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Asset allocation

Deciding on the right mix of stocks,
bonds, and cash investments
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Asset allocation may
help you manage
investment risk

Understanding asset classes

In general, plan investments fall into three basic categories, or asset classes: stocks, bonds, and
cash/stable value investments. Typically, the more aggressive the investment is, the higher the risk
of potential loss and the greater the potential investment gain. The opposite is also true. Investments
with lower risk have less potential for investment gain.

The basic asset classes

STOCKS are shares of ownership in a company. Stocks
typically carry greater investment risk than bonds and
cash/stable value options, but historically have offered
the greatest potential for long-term growth.

BONDS are debt securities that pay the holder the
original amount invested plus interest on a specific
future date. Bonds offer more moderate risk and
generally lower returns than stocks.

CASH/STABLE VALUE options are similar to bonds,
CASH/STABLE VALUE but hold money for much shorter periods. They
generally offer lower investment risk and potentially
lower returns.

Asset allocation helps you manage investment risk

All investment options fluctuate in value in response to market conditions. Different asset classes
tend to respond differently to market ups and downs.

A key element of your asset allocation is how much risk you're willing to accept in return for greater
potential gains. Historically, stocks have exhibited a greater potential for both gains and losses.
Conversely, bonds and cash/stable value investments have historically delivered lower returns, along
with a lower risk of loss.



Retirement Plan Services

An investor’s asset allocation should balance two factors:

Risk profile This is a measurement of your comfort level with the risks associated with investing.
Your risk profile takes into account your reaction to market volatility, the amount of
time between now and retirement (your time horizon), and how long you need your
savings to last.

Savings goal This is the amount of money you want to accumulate for retirement. Asset allocation
should allow your account to grow at a rate that will meet your long-term savings goal.

Creating your asset allocation

Determining your savings goal and risk profile are important first steps in creating your asset
allocation. Consider working with a retirement plan representative to identify your goals, time horizon,
and comfort level with risk. Once you've determined your savings goal and risk profile, you can
choose a mix of plan investments that reflects your preferences.

Sample asset allocation by risk

The asset allocation strategies shown here are typical of conservative, moderate, and aggressive
investors. They show sample investment mixes you may find in each type of portfolio and the relative
risk and return potential of each.

Conservative
[ = 20% stocks
M = 46% bonds
M = 34% cash

A more conservative portfolio emphasizes bonds and
cash and has a modest exposure to stocks. It's intended
to preserve capital and may be more suited to funding
short-term goals.

Moderate
[l = 50% stocks
B = 25% bonds
M = 25% cash

A moderate portfolio offers moderate exposure to stock
market risk. Half is stocks; the other half is equal amounts of
bonds and cash. Stocks have been an effective way for many
investors to preserve purchasing power over the long term.

Aggressive
[l = 80% stocks
B = 10% bonds
M = 10% cash

A more aggressive portfolio emphasizes stocks in the

mix. Stocks have historically produced the greatest average
annual returns, but tend to be more volatile than bonds

or cash.

Diversification or participation in an asset allocation or rebalancing program
does not guarantee performance or protect against a loss.



All three principles
work together to
help you stay on
track to better meet
your retirement
savings goals.
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3 investing principles that may help you save

Asset allocation, diversification, and rebalancing are related investing principles that
may help you meet retirement savings goals and manage your investment risk.

%: Diversification means investing across asset classes — generally stocks, bonds,
33— and cash or stable value investments.

ats Asset allocation is the percentage of stocks, bonds, and cash or stable value
¢y investments you select to achieve your goals. Consider basing your asset

allocation mix on your savings goal (how much you want to accumulate for
retirement) and your risk profile (your comfort level with the risks of investing).

Rebalancing is a method of resetting when your asset allocation shifts from
your desired mix. Rebalancing allows you to reset your investment percentages
to the intended mix of stocks, bonds, and cash or stable value.

i

Diversification or participation in an asset allocation or rebalancing program does not guarantee performance or protect
against loss.

To learn more about asset allocation, visit
LincolnFinancial.com/Retirement or contact
your retirement plan representative.

Mutual funds and variable annuities are sold by prospectus. Investors are advised to consider
carefully the investment objectives, risks, and charges and expenses of a mutual fund, and, in
the case of a variable annuity, the variable contract and its underlying investment options. To
obtain a mutual fund or variable annuity prospectus that contains this and other information, call
800-4LINCOLN. Carefully read the prospectus before investing or sending money.

Variable annuities are long-term investment products designed particularly for retirement purposes and are subject

to market fluctuation, investment risk and possible loss of principal. Variable annuities contain both investment and
insurance components and have fees and charges, including mortality and expense, administrative and advisory fees.
Optional features are available for an additional charge. The annuity’s value fluctuates with the market value of the
underlying investment options, and all assets accumulate tax-deferred. Withdrawals of earnings are taxable as ordinary
income and, if taken prior to age 59%, may be subject to a 10% federal tax penalty. Withdrawals will reduce the death
benefit and cash surrender value. There is no additional tax-deferral benefit for an annuity contract purchased in an IRA
or other tax-qualified plan.

Variable annuities sold in New York are issued by Lincoln Life & Annuity Company of New York, Syracuse, NY, and
distributed by Lincoln Financial Distributors, Inc., a broker-dealer. For all other states, variable annuities are issued by
The Lincoln National Life Insurance Company, Fort Wayne, IN, and distributed by Lincoln Financial Distributors, Inc., a
broker-dealer. The Lincoln National Life Insurance Company does not solicit business in the state of New York,
nor is it authorized to do so. Contractual obligations are subject to the claims-paying ability of the appropriate
issuing company.

The mutual fund-based programs include certain services provided by Lincoln Financial Advisors Corp. (LFA), broker-
dealer (member FINRA, SIPC) and retail and financial planning affiliate of Lincoln Financial Group, 1301 S. Harrison St.,
Fort Wayne, IN 46802. Unaffiliated broker-dealers also may provide services to customers. Account values are subject to
fluctuation, including loss of principal.

This material is provided by The Lincoln National Life Insurance Company, Fort Wayne, IN, and, in New York, Lincoln Life
& Annuity Company of New York, Syracuse, NY, and their applicable affiliates (collectively referred to as “Lincoln”). This
material is intended for general use with the public. Lincoln does not provide investment advice, and this material is not
intended to provide investment advice. Lincoln has financial interests that are served by the sale of Lincoln programs,
products, and services.
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