THE POLITICS
of PLANNING
Maintaining Perspective in an Election Year
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NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE

A TIME for ELECTION
and REFLECTION
With the 2012 presidential election year well underway,
much of the nation’s focus is on politics—who is running for
office, and on what platform of ideas.
The word “politics” comes from the adjective “politic”—to
be shrewd or prudent in practical matters. So as the media
hypes all things politics, how can you remain politic in
planning for your financial future?
Maintaining perspective is essential. Take time to reflect
on your current resources and goals. Are you headed in the
right direction to achieve them?

“Having come so far, it is fitting that we
should pause to survey the ground which we have
covered and the path which lies ahead.”
President Franklin D. Roosevelt, 1936

★★★★★★★★★★★★★★★★★★★
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THE CYCLES OF INVEST
Market cycles and presidential elections are both
regularly occurring events. But is there a correlation
between the two?

THE RESULTS ARE IN…
The graph below illustrates the growth of the S&P 500
from 1925 to 2011. During election years, the index’s
performance has varied widely—with annual returns

as high as 43.6% and as low as -37%—but election
year returns are generally as good as any other.

ELECTION YEARS: THINK POSITIVE
In fact, the average return during the last 21
presidential election years is 11.0%, very close to
the 11.8% average return of all years between 1925
and 2011. The S&P 500 average annual return was

GROWTH OF $100 IN S&P 500
12/31/25—12/31/11
Election Year
Republican in White House
Democrat in White House

$
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12/31/25
Annual S&P 500
Returns in
Election Years
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1928

1932

1936

1940

33.9%

43.6%
-8.2%

-9.8%

1944

1948

1952

1956

1960

1964

1968

19.8%

5.5%

18.4%

6.6%

0.5%

16.5%

11.1%

TMENTS & ELECTIONS
negative in only four election years—in two, a
Democrat was in office; in two, a Republican was.
In those four election years, two presidential races
included an incumbent, while two didn’t. While there
seems to be no direct correlation between market
cycles and presidential elections, the past longterm trend is clear: onward and upward.
$

304

,522

“Since 1925, the S&P 500
average annual return was
negative in only
four of 21 election years.”

1972

1976

1980

1984

1988

1992

1996

19.0%

23.9%

32.5%

6.3%

16.6%

7.6%

23.0%

2000

INDEX PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.

2008 12/31/11

10.9%
-9.1%

The S&P 500 Index is a composite of the largest 500 companies in the United States.

2004

-37.0%

Average
Election
Year Return:
11.0%

The index is unmanaged and unavailable for direct investment. Assumes reinvestment
of capital gains and dividends and no taxes. Data source: Morningstar Direct, 12/11
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CHANGE IS CONSTANT,
Change has been a regular theme in presidential
politics. Typically, new candidates proclaim the need
for change, while incumbents claim they’ve
accomplished it.

THE ONLY THING WE HAVE TO FEAR…
The fear of sweeping political change, and its
potential effects on markets, may cause investors
to alter or abandon their financial plans. Making
investment decisions based on fear is usually a bad
idea, with long-term implications.

MOST BILLS NEVER BECOME LAW
Remember that the president does not create laws.
Congress—with its 535 members—does. Congress
generates thousands of bills each year, but less than 5%
become law. Bills that do become laws often take years
to be fully implemented. As you’ll see below, the
markets keep moving as these changes take effect.
Not all change is slow to happen, however—which is
why it’s important to stay in frequent contact with a
trusted financial advisor.

LEGISLATIVE TIMELINE (12/31/25—12/31/11)
Republican Control

Topic Publicly Discussed

Democratic Control

Law Passed

Split-Party

Law Fully Implemented

Pension Reform (ERISA)
3/31/62: $1,000

Medicare
Initial Investment
6/30/34: $1,000

White
House
Congress

1925

1930

1935

1940

1945

1950

1955

1960

EACH BLACK LINE REPRESENTS THE GROWTH OF $1,000 in the S&P 500 from when the idea
was first discussed publicly to the end of the month in which the law was fully implemented.
THE TOP COLORED BAR ILLUSTRATES WHICH POLITICAL PARTY held the White House; the
bottom shows who held a majority in Congress.

INDEX PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.
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The S&P 500 Index is a composite of the largest 500 companies in the United States. The index is unmanaged and unavailable for direct investment.
Assumes reinvestment of capital gains and dividends and no taxes. Data source: Morningstar Direct, 12/11
Source for majority party: Senate.gov, House.gov, Whitehouse.gov

1965

BUT OFTEN GRADUAL
HAVE RELATIONS CHANGED
BETWEEN PRESIDENTS AND
CONGRESS?
“Creative differences” between
presidents and Congress existed
long before modern-day politics.

