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issue are as of 3/31/19, unless otherwise indicated. For up-to-date standardized 
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I’m pleased to introduce myself 
to you as the new chair of 
T. Rowe Price Investment 

Services. In my nearly eight years 
with the firm, we have experienced 
remarkable growth and change, 

but one thing has remained 
constant: our commitment to 

putting our clients’ interests first. 
I am honored to be part of a 

company that believes deeply  
in keeping our clients at the 

center of all we do.

It is with this in mind that we 
create each issue of T. Rowe Price 

Investor® magazine, which is 
focused on providing information 

to help our clients make better 
financial decisions. I hope you 

enjoy this edition, and I look 
forward to sharing additional 
issues with you in the future. 

Thank you for placing  
your trust in T. Rowe Price. 

4

https://www.troweprice.com/personal-investing/tools/fund-research/historical-performance
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OPENING BELL

NEXT STEPS 
To set up systematic investing with  
your T. Rowe Price accounts, call  
1-888-834-6555 or log in to your  
account at troweprice.com/aab.

PERSONAL FINANCE

Build Your 
Savings
Establishing an automated investing schedule can help give you 
financial peace of mind. Three key advantages are:

1 You aren’t as easily influenced by emotions.  
By setting up regular contributions, it’s less likely that your 
emotions will drive your investment decisions. Instead, you’ll 
be consistently working toward your savings goals, regardless 
of market events or sudden shifts in asset prices.

2 You pay yourself first.  
 You can set up your account to automatically invest a 
predetermined amount, just as you might set up automatic  
bill pay for your mortgage or car payment. Doing so keeps  
your money dedicated to your most important goals.

3  You can benefit from the power of compounding. 
Automated saving maximizes the potential for compounded 
returns, because you won’t miss making contributions.  
And if your shares earn interest or dividends, you  
can have that money automatically reinvested to buy 
additional shares.

Keep in mind that systematic investing cannot assure 
a profit or protect against loss in a declining market. n

Discover the benefits of systematic contributions.
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https://www3.troweprice.com/clx/login/outbound.otc?pdurl=/aaweb1/transactions/page/transact-trade/automatic-activity/investment.otc?van=aab
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PERSONAL FINANCE

W hile periods of 
volatility are 
inevitable, investors 

may overreact during these times 
and undermine their long-term 
investment programs. Rather than 
succumb to knee-jerk reactions, 
individuals should review their  
asset allocation strategy and try to 
maintain a long-term perspective. 

“As long as your asset mix of 
stocks, bonds, and cash appropriately 
reflects your financial goals, time 
horizon, risk tolerance, and 
personal circumstances, sticking 
with your investment plan is more 
likely to prove rewarding over 
longer periods,” says Judith Ward, 
CFP®, a senior financial planner 
with T. Rowe Price. “Drastically 
reducing equity exposure for fear of 
incurring further short-term losses 

large- and small-cap stocks, 
growth- and value-oriented 
investments, and international 
equities. A bond portfolio might 
include international, high yield, 
and investment-grade corporate 
bonds as well as government debt. 

Broad diversification across 
sectors provides exposure to those 
that are leading without being 
derailed by those that are lagging.  
Of course, diversification cannot 
assure a profit or protect against loss 
in a declining market. 

In bond markets, fixed income 
securities traditionally have 
provided relative stability to help 
offset periods of equity declines. It 
has been almost 50 years since both 
the S&P 500 and 10-year Treasury 
bonds posted negative returns in the 
same calendar year. 

Bonds typically offer greater return 
potential than cash and more stability 
than stocks, which is important for 
investors with nearer-term financial 
goals. However, investors with longer 
time horizons (at least five to 10 years) 

Time to Check Your 
Asset Allocation
Your mix of stocks, bonds, and cash should reflect your goals, 
time horizon, risk tolerance, and personal circumstances.

could result in having less money to 
fund long-term goals.”

Diversification 
Portfolios also should be diversified 
within each asset class. So an equity 
portfolio might include exposure to 

T. Rowe Price Asset  
Allocation Funds 
You may choose to build your own portfolio of investments suited 
to meet your financial goals, or you may want to explore asset 
allocation funds, which offer a diverse portfolio through one fund. 
Depending on the goal for your assets, there are T. Rowe Price 
asset allocation funds to meet your needs. To learn more, visit 
troweprice.com/assetallocation or call 1-888-834-6586.

https://www.troweprice.com/personal-investing/tools/fund-research/asset-allocation-funds
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These hypothetical portfolios combine stocks and bonds to represent a range of potential 
risk/reward profiles. For each allocation model, historical data are shown to represent how 
the portfolios would have fared in the past. Figures include changes in principal value and 
reinvested dividends and assume the portfolios are rebalanced monthly. It is not possible to 
invest directly in an index. Chart is shown for illustrative purposes only and does not represent 
the performance of any specific security or T. Rowe Price product. Sources: Analysis provided 
by T. Rowe Price using Zephyr StyleADVISOR. Returns used in the analysis supplied by 
Morningstar. Stocks, S&P 500 Index; bonds, Bloomberg Barclays U.S. Aggregate Bond Index; 
cash, FTSE 3 Month US T-Bill Index. For the 25-year period ended 12/31/18. 

Past performance cannot guarantee future results. All investments are subject to market risk, including the possible loss of principal. Diversification 
cannot assure a profit or protect against loss in a declining market. International investing, particularly in emerging markets, entails additional risks, 
including currency and political risks. Bloomberg Index Services Ltd. Copyright © 2019, Bloomberg Index Services Ltd. Used with permission.

should continue to emphasize equities 
because they have outperformed 
other financial assets and provided a 
better hedge against inflation over the 
long term. Those approaching 
retirement might consider gradually 
reducing their equity exposure. 

Over the past 25 years through 
2018, the U.S. stock market has 
suffered through two historic bear 
markets (a 49% decline in 2000–2002 
and a 57% fall in 2007–2009), as 
well as several corrections (declines 
of at least 10%). Yet, the market 
recovered to reach new highs, 
showing an annualized return of 
9.07% for the 25-year period ended 
December 31, 2018, compared with 
5.09% for the Bloomberg Barclays 
U.S. Aggregate Bond Index. 
(See “Risks Versus Rewards of 
Asset Allocation.”) 

Stock returns can vary widely from 
year to year, and past performance 
cannot guarantee future results, but 
U.S. stocks (as measured by the S&P 
500 Index) have provided positive 
returns over every rolling 20-year 
period since 1950 through 2018. 
During the 63 rolling 30-year 
periods since 1926, the market’s 
worst performance was an 
annualized return of 8.5%.

Guidelines
During periods of market turbulence, 
Ward reminds investors that “what’s 
happening in the headlines may  
not be what’s happening in your 

accounts.  Stick to fundamentals and 
focus on what you can control.”

n	Make sure your asset allocation is 
properly diversified and appropriate 
for your financial goals.

n	Keep contributing to your 
retirement and college savings 
accounts. Investors with longer 
time horizons, in particular, can 
take advantage of investing during 
down markets.

n	Rebalance on a regular basis  
to maintain your target  
portfolio diversification.

n	Don’t panic or try to time  
the markets.

“Regardless of the environment, 
investors should aim for a diversi-
fied portfolio that could provide 
reasonable returns over time,” Ward 
says. “Looking beyond the short-
term swings and adhering to your 
strategy may be the best bet to 
achieving your financial goals.” n

NEXT STEPS 
Log in to your account at  
troweprice.com/allocationtool  
to use our Investment Allocation Tool.

