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Take Time to Reassess

P

eriodically, you should
reassess your portfolio, finding ways to increase your
comfort level with your stock
investments. Consider these tips:
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Develop a stock investment
philosophy. Approach investing with a formal plan so you can
make informed decisions with confidence, knowing you have carefully considered your options.
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Remind yourself why you are
investing in stocks. Write
down your reasons for investing in
each individual stock, indicating the

long-term returns and short-term
losses you expect. When market
volatility makes you nervous,
review your written reasons for
investing as you did. That
reminder should help keep you
focused on the long term.
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Monitor your stock investments so you understand the
fundamentals of those stocks. If
you believe you have invested in a
company with good long-term
prospects, you are more likely to
hold the stock during volatile periods.

Encourage Estate Planning

P

arenting is a never-ending job. Even when your children are grown,
there will probably be lessons you’ll want to teach them, such as the
need for estate planning. Some items to include in that lesson are:
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Explain why estate planning is important. Your role is not to dictate what they should do with their estate, just to emphasize the
need. When you children encounter major life events, such as marriage,
divorce, or a child’s birth, remind them to review their estate plans.
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Review your current asset
allocation. Revisit your asset
allocation strategy, comparing your
current allocation to your desired
allocation. Now may be a good
time to rebalance your portfolio,
reallocating some of those stock
investments to alternatives.
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Determine how risky your
stocks are compared to the
overall market. You can do this by
reviewing betas for your individual
stocks and calculating a beta for
your entire stock portfolio. Beta,
which can be found in a number of
published services, is a statistical
measure of how stock market
movements have historically
impacted a stock’s price. By comparing the movements of the Standard & Poor’s 500 (S&P 500) to the
movements of a particular stock, a
pattern develops that gauges the
Continued on page 2
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Make sure all important estate-planning documents are in place.
At a minimum, every adult should have a will, durable power of
attorney, and healthcare proxy. A durable power of attorney designates
an individual to control their financial affairs if one becomes incapacitated, while a healthcare proxy delegates healthcare decisions to a third person when one is unable to make those decisions.
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Coordinate estate planning across generations. If you have a substantial estate, you may want to coordinate your estate planning
efforts with those of your children. A coordinated effort can help minimize estate taxes. mmm
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Take Time

Avoid These 401(k) and
IRA Mistakes

Continued from page 1

stock’s exposure to stock market
risk. Calculating a beta for your
entire portfolio will give you a
rough idea of how your stocks are
likely to perform in a market decline
or rally.
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Keep the tax aspects of selling
in mind. While you may be
tempted to lock in some of your
gains, you may have to pay taxes on
them if the stocks aren’t held in taxadvantaged accounts. You’ll have to
pay at least 15% capital gains taxes
(0% if your income is under certain
limits) on any stocks held over one
year. If your gains are substantial, it
may take longer to overcome the tax
bill than to overcome a downturn in
the market.
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Consider selling stocks if you
have short-term cash needs. If
you are counting on your stock
investments for short-term cash
needs, look for an appropriate time
to sell some stock. With short-term
needs, you may not have time to
wait for your stocks to rebound
from a market decline.
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Don’t time the market. During periods of market volatility,
investors can get nervous and consider timing the market, which
typically translates into exiting the
market in fear of losses. Remember
that most people, including professionals, have difficulty timing the
market with any degree of accuracy.
Significant market gains can occur
in a matter of days, making it risky
to be out of the market for any
length of time.
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Remember you are investing
for the long term. Even
though short-term setbacks can give
even the most experienced investors
anxiety, remember that staying in
the market for the long term,
through different market cycles, can
help manage the effects of market
fluctuations. mmm
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hen it comes to saving
for retirement, many
people take a set-itand-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:
Not contributing enough to
get your full employer match. If
your employer matches your contributions to your 401(k) plan, you
should try to stretch enough to at
least meet their maximum match
amount. Otherwise, you are essentially leaving money on the table.
Neglecting to maximize your
contributions. With so many
immediate financial needs, investing for a long-term goal like retirement can be hard to prioritize.
While you may not be able save
up to your 401(k) contribution limits (for most people, that’s $19,500
in 2020 plus an additional $7,000
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,
consider dedicating that money to
retirement. Or when you receive
your annual raise, allocate it to
your 401(k) savings.
Playing it too safe by investing 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.
Not reviewing your investment allocation regularly. Your
asset allocations will inevitably

need to change as you age, as the
risk you’re willing to tolerate 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.
Not taking advantage of
catch-up contribution options.
The closer you get to retirement,
the more you may regret not maximizing contributions in the past.
Fortunately, once you turn 50
years old, you have the chance to
catch up a bit and your maximum
annual contributions go up another $6,500 for a 401(k) and another
$1,000 for your IRA.
Forgetting about old retirement 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.
Taking too much of a do-ityourself 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 retirement.
Those seemingly simple mistakes can jeopardize your retirement. Please call if you’d like to
discuss this in more detail.
mmm
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Overcoming 5 Retirement Fears