TREASURY

Rumor has it that President Andrew
Jackson picked the location of
the Treasury Department to block
any view of the Capitol Building
from the White House, just 1.2
miles away.

CAPITOL
WHITE HOUSE

12/31/11:* $1,249
Tax Cuts 2001 (EGTRRA)
2/28/01: $1,000

12/31/74: $1,506

Ending Value
7/31/65: $40,087

1970

10/31/86:
$2,418

Tax Reform ‘86
2/28/81: $1,000

1975

1980

Medicare

Government-sponsored health insurance for those over age
65 or those with chronic disabilities or diseases. Initially
discussed by President F.D. Roosevelt in the mid-1930s, it
was signed into law by President L.B. Johnson in 1965.
Pension Reform (ERISA)

Set minimum standards for most private industry pension
and health plans. President Kennedy formed the
Presidential Committee on Corporate Pension Funds in
March 1962, and the topic received national attention after
Studebaker experienced pension problems in 1963. It
wasn’t until 1974 that ERISA was signed into law.

1985

Tax Relief ‘97
2/28/97:
$1,000

1990

1995

‘ 86 Tax Reform (TRA 1986)

Simplified the Internal Revenue Code. Initially discussed by
President Reagan in a February 1981 message to Congress;
legislation for tax code simplification arrived in 1982. It wasn’t
until 1986 that the Tax Reform Act was signed into law.
‘ 97 Tax Relief
(Taxpayer Relief Act of 1997)

A tax-reduction act that was introduced and signed into
law in 1997. Under the law, full implementation of IRA
income-limit increases did not occur until 2007.

12/31/07: $2,211

2000

2005

2010

2012

Tax Cuts 2001 (EGTRRA)

The Economic Growth and Tax Relief Reconciliation Act of
2001 lowered tax rates, made changes to retirement plans,
and increased the estate tax and generation-skipping
transfer tax exemption amounts. In 2010, the estate tax
was temporarily reduced to 0%.
*The Tax Relief Act of 2010 extended some of the temporary
tax provisions in EGTRRA through 2012.
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THE WHITE HOUSE &
PRESIDENTIAL
PLATFORMS

YOUR
PRIORITIES

THE NEXT 4 YEARS

THE NEXT 40 YEARS

We all expect presidential candidates to
discuss certain issues. Their positions on
these issues create the platform on which
they run. Topics range from domestic to
international concerns, and the candidates’
views often determine how people vote.

Presidential candidates have a four-year vision.
We the people, on the other hand, may need
to plan for the next 40-plus years. You’ll need
to address other economic factors that have a
long-term impact on your pocketbook and
your planning.

This year, the economy is sure to be front and
center, with our next president needing to
quickly address issues such as unemployment,
housing, and the growing federal deficit.

Let’s look at some of the more important ones,
and what’s changed with them since our nation’s
last big birthday, the bicentennial.

1

CPI-U is a measure that examines the weighted average of prices of a basket of
consumer goods and services for all urban consumers.

2

Bureau of Labor Statistics, Consumer Price Index, 2011

3

In 2011, the federal funds target rate was 0—0.25%. Federal Reserve Board, 2011

4

The S&P 500 Index is a composite of the largest 500 companies in the United
States. The index is unmanaged and unavailable for direct investment. Data
source: Morningstar Direct, 12/11

5

www.taxfoundation.org, federal ordinary income tax rates 1913-2011
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YOUR HOUSE
INFLATION
As investors, we need to ensure that we grow our money over time to
help maintain our standard of living as costs increase.

Consumer Price Index2
5.8%

The Federal Reserve Board monitors and attempts to regulate inflation. In 2009,
annual CPI-U 1 was -0.4%, the first negative year since 1955. Since then, annual
CPI-U has increased, jumping to 1.6% in 2010 and 3.2% in 2011.

3.2%
1976

INTEREST RATES
The currently low-interest-rate environment means that your fixed income
investments may not be yielding enough to keep pace with inflation.

Fed Funds Rate3

4.17%

The federal funds rate, influenced by the Federal Reserve, affects short-term
interest rates. Regardless of who wins the election, the Federal Reserve has
announced that it expects to keep the federal funds rate near zero, possibly into 2014.