Risks Versus Rewards of Asset Allocation  
Greater risks and returns have gone hand in hand.
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 6  T. ROWE PRICE INVESTOR  SUMMER 2019

Exploring
Economic 
Cycles

 6  T. ROWE PRICE INVESTOR  SUMMER 2019



 T. ROWE PRICE INVESTOR  SUMMER 2019 7

Exploring
Economic 
Cycles

 T. ROWE PRICE INVESTOR  SUMMER 2019 7

COVER STORY
P

H
O

TO
G

R
A

P
H

 B
Y

 T
U

N
A

R
T

Every day, the news media release new economic 
statistics. Individually, the numbers tell us specific 
facts, such as how many Americans were employed 

in the previous month, how many new homes were sold, 
and the quantity of imports from China. Collectively, this 
information can provide policymakers and investors with 
a clearer picture of the health of the U.S. economy. These 
data also can be used to estimate the economy’s current 
position in the business cycle—the recurring fluctuations 
in economic activity consisting of growth (recovery) and 
contraction (recession).

The history of U.S. recessions
The first U.S. recession—referred to as the “panic of 1797”— 
lasted for over three years and was primarily caused by  
the effects of deflation in England. Since then, the U.S. has 
experienced dozens more. The National Bureau of 

Key data points help 
investors gain perspective 
on the economy.

Key data points help 
investors gain perspective 
on the economy.
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market, and the greater the prospects for 
the market’s performance.

Historically, balanced, noninflationary 
economic growth has produced growing 
corporate profitability that translates into 
gains in equity markets. Depending on 
their magnitude, accumulated economic 
imbalances—inflation, excessive invest-
ment, and over-indebtedness, to name a 
few—can undermine positive trends in 
economic growth and corporate earnings, 
resulting in temporary market volatility 
or sustained and deep market corrections. 

Business cycle indicators
Economic data used to track the business 
cycle can be divided into three groups by 
the activity they are measuring: leading, 
coincident, and lagging indicators. 
Leading indicators, such as average 
weekly hours worked, manufacturers’ 
new orders, residential building permits, 
consumer expectations, stock prices,  
and interest rate spreads, tend to shift 
direction ahead of the business cycle. 
Coincident indicators, such as 
employment, production, personal 
income, and real manufacturing and 
trade sales, measure aggregate economic 
activity and define the business cycle. 
Lagging indicators, such as inventory-to-
sales ratios, change in unit labor costs, 
growth in consumer credit, and the 
average duration of unemployment, 
describe the business cycle dynamics 
and can reveal structural imbalances 
developing in business and consumer 
activity. Consumer confidence, the 
consumer price index (CPI), and 
gross domestic product (GDP) are some 
common indicators that can help 
determine where we are in the business 
cycle and in what direction we might be 
heading. (See “Key Indicators to Watch.”)

Sources: S&P 500 Index (for the U.S. stock market), Bureau of Economic Analysis (for 
real GDP measuring economic output).
For illustrative purposes only. Past performance cannot guarantee future results. It is not 
possible to invest directly in an index.

Economic Research (NBER)—a private 
organization of prominent economists 
that tracks business cycles—determined 
that, of the 33 economic contractions that 
have occurred since 1854, the average 
duration was 17 months.

Economic data and stock markets
The U.S. stock market and economic data 
often don’t move in sync. (See “Stock 
Market Performance and Economic 
Growth.”) The economy is only one factor 
that influences market behavior. Interest 
rates, corporate profitability, investor 
appetite for risk, geopolitical conditions, 
and other forces play a role in 
determining stock and bond values. 
Generally, the stronger the economic 
conditions, the better investors feel about 
the long-term direction of the stock 

KEY POINTS
n	  A growing economy 

supports market 
performance, but the 
two don’t always move 
in sync.

n	The U.S. economy 
continues to evolve, so 
it’s difficult to capture 
its exact position.

n	Although the stage was 
set for slower growth in 
2019, risks of recession 
remain low.
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EXPLORING ECONOMIC CYCLES

Stock Market Performance  
and Economic Growth
The two trends often don’t move in lockstep. 
Q1 1984 through Q4 2018
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A wide range of options
By putting all the pieces of data together, a 
clearer picture emerges. Because the U.S. 
economy continues to evolve, it is difficult 
to capture its exact position with selected 
data. Historical patterns can be instructive 
in making forecasts, but economic 
expansions and contractions are not 
predictably periodic or symmetrical. 
Sometimes recessions begin and end very 
quickly for a variety of unanticipated 
reasons—from oil price shocks to currency 
collapses in developing countries.

Economists do not necessarily agree on 
the importance of various elements in the 
economy. Some believe that understanding 
monetary policy is more useful in making 
forecasts than keeping close tabs on 
aggregate demand. As a result, there is 
usually a wide range of opinions on the 
direction of the economy. Academic and 
professional economists have agreed  

Another important economic indicator 
focuses on the monthly employment 
profile. The Bureau of Labor Statistics 
(BLS) produces a monthly report of the 
national Employment Situation, which 
includes results of two surveys. A survey 
of business establishments reports data 
on the number of people working on 
nonagricultural payrolls, their average 
weekly hours, and their average hourly 
earnings. Total hours worked are an 
important indicator of real GDP, while 
growth in hourly earnings is a key 
inflation indicator; total labor income 
(employment x weekly hours x hourly 
earnings) is a key driver of consumer 
income and, in turn, consumer spending. 
A survey of households is used to derive 
the unemployment rate as well as labor 
force participation and measures of 
underemployment, such as involuntary 
part-time work.

Consumer confidence 
Two major surveys measure how 
American consumers feel about the 
current economy and its prospects for 
the future. The Consumer Confidence 
Survey®, with a targeted responding 
sample size of approximately 3,000 
households, is a monthly index provided 
by The Conference Board.1 The Index 
of Consumer Sentiment is a monthly 
survey of 600 households compiled by 
the University of Michigan.2 Because 
both studies gauge future spending 
plans, they are considered leading 
economic indicators.

Consumer price index (CPI) 
The CPI measures changes in what 
consumers pay for a representative 
sampling of 80,000 different goods 
and services—from breakfast 
cereal to doctor bills to gasoline. 
Each month, officials from the 
government’s Bureau of Labor 
Statistics (BLS) call on thousands 
of businesses to report price data 
on these items. The CPI is a lagging 
indicator because it reports on  
past consumer activity.3 

Gross domestic product (GDP) 
GDP measures the size of the entire 
U.S. economy by totaling the value of 
all the goods and services it produces. 
The figure is often broken down into 

“nominal” and “real” GDP. Nominal GDP 
measures the current dollar value of 
every nut and bolt and every medical 
bill. Real GDP accounts for these 
values net of inflation.4 For example, if 
nominal GDP for a given year rose by 
$200 billion and the inflation rate was 
3%, real GDP would have increased 
by $194 billion. GDP is a coincident 
indicator because it reports on the 
current state of the economy.

Key Indicators to Watch
Investors pay close attention to a variety of economic indicators. Among the most frequently cited are:

1conference-board.org. 2sca.isr.umich.edu. 3bls.gov. 4bea.gov.

