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the start of 1973 and made withdraw-
als for 30 years, and a 45 year old 
with $75,000 at the start of 1973, who 
continued to invest for 20 more years 
and then retired and took withdraw-
als until the end of 2008. 

For each investor, it compared the 
historical performance record for five 
asset allocation strategies:  
(1) the T. Rowe Price Asset 
Allocation Glide Path; (2) a more 
conservative glide path that has 10% 
less equities at retirement; (3) an even 
more conservative glide path that has 
20% less equities at retirement; (4) an 
all-bonds portfolio; and (5) an all-cash 
portfolio. (Details on these portfolios 
are explained in the two charts.)

have provided retirement investors 
comparative long-term protection.

That is, unless they had an equally 
fantastic forecasting machine to 
advise when to reenter stocks. 

No two markets, bear or other-
wise, are the same. In 1973–1974, 
investors in the S&P 500 Index lost 
almost 15% in the first year and 
then more than 26% in the second 
year. From the last market peak in 
the fall of 2007 through the market 
low on March 9 of this year, S&P 
500 investors lost 57%.

The new study examined outcomes 
for two hypothetical investors: a 65 
year old with $250,000, who retired at 

Investors today may be excused if 
they have fantasized about taking 
a trip on a time machine—so they 
could go back to the fall of 2007 
and move their assets out of stocks 
and into cash, avoiding the fero-
cious bear market that followed. 

But would that have been the best 
move for investors aiming to sustain 
a portfolio that could provide for 
decades of retirement income?

A new T. Rowe Price study indi-
cates that permanently adopting a 
much more conservative portfolio in 

advance of the steep 1973–1974 bear 
market—the last big U.S. market 
downturn for which there is 30 years 
of subsequent history—would not 
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The study found:

cash, all-bonds, or more conserva-
tive equity allocation would be 
better for a retiree than a higher 
equity allocation, those approaches 
did not prevail over the long term. 
In this study, such portfolios did 
not turn out to be superior to the 
most equity-rich portfolio—the 
glide path. And the most conserva-
tive portfolio, the all-cash portfolio, 
ran out of money prematurely for 
both of these investors.

patience. “For the retiree, the 
strategy that looked superior in 
the first years after the 1973–1974 
bear market—or even in the first 
10 years—not only ended up being 
the worst but actually ran out of 
money,” says Stuart Ritter, a  
T. Rowe Price financial planner. 
(See chart on page 16.)

conservative strategy to avoid 
all bear markets may fall behind 
because they don’t participate in 
bull markets—which historically 
have tended to be more frequent 
and have a longer duration than 
bear markets. “Participating in bulls 
over the long run beats avoiding 
bears,” Mr. Ritter says.

-
tions likely will lose more during 
bear markets, but they may have 
accumulated greater assets because 
of prior bull markets. In this study, 
the 45 year old with the T. Rowe 
Price glide path lost more than the 
other portfolios in the 1973–1974 
and 2007–2008 bear markets but 
still ended up with far greater assets 
at the end of 2008 because of bull 
market gains in other years.
  “Without adequate equity 
exposure, retirees are not likely  

to keep up with the strain on  
their portfolios from inflation and 
their increasing withdrawals,”  
Mr. Ritter says.

That much is clear in the case of the 
65 year old who retired in 1973. 

While her cash portfolio protected 
her from the 1973–1974 bear market 
in the short run and maintained the 
highest balance among all five portfo-
lios until 1985, it ran out of money in 
2000—three years short of a 30-year 
retirement. (See chart on page 16.)

The portfolios with less equity 
exposure than the T. Rowe Price glide 
path did not provide much more 
protection from the long-term impact 
of the bear market. By 1985, in fact, 
the portfolio with 20% less equity 
exposure had the lowest balance 
among the five portfolios.

At the same time, patience 
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The current economic recession 
has prompted many Americans to 
reduce their charitable giving. More 
than half of charities surveyed have 
seen a year-over-year decrease in 
contributions during the period from 
October 2008 through February 
2009, according to GuideStar®, a 
nonprofit watchdog group. 

Though economic circumstances 
may have made it more difficult to 
give, many people still feel strongly 
about helping their communities. 

In response, The T. Rowe Price 
Program for Charitable GivingSM  
has made it easier for donors to sup-
port their charities by lowering the 
minimum grant from $250 to $100  
through December 31, 2009. 

“The Program’s main goals are to 
increase the number of individuals 
participating in philanthropy and to 
make it easy for donors to support 
their favorite causes, especially in 
times when it may be difficult to do 
so,” says Ann Boyce, president of the 
Program. 

With a donor-advised fund account, 
charitable deductions are claimed for 
the year in which contributions are 
made to the Program, while grants 
to qualified organizations can be 
requested at any time. As a result, 
donors do not have to determine 
which charities they want to support 
now and have the flexibility to give 
when they are ready. 

The T. Rowe Price Program for 
Charitable Giving also enables 
individuals to manage their giving in a 

  
    

convenient and cost-effective manner. 
Donors can manage their accounts 
online by making grant recom-
mendations, changing investment 
allocations, researching charitable 
organizations, and reviewing account 
information through the Program’s 
Web site. 

To open an account with the 
Program, a donor provides an initial 
$10,000 minimum contribution of 
cash or publicly traded securities.
Capital gains taxes on long-term 

appreciated securities can be avoided 
when they are transferred into the 
Program.

Contributions can be invested in 
six different pools of T. Rowe Price 
funds, ranging from those geared 
toward capital preservation to those 
seeking growth. 

The Program has low administra-
tive fees compared with the largest 
national donor-advised funds. This 
could also translate into more funds 
being available to support charities. 

More information on The  
T. Rowe Price Program for 
Charitable Giving can be found at  
ProgramForGiving.org or by calling 
1-877-200-5523.

The T. Rowe Price Program for 
Charitable Giving is an independent, 
nonprofit corporation founded by  
T. Rowe Price to assist individuals 
with planning and managing their 
charitable giving. 

The Program has contracted with 
various T. Rowe Price companies to 
provide operational, recordkeeping, 
and investment management services.

definitely was in order for the glide 
path, the most equity-rich portfolio. 
It was not until 1988—15 years after 
her retirement—that this portfolio 
produced the highest balance.

But by 2003, the glide path had 
the highest balance by a significant 
margin.

Sticking with the glide-path strategy 
also paid off—and more quickly— 
for the 45-year-old investor who still 
had 20 years of accumulation ahead 
of her when the 1973–1974 bear 
market hit. (See chart on page 17.)

By 1980, the glide-path portfolio 
had the highest balance and the all-
bonds portfolio had the lowest. 

By the end of the study at the start 
of 2009, the glide path ended up 
with almost twice as much money 
as the all-bonds portfolio, more than 
$170,000 more than the strategy with 
“less 10%” in equities, and about 
$350,000 more than the portfolio 
with “less 20%” in equities.

Meanwhile, the all-cash portfolio, 
which shielded the investor so well 
from the bear market—it had close to 
the highest balance until 1978— 
eventually succumbed to lack of 
growth. It ran out of money in 2007, 
just 14 years into retirement. 

“While even the most conservative 
investors would not likely remain 
all in cash or bonds forever, this 
study shows big differences in final 
balances among the strategies—and 
these represent very real differences in 
lifestyles, the ability to take a cruise, 
help the grandchildren through 
college, or pay for an unexpected 
medical expense,” Mr. Ritter says. 

“For investors who endured the 
1973–1974 bear market, greater equity 
exposure paid off in the long run. But 
they had to have the fortitude and 
discipline to stick with the strategy 
through some turbulent times.”
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