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Defensive investment
strategies share a common
goal — to help a portfolio better
weather an economic
downturn and/or bouts of
market volatility. But there are
some key differences,

including the specific criteria by which particular
stocks are selected. If you are nearing
retirement or just have a more conservative risk
tolerance, one of these defensive strategies
may help you manage risk while maintaining a
robust equity portfolio.

Tilt toward value
Growth and value are opposite investment
styles that tend to perform differently under
different market conditions. Value stocks are
associated with companies that appear to be
undervalued by the market or are in an
out-of-favor industry. These stocks may be
priced lower than might be expected in relation
to their earnings, assets, or growth potential,
but the broader market is expected to
eventually recognize the company's full
potential.

Established companies are more likely than
younger companies to be considered value
stocks. These firms may be more conservative
with spending and emphasize paying dividends
over reinvesting profits. Unlike value stocks,
growth stocks may be priced higher in relation
to current earnings or assets, so investors are
essentially paying a premium for growth
potential. This is one reason why growth stocks
are typically considered to carry higher risk than
value stocks.

Seek dividends
Whereas stock prices are often unpredictable
and may be influenced by factors that do not
reflect a company's fiscal strength (or
weakness), dividend payments tend to be
steadier and more directly reflect a company's
financial position. Comparing current dividend
yields, and a company's history of dividend
increases, can be helpful in deciding whether to
invest in a stock or stock fund.

The flip side is that dividend-paying stocks may
not have as much growth potential as

non-dividend payers, and there are times when
dividend stocks may drag down, not boost,
portfolio performance. For example, dividend
stocks can be sensitive to interest rate
changes. When rates rise, the higher yields of
lower risk fixed-income investments may
become more appealing, placing downward
pressure on dividend stocks.

Temper volatility
All stocks are volatile to some degree, but
some have been less volatile historically than
others. Certain mutual funds and
exchange-traded funds (ETFs) labeled
"minimum volatility" or "low volatility" are
constructed with an eye toward reducing risk
during periods of market turbulence.

One commonly used measure of a stock or
stock fund's volatility is its beta, which is
typically published with other information about
an investment. The U.S. stock market as a
whole is generally considered to have a beta of
1.0. In theory, an investment with a beta of 0.8
might experience only 80% of losses during a
downswing — and thus would have less ground
to regain when the market turns upward again.

The return and principal value of all
investments fluctuate with changes in market
conditions. Shares, when sold, may be worth
more or less than their original cost. Investing in
dividends is a long-term commitment. The
amount of a company's dividend can fluctuate
with earnings, which are influenced by
economic, market, and political events.
Dividends are typically not guaranteed and
could be changed or eliminated. Low-volatility
funds vary widely in their objectives and
strategies. There is no guarantee that they will
maintain a more conservative level of risk,
especially during extreme market conditions.

Mutual funds and exchange-traded funds are
sold by prospectus. Please consider the
investment objectives, risks, charges, and
expenses carefully before investing. The
prospectus, which contains this and other
information about the investment company, can
be obtained from your financial professional. Be
sure to read the prospectus carefully before
deciding whether to invest.
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Five Retirement Lessons from Today's Retirees
Each year for its Retirement Confidence
Survey, the Employee Benefit Research
Institute (EBRI) surveys 1,000 workers and
1,000 retirees to assess how confident they are
in their ability to afford a comfortable retirement.
Once again, in 2019, retirees expressed
stronger confidence than workers: 82% of
retirees reported feeling "very" or "somewhat"
confident, compared with 67% of workers. A
closer look at some of the survey results
reveals various lessons today's workers can
learn from current retirees.

Current sources of retiree income
Let's start with a breakdown of the percentage
of retirees who said the following resources
provide at least a minor source of income:

• Social Security: 88%
• Personal savings and investments: 69%
• Defined benefit/traditional pension plan: 64%
• Individual retirement account: 61%
• Workplace retirement savings plan: 54%
• Product that guarantees monthly income:

33%
• Work for pay: 25%

Lesson 1: Don't count on work-related
earnings
Perhaps the most striking percentage is the last
one, given that 74% of today's workers expect
work-related earnings to be at least a minor
source of income in retirement. Currently, just
one in four retirees works for pay.