Average 
projected 
growth in GDP 
for 2019

2.25% 
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NEXT STEPS 
Stay informed on the markets, 
investments, and financial planning at 
troweprice.com/insights.
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Current Outlook From Alan Levenson,  
T. Rowe Price Chief U.S. Economist

The U.S. economy accelerated in 2018, posting a 3% growth rate 
over the four quarters of 2018—compared with a 2.2% average over 
the preceding eight years of the current, long-running expansion. 
However, Alan Levenson, T. Rowe Price chief U.S. economist, 
says that last year’s pace is unlikely to persist through 2019. “One 
reason is that the tailwind from fiscal stimulus is abating,” Levenson 
says. “The two-year, $300 billion increase in discretionary spending 
enacted in March 2018 had most of its impact on growth last year, 
and that will likely moderate in 2019.

“Also, monetary policy and financial conditions 
going into 2019 were less favorable than 
they were for the previous year.” Financial 
conditions—including stock prices, credit and 
yield curve spreads, and the foreign exchange 
value of the dollar—that affect the economy 
with a lag were a tailwind for growth entering 
2018. The Federal Reserve raised policy rates 
by 0.75% over the course of 2017, but financial 
conditions improved over the course of the 
year, and the underlying policy stance was still 
clearly accommodative at year-end.

Another 100 basis points of rate hikes in 2018 
lifted the real fed funds rate by 0.69% to 0.42% 
at the end of the year, and this shift to a less 

accommodative underlying policy stance finally began to feed 
through to broader financial conditions.

“While the stage was set for slower growth in 2019, risks of a recession 
over the next year remain low,” Levenson says. “The underlying 
monetary policy stance will not be too restrictive, with the real fed 
funds rate likely to stay below the potential rate of real GDP growth.

“Indeed, inflation in the personal consumption expenditures price index 
is barely meeting the Fed’s 2% objective, and unit labor costs are not 
yet presenting a persistent impetus to higher inflation, giving the Fed 
room to let the expansion run,” Levenson says. “Moreover, imbalances 
in the real economy that typically speak to cyclical vulnerability 
are largely absent. Business inventories are lean, new housing 
construction has been unusually restrained, and business investment 
has been modest.” Levenson also notes that aggregate household 
finances are strong: Debt and debt service are low, the saving rate 
is relatively high, and equity in household real estate has returned to 
levels that prevailed before the early 2000’s housing bubble.

…it is good to 
remember that 
markets don’t 
necessarily 
move in the 
same direction 
as economic 
indicators.

EXPLORING ECONOMIC CYCLES

that the NBER is the most appropriate 
organization to make the official business 
cycle determinations—albeit generally 
many months after the beginning or end  
of the cycle it’s determining.

Putting it all into context
The official onset of the next recession 
will be announced long after it has 
begun. In the meantime, many people 
will be paying close attention to  
the release of economic data for  
a variety of reasons. Business 
owners will be making hiring and 
capital investment decisions.  
And some individuals will be 
considering whether to spend 
money on large purchases such as 
real estate, cars, and vacations.

While the release of economic 
data can affect short-term 
movements in the stock and bond 
markets, it is good to remember 
that markets don’t necessarily 
move in the same direction as 
economic indicators. However, 
over the long run, sustained 
periods of noninflationary growth tend 
to be accompanied by appreciating  
stock markets and positive returns in 
credit-sensitive bond market segments. 
Understanding the information 
economic indicators convey, and putting 
that information into the proper context, 
can help long-term investors develop  
a better perspective on the true state of 
the economy. n

https://www.troweprice.com/personal-investing/planning-and-research/t-rowe-price-insights.html?van=insights
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Health care costs are the top 
spending concern of retirees, 
according to a recent survey 

from T. Rowe Price.1 This comes as no 
surprise, as some studies predict that 
a 65-year-old couple may need up to 
$400,0002 to cover health care costs in 
retirement. While these estimates offer 
a good idea of how expensive retirement 
health care could be over several decades, 
they don’t provide an accurate picture of 
what most retirees will experience. 

TAKE NOTE
T. Rowe Price

Giving More to 
Your Heirs

A6
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A Fresh Look 
at Retirement 
Health Care 
Costs
Separating estimates for annual premiums 
and out-of-pocket costs makes it easier to 
plan for expenses.
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Premium Costs (Fixed) Out-of-Pocket Costs (Variable)

Medicare Parts A, B, + D  

75%

Medicare Advantage  
(HMO + Drug Plan)

Medicare Parts A, B, 
+ D and Medigap

  

74% 81%

“Such daunting numbers give an impression that it will 
be difficult for most retirees to afford health care,” says 
Sudipto Banerjee, Ph.D., a senior manager of thought 
leadership at T. Rowe Price. “We believe that planning 
for health care costs in retirement can be made simpler 
using the available assets and income that retirees have. 
But we need to approach calculating health care costs 
differently.” When planning for future retirement health 
care expenses, consider these three things:

1Health care is not a one-time, bulk expense. 
In our view, approaching health care costs as an 
annual expense makes them easier to plan for. 

Any type of expense incurred over a 20- to 30-year 
period can look daunting when represented as a single 
number. “We might balk at the thought of prepaying an 
$86,000 cable bill in retirement,3 but that’s not how we 
pay for cable. Similarly, estimating cumulative future 

health care costs is not useful because we don’t prepay 
for health care,” says Banerjee.

2 Think about premiums and out-of-pocket 
expenses separately. 
Retirees usually pay a fixed monthly premium, 

but out-of-pocket expenses can vary from month to 
month. Medicare premiums with prescription drug 
coverage account for nearly 75% of annual health care 
costs for the majority of retirees, regardless of the type 

Premiums as a Share of Total Health Care Costs  
Median percentage share of individual health insurance premiums (age 65 and above).

Source: T. Rowe Price estimates based on projected 2019 Medicare premiums and data from the Health and Retirement Study (HRS).

SUDIPTO BANERJEE, PH.D. 
Senior Manager, Thought Leadership

Percentage of expenses that 
go to premium costs

Premium Costs (Fixed) Out-of-Pocket Costs (Variable)
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of Medicare coverage they have. (See “Premiums as a 
Share of Total Health Care Costs” on page A2.) Month-
to-month premiums are fixed, and premiums make up 
the bulk of annual health care expenses, which means 
that most annual health care expenses are predictable. 
Therefore, they can be budgeted for and paid from 
monthly income.

On the other hand, out-of-pocket expenses can vary 
greatly from individual to individual and from month to 
month. (See “Out-of-Pocket Expenses Are Highly Variable.”)

In fact, out-of-pocket expenses are the primary source 
of uncertainty in health care expenses. We believe 
maintaining an account, like a money market or savings 
account, with enough liquid assets to meet the annual 

out-of-pocket expenses and replenishing it annually 
might be a good way to address the uncertainty of 
out-of-pocket expenses. 

3 Don’t get caught up in big scary numbers.
“The astronomical numbers associated with 
health care often correspond with only a few 

people who experience very high expenses for a 
prolonged period,” says Banerjee. “Most retirees won’t 
be in that situation.”

According to our estimates, half of retirees with 
traditional Medicare coverage and a Medigap policy will 
spend less than $1,100 a year on out-of-pocket expenses. 
Only one in 10 likely will spend more than $4,500 a year 

Out-of-Pocket Expenses Are Highly Variable  
Different percentiles of annual out-of-pocket expenses for individuals age 65 and above under different types of 
Medicare coverage.

