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Avoid These 401(k) and IRA Mistakes

W
hen it comes to saving for 
retirement, many people 
take a set it and forget it 

approach. But not paying attention 
to your 401(k) and IRA accounts 
could cause you to miss valuable 
savings opportunities. Avoid these 
seven mistakes:  

4Not contributing enough to 
get your full employer match. 

If your employer matches your con-
tributions to your 401(k) plan, you 
should try to stretch enough to at 
least meet their maximum match 
amount. Otherwise, you are essen-

tially leaving money on the table. 

4Neglecting to maximize your 
contributions. With so many 

immediate financial needs, invest-
ing for a long-term goal like retire-
ment can be hard to prioritize. 
While you may not be able save up 
to your 401(k) contribution limits 
(for most people, that’s $19,000 in 
2019 plus an additional $6,000 
catch-up contribution for those over 
age 50), you should save as much 
as you are able. If there’s any extra 
room in your budget or expenses, 
consider dedicating that money to 

Reviewing Legal Documents

W hether this is your first, second, or subsequent marriage, take a look at 
major legal documents to see if changes are needed.  Even if you’ve 

been married for a while, review these documents. 

4 Estate-planning documents — If this is your first marriage, you may not 
even have estate-planning documents.  For those entering a subsequent 

marriage, thoroughly review your estate-planning documents.  Review your 
estate-planning documents every couple of years. 

4Asset ownership — Review how assets are titled to ensure they are con-
sistent with your goals.  If assets are owned jointly with rights of sur-

vivorship, that will take precedence over estate-planning documents.    

4Assets with beneficiaries — These assets would include life insurance 
policies, retirement plans, and individual retirement accounts (IRAs).  

For assets with named beneficiaries, these designations will take precedence 
over estate-planning documents. 

4Business arrangements — If you are a partial owner of a business, 
review any agreements dealing with what happens to the business if 

you die or sell your interest.     mmm
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retirement. Or when you receive 
your annual raise, allocate it to your 
401(k) savings. 

4Playing it too safe by invest-
ing in an overly conservative 

way. It can be scary to take chances 
with your hard-earned cash, but if 
you only choose safe investments 
like cash or CDs, you run the risk of 
inflation outpacing the low returns 
and thus being worth less over 
time. 

4Not reviewing your invest-
ment allocation regularly. 

Your asset allocations will 
inevitably need to change as you 
age, as the risk you’re willing to tol-
erate in your twenties will likely not 
be the same as your fifties. This 
means you should review your 
portfolio at least on an annual basis. 
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4Not taking advantage of catch-
up contribution options. The 

closer you get to retirement, the 
more you may regret not maximiz-
ing contributions in the past. Fortu-
nately, once you turn 50 years old, 
you have the chance to catch up a 
bit and your maximum annual con-
tributions go up another $6,000 for a 
401(k) and another $1,000 for your 
IRA. 

4Forgetting about old retire-
ment accounts. If you’ve 

changed jobs, there is a chance that 
you left an old 401(k) plan with 
your former employer’s plan 
provider. Of course, the money is 
still yours, but it may not be doing 
as much for you as it could if you 
rolled it into an account you are 
actively managing now. 

4Taking too much of a do-it-
yourself approach. Managing 

your own retirement planning can 
be confusing if you do not have the 
knowledge and skills to make the 
best choices. Seeking the help or 
guidance of a finance professional 
can remove the doubt and emotion 
from your investment decisions and 
ensure you are on track for retire-
ment. 

Those seemingly simple mis-
takes can jeopardize your retire-
ment. Please call if you’d like to  
discuss this in more detail.     mmm
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Reevaluate Your Life Insurance  

at Retirement

A
 s retirement age approach-
es, reassess your life insur-
ance policies to see if your 

needs have changed.  With your 
children on their own and no 
earned income to replace, you 
may no longer need a large life 
insurance policy.  Especially if 
your insurance premiums are 
high, you may be tempted to can-
cel the policy, take the cash sur-
render value, and enjoy retire-
ment.  Before doing that, however, 
make sure there aren’t other uses 
for your life insurance policy, such 
as: 

4To leave a legacy to heirs — 
Even if the money isn’t need-

ed for your children’s support 
after your death, many people like 
the thought of leaving a large 
inheritance to their children or 
grandchildren.  With an insurance 
policy in place, you can feel free 
to spend your retirement assets, 
knowing the insurance policy pro-
ceeds will be paid to your benefi-
ciaries after your death.  

4To pay your grandchildren’s 
college expenses — With the 

rapidly increasing costs of college 
making it more and more difficult 
for parents to cover this cost, you 
might want to use an insurance 
policy as a college fund for your 
grandchildren.  If you’re still alive 
when they start college, you 
might be able to borrow some of 
the cash surrender value to pay 
these costs. 

