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The world of investments:
risk amd rewernd,

[oday, the world of investments is extremely
1',1:1:_':;'. J.I1|_| -,;-:11;:-|r.~: with many mofe oppomMuUniics
than ever belone

A simplified way 1o envision the wide vr ety ol
imvesmenis svalksble and where they lall on & spectrum
of risk and potential reward is shown in Figure |
Cenerally, the higher the nsk the higher the expecied
reward. You cam see how different imvestments compane
with each other in terms of risk and potential reward

Within this specirum of investments are
thousands of individual investment products. With
all these choboes, how do you go about weleciing the
best ones for you?

The first step ks leamning why diversification is
such an important part of any investment plan. With
diversthcation, you dom't *put all your eggs in one
basket.” Instead, you divide vour money among the
||‘II-|_'|,' rratn asse clisses—stoe k.ﬂ. bonds and cashi
uq.:_L.Il.'.ﬂl.'I!'I.h

Dividing your investrments this way can protect
you from market fluctusions yet still ghe you
potenitial for a good reward, Herek how: The asser
classes can react in different ways 1o the prevailing
market conditions. 5o in a well-diversified poniolio,
il investments in one assel class are alfected adversely,
imvessments in another class could be perlorming
well. Thats how diversification can protect you from
undue risk while maimaining yvour potential reward

B diversification s mone than jus spreading your
money around—is also aboin fmding the best asset

allocation sirstegy to meet your goals and time [ramse

Lower Ritk = Lower Return Potentia

The Risk/Reward

Asset allocation.
The foundation of your investment plan.

Asset allocation is the systemized approach
{_'|I|u'-rp Investiment Services wies to determine how
best 1o divide vour investable assets into
the three main assel chasses. In B,

sudies havve proven that asset

allocation i up to nine limes mon

imponant for investing success than any other facior®
Eaxch asset clags can prr-'.'n_h' different benehi

= Stocks (equitics) Provide the best potential for

growth but carry the greatest rish

= Bonds (income products) Provide incoms and g

moderdte Jrlqn.'r ajl ik



Z

Higher Risk = Higher Return Potential

spectrum-Figure 1

= ash F i alents (ireasury hlls, SavIAES dcoenis,
money market accounts and short-term CDs) Provias
liqualddity and the most safety, buf with limmited rererm I"-'!rl:':...'
et allocation works by balamcing each assel
class apainst your needs. Stocks in vour portbolio will
give you opportunities for higher rewards, On the
other hand, they usually carry more risk. Bt with
A5t A |.~q,..ll.' ¥, WOHAT |||I tiodio may aleo include more
conservalive investments, such as treasury bills and
|'.|;|-_E- Wil || [ 14 ||_'-_:_|_|-_-_ SO O .;!.Lr risk angl E1vE
wivl income. As you might imagine there is a differern
mix of investiments, or asset allocation surategy, for

different goals, time frames and types ol people

i Poaibodioe 1 prabd d in Jubyiisgus 1968

CLASSES OF 1005 AND 2007
Savey parents getting ready for high college bill.

their kids to a private college. Whichever colege
their kids wind up going to. il cost a good deal of
mansy by tha tme they're ready. With college
expenies rising (xiter chan influtkon, the Hanfields
should count on paping at least §100,000 over four
years for each of their childrens sducation The
Hanfiedds have college savings of $30,000, so far,
amd will need another $170,000. On & combined
income of $110,000, they can put sway $500 3
manth for college. Since they sill have |0 years
before thesr first child reaches college age, they are
willing o irvedt agpresthaely,

Citicorp lnvertment Services Recommends
Portfolia Allocation BE*

I arder 03 reach their poal, the Honffelds will need to
ochieve signifrcant imvestment growth. Portfolio

Allocotion M8 recommends 855 in stocks ond 35%

in bonds to prnide adequate growth potenbal to
help them reach their tavget. Their Imvestment
Consuftont from Citrorfs Imvestment Services will beip
ithern pick ochual investments for soch aset cies.
dre you prepored for college expenses’ Check
the Colfege Plonning Workihest in the back of
the plonner to help you colculate how much you
maed to invest to meet your college expenses.
Firit-quarter | 795 recorrresriirion: ipeak 10 b Ireesiment
Comultar for Gur currend quirterly MO RErdI0n.

The individuals depicted in this plannes are fougiouw and for
llentraiive prrpodey only.




SAVING FOR THEIR DREAM HOME
City chwellers look forward 1o their own bockyard.

Tom, 32, and Sue jackson, 19, were planning te
trade up froen cheir condo in the city for a home in
the subsurbs, wntil they taw the house thedr friends
wore building. Mow the Jecksons have decided to
build thesr e dream houte and are hoping to
move in five years.

Thay estimate that the houte will wind up
costing them about $400,000, They feel that in
addithon to the equity in the conda, they will need
snaeher § 100,000 in today’s dollars for 3 down
payment and initial expenses. YWith their current
anrwal income of § 1300000, they feel they can srve
bt 3500 per month towand their dream home.
They abio have 3 $50,000 lump sum to allccate
toward this goal

Citgorp Investment Services Recommends
Portfolic Alecation #4*

Thee Jacksons recegnene thatl of their ape they should be

somewual appretiive with their ireerment for o
higher potential return, however they el sornenhe
uncomiioriolie toking larpe rtka. Pertfolo Allocation
#4 offers some prowil potential with some degres of
safety by alocoting 40°% in stocks, 20% in cash
equivalenas ard 407 in bonds.

Will you be able to reach your gool? Check the
Capital Accumulation Worksheet in the bock of
the planner to see bow muech you need 1o save

to reach your goal.

Fir-quarter 19995 recommendtion: ipeal 1D i Inesoren
Coawriaimnl bor O CHTEnt qrearterly reccerimaradaticsd.

How the Asset Classes
Have Performed Historically**
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[he advantage of uging asset allocation is
illustrated in the above chan, I compares the
merfarmance fraem 1080 1 1004 of a poriolio witl
serformance from 1980 w M ol a portfolio with

an asset allocation strategy designed lor a moderane
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il boncks, or all cash equivalenis

1 you had put all your money in siocks
total return would have been an impressive G664
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Nine asset allocation portfolios.
Find out mow which one is best for you.

Since proper asset allocation is so crucial wo
investing sucoess, Citicorp Investment Services has
devored a great deal of its constderable resources to
this important process. We have developed nine
asget allocation models, based on the research of a
Nobel Prize-winning economist. Each pontfolio
malel has a differens mix of socks, bonds and cash
equivalents. All nine portfolio recommendations,
shown in the hack of this pl.tnncr_ are arranged on a
scale of conservative 1o aggressive with Pontfolio
Allocation #1 being the most conservarive and

Portfolio Allocation #9 being the most aggressive

How do vou kmow which ome is best for vou?
- ]

It depends on various factors, including your

* Caoals = Time frame

* Currenl resources * Risk telerance
By filling owt the worksheet and matching your score
with one of the nine portfolio recommendations on
the back page, you can find your recommencled asset
allocation pontfolio. From this, an investment plan can
be busdlt that is best swited 10 your goalks and time frame.

Take a moment mow 1o il out the worksheet so
you can hnd out which asset allocation ponfolio is
right for you, And congratulations for taking this
important step in building a more Anancially secure
future for you and your Family
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