Medicare Parts A, B, + D Medicare Advantage  
(HMO + Drug Plan)

Medicare Parts A, B, + D 
and Medigap

Low Cost (1 in 4 retirees will pay less than 
these amounts)

$300 $300 $500

Medium Cost (half of retirees will pay less 
than these amounts)

$800 $800 $1,100

High Cost (1 in 4 retirees will pay more than 
these amounts)

$2,300 $1,800 $2,200

Very High Cost (1 in 10 retirees will pay more 
than these amounts)

$4,600 $3,700 $4,500

Source: T. Rowe Price estimates based on projected 2019 Medicare premiums and data from the HRS. All costs are rounded up to the nearest hundred.
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on out-of-pocket expenses. Also, it’s not necessarily true that someone 
spending $4,500 on out-of-pocket expenses this year will keep doing so 
for the rest of his or her life.

What you can do to prepare  
Prior to retirement and before filing for Medicare, consider:  

n	Comparing the premiums and out-of-pocket costs of different 
Medicare coverage options. Include prescription drug plans in the 
comparison, and choose the option that best suits you.

n	Calculating your monthly premiums based on the type of coverage 
you need and budgeting for that amount from your monthly income.

n	Keeping enough liquid cash to meet your out-of-pocket expenses for 
the year. This amount can be based on past years’ expenses.

The advantage of this approach is that you do not have to accumulate 
and hold enormous sums in savings accounts in advance of retirement and, 
as a result, forgo investment or interest earnings. After setting aside  
the amount that you estimate for your annual out-of-pocket health  
care expense needs, you can keep the rest of your assets invested.  

Part A
Covers room and  
board in the hospital

Part B
Covers outpatient 
services deemed 
medically necessary, 
such as lab tests and 
doctor visits

Part C
Helps reduce expenses 
through private health 
insurance plans

Part D
Helps lower the cost of 
prescription drugs

Medicare premiums with prescription 
drug coverage account for three-
quarters of annual health care costs  
for most retirees.

75%

Comparing Medicare 
Components 
Different Medicare plans cover 
different health costs.
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1T. Rowe Price Retirement Savings and Spending survey. Representative national study of 3,005 adults age 21+, never retired, and currently 
contributing to a 401(k) plan or eligible to contribute and have a balance of $1,000+. 2Fronstin, Paul, and Jack VanDerhei. “Savings Medicare 
Beneficiaries Need for Health Expenses: Some Couples Could Need as Much as $400,000, Up From $370,000 in 2017.” EBRI Issue Brief, no. 
460 (Employee Benefit Research Institute, October 8, 2018). 3Assuming a $150 monthly cable expense with 3% annual inflation over 30 years. 
4Health and Retirement Study public use dataset. Produced and distributed by the University of Michigan with funding from the National Institute 
on Aging (grant number NIA U01AG009740). Ann Arbor, MI. 5Banerjee, Sudipto. “Cumulative Out-of-Pocket Health Care Expenses After the Age 
of 70.” EBRI Issue Brief, no. 446 (Employee Benefit Research Institute, April 3, 2018).

This will allow you to benefit from 
potential returns on those funds, which 
can be allocated to meet your other 
needs, including the possibility of 
long-term care.

“It’s hard not to be intimidated by 
extreme estimates regarding future 
health care expenses,” Banerjee says.  
“But recognize that your actual health 
care costs will be a combination of 
regular, predictable expenses that you 
can budget for and, for most people, a 
smaller component of variable expenses 
that you can manage from your savings.” n

NEXT STEPS 
For more information on the full study, visit 
troweprice.com/simplifyhealthcarecosts.

About this study
We analyzed nationally representative data on retiree health care 
expenses and projected 2019 Medicare premiums to estimate 
annual health care expenses for different types of Medicare 
coverage and to break down the costs between insurance 
premiums and out-of-pocket expenses.4 We also provided 
guidelines on how retirees can plan to meet their annual health 
insurance premiums and out-of-pocket expenses.

For the purposes of this research, we chose not to include the 
cost of long-term care. Although most individuals do not incur 
out-of-pocket long-term care expenses during their retirement 
years, it could be catastrophic for a small fraction of retirees.5 
The uncertainty of incurring any out-of-pocket long-term care 
expenses combined with the highly skewed distribution of long-
term care expenses makes it very difficult to plan for them. But 
there are a couple of ways people can prepare for long-term care 
expenses. Buying long-term care insurance could be a solution. 
There are multiple factors that could influence the decision to 
purchase long-term care insurance, including premiums (which 
could be very high), the level of assets an individual wants to 
protect, bankruptcy concerns about insurers, and the lack of 
caregivers. The other way is to self-insure using personal savings 
and then depend on Medicaid if assets are exhausted.

https://www.troweprice.com/content/dam/iinvestor/images/RFEInsight_dwnld2_NewWayCalcHCCosts03082019.pdf?van=simplifyhealthcarecosts
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Y ou’ve planned well enough to be able to 
leave some money to your children or 
grandchildren. But have you thought about 

the tax consequences of your gift? It may be helpful to 
address strategies for a tax-efficient way to leave assets 
to your heirs—specifically income taxes (rather than 
estate taxes, which affect very few people). There are  
two factors you will want to consider: 

1Your heirs’ tax rates
The decision to draw from Roth or tax-deferred 
savings depends largely on future tax rates—yours 

and your heirs’. “If your heirs’ tax rates are likely to be 
lower than yours, you may want to use assets from your 
Roth account for spending and leave your loved ones the 
tax-deferred assets,” says Roger Young, CFP®, a senior 
financial planner with T. Rowe Price.

That’s different from the conventional approach, 
where you wait until taxable and tax-deferred accounts 
are depleted before spending Roth assets.

2 Taxable assets with gains (which can be 
passed down to your heirs tax-free)
Under current tax law, the cost basis for inherited 

investments in taxable accounts is the value at the 
owner’s death. This is known as a step-up in basis, and  
it effectively makes gains during the original owner’s 
lifetime tax-free for heirs. “This benefit is why you may 
want to hold some taxable assets as long as possible, 
contrary to the conventional wisdom that suggests 
spending taxable assets first,” says Young.

The right approach to drawing down your retirement 
portfolio may involve different tactics at different stages 
of retirement based on your marginal tax rate. Required 
minimum distributions (RMDs)—annual withdrawals 
people generally are forced to take from tax-deferred 
retirement accounts, such as IRAs, once they reach age 
70½—limit your flexibility and can affect what tactics 
are best in different years.

Giving More to  
Your Heirs
When planning to leave behind money 
to heirs, it’s important to weigh the tax 
consequences for both the account holder 
and the recipients.
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As an example, for the years—if any—that you are in 
the 10% or 12% tax bracket, you might take advantage  
of untaxed capital gains. In other years, you may want  
to preserve taxable assets by prioritizing either tax-
deferred or Roth distributions.

How would these strategies work? Let’s consider two 
married couples retiring at age 65 whose heirs are expected 
to have different tax rates after they inherit the money:

n	Both couples have $2.5 million across their investment 
accounts: 50% taxable, 40% tax-deferred, and 10% Roth

n	Both couples spend $135,000 (after taxes) each year

n	Both couples collect $50,000 in Social Security 
benefits annually

n	One couple’s heirs will have a 10% marginal tax rate, 
while the other couple’s heirs will have a 24% tax rate

In the table, “Comparing Strategies for Passing on 
Assets,” on page A8, the first column illustrates the 
conventional wisdom approach—withdrawing from 
taxable accounts first, followed by tax-deferred accounts 
and, finally, Roth assets. The other columns show the 
better strategies we found for the two couples.

