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PERSPECTIVE ON CURRENT 
VOLATILITY IN THE FINANCIAL 
SERVICES SECTOR

ECONOMIC OUTLOOK

Long-term investors know from experience that   
financial markets can produce difficult periods from 
time to time

TIAA-CREF closely monitors the developments on 
Wall Street 

Recent events in the financial services industry are 
extremely unusual

TIAA-CREF believes that a consistent, sound and 
disciplined approach to investing is the path to 
financial security



LONG-TERM OPTIMISM

The U.S. economy has a long history of 
rebounding from economic turmoil:

> The Great Depression

> Two World Wars

> The Oil Embargo

> The Savings and Loan Fallout

ECONOMIC OUTLOOK



EQUITY MARKETS

Stock prices change for a multitude of reasons

There are macro factors involved in price 
changes and industry- or company-specific 
factors as well

Are constantly reacting to events and 
conditions

Future stock prices cannot be predicted

UNDERSTANDING EQUITY MARKET VOLATILITY



HISTORICAL RETURNS BY 
ASSET CLASS

DIVERSIFY YOUR HOLDINGS

Source: Ibbotson Associates, Inc.

Hypothetical value of $1 invested at year-end 1925.

Assumes reinvestment of income and no transaction costs or taxes.

Average 
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3.73%
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SIGNIFICANT DOWNTURNS 
ARE NOT UNCOMMON

Source: Ibbotson Associates, Inc.; Final Period Source: CREF Investments. Both Sources: Large Company Stocks ï
Standard & Poorôs 500®, which is an unmanaged group of securities and considered to be representative of the 
stock market in general. The data assumes reinvestment of all income and does not account for taxes or transaction 
costs. The average return represents a compound annual return. An investment cannot be made directly in an index. 
Past performance is not a guarantee of future results. 

Next?

UNDERSTANDING EQUITY MARKET VOLATILITY

PERIOD

9/29-6/32
6/46-4/47
8/56-2/57
8/57-12/57
1/62-6/62
2/66-9/66
12/68-6/70
1/73-9/74
1/77-2/78
12/80-7/82
9/87-11/87
6/90-10/90
7/98-8/98
9/00-9/02
11/07 ï8/08

LENGTH

34 months
11 months
7 months
5 months
6 months
8 months

19 months
21 months
14 months
20 months

3 months
5 months
2 months

25 months
10 months

DECLINE IN S&P 500®

-83.4%
-21.0%
-10.2%
-15.0%
-22.3%
-15.6%
-29.3%
-42.6%
-14.1%
-16.9%
-29.5%
-14.7%
-15.4%
-44.7%
-16.2%



LONGER TIME FRAMES MAY
HELP WITHSTAND LOSSES

This is for illustrative purposes only and not indicative of any investment. Past performance is not a 
guarantee of future results. © 2007 Ibbotson Associates, Inc. Note: Stocks are not guaranteed and are more 
volatile than other asset classes. An investment cannot be made directly in an index. Source: Large Company Stocks 
ïStandard & Poorôs 500,® which is an unmanaged group of securities and considered to be representative of the 
stock market in general.

PERIODS WITH LOSS 28%

82 One-Year Periods

PERIODS WITH LOSS 13%

78 Five-Year Periods

PERIODS WITH GAIN 100%

68 Fifteen-Year Periods

UNDERSTANDING EQUITY MARKET VOLATILITY

TIME FRAME FROM 1926 TO 2007



MARKET TIMER EXAMPLE ï
ñSEEKS TO AVOID LOSSò

Goal:
> Avoid losses in equity accounts

Strategy:
> Look at 6-month returns in equities* 

at quarter end

If returns are:
> Negative, they transfer to Treasury bills
> Positive, they transfer back to equities

UNDERSTANDING EQUITY MARKET VOLATILITY

* Equities are represented by the Russell 3000 Index.



REMEMBERé

The price for potentially higher returns 
in the equity markets is volatility and 
periods of loss

Completely eliminating equity allocations 
eliminates potentially higher returns

Asset allocation is a good way to budget 
for volatility

UNDERSTANDING EQUITY MARKET VOLATILITY

There are inherent risks in investing in securities. Past performance is no guarantee of future results.



BEFORE DOING ANYTHING

Re-evaluate your financial goals
> Will portfolio adjustments compromise the 
rate of return youôll need to reach your goal?

