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Nurture Your IRA
t’s tempting to pay little attention to an individual retirement
account (IRA). After all, with a
maximum contribution of $5,500 in
2015 ($6,500 if you are over age 50),
how much can an IRA contribute to
the vast sums you’ll need for retirement? The answer is plenty, especially if you follow these tips:
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Start contributing as soon as
possible. That way, taxdeferred or tax-free compounding of
earnings can have a dramatic
impact on your IRA’s ultimate
value. Consider the following
example: Four individuals, ages 20,
30, 40, and 50, each contribute
$5,000 to an IRA this year. How

much will that amount have grown
when each person reaches age 65,
assuming an 8% annual rate of
return? The 50-year-old will
potentially have $15,861, the 40year-old will have $34,242, the 30year-old will have $73,927, and the
20-year-old will have $159,602.
Compounding of earnings turned
the 20-year-old’s contribution into a
much larger balance.*
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Contribute every year until
you reach retirement. Even if
you can’t afford the maximum con-

tribution, contribute something
every year. Over a period of time, a
modest investment program can
grow to a significant sum. Assume
that at age 30 you starting contributing $5,000 per year to an IRA, earning 8% compounded annually.
After one year, you’ll have only
$5,400. But that will grow to
$29,333 after five years, $72,433
after 10 years, $228,810 after 20
years, and $861,581 after 35 years,
when you turn age 65.* (Keep in
Continued on page 2

A Tax-Planning Perspective
ith marginal income tax rates of up to 39.6%, income taxes can have
a significant effect on your financial situation. There are basically
three strategies that can help reduce your income tax bill:

W

1. Reduce or eliminate taxes. The objective is to receive income in a
nontaxable form or to find additional tax deductions, exemptions, or
credits. Or investigate investments that generate capital gains, such as
growth stocks. Gains are not taxed until the investment is sold; and if
held for over one year, capital gains are subject to the capital gains tax
rate.
2. Postpone the payment of income taxes until sometime in the
future. By postponing tax payment, your earnings compound on the
entire balance, including the portion that will eventually be paid in taxes.
You may also be in a lower tax bracket when the taxes are paid.
3. Shift the tax burden to another individual. The objective of this
technique is to transfer assets to other individuals so any income on those
assets becomes taxable to those individuals. Typically, however, you have
to give up control of the asset. mmm
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Nurture Your IRA

Do You Need Life Insurance?

Continued from page 1

mind that an automatic investing
program, such as dollar cost averaging,
does not assure a profit or protect
against loss in declining markets.
Because such a strategy involves periodic investments, consider your financial
ability and willingness to continue
purchases through periods of low price
levels.)

ife insurance is one of those
things many people know
they probably need, but they
don’t really want to think about.
After all, considering life insurance
involves planning for what will
happen after we’re gone — an
uncomfortable subject for many
people.

4

But life insurance is actually a
key part of your financial plan.
While not everyone needs to buy
this type of insurance, everyone
should think about it and make
a considered decision about
whether it’s something they
need to purchase.

Select investments with care.
Your IRA should be a longterm investment vehicle for retirement, so your investments should
be appropriate for that long time
frame. Even modest changes in
your rate of return can substantially
impact your IRA’s ultimate value.
For example, assume you have
$10,000 in your IRA that will be
invested for 30 years. If you earn
an average rate of return of 6% compounded annually, your balance will
equal $57,435. Increase that return
to 8%, and your ending balance will
equal $100,627, a difference of
$43,192.*
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Fund your IRA at the beginning of the year, rather than at
the end of the year. This allows
your contributions and earnings to
compound for a longer period. For
example, assume you are 30 years
old and make a $5,000 IRA contribution at year-end for 35 years. If you
earn 8% compounded annually,
your IRA balance would equal
$861,584 at age 65. Make the contribution at the beginning of the year
instead, and your balance would
equal $930,511, a difference of
$68,927.*
Please call if you’d like to
review strategies to help maximize
your IRA’s value. mmm

