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COMMON CHARACTERISTICS OF A MARKET BUBBLE
• Euphoria
• Lack of fear
• A common perception that
“this time it’s different”
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HISTORY OF BUBBLES: TULIPMANIA
• Took place in Holland in the 1630s
• Rampant speculation caused people
to sell their assets to raise cash to
“invest” in tulip bulbs
• After prices crashed, economy fell
into a depression
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HISTORY OF BUBBLES: STOCK MARKET CRASH OF 1929
• Overly optimistic expectations led to
rampant speculation
• Investors (large and small) took on
too much risk
• Excessive borrowing triggered
“margin calls” that caused more
investors to sell stocks
• The Roaring '20s gave way to the
Great Depression
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HISTORY OF BUBBLES: STOCK MARKET CRASH OF 1987
• The Dow Jones Industrial Average
rose 44% between August 1986 and
August 1987
• In mid-October 1987, stock prices
began sinking due to a variety of
concerns
• On “Black Monday” (October 19),
the Dow dropped nearly 23% in a
single day
• The crash led to the creation of
“circuit breaker” rules that attempt
to limit panic selling
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HISTORY OF BUBBLES: THE DOT-COM BUBBLE
• Investors were swept up in the
euphoria of the “new economy”
• People had overly optimistic
expectations for internet and
technology companies
• Initial public offerings (IPOs) flooded
the market
• Small investors suffered big losses
when the air went out of the balloon
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WHY DO BUBBLES KEEP RECURRING?
•
•
•
•

Overconfidence
Short-term memories
Emotions sometimes trump logic
Perception that a single asset class
will continue to outperform
• “Those who don't know history are
doomed to repeat it.”
− Edmund Burke
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ANECDOTAL SIGNS OF A POTENTIAL BUBBLE
• The stock market is a common
topic of conversation at backyard
barbeques and family gatherings

• Friends, family members, and
acquaintances have started to
dispense stock tips
• Magazine covers, newspapers,
TV news stations, and websites
are all touting some “new
paradigm”
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CREATE RETIREMENT GOALS
1. Understand your comfort level with risk
2. Create investment goals based on your comfort with risk and
time horizon to retirement
3. Consider how diversification may help smooth market ups
and downs
4. Consult with a financial professional
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SAFETY OF DIVERSIFICATION

PHYSICAL
HEALTH

MENTAL
HEALTH

40/60 Stocks & Bonds
60/40 Stocks & Bonds
S& P 500

Total
wellbeing
Oct 07

TOTAL
Oct 12
WELL-BEING

Oct 09 Oct 10

9.1% 7.8% 7.2%

6.4% 6.4% 6.1%

STRESS
REITs Gold S&P
MANAGEMENT
REITs Gold S&P500 60/40 Oil

40/60

Oct 18

5.7%

5.0% 3.4% 2.6%

2.1%

FINANCIAL
WELLNESS
EAFE
Bonds Homes Average Inflation
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TIME AND DIVERSIFICATION ARE YOUR FRIENDS
Stocks
Bonds
50/50

Ave Annual
Growth of
Return
$100K/20 yrs
11.1%
$ 816,949
5.8
311,366
8.8
543,922

47% 43% 33%
28% 23% 21%

-3% -2% 1%

-39%

19% 16% 16%

17% 12% 14%

-1% 1% 2%

6% 1% 5%

-8% -15%

One Year

5 Year Rolling

10 Year Rolling

20 Year Rolling
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THE S&P 500 AND RECESSIONS
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OKAY, SO WHAT IS FINANCIAL WELLNESS?
Like overall well-being, the goal of financial wellness is to improve your
financial health by:
• Spending within your means
• Paying down your debt

• Protecting yourself
• Being financially prepared for the unexpected
• Getting and using the right information to make good financial decisions
• Having a plan for the future
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FIVE FACTORS TO FINANCIAL WELLNESS

