In this issue

State of Hawaii Deferred Compensation Plan

Plan News
No Guts, No Glory

SECOND QUARTER

The Financial Dynamic Duo:
Asset Allocation and
Diversification

2008

Retiree Corner
Recession Lesson
How to Enjoy Your Family
Vacation on a Budget

What a turnout!
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Over 1,300 employees turned out for the
Employees’ Benefits Fair held on May 29, 2008
at the outdoor courtyard of the Hawaii State
Art Museum in downtown Honolulu.

OFFICE HOURS

8 a.m. to 5 p.m. (HST)
PUBLIC PARKING

Wayne Chu, Board Member, and Michael Doto,
Senior Vice President, CitiStreet Advisor Service,
pose for a picture after spending the day talking
to Plan participants about the new investment
advice service coming to the Plan.

Along with the usual opportunities to attend Island
$avings Plan (“Plan”) workshops, speak face-to-face
with members of the Plan’s Board of Trustees, and
consult with representatives of the Plan’s various
investment funds and other employee benefits plans,
attendees got to meet representatives of the Plan’s
two new investment funds: the Victory Institutional
Diversified Stock Fund and Bernstein International
Value Collective Investment Trust, as well as, meet
representatives from the Plan’s new investment advisor
service, which will be available in the near future.

Expecting a
pay raise?

Coming soon!
Investment Advice

If you’re one of the many receiving
a pay increase this year, consider
using your raise as an opportunity
to increase your deferral amount
without feeling a pinch in your
pocketbook.

In the past, many participants have indicated
that they would like help in determining how
to invest their monies in the Plan.

Increasing your deferral amount by even
a small portion of your pay increase can
make a big difference in your savings for
a more secure retirement!
To increase your deferral amount, please
call 1-888-71-ALOHA (1-888-712-5642)
or visit the Plan’s website at
https://islandsavings.csplans.com.
If you would like to see exactly how an
increase in your deferral will affect your
take-home pay and/or possible savings,
please go to the Resource Center on
the Plan’s website and access the online
calculators.

As a result, the Plan has recently partnered with
CitiStreet Advisors, LLC (“CitiStreet Advisors”) to
bring you personalized, professional, and objective
investment advice.
Shortly, Plan participants will be receiving an
informational brochure and a Personal Evaluation
Statement on their investments in the Plan from
CitiStreet Advisors. This Statement will also include
information about the investment advice services that
can help you take better advantage of your retirement
plan benefits.
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Fund Updates
Effective July 1, 2008, the
third quarter rate for the
Stable Value Fund is 4.73%.
Still on the watch list:
• The Wells Fargo Large
Company Growth Fund
• INVESCO, the co-manager
of the Stable Value Fund

Remember!

You also have the option of investing in the Lifecycle Funds.
These pre-mixed investment options are made up of a combination of the Plan’s core
investment options. Each fund automatically adjusts its asset allocation over time,
becoming more conservative as it gets closer to its target retirement date. Simply
choose the one Lifecycle Fund that most closely matches the date you expect to
retire. This ready-mixed approach is designed to take the guesswork out of planning
for retirement!
888.71.ALOHA
https://islandsavings.csplans.com
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No Guts, No Glory
An Olympic pole vaulter uses strength and momentum with every attempt at soaring over the highest crossbar.
Retirement savings plan participants also have to be willing to assume some risk in seeking attractive returns over
the long term. They know they can’t have the reward without taking some risk.
Of course, most of us aren’t cut out to be gold
medalists. And you probably don’t want the
high anxiety that comes with aiming for the
highest possible investment return. However,
you have to be prepared to take some risk
when you invest in your retirement plan if
you want your money to grow enough to
vault over inflation’s bar.
In fact, the biggest risk for a long-term investor
may be to take no risk at all. That’s because if
an investment is unlikely to lose value it’s also
unlikely to gain value, and may not be able to
keep you ahead of inflation.
So, how do you aim for inflation-beating
growth in your retirement plan without taking
on more risk than you can tolerate? The key is
to consider investing in a diversified selection
of assets. Different kinds of stock funds, bond
funds, balanced funds, money-market and
stable value funds are subject to different
kinds of risk. Therefore, they tend to behave
differently under the same economic conditions.