As you’ll see, the biggest difference between the 
couples’ strategies is that the first one depletes the Roth 

account fairly quickly, whereas the second depletes the 
tax-deferred account before the Roth. In both scenarios, 
the couple can preserve some taxable assets for the 
step-up in basis.

Here are some additional considerations:

n	Taking large tax-deferred distributions to fund 
spending needs (like the second couple on page A8)  
can help your highly taxed heirs but incurs a 
significant tax burden for you.

n	While some experts often advocate Roth conversions, 
that approach wasn’t part of the better strategies we 
found for these examples. They could make sense in 
other situations, such as for people who don’t qualify 
for tax-free capital gains.

Making the best choice for your family
When planning your estate, it may not be easy to predict 
your kids’ future financial situation, let alone their tax 
bracket. “While it may be challenging, it’s worth taking 
some time to weigh the possible income tax consequences 
for the estate recipients versus taxes you will pay during 
your lifetime,” says Young. We also recommend starting 
the planning process at least 10 years before you’re subject 
to RMDs.

It’s worth taking some time to weigh the possible income tax 
consequences for the estate recipients versus taxes you will pay 
during your lifetime.
 –ROGER YOUNG, CFP®, SENIOR FINANCIAL PLANNER WITH T. ROWE PRICE



NEXT STEPS 
Learn more about estate planning at troweprice.com/estateplanning. 
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Comparing Strategies for Passing on Assets
The decision to draw from Roth or tax-deferred savings depends largely on your heirs’  
future tax rates.

v

Conventional wisdom 
(both couples)

Better strategy for 
couple #1 (heirs with 
a lower tax rate)

Better strategy for 
couple #2 (heirs with a 
higher tax rate)

Account  
withdrawals

Taxable account (years 
1–38); tax-deferred 
(starting with RMDs 
year 6, running out year 
40); Roth (years 40 on)

Before RMDs (years 1–5), 
draw from taxable account 
plus just enough from the 
Roth so that capital gains 
aren’t taxed. Thereafter, 
supplement RMDs with 
Roth funds until depleted 
(year 15), then use taxable 
funds. Never take more 
than RMDs from tax-
deferred account.

Before RMDs, follow 
same approach as the 
other couple. Then rely 
on tax-deferred account 
until depleted (year 23). 
After that, again use a 
combination of Roth and 
taxable account to keep 
capital gains tax-free, 
until Roth is depleted 
(year 46).

Federal taxes paid 
by each couple 
over the course  
of 30 years

$334,000 $294,000  
(12% reduction)

$306,000  
(8% reduction)

After-tax value 
of the portfolio 
to heirs

$1,350,000  
(lower-taxed heirs)  
or $1,285,000 
(higher-taxed heirs)

$1,402,000  
(4% increase)

$1,362,000 
(6% increase) 

The chart is for illustrative purposes only and is not indicative of any specific investment. Additional assumptions: Amounts are in 
today’s dollars and rounded; investment returns (before taxes) of 3% above inflation; taxable account generates only qualified dividends 
and long-term capital gains; cost basis is 25% of the taxable account value at the start of retirement; couple retires at age 65; federal 
taxes remain at 2019 levels; state taxes not considered. The results (taxes paid and value of the portfolio to heirs) reflect amounts at 
age 95, but the description of the strategy includes the possibility that the couples live longer. For further assumptions and details, visit 
troweprice.com/withdrawalstrategiesreport. n

https://www.troweprice.com/content/dam/iinvestor/TaxEfficientWithdrawalStrategies_whitepaper.pdf?van=withdrawalstrategiesreport
https://www.troweprice.com/personal-investing/advice-and-planning/estate-planning.html
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The T. Rowe Price ActivePlus 
Portfolios program combines the 
convenience of online investing with 
professional portfolio management. 
The program consists of 10 model 
portfolios—each investing in eight to 15 
underlying T. Rowe Price mutual funds.

The model portfolios are designed to 
meet a wide variety of investor needs—
ranging from the most aggressive 
portfolios (as much as 100% in equity 
funds) to those with limited equity 
exposure. After you answer six short 
questions, we’ll recommend a 
diversified model portfolio of mutual 
funds based on your timeline and  
risk tolerance. 

We regularly monitor the model 
portfolios, and our investment 
professionals rebalance asset 
allocations, as needed, to align with 
their original target allocations. 

A digital discretionary investment program that invests, monitors, and rebalances a 
portfolio of mutual funds on your behalf.

T. Rowe Price® ActivePlus Portfolios

Put Our Expertise to Work for You

Investors are eligible to open an account provided they are at least 18 years old, reside in the U.S., and meet the account minimum of $50,000.
Investments in T. Rowe Price ActivePlus Portfolios are subject to the risks associated with investing in mutual funds, which may result in loss 
of principal. T. Rowe Price does not guarantee the results of our investment management or that the objectives of the funds or the portfolios will 
be met.
T. Rowe Price ActivePlus Portfolios is a discretionary investment management program provided by T. Rowe Price Advisory Services, Inc., a 
registered investment adviser under the Investment Advisers Act of 1940. Brokerage services are provided by T. Rowe Price Investment 
Services, Inc., member FINRA/SIPC. Brokerage accounts are carried by Pershing LLC, a BNY Mellon Company, member NYSE/FINRA/SIPC.  
T. Rowe Price Advisory Services, Inc., and T. Rowe Price Investment Services, Inc., are affiliated companies.

NEXT STEPS 
Visit troweprice.com/activeplusportfolios to learn more about  
T. Rowe Price ActivePlus Portfolios, or call us at 1-888-834-6595.

SPOTLIGHT

Discretionary management of  
your account, including asset 
allocation, portfolio rebalancing,  
and trading decisions.

%

No additional advisory fees to 
manage your account and no 
commissions—you pay the expenses 
of the underlying T. Rowe Price 
funds in your account.

A diversified account invested 
in a select model portfolio of 
actively managed T. Rowe Price 
mutual funds designed to meet 
specific objectives.

Minimum investment of 
$50,000.

Currently accepted for Roth, 
Traditional, and Rollover IRAs.

Access to licensed Client 
Specialists who can answer 
questions about your account 
and more.

https://www.troweprice.com/personal-investing/products-and-services/activeplus-portfolios.html?van=activeplusportfolios
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MAKING IT

What’s right for you primarily depends on whether you’re 
looking to preserve the tax benefits of the account.

4 Options for 
Your Old 401(k)
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You have four options  
for what to do with an  
old 401(k) account.  

“To determine what’s right for you, 
consider whether you’re changing 
jobs or retiring from your career, as 
well as your financial circumstances 
and long-term goals,” says Judith 
Ward, CFP®, a senior financial 
planner with T. Rowe Price. Keep 
in mind that preserving the tax 
benefits of your investments when 
you leave your job may substantially 
improve your ability to build wealth 
over the long term. Consider the 
following options:

1. Leave your assets where  
they are
If the plan allows, you can leave  
the assets in your former employer’s 
401(k) plan, where they can 
continue to benefit from any 
tax-advantaged growth. Find out  

greater flexibility over access to your 
savings (although income taxes may 
apply, along with early withdrawal 
penalties, if you are under age 
59½).1 Review the differences in 
investment options and fees 
between an IRA and your old and 
new employers’ 401(k) plans.

