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The power to save 
If you’re like us, opening a financial statement 
and reading it over can make you feel 
powerless. Even as experienced investment 
professionals, when it comes to our own 
savings statements, we’re left with a sense  
of wonder. 

Markets go up, and markets go down. It’s 
completely out of our control. Yet, we  
care deeply about the result. What can we  
do about it? 

In this space, you’ve probably read many times 
the advice to do nothing. My portfolio is 
up—whoo hoo!—what do I do? Nothing. My 
portfolio is down—eek!—what do I do? 
Nothing. Doing nothing does something—it 
allows for what Vanguard founder John  

Bogle calls the “miracle of compounding.” That 
is, if you let the power of companies earning 
money and returning it to shareholders take its 
course, over time your savings should grow 
considerably. There are no guarantees, of course, 
but that has been the long history of markets, 
especially in the United States. 

Yet, this doing-something-by-doing-nothing 
approach still feels like doing nothing. This 
feeling might be best captured by the old 
saying, “Don’t just do something, stand there!”

Well, if you’re the type of person who likes to 
do something, we’ve got just the thing. The 
more you do this, the more your portfolio will 
grow. This empowering action is saving. And 
saving more.
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Stocks continued to rally in 2017’s first quarter. What’s 
changed so far this year is the leadership among stocks. 
Emerging-market stocks had the strongest return, bouncing 
back after losing ground in 2016’s fourth quarter, and the 
MSCI EAFE index of foreign developed-market stocks 
topped the S&P 500 too.
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As experienced investment professionals 
managing assets for clients like you, we make 
informed choices about how to best position 
your portfolio for whatever might come, and we 
try to take advantage of well-researched 
opportunities. We aim to act when we need to, 
and keep calm and carry on when we don’t.  
All the while, we are working hard to manage 
your portfolio the best we can.

Still, the results from our efforts are minimal 
compared to the results from yours. You have 
more power to reach your financial goals  
than we do. That’s because reaching financial 
goals is primarily about saving.

“Investors and advisors would do well to put 
more emphasis on savings and withdrawal 
strategies than on investment selection and 
asset allocation,” Hal Ratner, global head of 
research at Morningstar Investment Manage-
ment, wrote in a recent Morningstar magazine 
article titled, “Build Savings to Expand Wealth.” 

Ratner illustrated that saving—even over longer 
periods like 40 years—is a greater determi-
nant of investment growth than asset allocation. 
That’s especially true in shorter periods.

So, what does that mean to you, the investor? 
First, it means you should work with your 
advisor to develop financial goals if you haven’t 
already done so. Second, lean on saving  
more than on investing for near-term goals—that 
might be a wedding in three years, or a 
vacation house in five years. Invest conservatively, 
but save lavishly. Third, given low interest  
rates and high valuations on stocks, investment 
returns over the longer term might not be  
as fruitful as those seen in the past. Here again, 
saving more is the way to reach financial  
goals, even more distant ones like retirement, 
and to build in a greater likelihood of reaching 
those goals.

“To sum, the surest way to fund a financial  
goal is to contribute adequately,” Ratner writes. 

“Skilled asset allocation and investment 
selection will improve the outcome, but they 
are not the main drivers.”

We see this as a team effort, one in which we 
all want the same thing—for investors to 
reach their financial goals. Through our valuation- 
driven investment approach, commitment to 
lowering costs, and manager selection insights, 
we will look to do our part on the investment 
side. Your financial advisor will likely have many 
key roles to play, too. But arguably the most 
important is yours: saving more.

This is what we try to do with our own 
accounts: Worry less about the markets, which 
we can’t control, and concentrate on our 
budget, our financial goals, and how we can 
save more today.

Thank you for your consideration.

Opinions expressed are those of Morningstar Investment 
Management LLC and are as of December 31, 2016; 
such opinions are subject to change without notice.

Important Disclosures
The information, data, analyses and opinions presented 
herein do not constitute investment advice; are pro-
vided solely for informational purposes and therefore 
are not an offer to buy or sell a security. Diversification 
does not ensure a profit or protect against a loss in a 
declining market. Past performance is no guarantee 
of future results. Except as otherwise required by law, 
we shall not be responsible for any trading decisions, 
damages or other losses resulting from, or related to, 
the information, data, analyses or opinions or their 
use. Please consult with your financial advisor before 
making any investment decisions.

Morningstar® Managed PortfoliosSM are offered by the 
entities within Morningstar’s Investment Manage-
ment group, which includes subsidiaries of Morning-
star, Inc. that are authorized in the appropriate juris-
diction to provide consulting or advisory services in 
North America, Europe, Asia, Australia, and Africa. In 
the United States, Morningstar Managed Portfolios 
are offered by Morningstar Investment Services LLC 
or Morningstar Investment Management LLC, both reg-

istered investment advisers, as part of various advisory 
services offered on a discretionary or non-discretionary 
basis. Portfolio construction and on-going monitoring 
and maintenance of the portfolios within the program is 
provided on Morningstar Investment Services behalf by 
Morningstar Investment Management LLC.

Index Information
Individual index performance is provided as a reference 
only. Each index is unmanaged and is not available for 
direct investment. Since indexes and/or composition 
levels may change over time, actual return and risk 
characteristics may be higher or lower than those  
presented. Although index performance data is gath-
ered from reliable sources, we cannot guarantee its 
accuracy, completeness or reliability. Index data 
sources are as follows.
 
S&P 500 Index—An index of 500 stocks chosen for 
market size, liquidity and industry grouping, among 
other factors. The S&P 500 is designed to be a leading 
indicator of U.S. equities and is meant to reflect the 
risk/return characteristics of the large cap universe. 
The S&P 500 is a market value weighted index.

MSCI EAFE Index (Europe, Australasia, Far East)—A free 
float-adjusted market capitalization index designed to 
measure the equity market performance of developed 
markets, excluding the U.S. & Canada. 

Bloomberg Barclays U.S. Aggregate Index—A market val-
ue weighted performance benchmark for investment-
grade fixed-rate debt issues, including government, 
corporate, asset-backed, and mortgage-backed secu-
rities, with maturities of at least one year. 

MSCI Emerging Markets Index is a free float-adjusted 
market capitalization index that is designed to mea-
sure equity market performance of emerging markets.
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