
The Rollover IRA, Taking It With You
One of the most convenient and flexible options for
dealing with a retirement plan from your ex-employer
is to transfer the money to a Rollover Individual
Retirement Account. A Rollover IRA is, in essence, a
traditional IRA where you can park the cash you're
transferring from your old employer's retirement
account. The money you invest in a Rollover IRA
accumulates tax-free until you take it out in retirement,
just as it does in a defined-contribution retirement plan
(401k). You can open a Rollover IRA with just about
any investment firm, including mutual fund companies,
insurance companies, and online brokers. You're
allowed to invest the money in stocks, mutual funds,
bonds, and other types of investments. That's why the
Rollover IRA is your most flexible choice when leaving
a job.

You have a number of options after you open your
Rollover IRA, too. Of course, you can leave it alone until
you retire. But if you move on to a new job, you may be

able to transfer the money you have invested in your
Rollover IRA into your new employer's retirement plan
(assuming the qualified retirement plan has language
permitting such rollovers). And if a Roth IRA is more
to your liking, you can convert your Rollover IRA into
a Roth IRA, if you meet the criteria.

Keep in mind that you can't take a loan from a Rollover
IRA as you can from some employer-sponsored
retirement plans. Moreover, Rollover IRAs are also
subject to the same withdrawal limits as other tax-
deferred retirement accounts. So, if you take any money
out before you turn 59½, you'll pay a 10% early
withdrawal penalty in addition to taxes.

Returns and principal invested in stocks are not
guaranteed. Stocks have been more volatile than bonds.
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referrals.  Please share our
newsletter with your family &
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2011 Market Performance
12/31/2010 to 5/31/2011
DJIA ^DJI  up 8.57%
S&P 500 ^GSPC up 6.96%
NASDAQ ^IXIC   up 6.88%
Russell 2000 ^ RUT up 8.22%

Source: http://finance.yahoo.com
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Dividends and Total Return
Questions to ask your
advisor

 

Income is important to consider when choosing
an investment. Especially important for investors
approaching retirement, income can add
meaningfully to one’s total return, which
comprises income and price return (capital
appreciation). Investors can pursue income
returns in many ways including bonds, real estate
investment trusts, and stocks.

Stock income is typically paid in the form of a
monthly, quarterly, annual, or special cash
dividend, which can be used to finance current
consumption or to reinvest. Dividends are
typically expressed in terms of yield. Like an
interest rate, yield is represented as a percentage
rate and is calculated by taking the annual cash
dividend divided by a stock’s current price. For
example, a stock trading at $20 with a future
annual cash dividend of $1 would have a dividend
yield of 5%.

Keep in mind, though, that there is no guarantee
a dividend will be paid, even if a certain company
has a consistent dividend-paying track record. A
company can increase, decrease, and even
eliminate dividends altogether, depending on its
financial situation. Furthermore, if a dividend is
declared, the company has to pay dividends for
preferred shares first, before any common share
dividends can be paid.

Although stocks can be a source of income return,
not all stocks are created equal in this regard.
Some companies distribute significantly more of
their profits in the form of dividends than others,
and some don’t distribute dividends at all. The
following image demonstrates this point.
Historically, dividend-earning stocks—
represented by Morningstar’s Dividend
Composite Index—have had compound annual
returns of 6.9%, while large stocks have had
compound annual returns of 5.0%. Additionally,
higher-yielding companies—represented by
Morningstar’s Dividend Leaders Index—have
outperformed large stocks: Dividend Leaders
Index components had a compound annual return
of 9.0% compared with 5.0% for large stocks
during the period studied. For investors looking

both for income and total returns, dividend-
paying stocks can be a reasonable place to invest.

Although higher-yielding stocks have
demonstrated an ability to outperform large
stocks, all that glitters is not gold. Dividends are
paid at a company’s discretion, and exceptionally
high yields can indicate a potential dividend cut.
For example, had investors been lured to many
high-yielding bank stocks in late 2008, they would
have been sorely disappointed when many banks
subsequently cut their dividends as profitability
declined during the credit crisis. When looking at
dividend-paying stocks, investors should focus on
reasonable dividend yields with companies that
have the earnings power to increase their dividend
distributions over time. Many large companies
with recognizable brand names have
demonstrated an ability to offer this slow and
steady income distribution to shareholders.
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EMPLOYMENT 
Indicator > U.S. employment 
rate 
Monthly, seasonally adjusted 
APRIL: 9.0% 

What it is: The percentage of 
working-age men and women 
who want jobs but are unable to 
find them 
Why it matters: People who 
don’t have jobs don’t have 
money to spend, restraining 
economic growth. 

Indicator > New U.S. weekly 
unemployment claims 
Initial claims for unemployment 
insurance, seasonally adjusted, in 
thousands 
APRIL 30: 474,000 
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What it is: A weekly report on 
the number of first-time filings 
for unemployment nationwide, 
released every Thursday. 
Why it matters: People who 
don’t have jobs don’t have 
money to spend, retraining 
economic growth. 

