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Markets Recap
Foreign stocks charged upwards in May,
as Euro (4.8% in May, 17.8% YTD) and
EM (1.2% in May, 13.7% YTD) led the
way. Commodities still lag, dropping 1.3 in
May and 5.1% YTD.

max, commit through thick and thin to an
aggressive asset allocation and retire a
millionaire at age 70. Not bad. Figure 1
shows projected market values as a
function of time and asset allocation. The
compound rates of return and the asset
allocation targets for Risk Levels 2 through
12 are shown in Figure 2.
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The projections in Figure 1 use real
returns. Historic returns are converted to
real returns by subtracting the historic
rate of inflation. The projected values are
therefore expressed in terms of today’s
dollars. For more information, refer to
Cape Ann Capital’s Asset Allocation Booklet.

Figure 1 makes it clear that time and risk

Who Wants to be a Millionaire?
We all do. But, winning the popular
game show is a long shot at best.

Fear not. There is another way. It is
actually quite simple. Just max out your
IRA contributions every year. But, you
have to start early and invest in an
aggressive asset allocation target.

Anyone who has at least $5,500 per
year in earned income can invest $5,500
per year in an IRA account. Those 50 or
older can bump this to $6,500 per year.
If you start funding your IRA at age 30
and invest your money under the
mattress, you will be a millionaire in 156
years. You can cut this down to 40 years
by investing in a diversified portfolio
with 86% allocated to stocks and
commodities with the remaining 14%
allocated to US bonds.

Open an IRA at age 30, fund it to the
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are equally important to achieving a
$1,000,000 goal with a modest savings
program. Delaying the start by ten
years, so that the IRA is funded and
invested for thirty years instead of
forty, cuts the projected market value
for a RL 12 asset allocation target from
$999,653 to $499,894. Similarly,
investing over forty years but cutting
the risk target from RL12 to RL 4 cuts
the projected market value to $523,078.

An investment growing at 6.21% per year 
(the projected rate for RL 12) doubles every

11.5 years. One growing at 3.55% (the 
projected rate for RL 4) doubles every 
twenty years. Every basis point counts. In 
these projections the extra 2.66% of return 
is worth $476,575 at the end of forty years.

The performance of each asset class 
(except commodities) is measured using 
Vanguard Index Funds. Commodities are 
measured using the Bloomberg 
Commodity Index. These projections 
include the internal expenses of each 
Vanguard index fund, and assume a “do-
it-yourself” approach, and therefore do 
not include an investment advisor fee. If 
you hire an advisor, these projections 
should be the benchmark against which 
you evaluate the advisor, net of their fee.

Figure 1: IRA Projections. Projected market values for seven alternative IRA strategies each funded year-
by-year to the allowed maximum. Compound rates of return and asset allocation targets for RL 2 through
RL 12 are shown in Figure 2.

“Compound interest is the eighth
wonder of the world.  He who 

understands it, earns it…he who 
doesn’t…pays it” –Albert Einstein

Figure 2: Annual Returns and Risk for Asset Allocation Targets. Returns for six of Cape Ann Capital’s
suggested asset allocation targets measured over 47 years from January 1970 through December 2016.
The number in the name of each target refers to its volatility. RL 12 is three times more volatile than RL 4.
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