4To support adult children — 
There are a variety of reasons 

why you might want to provide 
financial help to an adult child.  
Perhaps your child is a doctor, but 
has significant debt from college.  
Or your child might work at a job 
that doesn’t pay a significant 
amount of money. 

4To provide a large charitable 
contribution — A life insur-

ance policy can serve a couple of 
purposes when making a large 
charitable contribution.  You can 
name the charity as the beneficiary 
of the policy.  Or you can leave 
other assets to the charity that 
would have been included in your 
estate and possibly subject to 
estate taxes.  The proceeds of the 
life insurance policy, if properly 
structured, can then be paid to 
your heirs estate and income tax 
free. 

4To help deal with long-term-
care costs — Many individu-

als don’t purchase long-term-care 
insurance, believing their spouse 
will take care of them.  However, 
when one spouse dies, there may 
not be anyone to take care of the 
surviving spouse.  The proceeds of 
a life insurance policy can be used 
to provide long-term care for the 
surviving spouse. 

4To optimize pension benefits 
— When retiring, irrevocable 

decisions about pension plan ben-
efit payments must typically be 
made.  An individual life income 
option will pay higher benefits 
than a joint and survivor benefit, 
but then your spouse will not have 
pension benefits if you predecease 
him/her.  You could use the pro-
ceeds from a life insurance policy 
as a source of income for your 
spouse after your death. 

While it is generally believed 
that life insurance needs decrease 
after retirement, there are a variety 
of reasons why you might want to 
retain your life insurance policy.  If 
you’d like to review your circum-
stances, please call.     mmm
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F or many people, a long-term 
disability would be financially 
devastating.  Although no one 

likes to think about this possibility, 
you should consider your options 
now so you can obtain disability 
income insurance if needed.  

Though it might be difficult, 
many individuals can find the 
funds to get through a short-term 
disability of six months or less.  
When considering a long-term dis-
ability, assess your income needs 
until age 65, when presumably 
retirement benefits would begin.  
During this analysis, consider the 
following items: 

4Estimate your monthly 
expenses following a disabili-

ty.  Typically, some of your disabili-
ty benefits would be free of income 
taxes (if you paid the premiums) 
and you won’t incur work-related 
expenses.  However, don’t underes-
timate your expenses, since your 
medical and rehabilitation expenses 
might be much higher after a dis-
ability.  Find out if you would con-
tinue to be covered under your 
employer’s health insurance plan.   

4Review your annual Social 
Security statement for an esti-

mate of disability benefits.  How-
ever, keep in mind the eligibility 
requirements are quite stringent — 
you must be totally disabled, have 
little or no chance of recovery, and 
wait six months or longer for your 
first check.    

4Decide what personal 
resources you would use.  You 

can access funds from individual 
retirement accounts, annuities, or 
401(k) plans without penalty if you 
are disabled.  But first consider 
whether you want to risk depleting 
your funds due to a disability. 

4Investigate any long-term dis-
ability benefits provided by 

your employer.  Long-term group 
disability plans are typically less 

common than short-term plans.  The 
policies frequently have strict defini-
tions of disability, pay up to 60% of 
your base salary (bonuses and com-
missions generally aren’t included), 
pay two to five years of benefits, 
and don’t provide cost-of-living 
increases.  Also factor in income 
taxes that must be paid on any ben-
efits paid for by your employer.  
Check to see if your employer- 
sponsored retirement plan offers an 
option for early retirement in case of 
disability. 

4Consider purchasing disabili-
ty income insurance to fill any 

gaps.  You might not be able to 
replace more than 60% to 80% of 
your income through insurance, 
since insurers want you to have an 
incentive to return to work.  Any 
benefits from policies you funded 
are received income-tax free.  Coor-
dinate your employer-provided 
insurance and your own policy so 
the maximum benefits do not 
exceed the amount the insurance 
companies will pay.  Otherwise, you 
may pay for coverage you won’t 
receive. 

If you decide to purchase dis-
ability income insurance, make sure 
to consider these things: 

4Pay special attention to the 
definition of disability.  There 

are three basic types of coverage: 
own occupation, any occupation, 
and income replacement.  Own 
occupation pays benefits when you 
can’t work at your specific occupa-
tion.  Many professionals, such as 
doctors and lawyers, opt for this 
coverage.  However, due to substan-
tial claims, this coverage is now 
more difficult to obtain.  You may be 
able to find own-occupation cover-
age for a specified period, with the 
policy then converting to any- 
occupation coverage.  Any occupa-
tion means you must be unable to 
work at any occupation that you 
would be suited for based on your 

training and education.  Income-
replacement policies pay the differ-
ence between what you were earn-
ing before the disability and what 
you are earning now.  For most indi-
viduals, income replacement poli-
cies will provide the best balance 
between cost and benefits. 

