.10% | -0.80% |[ -14.20% | -21.40% 2.40% -44.30% 3.58%
BFM is a hypothetical equal weighted portfolio of the 5 other asset classes
© 2017 Bourbon Financial Management, LLC 16
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/4% More by Diversifying the Portfolio!

Investment Annual return After 30 years
| PorfoloA  $100000 6% $574309 |
Portfolio B $20,000 0% $20,000
$20,000 4% $64,868
$20,000 6% $114,870
$20,000 8% $201,253
$20,000 12% $599,198

v
h |

. ______________________________________________________________________________________________________________________________________________________}
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Diversification is Key (When Stocks
are Down, Usually Bonds are Up!)

Bond Returns in Years Stocks Were Down, 1926-2012 Bond o S;ocks
< ise
Prices =

mS&P 500 wlinvestment-Grade Bonds
Calendar Year Total Return

(%)

20 -

10

Q4

-10 4

=20 4

-30 -

-40 1

-50 -

1920
1930
1931
1932
1934
1937
1939
1940
1941
1946
1953
1957
1062
1966
1969
1973
1974
1977
1981

1990

=] = o o0
8 8 8 8
(] ™ ™ ™

Bond returns are represented by the performance of the Barclays Aggregate Bond Index from January 1976 through December 2013
and by a composite of the |1A SBBI Intermediate-Term Government Bond Index (67%) and the |1A SBEI| Long-Term Corporate Bond
Index (33%) from January 1926 through December 1975, Stock returns are represented by the performance of the S&P 500 Index.
Past performance is no guarantee of future results. It is not possible to invest directly in an index. Index performance is not meant to
represent that of any Fidelity mutual fund. Diversification does not ensure a profit or guarantee against a loss. Source: Morningstar
EnCarr, Fidelity Investments (AART) as of 12/31/13.
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Your Retirement Assets Could Last
12 More Years

Even a Small Increase in Returns Can Dramatically Improve Outcomes
$1,250 USD, thousands

$227,763 Additional years of
retirement spending
If you increase your 000 $106,266
portfolio performance by Additional savings 8t 39€ €5 v I :
Only 1% per year, your 750 %]
retirement assets could Baseline . +50  +100 N Ak

bps " bps

last 12 more years!

500

250

25 30 35 40 45 50 55 60 65 70 75 80 85 90 95

Demographic Assumptions Scenario Assumptions

Starting Balance $0 Baseline +50bps = +100 bps
Starting Age 25 Returns Before 65 5.5% 6.0% 6.5%
Starting Salary 540000 Returns After 65 4.0% 4.5% 5.0%
Annual Salary Growth Rate 3%

Account Balance at 65 $886,415 $992,680 $1,114177
Annual Contribution Rate 10%
R 65 Withdrawal (Percent of Ending Salary) 50% 50% 50%
Ending Salary at 65 $130,482  Annual Withdrawal Amount $65,241 $65,241 $65,241

Source: Capital Group, based on an exhibit from Russell Investments. The demographic assumptions, returns and ending balances are
hypothetical and provided for illustrative purposes only, and are notintended to provide any assurance or promise of actual returns
and outcomes. Returns will be affected by the management of the investments and any adjustments to the assumed contribution rates,
salary or other participant demographic information. The additional years of retirement spending are intended to represent a conser-
vative measure. Actual results may be higher or lower than those shown. Past results are not predictive of results in future periods

BFM © 2017 Bourbon Financial Management, LLC



Stock Market Basics

© 2017 Bourbon Financial Management, LLC
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Stocks Outperformed

Cumulative returns on US asset classes in real terms, 1900-2008

Source: Elroy Dimsen, Paul Marsh and Mike Staunton, Credit Suisse Globeal Investment Returns Sourcebeok 2008 and Triumph of the Optimists, Princeton University Press, 2002

Post WWII recaveny:
1949-59
World 516%

Germany 4094%

Expansicnary

Werd 255%
Japan 431%

1980s

1890=/tech boom

Weorld 113%
Us 279%

\/,\ 582

100 PENEPY -
_/\/v - \V [
Paost WWI recovery:
1919-28
World 206%
10 LS 3729 4 y 9.9
A
NS ., 6.0
- : v~
. I g W.f\ﬁ'i_ P ___f_‘:....”i:ﬁ"" 29
1 Y= _ -1 A _W\l_{_-#ﬂ_“. .
W \ S s
- \J/
WL T\// WWII: Tech crash: Credit crash:
1914-18 Wall Street crash: 1939-48 Oil shock: 1973-74 2000-03 2007-08
World —12% 1829-31 World —18% World -47% World —44% World -53%
Germany —66%  World —54%; US -79% Japan 96% UK -73% Germany —65% Ireland —T0%
o 1 | | | | | | |
| | | | | | | 1
1800 1910 1820 1930 1940 1950 1960 1870 1980 1980 2000 2009
— Equities: return 6.0% per year s Equities: capital gain 1.7% per year Bonds 2.2% per year Bills 1.0% per year
21