* These examples are provided for illustrative purposes only and are not intended to
project the performance of a specific investment. They do not take into account the
effects of commissions or any taxes that may
be due.
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Anyone who has people
dependent on them financially or
who would be negatively affected
by their death should consider
buying life insurance. If you have
children, a spouse who doesn’t
work, family members who have
cosigned on your student loans or
mortgage, or elderly parents you
care for, life insurance can help
ensure that these people don’t face
additional financial burdens during an already difficult time.
When might you be able to
forego life insurance? If you’re single, have no dependents, and have
little debt, life insurance may be
unnecessary. If you’re retired, you
may also no longer need the protection that life insurance provides,
since your retirement assets will
theoretically be enough to provide
for your loved ones after you’re
gone. However, if you are retired
and support a spouse, children, or
others who would have difficulty
getting by financially after your
death (perhaps because you
receive a generous pension benefit
today that will shrink or disappear
after your death), you may still
want to consider insurance.
Life insurance can also be an
estate-planning tool. If you have a

large estate and are worried about
the effect estate taxes will have
on what you leave to your heirs,
the proceeds of a life insurance
policy can be used to cover those
expenses.
Even if you may not have
needed life insurance in the past,
it’s important to remember your
life insurance needs can change
over time. Generally, whenever
you experience a major life event,
it’s a good idea to review your life
insurance needs. Events that might
trigger a need to buy a new policy
or increase your coverage include
getting married, having a baby,
buying a house, getting divorced,
or receiving a major promotion or
raise at work.
The amount of life insurance
coverage you need depends on
your specific situation. Some may
simply tell you to buy coverage
worth eight or 10 times your annual income, but that’s not always an
accurate estimate of your actual
needs. A better rule of thumb is to
first estimate how much money
your loved ones would need
immediately after your death to
cover your final expenses (such as
funeral costs and outstanding
debts). Then estimate how much
cash your family will need to sustain themselves after your death;
that number can be hard to determine, but you should think about
your lost income, whether your
spouse will be able to continue
working, possible college costs for
your children, and other expenses.
Finally, combine those two numbers to get a sense of your total life
insurance needs.
If you’re having trouble determining how much life insurance
you need to protect your family
or you’re not sure what type of
policy is best for you, please call to
discuss your individual needs.
mmm
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Easing into Retirement
in recent years, talk of longer
life expectancies, uncertain
Social Security benefits, declining pension benefits, unknown
inflation rates, and low retirement
savings have made retiring at a relatively young age seem difficult.
More and more people are coming
to the conclusion that either retiring
later or continuing to work during
retirement is necessary to ensure
that they remain financially comfortable for the rest of their lives.
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Working doesn’t necessarily
mean you have to stay with your
current employer. Rather, many
individuals are taking on totally different jobs that can allow them to
try something new, provide more
free time by working less, or ensure
less stress. Besides the nonfinancial
reasons for working, there are several financial reasons that make this
an important retirement strategy:
You have more time to save.
4
Each additional year you work
is an additional year you can continue to save for retirement.
You shorten your retirement
4
period. The longer you work,
the less time you’ll spend in retirement, which means you’ll need less
money to fund that retirement.

You keep health insurance
4
benefits. One of the most significant costs in retirement is health
care, and you can delay that cost by
working at a job that provides this
benefit.
Some companies are helping
employees with retirement issues
by allowing phased retirement, in
which hours are gradually reduced
until full retirement. If your
employer offers a phased retirement
program, find out these details
before signing up:
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How will phased retirement
affect your benefits? Many
pension benefits are calculated
based on your earnings in the last
few years of your working career. If
you don’t want to take pension benefits yet, make sure your pension
will be calculated using earnings
while you worked full-time. You
may also be able to draw a pension
and work part-time.
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What will happen to your
salary with reduced hours?
Will you receive a pro-rata share of
your pay or will a different pay
scale be used? Will you be entitled
to pay increases in the future?
Make sure you agree on how you
will be paid before moving to parttime status.

You can delay Social Security
Will you be eligible for
4
benefits. Each additional year
you wait to take Social Security ben- 4 health insurance benefits?
Find out the company’s policy
efits, up to age 70, will permanently
increase your monthly benefit.

regarding health insurance benefits
for part-time workers. This will be
especially important if you move to
part-time status before age 65, since
you won’t be eligible for Medicare.
What other details should you
4
investigate? Make sure there
is a mutual understanding about
your hours. Can you take time off
to travel? Is this a permanent or
short-term arrangement? If you
don’t like part-time work, can you
go back to your full-time job?
If your employer doesn’t offer a
phased retirement program or you
want to try something new, investi-
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gate your options before quitting
your job. Some factors to consider
include:
How do you plan to spend
4
your retirement? If you plan
to travel a lot, how will work fit
into that schedule? If you plan to
split your time between two homes
in two locations, how will you be
able to work?
What interests you? Would
4
you be happier pursuing a job
that takes advantage of skills from
your current job, or would you like
to try something totally different?
Do you need to obtain additional
skills or go back to school?
Do you want a job with signif4
icant responsibility, or are you
trying to reduce the stress in your
life?
Are you passionate about an
4
interest or hobby that you may
be able to turn into a business? Do
you want to start your own business? If so, do you have the financial resources, without risking
funds for your retirement?
Is there a cause that is impor4
tant to you? Is it time to move
to the nonprofit sector, finding an
opportunity that matters to you on
a personal level?
Retirement is in the midst of
being redefined once again. The
last generation was able to retire to
a life of total leisure due to the generosity of company pension benefits
and Social Security. But longer life
expectancies, less-generous benefits,
and declining asset values mean it
is time to redefine retirement. What
many are seeking is not so much
total leisure as more leisure or a
more meaningful lifestyle. Many
are finding that those goals can be
accomplished while still working,
with those additional working
years providing more financial
security. If you’d like to discuss
work and its role in your retirement, please call. mmm