Lesson 2: Have realistic expectations
for retirement age
Building upon Lesson 1, it may benefit workers
to proceed with caution when estimating their
retirement age, as the Retirement Confidence
Survey consistently finds a big gap between
workers' expectations and retirees' actual
retirement age.

In 2019, the gap is three years: Workers said
they expect to retire at the median age of 65,
whereas retirees said they retired at a median
age of 62. Three years can make a big
difference when it comes to figuring out how
much workers need to accumulate by their first
year of retirement. Moreover, 34% of workers
reported that they plan to retire at age 70 or
older (or not at all), while just 6% of current
retirees fell into this category. In fact, almost
40% of retirees said they retired before age 60.
The reality is that more than four in 10 retirees
retired earlier than planned, often due to a
health issue or change in their organizations.

Estimating retirement age is one area where
workers may want to hope for the best but
prepare for the worst.

Lesson 3: Income is largely a result of
individual savings efforts
Even though 64% of current retirees have
defined benefit or pension plans, an even larger
percentage say they rely on current savings
and investments, and more than half rely on
income from IRAs and/or workplace plans.
Current workers are much less likely to have
defined benefit or pension plans, so it is even
more important that they focus on their own
savings efforts.

Fortunately, workers appear to be recognizing
this fact, as 82% said they expect their
workplace retirement savings plan to be a
source of income in retirement, with more than
half saying they expect employer plans to play
a "major" role.

Lesson 4: Some expenses, particularly
health care, may be higher than
expected
While most retirees said their expenses were
"about the same" or "lower than expected,"
approximately a third said their overall
expenses were higher than anticipated. Nearly
four out of 10 said health care or dental
expenses were higher.

Workers may want to take heed from this data
and calculate a savings goal that accounts
specifically for health-care expenses. They may
also want to familiarize themselves with what
Medicare does and does not cover (e.g., dental
and vision costs are not covered) and think
strategically about a health savings account if
they have the opportunity to utilize one at work.

Lesson 5: Keep debt under control
Just 26% of retirees indicated that debt is a
problem, while 60% of workers said this is the
case for them. Unfortunately, debt can hinder
retirement savings success: seven in 10
workers reported that their non-mortgage debt
has affected their ability to save for retirement.
Also consider that 32% of workers with a major
debt problem were not at all confident about
having enough money to live comfortably in
retirement, compared with just 5% of workers
who don't have a debt problem.

As part of their overall financial strategy,
workers may want to develop a plan to pay
down as much debt as possible prior to
retirement.

EBRI consistently finds that
setting a savings goal
increases the level of
confidence among today's
workers. Despite that fact,
just 42% of survey
respondents have tried to
determine a total retirement
savings goal, and less than
one-third have tried to
calculate how much they
may need for medical
expenses. Of those who
have calculated a total
savings goal, 34% have
found they will need $1
million or more to retire
comfortably.

Source: 2019 Retirement
Confidence Survey, EBRI
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Life Insurance with Long-Term Care Benefits
If you are concerned about the high costs of
long-term care but don't want to purchase
traditional long-term care (LTC) insurance, you
might consider two strategies that combine
permanent life insurance coverage with
long-term care benefits.

Keep in mind that any payouts for covered LTC
expenses reduce (and are usually limited to)
the life insurance death benefit that would go to
your heirs, and benefits can be much less than
those of a traditional long-term care policy.

Accelerated death benefit (ADB) rider
An ADB rider attached to a permanent life
insurance policy allows the insured to begin
receiving benefits while he or she is still living,
under specific circumstances.

In the past, ADB riders only paid when a
policyholder was diagnosed with a terminal
illness. However, more insurers now offer riders
that start paying when a policyholder is
diagnosed with a chronic illness, is permanently
disabled, or needs to enter a nursing home.

Although some policies may include an ADB
rider at little or no cost, ADB riders are
generally optional and will increase the
premium.