With diversification, there’s a better chance
that at least one or two of your retirement plan
investments will be doing well, even if the
others aren’t. Also, the consistent returns of
some can offset the losses of another.

did you know?

Balancing different kinds of risk may still sound
kind of risky to you. But remember: you may
not be able to avoid risk completely in your
retirement savings plan and still expect to achieve
your goal of securing your financial future.

goes down.

Inflation is a continuing
rise in prices while
the value of money

?

The Financial Dynamic Duo —
Asset Allocation and Diversification
A time-tested strategy for managing risk
When you think of dynamic duos you may think of Batman and Robin, Abbott and Costello, or Laverne and Shirley.
But do you ever think about asset allocation and diversification? This duo just might be the most important one
for you to get to know as you plan for a successful retirement.
Asset allocation is the process of choosing
in which of the asset classes to invest (stocks,
bonds, and cash) and how much to invest in each.

the long term. The investments you select
should reflect your long-term goals, your ability
to tolerate risk, and your time horizon.

Diversification is when you spread your savings
across various types of investments (stocks, bonds
and cash) and in different types of investments
within those asset classes (large-cap, small/
mid-cap, international, and domestic funds).

When it comes to investing for retirement,
risk and reward go hand-in-hand. What many
people have learned is that if their time horizon
is longer, they are more comfortable taking
on more risk and investing more aggressively
since they have time to wait out the inevitable
fluctuations of the markets. But, if you’re nearing
retirement and have a shorter time horizon,
just the opposite might be true. Determining
your asset allocation mix and diversifying your
investments are important steps to take toward
reaching your financial goals.

By spreading out your investments, you avoid
the pitfall of having all of your investments
react to market changes the same way. The
idea is to combine different investment types
to create a portfolio that helps to lower your
risk and increase your chances of success over
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Recession Lesson

Recent surveys show that many
baby boomers plan to work after
retirement.

Q
A The government relies on a private group —
What is a recession?

the National Bureau of Economic Research
(NBER) — to make the official call on when
recessions start and when they end. NBER
defines a recession as a significant decline
in activity spread across the economy, lasting
more than a few months and marked by
widespread contractions in many sectors of
the economy. What NBER looks for are steep
declines in both factory production and jobs,
in consumer income, and in sales by wholesalers and retailers. If there are sharp declines
in all those indicators, the economy is most
likely in a recession.¹With substantial
declines visible in all those indicators, NBER
determined that the economy fell into the
first recession in 10 years in March 2001.²
The recession ended in November 2001.

The majority plan to work part-time —
some in new careers and others as
volunteers. What’s key is staying active and involved. The benefits can
be significant. Researchers have found that people who work at least a
few hours a week during their retirement years live healthier and longer
than those who don’t.
Here are some resources that may help you find your niche:
• SeniorCorps.org: The Corps taps the skills, talents and experience of
those over age 55 and connects them with the people and organizations
that need them most. Ninety-four percent of Corps volunteers
report that their service has improved their knowledge, health,
or social connectedness.
• Seniors4Hire.org: A job-search site that offers job seekers age 50 and
older access to jobs from businesses that actively recruit and hire older
workers and retirees.

Q How long does a recession typically last?
A There’s no such thing as a typical recession.

• RetirementJobs.com: A job-search site that brings together mature
workers with companies who seek them. You can also post your
resume online for companies to find you.

There have been 32 recessions since
economists first started tracking them
in 1854. The worst lasted 65 months, from
1873-79. The recession of 1980-81 lasted just
six months. The Great Depression involved
two recessions — one from August 1929 to
March 1933, and another from May 1937 to
June 1938. The average recession since 1854
has lasted 16.7 months — and since World
War II, the average has been 10.4 months.²

• RetiredBrains.com: A job-listing and resume-posting site for older
workers and retirees looking for jobs and volunteer opportunities.
• My Next Phase (www.mynextphase.com): This fee-based retirement
counseling firm provides a personality test as well as coaching,
seminars and Web-based programs to help retirees find their passions.
NOTE: If you’re thinking about re-employment, be sure to ask your employer if there are any policies or
restrictions to your retirement benefits if you continue working.

