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“The AAII Way” is a new project to help 
you create a comprehensive and 
personalized plan for investing.

It will help you to become a more 
effective manager of your own assets.



The Five-Step Process

www.AAII.com

Source: “A Process for Creating Your Own Wealth Plan,” AAII Journal, June 2020.



What Does It Encompass?

• A series of worksheets unveiled at 
www.aaii.com/AAIIWay

• Commentaries in the weekly AAII Investor 
Update

• Revised versions of the worksheets in the 
AAII Journal

• Longer-term: Integrated into AAII.com 
and potentially a new book

https://www.aaii.com/AAIIWay


AAII Way Introduction

www.AAII.com

July 1, 2020: https://www.aaii.com/webinars or https://youtu.be/DRaGbFpQWjc

https://www.aaii.com/webinars

https://www.aaii.com/webinars
https://youtu.be/DRaGbFpQWjc
https://www.aaii.com/webinars


Let’s talk about asset allocation.

Asset allocation is a function of your 
goals and your tolerance for risk. 



Existing AAII 
Asset Allocation Models

www.AAII.com

https://www.aaii.com/asset-allocation

https://www.aaii.com/asset-allocation


Revised Moderate
Asset Allocation Model

www.AAII.com

Source: “The Changes Being Made to AAII’s Asset Allocation Models,” September 2020 AAII Journal.

Original Revised



Why 60/40?

• It is a well-established allocation 
benchmark

• A variety of models and strategies center 
around it, including the Vanguard 
Wellington fund which was started in 1929

• Easy to follow

• Has historically worked well with the 4% 
rule, even at 40-year timespans



Impact on Returns for 
Moderate Allocation Model

www.AAII.com

Returns for 2000–2019; indexes used for calculations.

Current 
Model

Revised 
Model

Annualized Returns 
(20 years) 6.6% 6.1%

Standard Deviation 12.4% 10.1%

Lowest Return (23.8%) (18.6%)

Highest Return 26.8% 22.5%



Bonds: 1940–1959

• Only 20-year period since 1929 where 
annual bond returns mostly stayed below 
3%

• 13 calendar years when intermediate-term 
government bonds returned less than 2%

• 60/40 portfolio realized a 9.9% annualized 
gain because of the stock portion



The Bond Allocation

• Our model uses intermediate- and short-
term bonds, not long-term bonds

• You can ladder bonds or defined-maturity 
bond funds

• If nervous about interest rates, you could 
ladder certificates of deposit (CDs) instead

• Bond allocation reduces volatility

• Focus on investment-grade bonds; can 
use Treasury, corporate or municipal



Revised Conservative
Asset Allocation Model

www.AAII.com

Source: “The Changes Being Made to AAII’s Asset Allocation Models,” September 2020 AAII Journal.

Original Revised



Impact on Returns for 
Conservative Allocation Model

www.AAII.com

Returns for 2000–2019; indexes used for calculations.

Current 
Model

Revised 
Model

Annualized Returns 
(20 years) 5.9% 5.3%

Standard Deviation 7.9% 6.1%

Lowest Return (13.2%) (9.5%)

Highest Return 18.4% 14.4%



No Change to Aggressive
Asset Allocation Model

www.AAII.com

Source: “The Changes Being Made to AAII’s Asset Allocation Models,” September 2020 AAII Journal.

Original Model Revised Model



The AAII Way Worksheets



Identify and Prioritize Goals

www.AAII.com

Source: “Defining Your Investing Goals,” AAII Journal, July 2020.



Define Tolerance for Risk

www.AAII.com



Select Asset Allocation

www.AAII.com



Determine How Your Portfolio 
Will Be Managed

www.AAII.com



List All of Your Accounts

www.AAII.com



Track Your Expenses

www.AAII.com



Write Down Portfolio 
Composition and Rules

www.AAII.com



Prototypes of Forthcoming Worksheets



Write Down 
Withdrawal Strategy



Don’t Forget Estate Planning



Create a Systematic 
Portfolio Review Process



Changes in Stage of Life



Putting It All Together



See everything we’re creating for 

The AAII Way at:

https://www.aaii.com/AAIIWay

https://www.aaii.com/AAIIWay
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Upcoming 
Webinars

Register at 
http://www.aaii.com/webinars

Larry Swedroe on What to Do When an Investment Strategy 
Performs Poorly
Wednesday, September 2, 2020, 7:30 p.m. CDT

Jack Vogel on Quantitative Momentum: A Systematic Process to 
Identify High Momentum Stocks
Wednesday, September 9, 2020, 7:30 p.m. CDT

Wayne Thorp on Investing Like a Stock Superstar: A 
Fundamental and Technical Approach to Seeking Growth Stocks
Wednesday, September 16, 2020, 7:30 p.m. CDT

http://www.aaii.com/webinars