4. Cash out your assets
Cashing out your old 401(k) may have 
significant financial consequences. 
Not only are those funds considered 
taxable income and subject to an 
immediate tax withholding, but you 
also may be subject to a 10% early 
withdrawal tax penalty if you cash 
out before age 59½.1 Additionally, 
withdrawals will lose the potential 
for tax-deferred growth.

“If possible, choose an option 
that allows you to continue to 
benefit from your savings’ tax-
advantaged status and preserve 
and increase the growth potential 
of your wealth,” says Ward. Other 
important factors to consider 
include fees and expenses, available 
services, protection from creditors, 
and special tax considerations for 
employer stock. Please consider 
consulting with a tax advisor.

if you must maintain a minimum 
balance and understand the  
plan’s fees, investment options,  
and other provisions.

2. Roll your assets into your  
new employer’s plan
If you’re changing jobs, you can  
roll your old 401(k) account assets 
into your new employer’s plan (if 
permitted). This option maintains 
the account’s tax-advantaged status. 
Find out if your new plan accepts 
rollovers and if there is a waiting 
period to move the money. Also, 
review the differences in investment 
options and fees between your old 
and new employers’ 401(k) plans.

3. Roll over your assets to an IRA
For more investment options and  
to maintain the tax-advantaged 
status of the account, roll your old 
401(k) into an IRA. You will have 

RETIREMENT SAVINGS
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Advantages Considerations

 1
Leave your assets 
where they are

n	   Offers familiar investment options.

n	Maintains your plan account’s tax-advantaged status.

n	Generally allows for penalty-free withdrawals if you 
leave your job in the year that you turn age 55 or 
older (although distributions are still subject to  
income taxes).

n	May provide access to investment choices and plan 
services that aren’t available elsewhere.

n	   May have a minimum balance requirement of 
$5,000 to remain in the plan.2

n	Subject to plan withdrawal provisions.

n	May have limited investment options.

2
Roll your assets 
into your new 
employer’s plan

n	Maintains your plan account’s tax-advantaged status.

n	May permit loans.2

n	Generally allows for penalty-free withdrawals if 
you leave your job in the year you turn age 55 or 
older (although distributions are still subject to  
income taxes).

n	May provide access to investments that may not be 
available elsewhere.

n	 If you are still working at age 70½, you do not have to 
take required minimum distributions (RMDs) from your 
current employer’s plan.

n	Limits investment options to those in the  
new plan.

n	Limits your access to withdrawals.2

n	May involve a waiting period prior to moving 
assets from a former employer’s plan.2

n	Generally, rollover contributions to a new plan 
(if permitted) can be withdrawn at any time and 
do not have to meet a permissible distribution 
event. Taxes and penalties may apply.

3
Roll over your 
assets to an IRA

n	   Maintains your plan account’s tax-advantaged status.

n	Often offers access to a wider range of investment 
options (versus keeping the assets in an employer-
sponsored plan).

n	Permits penalty-free withdrawals after age 59½ and 
under limited circumstances.

n	Allows you to consolidate multiple accounts into a  
single IRA.

n	Does not offer loan provisions.

n	Generally, you may not make penalty-free 
withdrawals until age 59½.

n	There may be negative tax consequences of  
rolling over significantly appreciated employer 
stock to an IRA.

4
Cash out  
your assets 

n	Provides immediate access to your retirement  
plan assets.

n	Removes the potential for continued tax-deferred 
growth of your assets.

n	Mandatory 20% withholding on the distribution. 
You may be liable for a greater amount when 
you file your taxes if your income tax rate is 
higher than 20%.

n	May be subject to a 10% early withdrawal 
penalty if you are under age 59½.1 n

Advantages and Considerations of the Four Options 
Here’s a snapshot of the information you need to help you make the right choice for your situation.

NEXT STEPS 
Explore your options at troweprice.com/rollover or call 
one of our Retirement Specialists at 1-800-843-6801. 1Certain exceptions apply. 2Depends on employer plan provisions.

https://www.troweprice.com/personal-investing/retirement/ira/rollover-and-transfer-ira.html?van=rollover
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FOCUS ON

PERSONAL FINANCE

3 Ways to Prepare  
for College Costs
Getting started early, investing regularly, and saving what 
you can in a 529 plan are smart steps to take.
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Thinking about paying for your 
children’s college expenses 
can be overwhelming. Even 

if you don’t think you will be able 
to cover 100% of the costs, you 
can still start saving to pay part 
of them. A 529 college savings 
plan—offering tax-deferred growth 
potential and tax-free withdrawals 
for qualified college expenses—may 
be an ideal way to do so.* Also, 
the U.S. tax reform measure that 
passed in December 2017 allows 
state-sponsored 529 plans to offer 
tax-free withdrawals up to $10,000 
per year per child for qualified 
elementary and secondary school 
tuition expenses. “Look at every dollar 
you save in a 529 account as a down 
payment on a college education,” 
suggests Judith Ward, CFP®, a  

senior financial planner with 
T. Rowe Price. “Starting to save is 
the first and most crucial step.”

Save early
The earlier you begin setting money 
aside in a 529 account, the longer that 
investment will have to benefit from 
tax-deferred growth potential. “If 
you can work a couple hundred 
dollars into your monthly budget to 
help offset the future expense of 
college, you will be so much better 
off by the time your child is ready to 
enroll,” Ward says.

Note that 529 plans vary from 
state to state, with each offering 
different costs, investment options, 
and incentives. For example, if you 
open a 529 plan in your state of 
residence, you may be eligible for  

a state income tax deduction or tax 
incentive—although some states 
provide these tax benefits no  
matter where the plan is offered. 
Also consider a plan’s investment 
flexibility, initial required 
contributions, and administrative 
fees. Keep your time horizon in 
mind when choosing among 
investment options.

Save regularly
Consider setting up automatic 
monthly contributions or payroll 
deductions (if available) into a 529 
account for the benefit of your child 
so that you can accumulate savings 
regularly. Plan to increase the 
savings amount as your financial 
resources permit. Of course, your 
own financial health should take 
precedence, and saving for your 
child’s education shouldn’t 
jeopardize your retirement  
savings plan.

Furthermore, don’t assume  
you’ll have to handle all the saving 
yourself. One benefit of 529 plans is 

Look at every dollar 
you save in a 529 
account as a down 
payment on a college 
education.
– JUDITH WARD, CFP®, SENIOR 

FINANCIAL PLANNER WITH  
T. ROWE PRICE
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NEXT STEPS 
Visit troweprice.com/college to  
learn more or call to speak with a non- 
commissioned Investment Specialist 
at 1-800-843-8820.

that anyone can contribute to the 
account. You can take advantage of 
this feature by encouraging family 
members to give the “gift of 
education” to mark milestones  
such as birthdays or graduations. 
Many 529 plans make this gift-
giving easy, and it’s a great way to 
make it a family affair.

Save what you can
Of course, many families will  
need to use loans to help pay for 
education expenses. Just remember 
that saving as much as possible in  
a 529 account now can mean less 
borrowing—and less money spent 
paying back interest—later. (See 

“Saving vs. Borrowing.”) And if your 
child ends up receiving aid or 
scholarships, you can change the 
account beneficiary to another 
family member—or even yourself.

