
Cash Is Not King 
The downside of “safety”

During a bear market, it may be tempting 
to seek refuge in cash by selling stocks. 
Money market accounts, certificates of 

deposit1 (CDs) and Treasury bills2 are considered 
among the safest cash investments available. But 
that “safety” may be an illusion in the long run. 

Continued inside

Quiz: Inflation Matters

Test your knowledge about the potential impact of 
inflation on your workplace retirement account. 

ANSWERS
1.True. For example, economists worry that inflation 
could rise anew as money given to consumers through 
the government stimulus plan could result in demand 
outstripping the available supply of goods and services.
2.False. The real danger is that if you don’t save 
enough you won’t have enough to live on in retirement. 
3.True. Determine the best asset allocation strategy 
for your own personal situation. Then stick to it. £
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Footnotes
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1. Inflation is most likely to occur when the 
demand for products and services begins  
to exceed the available supply. 

2. It makes sense to cut back on saving  
and investing until inflation eases. 

3. Even if inflation presents new investment 
challenges, you still want to stick with the 
asset allocation that best fits your goals, time 
horizon and risk tolerance. 
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Have Questions? 
Need More Information?
Web site*:	 www.vermont457.com
KeyTalk®*:	 800-457-1028
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Make the Most of Your Plan 
Why you should keep contributing 

M ore than 
one in 
three 

Americans age 45 
or older stopped 
contributing to 
their retirement 
accounts in 2008.1 
However, your 
workplace plan 
offers strong reasons to continue saving: 

• �Each contribution is taken from your 
paycheck before it has been taxed, thus 
reducing your current taxable income. 
Plus, your investments grow tax deferred 
until you begin taking withdrawals.

• �By regularly investing the same amount 
at set intervals, you benefit from a 
feature called dollar-cost averaging 
(DCA). With DCA, you buy more shares 
when prices are low and fewer when 
they’re high2. While DCA won’t protect 
your investments from incurring losses, 
it does offer a chance to capture prices 
at their most advantageous levels.3 

In 2009, you can contribute up to $16,500 
to your retirement plan3 — which may 
be more than you can afford this year. 
Save more gradually by increasing your 
contributions by 1% each year. £
1. �A Year-End Look at the Economic Slowdown’s Impact on Middle-Aged 

and Older Americans, AARP, January 2009.
2. �Dollar cost averaging does not assure a profit and does not protect 

against loss in declining markets. Investors should consider their 
financial ability to continue a dollar-cost-averaging plan during periods 
of fluctuating price levels.

3 �irs.gov. Investors age 50 or older can make “catch-up contributions” of 
an extra $5,500 each year. 

Cash Is Not King 
Continued from cover

Stay ahead of inflation
In order for your portfolio to experience growth 
over time, your returns must surpass the inflation 
rate. Over the past 25 years, cash, as measured 
by the 30-day Treasury bill, has produced an 
annualized return of just 1.79%, compared with 
6.61% for stocks and 5.16% for bonds.3

Don’t be safe, then sorry
Historically, the frequent selling of stocks in 
reaction to market downturns has had an adverse 
effect on long-term returns. That’s because when 
you sell stocks after prices have declined, you 
miss the eventual recovery in stock prices that 
typically follows a bear market. Research firm 
DALBAR, Inc. found that over the past 20 years, 
individual fund investors had an average annual 
return of 1.9%, compared with 8.4% for the 
S&P 500 Index—largely because many investors 
tended to jump in and out of stocks.4

If growth is what you’re after, you need to look 
beyond cash—no matter what the stock market is 
doing. Remember: The market moves in cycles. 
You want to be sure you’ll be invested in stocks 
when they eventually recover.5 £

An investment in a money market fund is not 
insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government 
agency. Although the fund seeks to preserve the value 
of your investment at $1.00 per share, it is possible 
to lose money by investing in the Fund. 
1. �Certificates of deposit are insured by the FDIC for up to $100,000 per depositor 

(up to $250,000 for retirement account assets) and offer a fixed rate of return, 
whereas both the principal and yield of bonds and stocks will fluctuate with 
market conditions.

2. �U.S. Treasury securities are guaranteed as to the timely payment of principal 
and interest if held to maturity. Fund shares are neither issued nor guaranteed 
by the U.S. government. 

3. Morningstar, Inc. The returns cited are adjusted for inflation.
4. Quantitative Analysis of Investor Behavior 2009, DALBAR, Inc.
5. Past performance is not a guarantee or prediction of future results. 


