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"Our Constitution is in actual operation;
everything appears to promise that it will last;
but nothing in this world is certain except death
and taxes."
- Benjamin Franklin

Tax day, April 15, 2012, is less than a month
away and we are sure that millions of
Americans are hoping their tax advisors do
everything in their skills to make that day as
good a day as possible.

Whether you are expecting a sizable refund or
just hoping to owe as little as possible, we wish
you the best come the middle of next month.
One of our goals as financial advisors is to
develop an income strategy for you that can
coordinate with the objectives of your tax
advisor, and possibly help minimize the amount
of taxes due.

Another of our goals as a financial advisor is to
effectively and efficiently address the other half
of the famous quote. We want to make sure
that you and your family are properly prepared
for the day when we all do finally pass from this
life to the next.

In these highly uncertain economic times, we
are hearing more and more clients ask some of
the following questions about their life
insurance coverage:

- Do I have enough coverage? What about my
spouse? How do I know what amount is right?

- Is my coverage scheduled to end when I am
60, 70, 75, 80; or will it last forever?

- Is it OK that my coverage ends at a certain
age, or would I prefer that some/all of it last
forever?

- I know some policies provide strictly protection
while others generate a small amount of cash
accumulation, and still other policies can
accumulate substantial cash values. How do I
know which type is best for me?

- How can my life insurance enhance my
retirement planning?

- If I know my life insurance will ultimately be
paid out to my heirs, can that make my
retirement spending decisions easier?

- I've heard life insurance can be used to either
offset inheritance taxes, add to what I would
like to leave my heirs, or enhance my charitable
objectives. Is that something I should
investigate?

If any of these questions strikes a chord with
you, then we should schedule a time to meet,
review your life insurance programs and goals,
and make sure you are properly prepared for
what the illustrious Mr. Franklin says is an
inevitable event.

In the meantime, continue to enjoy our
incredible weather!

- Ken and Dave
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Investing in a Low Interest Rate Environment
Low interest rates create a dilemma. Do you
accept a low return because you feel you must
protect your principal? Or do you take on
greater investment risk in order to try for a
higher return? Here are some factors to
consider in trying to balance those two
concerns.

Consider laddering CDs
When yields on Treasury bonds began
dropping, many investors were attracted to
bank certificates of deposit (CDs). However,
interest rates won't stay low forever; at some
point you may want access to your money
before a CD matures. One way to potentially
achieve higher rates while retaining some
flexibility is to ladder CDs. Laddering involves
investing in CDs with varying maturity dates. As
the shorter-term CDs mature, the proceeds can
be reinvested in one with a longer term, which
may have a higher rate. Over time, laddering
may provide both the higher rates typically
offered by longer-term CDs, and the ability to
adjust as rates change.

For example, let's say Harriet Hypothetical
wants to invest $60,000 in CDs. She might put
$20,000 in a one-year CD that pays 0.5%,
another $20,000 in a three-year CD that pays
1.25%, and the final $20,000 in a five-year CD
that pays 1.75%. When the one-year CD
matures, she reinvests that money in another
five-year CD. When her three-year CD matures,
she reinvests it in still another five-year CD. At
that point, funds from a maturing CD will be
available every year or two, but will earn the
higher five-year rate. If rates are lower when a
CD matures, she has the option of investing
elsewhere.

Pay attention to costs
Low returns magnify the impact of high
investing expenses and taxes. Let's say a
mutual fund has an expense ratio of 1.00,
meaning that 1% of its net asset value each
year is used to pay operating expenses such as
management and marketing fees. That 1%
represents a much bigger bite out of your return
when the fund is earning 3% than it does if a
fund is earning 10%. At the higher number,
you're losing only about 10% of your return; at
3%, almost a third of your return goes to
expenses. If you prefer individual stocks, keep
an eye on trading costs.

Note: Before investing in a mutual fund,
carefully consider its fees and expenses as well
as its investment objective and risks, which can
be found in the prospectus available from the
fund. Read the prospectus carefully before
investing.

Think about your real return
Low interest rates may not be quite as
problematic as they seem. Even if you're
earning a low interest rate, your real return
might not suffer too much if inflation is also low.
Real return represents what your money earns
once inflation is taken into account. With an
annual inflation rate of 2.6%--the average over
the past 20 years based on the Consumer Price
Index--a bond that pays 3.5% would produce
the same real return as a bond that pays 4.5%
when inflation is 3.6% a year.