“Saving as much as you can now  
for that tuition bill is one of the best 
things you can do to minimize the 
amount that will need to be borrowed 
later,” says Ward. “Even planning to 
put a down payment toward college 
expenses can really help.” n

*Earnings on a distribution not used for qualified expenses may be subject to income taxes and a 10% federal penalty.
Please note that a 529 plan’s disclosure document includes investment objectives, risks, fees, expenses, and other information that 
you should read and consider carefully before investing.
You should compare any college savings plan with the college savings program offered by your home state or your beneficiary’s 
home state, which may offer state tax or other state benefits such as financial aid, scholarship funds, and protection from creditors 
that are only available for investments in such state’s 529 plan.

Saving vs. Borrowing
Saving for education can lead to much lower total expenses compared 
with borrowing. Consider the example below of saving in a 529 plan 
versus borrowing to cover $40,000 in college costs.

Total Amount Paid 
for College Loan

Total Amount Accumulated 
in 529 Account
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0

10,000

20,000

30,000

40,000

50,000

$60,000

$23,000
contributed

$40,000
borrowed

$40K in College Costs

$11,000
interest

$17,000
earnings

Figures are pretax and rounded to the nearest $1,000.
Assumptions: To cover $40,000 of college costs, you would need to save $105 monthly 
before college for 18 years at a 6% average annual rate of return compounded monthly. When 
borrowing $40,000, assuming a 5% average annual interest rate, you would pay $424 a month 
for 10 years after college. All 529 withdrawals are assumed to be for qualified educational 
expenses at the beginning of college; 529 contributions, interest accrual, and loan repayments 
occur monthly, at the end of the month. This chart is for illustrative purposes only and does 
not project or predict the returns of any specific investment.

https://www.troweprice.com/personal-investing/products-and-services/college-savings-plans.html?van=college
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T. ROWE PRICE UPDATES
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All mutual funds are subject to market risk, including possible loss of principal.
*Morningstar gives its best ratings of 4 or 5 stars to the top 32.5% of all funds (of the 32.5%, 22.5% get 4 stars and 10% get 5 stars) based 
on their risk-adjusted returns. The Overall Morningstar RatingTM is derived from a weighted average of the performance figures associated with 
a fund’s 3-, 5-, and 10-year (if applicable) Morningstar RatingTM metrics. The Morningstar RatingTM for funds, or “star rating,” is calculated for 
funds with at least a 3-year history. Exchange-traded funds and open-ended mutual funds are considered a single population for comparative 
purposes. It is calculated based on a Morningstar risk-adjusted return measure that accounts for variation in a managed product’s monthly 
excess performance, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of products in each 
product category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 
10% receive 1 star. ©2019 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its 
content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its 
content providers are responsible for any damages or losses arising from any use of this information.

T. Rowe Price Funds Earn 
High Ratings

risk-adjusted returns)—5 stars being the highest.* 
Past performance cannot guarantee future results.

Because of our disciplined approach to investing, 
Morningstar, a leader in independent investment 
research, recognized many of our mutual funds with 
its highest ratings in the funds’ respective categories. 
As of March 31, 2019, 70 of 132 of our rated funds 
(Investor Class only) have earned an Overall 
Morningstar RatingTM of 4 or 5 stars (based on their 

Our Automatic Asset Builder (AAB) service makes it 
easy to invest regularly. Just select the T. Rowe Price 
accounts you want to set up with AAB, and the 
monthly contribution will be funded from your bank 
account, paycheck, or Social Security check.

Simplify Your 
Savings

NEXT STEPS
To explore our selection of Morningstar 4- and 5-star-
rated funds, visit troweprice.com/morningstar or call 
1-800-846-6936 to speak with a noncommissioned 
Investment Specialist.

NEXT STEPS
Get started at troweprice.com/aab 
or call us at 1-800-846-6945.

https://www.troweprice.com/personal-investing/tools/fund-research/morningstar-4-and-5-star-rated-funds
https://www3.troweprice.com/aaweb1/transactions/page/transact-trade/automatic-activity/investment.otc?van=aab
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*167 of our 368 mutual funds had a 10-year track record as of 3/31/19 (includes all share classes and excludes funds used in insurance products). 
137 of these 167 funds (82%) beat their Lipper average for the 10-year period. 246 of 368 (67%), 224 of 310 (72%), and 171 of 213 (80%) of  
T. Rowe Price funds outperformed their Lipper average for the 1-, 3-, and 5-year periods ended 3/31/19, respectively. Calculations based on 
cumulative total return. Not all funds outperformed for all periods. (Source for data: Lipper Inc.)

In a variety of markets, over 80% of our mutual funds 
with a 10-year track record beat their 10-year Lipper 
average for the period ended 3/31/19.* So when 
you choose a T. Rowe Price mutual fund, you can 
feel confident in our experience and expertise. Past 
performance cannot guarantee future results.

NEXT STEPS
Visit troweprice.com/mutualfunds to learn more or 
call 1-800-846-6982 to speak with a noncommissioned 
Investment Specialist.

Over 80% of Our Funds With a 10-Year Track Record 
Outperformed Their 10-Year Lipper Average

NEXT STEPS
To learn more and to use our College Savings Planner, visit 
troweprice.com/college or call us at 1-800-846-6939.

Saving for college, graduate school, vocation training, 
or even K–12 public, private, or religious schools can be  
more attainable with the tax-advantaged benefits of a 
529 college savings plan. Consider one of the three 
flexible 529 plans managed by T. Rowe Price:

n    T. Rowe Price College Savings Plan

n    Maryland College Investment Plan

n    University of Alaska College Savings Plan

Investing in Your Child’s Future

Be sure to review any 529 college savings plan offered by your home state or your beneficiary’s home state, as there may be state tax or other 
state benefits, such as financial aid, scholarship funds, and protection from creditors that are only available for investments in the home state’s 
plan. Be sure to read the college savings plan’s disclosure document, which includes investment objectives, risks, fees, charges and expenses, 
and other information that you should read and consider carefully before investing.

https://www.troweprice.com/personal-investing/products-and-services/college-savings-plans.html?van=college
https://www.troweprice.com/personal-investing/mutual-funds/index.html


CLOSING BELL

Mind Over Money
Don’t let your brain keep you from making sound investment decisions.

PERSONAL FINANCE

1 If you’ve ever felt nervous watching  
the price of an investment fall, the part of your 
brain that responds to fear—your amygdala—

may be to blame. The amygdala sends out warning 
signals, which can create a sense of anxiety 
when we fear something, such as anticipating or 
experiencing a financial loss.

Market fluctuations are normal parts of the economic cycle. But merely understanding 
this fact isn’t enough to ensure that you make sound investment decisions when the 
market is rising and falling. Have you ever made a decision—good or bad—and later 

wondered what motivated you to make that choice? Over the years, researchers from the fields of 
neuroscience, economics, and psychology have identified why our brains sometimes can unwittingly 
stop us from making sound investment decisions.

Source: Zweig, J. (July 11, 2017). Is Your Brain Wired for 
Wealth? Retrieved from http://jasonzweig.com/is-your-brain-
wired-for-wealth. Used with permission.

NEXT STEPS 
Gain investment insights to help you stay 
focused on your long-term strategy at   
troweprice.com/insights.