.07%
1976

MARKET VOLATILITY
Recent stock market volatility has sent many investors fleeing to the
sidelines. However, corporate profits have remained strong, and
dividends from high-quality companies may provide a cushion against market
fluctuations. Over time, the stock market has remained the most effective hedge
against inflation.

TAXES
As the saying goes, it’s not what you make—it’s what you keep.
Compared to tax rates in 1976, our current tax rates are quite low,
but tax increases are always a concern.
Tax diversification—owning a variety of assets that are taxable, tax-deferred,
and tax-free—allows you more flexibility to choose which assets to draw from,
and when.

2011

2011

S&P 5004
1258

107
1976

2011

Top Income Tax Rate5

70%
35%
1976

2011

THE DECIDING FACTOR: YOU
As you can see, things can change dramatically over longer time periods. Presidential policies may affect these
variables, but the most important financial decisions for your family aren’t made at the White House—they’re
made at your house. Can your current financial plan weather these ever-present and always-changing factors?
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THE POLITICS
of PLANNING
Now let’s look at your goals for your LIFE and your LEGACY.
This election year is a great time to reflect on where you are, where
you want to go, and the resources you have to get you there.
Proper planning is the key. Be politic in your planning, balancing
short-term needs and long-term aspirations. Here’s what to think
about as you consider your “personal economic plan.”
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RETIREMENT SAVINGS

LONGER LIFE

“Opportunities for all Americans will increase
if we…provide for equitable treatment in pension
benefits and Individual Retirement Accounts.”

“…I am concerned about the integrity of our
Social Security Trust Fund that enables people…
to count on this source of retirement income.”

President Ronald Reagan, 1984

President Gerald R. Ford, 1976

YOUR

LIFE

Previously, employers often provided
defined benefit pension plans to
employees. The graph below
shows the percentage of privatesector employees covered by these
plans in the past, compared to today.

Life expectancy in the United States is on a
continual upward trend. The graph below shows
the increase in life expectancy at birth since 1976.

Average Life Expectancy at Birth3

Percentage of Workers with Pensions*1

78.3 yrs.

72.9 yrs.

84%

1976

2010

33%
1979

2008

In 2011, Americans’ confidence in their ability to
afford a comfortable retirement was at a 21-year
low.2 This may be in part due to the decline of this
assured income source.
As companies continue to freeze or terminate
these plans, Americans will need to consider other
ways to save for retirement and to generate
income that will last for a lifetime.

* Of private-sector participants who have a company retirement plan
“FAQs About Benefits—Retirement Issues,” Employee Benefit Research
Institute, 2010
2
EBRI Retirement Confidence Survey, 2011
3
U.S. Census Mortality Table, 2008
4
2008 Valuation Basic Table, Select and Ultimate Non Smoker
1

If you like the excitement of presidential
elections, the good news is that you may live to
see many more of them! Increased longevity
means more time to enjoy life; however, it also
means a longer retirement that you need to
properly plan and fund.

38% ofMEN
50% ofWOMEN
4

age 65
WILL LIVE TO AGE

90

★★★★★★★★★★★★★★★★★★★
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HEALTHCARE
“I urge upon the Congress early
consideration of…legislation enacting a
health and medical care program.”
President Harry S. Truman, 1946

Healthcare costs have grown substantially over
time. As we age, these expenses may increase even
further. Roughly 9 million Americans over age 65
will need chronic illness care. By 2020, it may be
more than 12 million.1
U.S. Cost of Healthcare per Capita2

R

YOU

Y
C
A
L EG
COLLEGE SAVINGS
“Our progress as a nation can be no swifter
than our progress in education. The human mind
is our fundamental resource.”
President John F. Kennedy, 1961

$7,960

$685
1976

2009

Chronic illnesses are not isolated to older individuals,
however. Forty percent of those receiving chronic
illness care today are between ages 18 and 64.1
You should also consider assisted living costs, as
Medicare doesn’t cover much of this expense.
Average elder care costs:3
• Home health aide: $20.65 per hour

The current state of the job market has highlighted
the significance of a college degree. According to
the Bureau of Labor Statistics, the unemployment
rate for individuals over 25 varies based on the
highest level of education completed:4
• No high school diploma—13.8%
• High school diploma, no college—8.7%
• A bachelor’s degree and higher—4.1%

Cost of College per Year 5

4-Year Public
4-Year Private

$38,590

• Private/single-occupancy room in assisted
living facility: $3,372 per month
• Double-occupancy room in assisted living
facility: $2,592 per month

$1,936

$3,977

1976

$17,130

2011

If college is more important than ever, it’s also
more expensive. The average rate of college cost
increases over the last decade was 5.6%, so it’s
important to start saving early and efficiently for
this goal.6
11
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A president will often lend a voice to those who cannot speak
for themselves, whether that’s the generations of tomorrow or those most
in need today. To provide them help while creating a lasting legacy,
address the following:

CHARITABLE GIVING

ESTATE PLANNING

“But we should do more to help Americans help
each other...we should support Americans who tithe
and contribute to charities…”

“…to build a safer and far
better world for our children and our
children’s children.”