Compare interest rate and yield spreads
In general, long-term bonds pay a higher
interest rate than bonds with a shorter term.
However, the difference between long-term and
short-term rates can change as investors
assess changing economic conditions. For
example, when it seems likely that interest
rates will rise in the near future, investors often
are reluctant to tie up their money in
longer-dated maturities and gravitate to
short-term debt. As short-term demand rises,
the difference between the interest rates paid
by different maturities can also increase.

The yields of various types of bonds can also
change relative to one another. For example,
when demand pushed U.S. Treasury yields to
new lows in 2011, it widened the gap between
Treasuries and corporate bonds. Such
differences can create opportunities in one type
of bond versus another.

Consider small changes
Your portfolio may not need a complete remake
to seek a higher return. For example, if you're in
Treasuries, you could move a portion of that
money to municipal bonds. That might involve
greater risk of default, but net returns might be
boosted by the munis' exemption from federal
income tax. Or a portion of your stock allocation
could be shifted to dividend-oriented stocks,
exchange-traded funds, or preferred stock.

Look for buying or selling opportunities
Interest rates also can be used to help evaluate
equities. Some analysts like to determine the
relative value of the stock market using the
so-called Fed market valuation model. (Though
not officially endorsed by the Federal Reserve
Board, the method seems to have evolved
based on a 1997 Fed report.) The model
compares the earnings yield on the S&P 500 to
the 10-year Treasury bond's yield. If the S&P's
yield is higher, the market is considered
undervalued. However, this is only one of many
valuation models and shouldn't be the sole
factor in an investing decision.

Don't stop at yield

If you're tempted to seek a
higher return, don't forget that
yield alone shouldn't be your
only criterion. In reaching for
additional yield, you may be
taking on additional risk. Also,
if and when interest rates rise,
the change may affect a bond's
market value unless held to
maturity. Don't hesitate to get
expert help to assess whether
you can increase your return
without taking on more risk
than you can afford.
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Women and Estate Planning
They say men are from Mars and women are
from Venus, but is this true when it comes to
estate planning? Absolutely. And because
women often find themselves in such different
circumstances than men, it is even more crucial
for them to educate themselves about estate
planning, and consult an experienced estate
planning professional.

Women tend to live longer than men
Women live an average of 4.9 years longer
than men (Source: National Vital Statistics
Report, Volume 59, Number 4, March 2011).
That means women need their assets to last
longer than men do. It also means that wives
are probably going to outlive their husbands, so
they will likely inherit their husbands' estates,
and they will probably have the last word about
the final disposition of assets going to the
couple's heirs.

Women tend to earn less during their
lives than men
Full-time working women earned only 81.2
cents for each dollar a man earned in 2010
(Source: Bureau of Labor Statistics, Women at
Work report, March 2011). Further, women
work fewer years than men in order to care for
home and family, further reducing their ability to
save (Source: GAO-04-35, October 31, 2003).
Simply put, women earn less money over their
lifetimes than men. This means that women
must plan to make fewer dollars last longer. It's
important that women get sound retirement
planning advice.

Most custodial parents are women
Approximately 84% of custodial parents are
women (Source: U.S. Census Bureau,
Custodial Mothers and Fathers and Their Child
Support report, November 2009). Women who
are parents of young children need to plan for
the continued care of those children if
something unforseen should happen. They also
need to determine who will handle the
children's property until they are older.

Women are business owners
Women owned 7.8 million nonfarm U.S.
businesses operating in the 50 states and the
District of Columbia in 2007, an increase of
20.1% from 2002 (most recent statistic
available) (Source: U.S. Census Bureau, Facts
for Features article, January 26, 2011). Women
who are business owners need to protect their
assets, and plan for the succession of their
businesses.

Women are professionals
Women make up 57.5% of professional and

related occupations (Source: Bureau of Labor
Statistics, Current Population Survey, Table 11,
"Employed persons by detailed occupation,
sex, race, and Hispanic or Latino ethnicity,"
2010). Women in professions with high litigation
risks, like medicine, law, and real estate, can
benefit from asset protection planning.

Women are wealthy
Women control $14 trillion in assets (Source:
Center for Women's Business Research, 2005)
and three-fourths of the financial wealth in the
United States (Source:
womensvoicesforchange.org, July 21, 2011).
It's important for women to get sound
investment, charitable giving, and tax planning
advice.

Creating an estate plan
Regardless of marital status or net worth,
women should make important decisions and
arrangements today in order to protect
themselves, their husbands or partners, and
other loved ones in case of incapacity or death.