Hybrid life—LTC policy
This type of policy combines permanent life
insurance and long-term care coverage. Many
such policies require a substantial up-front
premium, but buyers don't have to worry about
future rate increases or the issuer canceling the
policy.

For the same premium, a hybrid policy typically
has a smaller death benefit than a life policy
with an ADB rider. However, the LTC coverage
is more generous than an ADB rider.

Benefits under a hybrid policy typically begin
when the policyholder needs help with two or
more activities of daily living such as eating,
bathing, and dressing.

With an optional continuation-of-benefits rider,
payouts for covered LTC expenses could
continue for a specified period or your lifetime,
even if they exceed the death benefit.

Financial flexibility
Another advantage of these strategies is that
policyholders can tap into the cash value of the
permanent life policy during retirement if money
is needed for income or emergencies. Loans
and withdrawals will reduce the policy's cash
value and death benefit.

Other considerations
It would be wise to explore your LTC options
while you are healthy. If you consider a a life
insurance policy with an ADB rider or a hybrid
life-LTC policy, you should have a need for life
insurance and evaluate the policy on its merits
as life insurance.

The cost and availability of life insurance
depend on factors such as age, health, and the
type and amount of insurance purchased. In
addition to the life insurance premiums, other
costs include mortality and expense charges. If
a policy is surrendered prematurely, there may
be surrender charges and income tax
implications.

Any guarantees are contingent on the financial
strength and claims-paying ability of the issuing
insurance company. Riders are subject to the
contractual terms, conditions, and limitations
outlined in the policy, and may not benefit all
individuals.
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How much will health care cost?
Retirement health-care costs will vary depending on your health and longevity, but it may help to
have a guideline. These are the estimated savings required for an individual or couple who
turned 65 in 2019 to have a 90% chance of meeting expenses for Medicare Part B health
insurance, Part D prescription drug coverage, Medigap Plan F, and out-of-pocket drug costs,
assuming median prescription drug expenses.* These estimates do not include services not
covered by Medicare or Medigap.

*Medigap Plan F is used for these estimates because it is the most comprehensive coverage
available and simplifies the calculation. However, this plan may not be available for new
beneficiaries after January 1, 2020. Current enrollees may keep Plan F, and most other plans will
remain available for new enrollees.

Source: Employee Benefit Research Institute, 2019

What health services aren't covered by Medicare?
Original Medicare — Part A
hospital insurance and Part B
medical insurance — offers
broad coverage, but many
services are not covered.

Some may be fully or partially covered by a
Part C Medicare Advantage Plan, which
replaces Original Medicare, or a Medigap
policy, which supplements Original Medicare.
Both are offered by Medicare-approved private
insurers. (You cannot have both a Medicare
Advantage Plan and a Medigap policy.)

Whether you are looking forward to Medicare in
the future or are already enrolled, you should
consider these potential expenses.

Deductibles, copays, and coinsurance.
Costs for covered services can add up, and —
unlike most private insurance — there is no
annual out-of-pocket maximum. Medicare
Advantage and Medigap plans may pay all or a
percentage of these costs and may include an
out-of-pocket maximum.

Prescription drugs. For coverage, you need to
enroll in a Part D prescription drug plan or a
Medicare Advantage plan that includes drug
coverage.

Dental and vision care. Original Medicare
does not cover routine dental or vision care.
Some Medicare Advantage and Medigap plans
may offer coverage for either or both of these
needs. You might also consider private dental
and/or vision insurance.

Hearing care and hearing aids. Some
Medicare Advantage plans may cover hearing
aids and exams.

Medical care outside the United States.
Original Medicare does not offer coverage
outside the United States. Some Medicare
Advantage and Medigap plans offer coverage
for emergency care abroad. You can also
purchase a private travel insurance policy.

Long-term care. Medicare does not cover
"custodial care" in a nursing home or home
health care. You may be able to purchase
long-term care (LTC) insurance from private
insurers.

A complete statement of coverage, including
exclusions, exceptions, and limitations, is found
only in the LTC insurance policy. It should be
noted that LTC insurance carriers have the
discretion to raise their rates and remove their
products from the marketplace.
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