© 2017 Bourbon Financial Management, LLC



Stocks Outperfor medeéel

Percentage of periods when equities outperformed Bonds 1871-

2006
100
95% of the time,

90 stocks outperformed
on a 30 years period
basis

. 80
c
@
o
P 70

) .

50

1 5 10 30

Holding Period in Years
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But Stocks are More Volatile

~70+% of the time, stock fluctuate between -10% and 30% in one year

25 'u % Expected Return = 10%
Standard Devlatlon = 207
10
-10 30
-30 50
Number of /\
Outcomes
N A
\ / Expacted Raturn %|
one standard Deviation 153% of Cutcomes)
|_‘ D |:] Tewos Standard Delations (95% of Outcomes)
L
0% , . . , . .
a2 g2 32 32 32 32 s 32 3= 3 =
o o o o o o o o o (=] (=]
T M o~ - ot - o~ M - v 2o
e e s ~ 39 - -0 -3 " -2 .=
38 52 58 38 o 32 2= 32 3£ 3£ 22
o ? =) =) ry - < = = < -4
~ L]

= < ' x4 o o 4] (2] o ]

Q ) o W L 3 L) = -
= p= - =

Annual performance since 1872
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In the Long Run, Stocks were Less Risky

Probability of Negative Absolute Return for Select Asset Classes (Rolling Total Returns, December 1969 through 2008)
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Stocks are Necessary to Offset  Inflation

U.S. Inflation, Rolling 17-Year CAGR
1939 - 2009

o 6.94%%
CAGR
5% 17-Year Period
Ending May 1984
4%0

0%%a h/r(- T T T T T T T

'39 ‘49 '59 59 7o ‘8o Qg ‘09

The S&P 500 index returns have exceeded the inflation rate during every rolling 20-year period since 1926.
Bonds trailed inflation in 16 of those 64 periods, while cash lagged behind inflation in 20 of the 64 periods (Ibbotson).

A The best way to protect against down markets while maintaining a potential for real growth (adjusted for
inflation) is to have a diversified portfolio that includes stocks, bonds and cash.
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Buy and Hold vs. Market Timing

Returns of the S&P 500
Performance of a $10,000 investment between January 1, 1997 and December 30, 2016

7.68%

Six of the best 10 days occurred
within two weeks of the 10 worst
days
* The best day of 2015 — August
26 - was only 2 days after the
worst day — August 24

4.00%
1.57%
-0.51%
-2.42%
e 5.76%
ES [ 500

Fully Invested Missed 10  Missed 20  Missed 30  Missed40  Missed 50  Missed 60
bestdays  bestdays  bestdays  bestdays  bestdays  bestdays

On August 24, 2015 the Dow Jones Industrial Average closed down 588 pts. On August 26, 2015 it closed up 609 pts
This chart is for illustrative purposes only and does not represent the performance of any investment or group of investments

Source: J.P. Morgan Asset Management analysis using data from Bloomberg. Returns are based on the S&P 500 Total Return Index, an
unmanaged, capitalization-weighted index that measures the performance of 500 large capitalization domestic stocks representing all major
industries. Past performance is not indicative of future retums. An individual cannot invest directly in an index. Data as of December 30, 2016

© 2017 Bourbon Financial Management, LLC
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Conclusions

The average investor has underperformed by 5%

The average mutual fund has underperformed by 3%

3% additional return per year is equivalent to 130+% in 30 years
Selecting a good mutual fund is hard

Asset Allocation drives performance

Diversification and Rebalancing are very important

Stocks outperformed on the long run

Market Timing is not a good strategy

© 2017 Bourbon Financial Management, LLC
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Pay Attention to Wha
Not What they Say

Who the hell wants to hear actors talk?0
H.M. Warner, Warner Bros., 1927

A think there is a world market for maybe 5 computers.o
Thomas Watson, Chairman of IBM, 1935

iry wonét be able to hold on to any market. People w
night.n

Darry Zanuck, 20t Century Fox, 1946

ANo one wil/l need more than 637kb of me mory, 640 kb

Bill Gates, Microsoft, 1981
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Who We Are
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