Q What are the signs that a recession is over?
A If NBER concludes that sharp declines in

Recession or not — Maintain
contribution consistency

factory production and jobs signal the
start of a recession, it figures that gains
in factory production and jobs indicate
that the recession has ended.
Since NBER also watches consumer incomes
and spending with wholesalers and retailers,
it also figures that gains in both are further
evidence that the recession is over. But
the easiest way to look over the economic
horizon is to follow the leading economic
indicators: A private economic group called
The Conference Board reports on 10 economic
indicators that typically react before the
overall economy does.³If the indicators
gain for three straight months, it’s a good
sign the recession is ending. One leading
indicator is stock prices, as measured by the
Standard & Poor’s 500 Stock Index. Once the
stock market stages a strong and sustained
rally that lasts more than a few weeks, it’s
likely the recession is about to end.

retiree corner

Finding Happiness
in Retirement

Stopping your additional contributions because
times may be tough right now could end up being
costly in the long run. Every day out of the market
is a missed opportunity that could impact your
chances of reaching your retirement goals. By
staying disciplined you have a better chance of
balancing investments made during periods of
rising prices with those made when prices are
lower. If history does repeat itself, the markets
will bounce back. In fact, this might be the time
to increase your contributions to accumulate more
shares during a time when prices are lower.
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Recession Dating Procedure, NBER, October 21, 2003
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U.S. Business Cycle Expansions and Contractions, NBER, November, 2003
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The Conference Board press release, October 20, 2003

Articles by SmartMoney and CitiStreet. Not intended to provide tax or investment advice.
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How to Enjoy Your Family Vacation on a Budget
The ideal family vacation meets at least three criteria:
It’s fun, it’s memorable — and it’s affordable.
A well-conceived vacation budget can put you on the road to achieving all these goals. “Every trip has
unexpected costs,” says Dorothy Jordan, editor of Family Travel Times, a magazine that helps parents identify
destinations and travel bargains suitable for families. “A little planning can help you keep those expenses
under control." Your budget needn’t be a very strict one. Instead, it should reflect a realistic compilation
of your family’s vacation wishes and the best way to balance those wishes with other financial priorities.

Begin before the beginning
A good vacation budget begins with a family
meeting. Have the meeting well before you
set out on your trip, and include all family
members who are old enough to express an
opinion. Let everyone talk about the type of
activities he or she would enjoy, and take
those wishes into account when you make
your vacation plans. The next step is to list
the types of expenses you’re likely to encounter,
including airfare, car rental, gas, hotels, food,
and recreation. Do some research to find out
the likely costs of each item, starting with
the most expensive ones. Guidebooks to a
particular area may help you to estimate some
expenses related to sightseeing and recreation.

Dig into the details
Be as precise as you can in your expense
categories so that you will end up with more
accurate estimates. Break food costs down
into breakfast, lunch, dinner, and snacks.
Some pursuits might require you to invest in
special clothing or equipment, which might
range from swimsuits to a camping stove.
Don’t forget to include costs you may incur
on the home front: anything from hiring a
pet sitter to paying someone to cut the grass
while you’re away.

Swap out, save more
Carefully consider how much you are willing
to spend and look for ways to stay within
those limits. For example, you might be able to
save significant sums if you fly during off-peak
times. You can trim a few days off your trip
to save on lodging and food or perhaps go
camping for a few nights. Also shop around
at different hotels in your destination city to
find less costly rooms.

Stick to your guns
(but still have fun)
You may be tempted to let your financial
guard down when you’re tired or the kids are
cranky. Stick to your spending itinerary. “If
your children are old enough, you can give
them a fixed amount for souvenirs,” suggests
Jordan. “That puts a clear limit on how much
the kids should spend on keepsakes.” Jot
down each day’s expenses and take note if you
exceed your budget in one or more categories.
Then take action: If restaurants are killing your
budget, look for opportunities to have picnic
lunches. Whether you are planning a luxurious
vacation or a modest one, your vacation budget
is an essential planning tool that can help you
avoid spending more than you can afford.
The result will be the relaxing and rewarding
vacation you’ve earned.

*

quarterly calendar
The New York Stock Exchange is closed
on the following day:

• Monday, September 1, 2008
Transactions made on this day will
be processed the following business day.
This newsletter is not intended to provide legal, tax, or investment advice. For such
advice, participants should contact their legal, tax, or investment advisors.
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