President William J. Clinton, 2000

President Ronald Reagan, 1984

In 2010, Americans gave more than $290 billion
to charity.7 These gifts have helped meet some of
today’s most pressing social needs, and may also
have taught a valuable lesson. According to a
recent study, parental behavior was found to be
more influential than any other factor on the
generosity of today’s younger Americans.8

If Americans are now facing higher costs over
longer lives with less assured income, this trend
may only worsen for younger generations. Consider
helping give your children and grandchildren a
more secure financial future, and ensure that your
assets are passed in the most tax-efficient manner.

CHOOSE HOW IT’S USED

While planning for a longer life is important, there
is also the risk that life ends too soon. With proper
preparation, you can help ensure your family
members will not be financially burdened by your
passing, and that unnecessary family conflicts
over finances can be avoided.

The government decides how to spend our tax
dollars to benefit the public. If you would rather
make your own decision about whom to help,
consider charitable planned giving as part of your
financial goals. Your social capital will go to
your chosen causes, and may help to lower your
tax bill.

A PIECE OF PAPER = PEACE OF MIND?

According to a national survey:9
• Only 35% of Americans have a will
• Just 18% have a trust in place

A well-rounded plan addresses multiple personal and family financial goals, but prioritizing them can
be a challenge. Our enclosed ballot can help your financial advisor understand your concerns.

1

2
3
4

U.S. Department of Health and Human Services: National Clearinghouse for Long-term
Care Information, 2010
OECD Health Data, 2011—Frequently Requested Data File
Long Term Care Group, Inc. “Cost of Long-Term Care Study” 2011 (Northwestern Mutual)
Bureau of Labor Statistics, “The Employment Situation” 2011

5

6
7
8
9

Trends in College Pricing, 2006 & 2011. Figures include one year of college tuition,
room, and board expenses.
College Trends Highlights, 2011
Giving USA Foundation and the Center on Philanthropy at Indiana University, 2011
Grey Matter Research & Consulting, Heart of the Donor Study, 2011
Harris Interactive, 2010
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STAY IN THE RACE
Each candidate running against an
incumbent has to point out the things that
aren’t working for the nation, and how he
or she would address them.

The orange bar shows that same $100
investment, but instead the investor
remained fully invested during all years.
By 2011, this investment would have grown
to more than $304,000.

THE ALLURE OF THE SIDELINES
Given the constant media attention on
these negatives, average investors may just
stay out of the fray altogether—and move
to (or stay on) the sidelines while the nation
chooses its next leader. But at what cost?

Growth of $100 Invested in S&P 500
12/31/25-12/31/11

$304,522

The green bar shows what would have
happened if an investor had invested $100
in the S&P 500 in 1925, and had moved
assets out of the market during presidential
election years. By 2011, that $100 investment
would have grown to about $94,000.

$94,113
Fully Invested, but
Fully Invested
Moved to Cash during
Election Years1

WHICH YEAR OF A PRESIDENT’S TERM IS BEST FOR INVESTING?
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If there’s a cost to missing election years, is there another year of a presidential term that’s
better or worse for the markets? Given these rankings of each year of an administration from
best to worst, it doesn’t seem so.2

Best
Year

Worst
Year
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Cash is represented by 30-day U.S. Treasuries.

2

Year “1” is the first year of the president’s term, which is the year
following the election. The rankings (best year to worst year) are based
on the S&P 500 annual returns. Data source: Morningstar Direct, 12/11

INDEX PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.
The S&P 500 Index is a composite of the largest 500 companies in the
United States. The index is unmanaged and unavailable for direct
investment. Assumes reinvestment of capital gains and dividends and
no taxes. Data source: Morningstar Direct, 12/11
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CREATE YOUR
PERSONAL
INVESTMENT
PLATFORM

ALS ★

YOUR
P
RESOU

Now, no serious political candidate would raise
economic issues without suggesting potential
fixes. But while a candidate has to propose ideas
to help the general public, your financial concerns
are anything but general. It’s time to create your
personal investment platform. Here’s how:

LAN

RCES

MAINTAIN A LONG-TERM PERSPECTIVE
Presidential candidates have a four-year vision,
while we may require a 40-plus-year view. Making
small changes now can make a major impact over
the long term.