To create an estate plan, women need to have
at least a working knowledge of the estate
planning tools that are available, which typically
include:

• Will -- A will is a written directive that includes
instructions about who is to settle the estate
(the executor), how property is to be
distributed to the heirs, and perhaps most
importantly, who will raise the children. Dying
without a will means that a probate court will
distribute the estate, which might result in
family problems and lawsuits. Wills should be
reviewed at least every two years, and
updated after significant life events such as a
birth, death, divorce, or remarriage.

• Trust -- A trust is a legal entity where
someone, known as the grantor, arranges
with another person, known as the trustee, to
hold property for the benefit of a third party,
known as the beneficiary. The grantor names
the beneficiary and trustee, and establishes
the rules the trustee must follow in a
document called a trust agreement.

• Durable Power of Attorney -- A durable power
of attorney (DPOA) names family members or
other trusted individuals to make financial
decisions or transact business on behalf of
the person executing the DPOA.

• Health-Care Directives -- Health-care
directives are instructions about the medical
care that would be wanted if conditions were
such that the patient couldn't express his or
her own wishes.

Statistically, women live
longer than men, and
women earn less money
over their lifetimes than
men.
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should give us a call.

Can I deduct losses from my variable annuity?
Generally yes, if the annuity is
a nonqualified (e.g., not an
IRA) commercial annuity.
Typically, a variable annuity
allows you to invest your

premium in various mutual funds, called
subaccounts. Unfortunately, these subaccounts
may not perform favorably, and your premium
could actually decrease in value.

You can claim the deduction in the year you
surrender, or cash-in, the annuity (a partial
surrender can't be claimed as a deductible
loss). The amount of the loss is determined by
subtracting the cash surrender value of the
annuity from your basis in the contract. The
basis is your investment in the annuity, reduced
by any prior withdrawals from principal. For
income tax purposes, the loss is treated as an
ordinary loss and not a long-term capital loss.

Unfortunately, the IRS has not provided
definitive guidance as to where the loss should
be claimed on your tax return. Some believe
the loss should be taken on the front of Form
1040 as "other gains or losses" from Form
4797.

However, IRS Publication 575 (Pension and
Annuity Income) treats the deduction of a
variable annuity as an itemized miscellaneous
deduction on Schedule A subject to the
2%-of-adjusted-gross-income limit.

Variable annuities are long-term investments
suitable for retirement funding and are subject
to market fluctuations and investment risk
including the possibility of loss of principal.
Variable annuities contain fees and charges
including, but not limited to, mortality and
expense risk charges, sales and surrender
(early withdrawal) charges, administrative fees,
and charges for optional benefits and riders.

Variable annuities are sold by prospectus. You
should consider the investment objectives, risk,
charges, and expenses carefully before
investing. The prospectus, which contains this
and other information about the variable
annuity, can be obtained from the insurance
company issuing the variable annuity, or from
your financial professional. You should read the
prospectus carefully before you invest.

Can I provide annuity payments to my heirs after I die?
You may be able to provide
income payments to your heirs
for the rest of their lives
through the use of a stretch
annuity. A stretch annuity (also

known as a legacy annuity) makes lifetime
payments to the beneficiary you name in your
deferred annuity contract if you die before the
annuity start date (e.g., before you begin
receiving regular annuity payments).

According to the rules regarding distribution of
deferred annuity death proceeds, an annuity
beneficiary other than the surviving spouse
must receive the annuity proceeds within one
year from the date of death. Often, the
beneficiary will elect to receive the proceeds in
a lump sum, subjecting all of the annuity's
accumulated interest to income tax, significantly
reducing the value of the beneficiary's
proceeds. A better option might be to allow the
annuity's death benefit to be paid over a
number of years, in which case only a portion of
each payment is subject to income tax and the
balance of the annuity can continue to grow tax
deferred.

Generally, most annuity issuers allow the
beneficiary to elect how the proceeds are to be
distributed. However, some issuers allow the
annuity owner to determine how the annuity's
proceeds are to be distributed. In either case, in
addition to the lump sum payment, most issuers
allow the proceeds of a nonqualified annuity to
be distributed:

• Over a period not to exceed 5 years
• Annuitized over a period no longer than the

beneficiary's life expectancy, including a
period certain, such as 10 years

• As scheduled withdrawals based on the
beneficiary's life expectancy according to the
IRS life expectancy table

A stretch annuity may be most appropriate:

• For beneficiaries in a high income tax bracket
who would pay substantial income tax on
annuity earnings if received in a lump sum

• For beneficiaries who may be spendthrifts
and might be better served by receiving
systematic payments as opposed to a large,
lump sum of money
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