Evaluate the tax implications of any changes 
you may be considering

Identify restrictions that may prohibit you from 
moving lump sums out of certain accounts

Consider the effects of expenses and fees

IMPORTANCE OF ASSET ALLOCATION AND DIVERSIFICATION

Rebalancing or diversification does not protect against loss or guarantee that an investor's 
goals or objectives will be met.



SILVER LINING IN A DOWNTURN OR 
RECESSION

Market downturns bring lower share prices

Consider:

> Dollar cost averaging*

> Systematic transfers

Compare expenses if you do make transfers

THE IMPORTANCE OF ASSET ALLOCATION AND DIVERSIFICATION

* Dollar cost averaging does not assure a profit or protect against a loss in declining markets. 
Because such a strategy involves periodic investment, you should consider your financial 
ability and willingness to continue purchases through periods of low price levels.



REALLOCATION AND 
REBALANCING 

Donôt confuse portfolio adjustments with 
market timing

Reallocation and Rebalancing are asset 
allocation strategies used to methodically 
restore your portfolio targets

IMPORTANCE OF ASSET ALLOCATION AND DIVERSIFICATION

Rebalancing does not protect against losses or guarantee that an investorôs goal will be met.



Making new contributions to accounts that are different 
from those you originally selected.

WHAT IS REALLOCATION?

IMPORTANCE OF ASSET ALLOCATION AND DIVERSIFICATION

NEW ALLOCATION*ORIGINAL ALLOCATION*

New Account
Premiums

20% Fixed
80% Equity

35% Fixed
65% Equity

* These are sample portfolios.



20% Fixed
80% Equity

35% Fixed
65% Equity

Adjusting the current assets in your portfolio to restore 
your original target

WHAT IS REBALANCING?

IMPORTANCE OF ASSET ALLOCATION AND DIVERSIFICATION

New Account
Premiums

Rebalance Your 
Accounts

* These are sample portfolios.

NEW ALLOCATION*ORIGINAL ALLOCATION*



STABILITY

LOOKING FOR OPPORTUNITIES IN A DOWNTURN

Our investment philosophy: 

>Continues to seek competitive returns over 
the long term

>Is well suited to a retirement plan that seeks 
to deliver lifetime income to individuals

TIAA-CREF has a history of financial strength 
and commitment to clients 

Annuity account options are available through contracts issued by TIAA or CREF. These contracts 

are designed for retirement or other long-term goals, and offer a variety of income options, 

including lifetime income. Payments from the variable annuity accounts are not guaranteed and will 

rise or fall based on investment performance. Mutual funds do not offer the range of income 

options available through annuities.



TIAAôS UNIQUE INVESTMENT 
ALTERNATIVES

TIAA Traditional 
> Guaranteed fixed annuity account backed by the claims-

paying ability of TIAA

TIAA Real Estate Account
> A variable annuity account

> Consistent long-term returns, with less volatility than 

many other asset classes

> Owns income-producing commercial real estate

> May give your retirement portfolio the diversification it 

needs during times of market volatility

LOOKING FOR OPPORTUNITIES IN A DOWNTURN

There are inherent risks in investing.  Past performance is no guarantee of future results.



TAKE ADVANTAGE OF HIGHER 
CONTRIBUTION* LIMITS

*Based upon your salary, you may contribute up to the maximum amount under each scenario represented by the different bars.

**You must be an employee of an eligible teaching institution, hospital, church, home health agency or health and welfare service agency to be 

eligible for these contribution limits.

2009 LIMITS FOR SALARY DEFERRAL RETIREMENT PLANS*

$22,000

$16,500

$19,500**

$4,000

$6,000

$8,000

$10,000

$12,000

$14,000

$16,000

$18,000

$20,000

$22,000

Most Employees Employees Age

50 and Older

Employees With 

15+ Years of Service

Employees Age 50 

and Older with 

15+ Years of Service

$25,000**

401(k) 

& 

403(b) 

Plans

401(k) 

& 

403(b) 

Plans

403(b) 

Plans 

Only

403(b) 

Plans 

Only

LOOKING FOR OPPORTUNITIES IN A DOWNTURN



TRADITIONAL AND ROTH IRAS ï
GREAT FOR ADDITIONAL 
RETIREMENT SAVINGS!