1 2 3 4 5
Financial
planning

Forward
thinking

Physical
health

Emotional
health

Use of
employee
benefits

Whitman Insight Strategies on behalf of Lincoln Financial Group, “The ‘Right Track’ to Financial Wellness: Five Key Factors,” 2016 M.O.O.D. of America
Survey, http://newsroom.lfg.com/mood-of-america, August 11, 2016.
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FIVE FACTORS TO FINANCIAL WELLNESS
Financial
planning

Forward
thinking

Physical
health

Emotional
health
Use of
employee
benefits

1
2
3
4
5

% who have created a formal financial plan:
71% of right-trackers
43% of those who are not on the right track
% who are focused on the future:
98% of right-trackers
80% of those who are not on the right track
% who exercise regularly (at least once a week or more):
78% of right-trackers
58% of those who are not on the right track
% who are optimistic because they feel good about themselves:
63% of right-trackers
47% of those who are not on the right track
% who are enrolled in three or more nonmedical benefits:
53% of right-trackers
50% of those who are not on the right track
Whitman Insight Strategies on behalf of Lincoln Financial Group, “The ‘Right Track’ to Financial Wellness: Five Key Factors,”
2016 M.O.O.D. of America Survey, http://newsroom.lfg.com/mood-of-america, August 11, 2016.
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HOW INCOME AFFECTS MINDSET
Of those who are saving less than what they think
they need to be on track, the percentage who say
they can’t afford to save more
63%

60%

44%

<$75K

$75K to $124K

$125K+

Lincoln Retirement Power® Participant Study, 2017.
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WHERE DOES OUR MONEY GO?

DEBT
OBLIGATIONS

SAVINGS
GOALS

Lincoln Retirement Power® Participant Study, 2017.
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STEPS TO BUILDING A BUDGET

1

2

3

4

5

STEP 1:
Set your
goals.

STEP 2:
Add up your
income.

STEP 3:
Track your
expenses.

STEP 4:
Find the
money.

STEP 5:
Put your
plan into
action.
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STEP 1: GOAL SETTING YIELDS RESULTS

1

What do I want…and how can I make it happen?
PEOPLE WHO SET GOALS

…for retirement savings
Have

6%
higher contribution
rates

Are

7.5x
more likely to be
confident about
retirement

…for debt repayment
Have

3%
higher contribution
rates

Are

3.5x
more likely to be
confident about
retirement

Lincoln Retirement Power® Participant Study, 2017.
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IT DOESN’T PAY TO WAIT
Retirement plan balance at age 65
Cost of waiting one year

$383,393
$359,354

$24,039

$195,851

$182,428
$13,423
$91,129

25

26

35
36
Starting age

45

$83,634

$7,495

46

This is a hypothetical example. It is not indicative of any product or performance, and does not reflect any expense associated with investing. It is based on pre-tax contributions of $200 each month
at an annual 6% rate of return and retirement at age 65. Taxes will be due upon distribution of the tax deferred amount, and if shown, results would be lower. Distributions taken before age 59½
may be subject to an additional 10% Federal tax. It is possible to lose money investing in securities.
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BENEFIT FROM TAX-DEFERRED SAVINGS
Enjoy tax-deferred growth.

Personal savings account
Tax-deferred account

$400,000

$0

20 years

30 years

$340,246

$138,319
more

$201,927

$171,621

$57,286
more

$114,335

$100,000

$58,437

$200,000

$78,940

$20,503
more

$300,000

40 years

This is a hypothetical example. It is not indicative of any product or performance and does not reflect any expense associated with investing. It assumes $200
monthly contributions, 6% rate of return compounded monthly, a 25% tax bracket during working years and a 15% tax bracket during retirement. Tax-deferred
amounts reflect taxes paid upon distribution. It is possible to lose money investing in securities. Changes in tax rates and tax treatment of investment earnings may
impact the comparative results. You should consider your personal investment horizon and income tax bracket, both current and anticipated, when making an
investment decision, as these may further impact the results of the comparison.
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IMPORTANT DISCLOSURES
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.

LincolnFinancial.com/Retirement
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Not a deposit

Not FDIC-insured

Not insured by any federal government agency

Not guaranteed by any bank or savings association

May go down in value
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Lincoln Financial Group is the marketing name for Lincoln National
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their own financial and contractual obligations.
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