FOCUS ON THE FUNDAMENTALS

SEEK A TRUSTED ADVISOR

Some financial planning principles never go out
of style. Remember to diversify, rebalance, and
own quality investments you understand from
financial service companies whose name you know
and trust.

Even a president relies on informed advisors.
A financial advisor can be a guide and effective
sounding board. Ask questions and learn your
alternatives before making decisions.

HAVE A STRATEGY SESSION
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★
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Every candidate employs a strategy. Are your
sights set on the right goals and over the right
timeframe? Work with your financial advisor to
create your personalized strategic plan.
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CAST YOUR BALLOT
Take action & let your voice be heard
CHECK YOUR MARKET CONCERNS

❏
❏
❏
❏
❏

Inflation
Interest Rates
Market Volatility
Taxes
Other:________________________________________

RATE YOUR PRIORITIES FROM 1—6
The following are issues that may be important to
achieving your and your family’s long-term financial
goals. Prioritize your concerns about the following,
from 1 (most important) to 6 (least important).

____
____
____
____
____
____

Retirement Savings
Longer Life
Healthcare
College Savings
Charitable Giving
Estate Planning

YOU
R

LIFE
R

U
YO

C
L EG A

Y

Your opinions matter. Please answer
the questions below.
RETIREMENT SAVINGS
❏

❏

Y

N

❏

❏

Y

N

Have you taken steps to calculate how
much you may need for retirement?
Are you interested in additional ways to
save for retirement?

____________________________________________________

LONGER LIFE
❏

❏

Y

N

❏

❏

Y

N

Are you concerned about outliving your
retirement assets?
Do you have a financial plan that considers
a 90-year or longer life expectancy?

____________________________________________________
( Continued on back )

HEALTHCARE
❏

❏

Y

N

❏

❏

Y

N

Are you concerned about retirement
healthcare costs?
Do you have a financial plan that addresses
the costs of chronic care?

____________________________________________________

COLLEGE SAVINGS
❏

❏

Y

N

❏

❏

Y

N

Are you concerned about how to pay for
your children’s and/or grandchildren’s
college education?
Would you be interested in a taxadvantaged way to save for this goal?

____________________________________________________

CHARITABLE GIVING
❏

❏

Y

N

❏

❏

Y

N

Do you have specific goals about how much
you want to give to charity?
Are you interested in more effective ways
to give?

____________________________________________________

ESTATE PLANNING
❏

❏

Y

N

❏

❏

Y

N

Do you have a will and other basic planning
documents in place?
Have you done a beneficiary review in the
last three years?

____________________________________________________

PLEASE CONTACT ME TO DISCUSS MY GOALS:

Name

Phone

Email

PROTECTING INDIVIDUALS & FAMILIES SINCE 1810
We were there for Chicago after the Great Fire. For the construction of
the Hoover Dam. For the first meeting of the United Nations. For the
turning of two centuries. And while we’re proud of our historic past, even
more important is the future we’re helping to create. A future in which
we strive to help provide greater security, prosperity, and superior
solutions for our clients. Because what’s most important to us is not the
history we’ve achieved, but the history we plan to continue to make.

The Hartford Financial Services Group Inc.
(NYSE: HIG) is a leading provider of insurance
and wealth management services for millions
of consumers and businesses worldwide.
The Hartford is consistently recognized for

its superior service, its sustainability
efforts and as one of the world’s most
ethical companies.
More information on the company and
its financial performance is available at
www.thehartford.com.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.
This information is written in connection with the promotion or marketing of the matter(s) addressed in this material. The information cannot be used or relied
upon for the purpose of avoiding IRS penalties. These materials are not intended to provide tax, accounting or legal advice. As with all matters of a tax or legal
nature, you should consult your own tax or legal counsel for advice.
“The Hartford” is The Hartford Financial Services Group Inc. and its subsidiaries, including the issuing companies of Hartford Life Insurance Company and Hartford
Life and Annuity Insurance Company. This brochure does not represent an endorsement by The Hartford of any particular political party and/or candidate.
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