LOOKING FOR OPPORTUNITIES IN A DOWNTURN

* After 2008, indexing will be in $500 increments, subject to inflation.

**IRA contribution limits rise for deductible and nondeductible. Traditional and Roth IRAs.

YEAR

2008*

IRA**

$5,000

50+ CATCH UP

$1,000

TOTAL $ YEARLY

$6,000
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COMPARE EXPENSES

This chart assumes expenses are withdrawn from the account at year-end, based on year-end assets. It is 
presented for illustrative purposes only and does not reflect actual performance, deduction of taxes or predict future 
results of any TIAA-CREF account. Before committing money to an account, be sure to check its expenses. Refer 
to the prospectuses available at this seminar for current expenses. However, lower expenses do not mean higher 
returns. 

$10,000 INVESTED OVER 30 YEARS EARNING 6%

2.00% 1.50% 0.50%

Expenses

$31,330
$36,497

$49,416

LOOKING FOR OPPORTUNITIES IN A DOWNTURN



ADVICE AND GUIDANCE

Personalized Retirement Planning 
Report ensures that you are

Å Investing in the right funds
ðMix is still consistent with your 
plans and objectives

Å Saving enough

Å Considering other assets in the 
retirement mix

Å Beginning to plan for the 
distribution of retirement assets

GETTING STARTED



SUGGESTIONS FOR 
VOLATILE TIMES

Even in turbulent times, you can be well served 
by:

> Sticking with your investment game plan

> Diversifying your holdings across a variety 
of asset classes.

TIAA-CREF is here to help you with 
personalized, objective advice from non-
commissioned consultants.

GETTING STARTED

Diversification is a technique to help reduce risk. There is no absolute guarantee that 

diversification will protect against a loss of income.

Our Advisors receive no commissions. They are compensated through a salary-plus-

incentive program.



* These ratings of TIAA as an insurance company do not apply to the TIAA Real Estate Account or to CREF variable 
annuity accounts or mutual funds. Past performance is not a guarantee of future results.  

TOP RATED FINANCIAL STRENGTH

Reflecting our stability, soundness and overall financial 
strength, TIAA is one of just three U.S. insurance 
companies to receive the highest possible ratings from 
all four of the major ratings agencies: 

Aaa

Moodyôs 

Investors 

Service

(7/2008)

AAA A++ AAA

Standard 

& Poorôs 

(8/2008)

A.M. Best Co. 

(9/2008)

Fitch 

(8/2008)

GETTING STARTED



OUR FOCUS IS ON YOU, THE 
CUSTOMER

Strong mutual fund performance

Some of the industryôs lowest mutual fund 
expenses*

Personal, objective advice from non-
commissioned consultants

GETTING STARTED

*Morningstar Direct (February 2008) based on Morningstar expense comparisons by category.
This applies to our variable annuity and mutual fund expense ratios.



TAKE THE NEXT STEP

Call us at 800 842-2776

Visit us at tiaa-cref.org

LEGAL DISCLAIMER

This Power Point is for informational purposes only and the statements made during this 

presentation represent TIAA-CREF's interpretation of applicable law. It is presented with the 

understanding that TIAA-CREF (or its affiliates, distributors, employees, representatives and/or 

insurance agents) is not engaged in rendering legal or tax advice.

TIAA-CREF Individual & Institutional Services, LLC and Teachers Personal Investors Services, 
Inc., members FINRA/SIPC, distribute securities products. TIAA (Teachers Insurance and 
Annuity Association), New York, NY and TIAA-CREF Life Insurance Co., New York, NY issue 
insurance and annuities. TIAA-CREF Trust Company, FSB provides trust services. TIAA-CREF 
Tuition Financing, Inc. 529 College Savings Plans are offered through TFI.  Retirement Annuity 
(RA) contract form series 1000.24; Group Retirement Annuity (GRA) contract form series G-
1000.4, G-1000.5, Supplemental Retirement Annuity (SRA) contract form series 1200.8; Group 
Supplemental Retirement Annuity (GSRA) contract form series G1250.1, (GSRA's are not 
available in all states); IRA annuity contract form series 1280.2; Roth IRA annuity contract form 
series 1280.3.

© 2008 Teachers Insurance and Annuity Association ïCollege Retirement Equities Fund 
(TIAA-CREF), 730 Third Avenue, New York, NY 10017