Indicator > Revolving 
consumer debt per 
household 
Scale in thousands, seasonally 
adjusted, monthly 
MARCH (PRELIM): 
$14,742.64 
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What it is: The amount of 
revolving consumer debt divided 
by the number of households 
carrying a credit card balance 
each month. 
Why it matters: Consumers are 
paying off their debts. The 
decline may slow if consumer 
confidence rises.

Indicator > Consumer 
confidence Index 
Monthly 
APRIL: 65.4 
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What it is: A monthly gauge 
of how consumers feel about 
the economy and their 
personal finances. 
Why it matters: Confident 
consumers buy more, 
stimulating the economy. 
Worried consumers 
postpone purchases. 

HOUSING
Indicator > U.S. median 
existing single-family home 
price 
Scale in thousands of dollars, not 
seasonally adjusted, monthly 
MARCH: $160,500 
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Indicator > Housing starts 
Scale in thousands of units, 
annual rate, monthly 
MARCH: 549,000 
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What it is: The median sale price for 
existing single-family homes. 
Why it matters: Housing prices color 
perceptions of our financial health and 
affect our willingness to spend. Prices 
reflect conditions in homebuilding and 
other industries. 

What it is: The number of 
privately owned housing units 
on which construction has 
started and the foundations are 
being placed. 
Why it matters: It is often used 
to predict large consumer 
purchase trends, such as 
furniture or appliances. 

Indicator > Standard & Poor’s 
500 Index 
Weekly closes 
MAY 6: 1340.20 
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What it is: A measure of stock 
prices for 500 big U.S. 
companies and a proxy for the 
overall market. 
Why it matters: Stocks tend to 
lead the economy. More than 
half of U.S. households own 
stocks, soc people feel wealthier 
when prices rise. 

Indicator > CBOE 
Volatility Index (VIX) 
Weekly closes 
May 6: 18.40 
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What it is: An indicator of 
investor sentiment and market 
volatility, based on the anticipated 
performance of the S&P 500 over 
the next 30 days. 
Why it matters: Often moving 
against the S&P 500, it can be used 
to infer investment risk at a given 
time. 

Indicator > U.S. International 
trade in goods and services 
Monthly balance, scale in billions 
of dollars, seasonally adjusted 
FEBRUARY: -$45.76 BILLION 
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What it is: The balance of trade 
with other countries. If the U.S. 
imports more goods and services 
than it exports, this number is 
negative. 
Why it matters: A negative 
balance is called a trade deficit and 
is unfavorable to the U.S. 

Indicator > Credit 
availability for small 
businesses 
Net percent (“easier” minus 
“harder”) compared with 
three months ago 
MARCH: -8% 
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What it is: A measure of how 
many small businesses have had 
their credit needs satisified in the 
past three months. 
Why it matters: If credit 
becomes easier for small 
businesses, their potential for 
growth and hiring increases.

PERSONAL FINANCES 
Indicator > Price Index or  
personal consumption 
expenditures 
Change from previous month, 
seasonally adjusted 
MARCH (PRELIM): 0.4% 
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What it is: How much money 
people e are spending on goods and 
services, fueling the economy. Food 
and energy items aren’t included. 
Why it matters: It can gauge 
inflation. High levels of 
consumption may lead to high 
prices. Less spending can trigger a 
slowdown in output. 

Indicator > Personal savings 
rate 
As a percentage of disposable 
income, monthly 
MARCH (PRELIM): 5.5% 
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What it is: The amount of money 
people are saving as a percentage 
of their disposable income. 
Why it matters: Savings rates 
have been rising, and people are 
spending less. This affects demand 
and, therefore, production of 
goods.  
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A look at economic indicators 
Indicators track the U.S. economy from numerous angles. Here is a look at some of them and what they mean.  
(Source – Tribune Media Services and Tribune Newspaper). (Graphics are approximations and for illustrative purposes). 
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The Importance of Rebalancing

 Over time, your asset-allocation policy can veer off
track because of market ups and downs. This is
illustrated quite clearly in the image below; a strong
stock performance can cause a simple 50/50
portfolio mix to become unbalanced over time.
After 30 years, what was once a 50% allocation to
stocks now sits at 63%—quite a jump. Moreover,
not only does the portfolio’s allocation change, but
the portfolio’s risk also changes, rising sharply
from 9.2% to 10.9%. If your needs and/or risk
tolerance have not changed, your allocation
shouldn’t either.

But why would anyone want to sell investments
that have done great in order to purchase laggards?
While rebalancing might seem odd at first, it is all
about risk control. If more and more of your total
portfolio winds up in one investment, you risk
losing a lot should that investment stumble.
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