Tax-Efficient
Investing

5 Surprising Facts about Saving in America
3. Americans are saving far less
than they did in the past. The personal savings rate in the U.S. was
just 4.9% as of December 2014,
according to data from the Federal
Reserve Bank of St. Louis. Forty
years ago, in December 1974, it was
just under 14%. Not only are savings rates low across the board, but
some people actually have negative
savings.

ost of us know that Americans just aren’t saving
enough. But do you really
know the truth about savings in the
U.S.? Here are five facts that may
surprise you.
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1. Many people have virtually
nothing saved. Thirty-six percent of
people have less than $1,000 saved,
according to a 2014 survey by the
Employee Benefit Research Institute. The reasons for these low savings are many, including stagnant
wage growth, inflation, and previous crises that have led people to
deplete their savings. Whatever the
reasons, the consequences of not
having a financial cushion tend to
be the same for most people,
including more debt and greater
financial insecurity.

4. Americans want to live comfortably in retirement, but they
aren’t willing to sacrifice and save
for it. Sixty-one percent of Americans admit they are not sacrificing a
lot when it comes to saving for
retirement. In fact, people are more
likely to be saving for a vacation
than retirement.
5. It’s not just a lack of
willpower that’s keeping us from
saving. Some people just live
beyond their means. But the recent
recession, and the plunge in home
values and the job losses that came
with it, led many people to draw
from their savings to survive. The
fact is, real wages for American
workers haven’t budged for
decades, according to the Pew
Research Center, and that may be
making it difficult for many to save.
mmm

2. Even high-earning Americans often have little in savings.
The bottom 20% of income earners
have enough cash on hand to survive just nine days, according to
2015 research by The Pew Charitable Trusts. Yet what’s more surprising is that even households with
significant income are teetering on
the edge of financial instability. The
same study found that those households in the top 20% of income only
have enough liquid savings to
replace lost income for 52 days.

sing strategies that defer the
payment of taxes for as long as
possible can make a substantial difference in your portfolio’s ultimate
size. Consider the following taxefficient strategies:

U

Minimize portfolio turnover.
4
Carefully evaluate your investment choices, selecting those you’ll
be comfortable owning for years.
Place investments that generate ordinary income or you
4
want to trade frequently in your
tax-deferred accounts. Since
income and realized capital gains
inside tax-deferred accounts aren’t
taxed until withdrawn, you defer
paying taxes on that income.
Analyze the tax consequences
4
before rebalancing your portfolio, which is a taxable event. You
should generally avoid selling
investments for reasons other than
poor performance. You can bring
your asset allocation back in line
through other means.
Utilize losses to offset capital
4
gains. Selling investments at a
loss can offset capital gains for that
year, reducing your total tax liability. Excess losses may be used to offset up to $3,000 of ordinary income
and the unused portion may be carried forward indefinitely. mmm

Financial Thoughts
hen asked what their worst
financial habits were, 14%
of respondents said spending
more money than they made, 28%
said spending too much on
unnecessary things, and 23% said
not saving any money (Source:
Allianz LoveFamilyMoney Study,
January 2014).
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The average dollar amount
spent before discussing it with a
spouse is $396 for women and
$1,231 for men (Source: Experian
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Credit Score Marriage Survey
Report, 2014).
The risk of early death is 32%
higher for single men than married men and 23% higher for single women than married women.
The average married man outlives
the average unmarried man in the
United States by eight to 17 years
(Source: American Journal of Epidemiology, March 2015).
Young men and women of
married parents living in intact

homes are 44% more likely to
graduate from college (Source:
REP., March 2015).
In 2014, the average cost of an
American wedding was $29,858.
The average amount couples
spent on an engagement ring
was $5,598 (Source: Real Weddings
Survey, 2015).
Divorce reduces the average
person’s wealth by 77% (Source:
REP., March 2015). mmm