W

e’ve all heard stories
about people losing their
retirement money in a
stock market crash, outliving their
money, or incurring unexpected
medical expenses that forces 80year-olds back into the workforce.
At times, these stories can seem
overwhelming — even to the point
of deterring people from planning
for retirement. Are these fears likely
to become realities? Probably not,
but the truth is that they can happen. Here’s how you can deal.
1. Outliving your money —
There’s a rule of thumb to decrease
the odds of outliving your money
over a 25 year retirement: by the
time you’re ready to retire, you
should have saved 8 times your
annual salary. To get there, gradually work up to it. For example, at age
35, you should have 1 times your
current salary saved, then 3 times
by 45, 5 times by 55, and so on.
Of course, the amount of money
you need to have saved by the time
you’re ready to retire depends on a
huge range of very individual factors: What are your plans for retirement? How old are you? Will you
still have a mortgage? Do you have
long-term-care insurance? To truly
decrease the odds that you’ll outlive
your money, work with a financial
advisor to develop a robust retirement plan — then stick to the plan
and revisit it often to make sure it
remains in alignment with your
goals and your circumstances.
2. High inflation — What if
inflation went up to 12–14% like in
the 1970s? What would you do? It’s
not likely that inflation would spike
similarly again. However, because it
has happened before, you want to
be prepared. This is where an annual review of your investments can
FR2020-0420-0097

be wise. In periods of very high
inflation in the U.S., for example,
you may need to adjust your investment strategy. If you are properly
diversified, your portfolio should
include investments that move
opposite each other — so when one
asset class or subclass is down,
another is up.
3. Unexpected medical expenses before retirement — Unexpected
medical expenses you may incur
while you are still working could
totally derail your retirement. To
prepare for them, it’s important to
have insurance in place. Disability
insurance will ensure that if you
lose your income due to a disability,
you will still be able to take care of
your basic necessities. Life insurance
will protect your family in the event
of your death — especially important if your income was the key to
your spouse’s retirement.
4. Unexpected medical expenses during retirement — For most
people, healthcare is one of the
largest (often the largest) expense
incurred during retirement. There

are a few ways to prepare for medical emergencies: private health
insurance to fill the gaps in
Medicare, long-term-care insurance,
and rainy day savings. For today’s
retirees, Medicare takes care of most
medical expenses. However, you
need savings to cover what insurance won’t — like copays and
expenses exceeding your insurance
limit. And just as you save before
retirement for unexpected expenses,
so should you continue your rainy
day fund in retirement; even if you
are adequately insured, copays can
be significant if you have a medical
emergency.
5. Market crash — As with high
inflation, the key to surviving a
market crash is diversification. (To
be clear: there is no way to insulate
yourself completely from the effects
of economic turmoil. But you can
take steps to ensure that turmoil
doesn’t completely ruin your retirement plans.) As you get closer to
retirement, you should be invested
less heavily in equities and more in
investments like bonds. mmm
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Watching Your Stocks

N

o matter how often you prefer to monitor your
stocks’ performance, there are certain items you
should consider. Here are five things to review
as you monitor your stocks’ performance:

Earnings — Pay attention to the company’s quarterly and annual earnings statements, which
include comparisons with the recent past and often
reviews of what management expects for the next quarter and year. Review the stock’s earnings trend and
how the company performs compared to analysts’ estimates. Watch out for earnings surprises.

4

Price and dividends — Follow the stock’s price
compared to its 52-week highs and lows. Examine
its trailing total returns year to date and over the last
one-, three-, five-, and 10-year periods. Look for
changes in the absolute dollar amount of dividends and
the current yield.

4
4

Insider transactions and stock buybacks — A
company buying back its own stock or whose
senior executives and directors are accumulating more
shares is a bullish sign.

4

Sudden and large price changes on high volume
— When a stock makes a sudden, high-volume
move — particularly when it opens much higher or
lower than the previous day’s high or low — it can be
the start of a new, long-term trend. mmm

Prime rate
Money market rate
3-month T-bill rate
20-yr. T-bond rate
Dow Jones Corp.
Bond Buyer Muni

3.25
0.22
0.10
1.23
2.17
3.57

3.25
0.23
0.10
1.26
2.22
3.56

% Change
YTD
12 Mon
-2.7%
3.2%
4.1
13.0
24.5
39.6
3.8
12.7
23.9
27.0
Dec 19 Sep 19
4.75
5.00
0.58
0.75
1.52
1.84
2.25
1.96
2.84
2.94
3.63
3.58

3.25
0.26
0.11
0.98
2.06
3.53

Sources: Barron’s, Wall Street Journal
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Past performance does not guarantee future results.

Thoughts about Retirement Planning

T

he number of households
with people age 80 and over
increased 71% from 4.4 million in
1990 to 7.5 million in 2016. That
number is expected to more than
double by 2037 (Source: The Wall
Street Journal, June 3, 2019).
About 79% of millennials
describe themselves as impact
investors, seeking both financial
and social impact returns, while
13% are interested in opportuni-
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ties that align with their values,
regardless of financial returns
(Source: Journal of Financial Planning,
June 2019).
Approximately 55% of people
would choose to take less money
today than more money in the
future (Source: Journal of Financial
Planning, August 2019).
Approximately 80% of adults
over age 50 want to remain in their
current home as they age, but only

50% expect that they will be
able to do so (Source: Barron’s,
June 3, 2019).
About 51% of Americans
expect to inherit money from
older family members. Of that
group, 25% believe the inheritance will largely or entirely
fund their retirements (Source:
WealthManagement.com, June
2019). mmm

Dow Jones Industrial Average

P/E and PEG ratios — Price to earnings (P/E) and
price/earnings growth (PEG) ratios are often better
indicators than the stock price as to how relatively
expensive or cheap a stock is. The P/E ratio is useful
for comparison to other stocks and the market, while
the PEG ratio is a strong indicator of whether the stock
is overpriced or underpriced compared to its projected
earnings growth rate.

Month End
Sep 20 Aug 20
Jul 20
27781.70 28430.05 26428.32
3363.00 3500.31 3271.12
11167.51 11775.46 10745.27
34305.78 35661.56 33323.80
1886.90 1970.00 1964.90

Dow Jones Ind.
S&P 500
Nasdaq Comp.
Wilshire 5000
Gold

Nasdaq Composite and S&P 500

4