4Opt for a long waiting period 
before benefits start.  This is a 

good way to reduce premiums, pro-
vided you have other resources to 
rely on for the short term, such as 
sick leave, personal savings and 
investments, and short-term disabil-
ity coverage.  Waiting periods can 
range from one week to two years, 
but the most common option is a 90-
day delay in benefits. 

4Consider coverage that pays 
benefits until age 65.  Disabili-

ty insurance is designed to protect 
your financial situation from a seri-
ous disability, so you should obtain 
coverage for the long term.  Policies 
for lifetime benefits are rare and 
expensive.  It’s probably not needed, 
however, since you will be eligible 
for Social Security and other retire-
ment benefits once you turn 65. 

4Look for a policy that pro-
vides residual benefits.  This 

allows you to return to work on a 
part-time basis and still receive par-
tial benefits. 

4Make sure the policy is either 
noncancelable or guaranteed 

renewable.  Noncancelable means 
you can renew the policy every year 
at the same premium.  Guaranteed 
renewable means you can renew the 
policy every year, but the premium 
can increase as long as it is not done 
so in a discriminatory manner.  
Either provision will ensure that the 
policy can’t be canceled due to med-
ical problems. 

Please call if you’d like to dis-
cuss your need for disability income 
insurance in more detail.     mmm

What Happens If You Are Disabled?
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Emotional Issues That Prevent Estate Planning

Thoughts about Retirement Planning

M
any people have a difficult time planning their 
estate. There are many issues that must be 
faced to prepare a will or a trust; for some, 

these issues can become emotional hurdles. You need to 
acknowledge these emotions and accept that this is just 
part of the process.  

Facing mortality — Death is not something anyone 
wants to talk about, but it is inevitable. There really isn’t 
a solution to your fears, but you can at least be reas-
sured that by developing a plan, you will be taking care 
of your loved ones. 

Not being in control — Many think of estate plan-
ning as relinquishing control of their assets, when it is 
actually quite the opposite. Developing a will or a trust 
will ensure your assets will be handled exactly the way 
you want.    

Family decisions — Depending on your family’s 
situation, there are many decisions to be made that can 
cause family friction. Who should be the executor? 
What should you leave each family member? Who is 
best suited to take over the family business? Does one 
child need more financial help than others? Should all 
your children be treated equally? 

These are difficult issues, but keep in mind if you 
don’t make them, you could leave your family with a 
mess to deal with and the potential that your family 
could be torn apart by arguing over your estate. 

Costs — Costs to develop an estate plan will vary 
depending on your family’s situation. Think of your 
estate plan as a gift to your family and peace of mind 
for you that your final wishes will be carried out. Make 
sure you have a full understanding of the costs before 
proceeding with the development of the plan.     mmm

Approximately 58% of savers 
with 401(k) plans said they 

would like help choosing invest-
ments (Source: Wells Fargo, 
2019). 

About 28% of Americans 
said their personal definition of 
wealth is living stress free with 
peace of mind. Those surveyed 
said $1.4 million makes a person 
financially comfortable (Source: 
Charles Schwab, 2019). 

Research has found that the 

Knowledge about spousal 
and survivor Social Security 
benefits is low among those 
who have yet to start receiving 
benefits. The lack of knowledge 
can put even otherwise finan-
cially literate individuals at risk 
for making suboptimal claiming 
decisions (Source: Michigan 
Retirement Research Center 
Working Paper, September 
2018).     mmm

decision to buy a stock and the deci-
sion to sell require different ways of 
thinking. One study found that buy-
ing decisions are forward-looking 
and selling is backward-looking 
(Source: AAII Journal, March 2019). 

According to a recent study, 
investors as well as financial profes-
sionals are more likely to invest in 
fund names that appear higher in 
the alphabet or higher in retirement 
plan menus (Source: The Financial 
Review, December 2018). 

                                                  Month End         % Change
                                     Sep 19      Aug 19       Jul 19         YTD   12-Mon.
Dow Jones Ind.       26916.83   26403.28   26864.27         15.4%         1.7%
S&P 500                      2976.74     2926.46     2980.38         18.7             2.2
Nasdaq Comp.          7999.34     7962.88     8175.42         20.6           -0.6
Wilshire 5000           30441.78   29971.50   30653.00         18.3             0.8
Gold                            1485.30     1528.40     1427.55         15.9           25.1
                                                                                             Dec 18     Sep 18
Prime rate                        5.00           5.25           5.50           5.50           5.25
Money market rate        0.75           0.72           0.66           0.56           0.47
3-month T-bill rate         1.84           1.95           2.07           2.47           2.18
20-yr. T-bond rate           1.96           1.86           2.37           3.03           3.13
Dow Jones Corp.            2.94           2.86           3.21           4.40           4.14
Bond Buyer Muni          3.58           3.53           3.67           4.08           4.14
Sources:  Barron’s, Wall Street Journal      

Stock Indices
October 2014 to September 2019
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Past performance does not guarantee future results.