To increase your chances of success as an investor, 
understand that your brain’s natural responses can 
influence your decisions regarding money. Both fear in a 
falling market and pleasure in a rising one can complicate 
your decision-making process. Simply keeping this 
dynamic in mind can give your prefrontal cortex a 
chance to step in and help when your brain’s primal 
instincts threaten your investment outcomes. This will 
help you make decisions based on established investment 
strategies—not emotions. n	

3The prefrontal cortex can help 
counter the brain’s primal responses 
and guide our behavior as investors. 

In effect, the prefrontal cortex can help you 
concentrate, analyze concepts, and draw 
logical conclusions instead  
of simply reacting.

2 Positive outcomes can trigger certain 
neurons in the brain to release dopamine, 
a neurotransmitter that regulates feelings of 

pleasure. Simply anticipating making money on 
an investment could cause your brain to release 
this chemical.
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https://www.troweprice.com/personal-investing/planning-and-research/t-rowe-price-insights.html?van=insights


T. Rowe Price Funds 
For detailed information on T. Rowe Price mutual funds, including investment performance, call 1-800-401-1788 or visit troweprice.com/performance.

T. Rowe Price Investor magazine is published quarterly by T. Rowe Price as an exclusive, no-cost service to its customers for informational purposes only. Copyright ©2019 by T. Rowe Price Associates, Inc. 
All Rights Reserved. Certain information herein has been provided by independent third parties whom T. Rowe Price believes to be reliable. Although all content is carefully reviewed, it is not guaranteed for 
accuracy or completeness. T. Rowe Price cannot be held responsible for any direct or incidental loss incurred by applying any of the information in this publication. Third-party trademarks appearing in this 
publication are the property of their respective owners; all other trademarks are the property of T. Rowe Price Group, Inc. Third-party websites are provided solely for your convenience. T. Rowe Price is not 
responsible for the information contained in any third-party website. This material is provided for general and educational purposes only and is not intended to provide legal, tax, or investment advice. This 
material does not provide fiduciary recommendations concerning investments, nor is it intended to serve as the primary basis for investment decision-making; it is not individualized to the needs of any specific 
benefit plan or retirement investor, nor is it directed to any benefit plan or investor in connection with a specific investment or investment management decision. T. Rowe Price (including T. Rowe Price Group, 
Inc., and its affiliates) and its associates do not provide legal or tax advice. Any tax-related discussion contained in this publication, including any attachments, is not intended or written to be used, and cannot 
be used, for the purpose of (i) avoiding any tax penalties or (ii) promoting, marketing, or recommending to any other party any transaction or matter addressed herein. Please consult your independent legal 
counsel and/or professional tax advisor regarding any legal or tax issues raised in this publication.
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Domestic
Blue Chip Growth
Capital Appreciation1

Capital Opportunity
Communications & Technology
Diversified Mid-Cap Growth
Dividend Growth
Equity Income
Equity Index 500
Extended Equity Market Index 
Financial Services 
Growth & Income
Growth Stock
Health Sciences
Mid-Cap Growth1

Mid-Cap Value1

New America Growth
New Era

New Horizons1

QM U.S. Small & Mid-Cap Core Equity
QM U.S. Small-Cap Growth Equity
QM U.S. Value Equity 
Real Estate
Science & Technology
Small-Cap Stock1

Small-Cap Value   
Tax-Efficient Equity
Total Equity Market Index
U.S. Large-Cap Core
Value
International/Global
Africa & Middle East
Asia Opportunities
Emerging Europe
Emerging Markets Stock1

Emerging Markets Discovery Stock2

European Stock
Global Consumer
Global Growth Stock
Global Industrials
Global Real Estate
Global Stock
Global Technology1

International Disciplined Equity3

International Discovery1

International Equity Index
International Stock
International Value Equity
Japan
Latin America
New Asia
Overseas Stock
QM Global Equity

Balanced 
Global Allocation 
Multi-Strategy Total Return
Personal Strategy Balanced
Personal Strategy Growth 
Personal Strategy Income

Real Assets
Retirement 2005, 2010, 2015, 
 2020, 2025, 2030, 2035, 2040, 
 2045, 2050, 2055, 2060
Retirement Balanced
Retirement Income 20204

Spectrum Growth
Spectrum Income
Spectrum International 
Target 2005, 2010, 2015, 2020, 
 2025, 2030, 2035, 2040, 2045, 
 2050, 2055, 2060

Taxable
Corporate Income
Credit Opportunities
Dynamic Credit
Dynamic Global Bond
Emerging Markets Bond
Emerging Markets Corporate Bond 
Emerging Markets Local Currency Bond 
Floating Rate 
Global High Income Bond
Global Multi-Sector Bond
GNMA

High Yield1

Inflation Protected Bond
International Bond 
International Bond (USD Hedged)
Limited Duration Inflation Focused Bond
New Income
Short-Term Bond 
Total Return
Ultra Short-Term Bond
U.S. Bond Enhanced Index
U.S. High Yield
U.S. Treasury Intermediate

U.S. Treasury Long-Term
Tax-Free5

CA, GA, MD, NJ, NY, VA Tax-Free Bond
Intermediate Tax-Free High Yield
MD Short-Term Tax-Free Bond
Summit Municipal Income4

Summit Municipal Intermediate4

Tax-Free High Yield
Tax-Free Income
Tax-Free Short-Intermediate

Taxable
Cash Reserves6

Government Money7

U.S. Treasury Money7

Tax-Free5

CA, MD, NY Tax-Free Money6

Summit Municipal Money Market4,6

Tax-Exempt Money6

1 Closed to new investors except for a direct rollover from a retirement plan into a T. Rowe Price IRA invested in this fund. 2Formerly Emerging Markets Value Stock. 3Formerly International Concentrated Equity. 
4$25,000 minimum. 5Certain tax-free funds may not be appropriate for tax-deferred investments, including individual retirement accounts (IRAs).

6 Retail Funds: You could lose money by investing in the Fund. Although the Fund seeks to preserve the value of your investment at $1.00 per share, 
it cannot guarantee it will do so. The Fund may impose a fee upon the sale of your shares or may temporarily suspend your ability to sell shares 
if the Fund’s liquidity falls below required minimums because of market conditions or other factors. An investment in the Fund is not insured or 
guaranteed by the Federal Deposit Insurance Corporation or any other government agency. The Fund’s sponsor has no legal obligation to provide 
financial support to the Fund, and you should not expect that the sponsor will provide financial support to the Fund at any time.

7 Government Funds: You could lose money by investing in the Fund. Although the Fund seeks to preserve the value of your investment at $1.00 per 
share, it cannot guarantee it will do so. An investment in the Fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or 
any other government agency. The Fund’s sponsor has no legal obligation to provide financial support to the Fund, and you should not expect 
that the sponsor will provide financial support to the Fund at any time.

https://www.troweprice.com/personal-investing/tools/fund-research/historical-performance


Numbers tell 
only half the  
story.

Strategic investing takes us beyond the numbers. That’s why over 400 of our experts go out into the 
field to examine opportunities firsthand—like a biotech company’s advancements that could lead to the first 
allergy-free peanut. Our rigorous approach helps us select and manage investments for our funds.

Put our strategic investing approach to work for you today.  
troweprice.com/fullstory  |  1-866-893-6735

All funds are subject to market risk, including possible loss of principal. 

Your investments  
deserve the full story.

T. Rowe Price Investment Services, Inc., Distr ibutor.

https://www.troweprice.com/personal-investing/strategic-investing.html?van=fullstory
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