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2016 Market Performance 01-01-2016 to 07/31/2016 

 

DJIA ^DJI Up 5.78%  

S&P 500 ^GSPC Up 6.34%   

NASDAQ ^IXIC Down 3.09% 

Russell 2000 ^ RUT Up 6.55%  

 

* Index performance does NOT include  

any fees (Gross of fees)  

 

Source: http//finance.yahoo.com 
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You know you should start saving for retirement before you turn 
40. What can you start doing today to make that effort more productive, 
to improve your chances of ending up with more retirement money, 
rather than less? 
   
Structure your budget with the future in mind. Live within your 
means and assign a portion of what you earn to retirement savings. 
How much? Well, any percentage is better than nothing – but, ideally, 
you pour 10% or more of what you earn into your retirement fund. If that 
seems excessive, consider this: you are at risk of living 25-30% of your 
lifetime with no paycheck except for Social Security. (That is, assuming 
Social Security is still around when you retire.) 
  
Saving and investing 10-15% of what you earn for retirement can really 
make an impact over time. For example, say you set aside $4,000 for 
retirement in your thirtieth year, in an investment account that earns a 
consistent (albeit hypothetical) 6% a year. Even if you never made a 
contribution to that retirement account again, that $4,000 would grow to 
$30,744 by age 65. If you supplant that initial $4,000 with monthly con-
tributions of $400, that retirement fund mushrooms to $565,631 at 65.1   
   
Avoid cashing out workplace retirement plan accounts. Learn from 
the terrible retirement saving mistake too many baby boomers and Gen 
Xers have made. It may be tempting to just take the cash when you 
leave a job, especially when the account balance is small. Resist the 
temptation. One recent study (conducted by behavioral finance  

analytics firm Boston Research Technologies) found that 53% of baby 
boomers who had drained a workplace retirement plan account regret-
ted their decision. So did 46% of the Gen Xers who had cashed out.2  
  
Instead, arrange a rollover of that money to an IRA, or to your new em-
ployer’s retirement plan if that employer allows. That way, the money 
can stay invested and retain the opportunity for growth. If the money 
loses that opportunity, you will pay an opportunity cost when it comes to 
retirement savings. As an example, say you cash out a $5,000 balance 
in a retirement plan when you are 25. If that $5,000 stays invested and 
yields 5% interest a year, it becomes $35,200 some 40 years later. So 
today’s $5,000 retirement account drawdown could amount to robbing 
yourself of $35,000 (or more) for retirement.3 
    
Save enough to get a match. Some employers will match your retire-
ment contributions to some degree. You may have to work at least 2-3 
years for an employer for this to apply, but the match may be offered to 
you sooner than that. The match is often 50 cents for every dollar the 
employee puts into the account, up to 6% of his or her salary. With the 
exception of an inheritance, an employer match is the closest thing to 
free money you will ever see as you save for the future. That is why you 
should strive to save at a level to get it, if at all possible.4  
  
Saving enough to get the match in your workplace retirement plan may 
make your overall retirement savings effort a bit easier. Say your goal is 
to save 10% of your income for retirement.       Continued on next page... 
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If the employer match is 50 cents to the dollar and you direct 6% of your 
income into that savings plan, your employer contributes the equivalent 
of 3% of your income. You are almost to that 10% goal right there.4 

    
Think about going Roth. The younger you are, the more attractive 
Roth retirement accounts (such as Roth IRAs) may look. The downside 
of a Roth account? Contributions are not tax-deductible. On the other 
hand, there is plenty of upside. You get tax-deferred growth of the in-
vested assets, you may withdraw account contributions tax-free, and 
you get to withdraw account earnings tax-free once you are 59½ or 
older and have owned the account for at least five years. Having a tax-
free retirement fund is pretty nice.4 
  
To have a Roth IRA in 2016, your modified adjusted gross income must 
be less than $132,000 (single taxpayer) or $194,000 (married and filing 
taxes jointly).4  
    
Set it & forget it. Saving consistently becomes easier when you have 
an automated direct deposit or salary deferral arrangement set up for 

you. You can gradually increase the monthly amount that goes into your 
accounts with time, as you earn more.  
  
Invest for growth. Much wealth has been built through long-term in-
vestment in equities. Wall Street has good years and bad years, but the 
good years have outnumbered the bad. Early investment in equities 
may assist your retirement savings effort more than any other factor, 
except time.  
  
Time is of the essence. Start saving and investing for retirement today, 
and you may find yourself way ahead of your peers financially by the 
time you reach 40 or 50.  
 
Citations. 
1 - investor.gov/tools/calculators/compound-interest-calculator [7/7/16] 
2 - marketwatch.com/story/millennials-can-save-more-for-retirement-by-learning-from-
baby-boomers-mistakes-2016-06-30 [6/30/16] 
3 - thefiscaltimes.com/2015/11/20/7-Ways-Millennials-Are-Getting-Retirement-Saving-
Wrong [11/20/15] 
4 - kiplinger.com/article/retirement/T001-C006-S001-retire-rich-saving-for-retirement-in-
your-20s-30s.html [2/4/16] 

No woman wants to end up a “bag lady” – impoverished, out 

of options, left to fend for herself on the streets. Only a tiny 

percentage of women from affluent households will experi-

ence this retirement nightmare, but that does not mean the 

risk should be dismissed. 

  

This is the financial circumstance you may fear more than any 

other. What can you do to counter that fear and guard against 

running out of money in retirement?  

  

The first step is to plan. You must plan with the knowledge 

that you might outlive your spouse; that you might spend 

some, or even all, of your retirement alone. Because of your 

potentially longer lifespan and the lack of a spousal safety 

net, it is not unreasonable to assume that you may need 

150% of the retirement money that a man in your situation 

might need. That may be stunning, but it is worth realizing. 

Imagine your children having to bear the financial burden of 

taking care of you when you are elderly. If you have no chil-

dren, imagine having to rely on welfare and Medicaid at that 

time. Surely that is not the future you imagine or want. 

      

Value your future comfort as much as you value your comfort 

today. Think ahead and investigate what it might take to retire 

comfortably in terms of income and lifetime savings. If you 

haven’t done much financial preparation for the future, you 

may be shocked when you see what needs to be done. Re-

gardless, there is no avoiding it. Time is your friend in these 

matters, and procrastination in saving and investing only 

makes your retirement more of a question mark.   

  

See wealth as something you build, not something you own. 

So often, society looks at wealth in terms of material items. 

You spend money to acquire those items, and, with rare ex-

ceptions, their value depreciates as years go by.  

  

Rather than direct your money into depreciating items, you 

can save and invest it. You can steadily contribute to IRAs, 

brokerage accounts, workplace retirement plans, and other 

vehicles that permit you to invest in equities. Investing in equi-

ties is crucial, for they offer you the potential to grow your 

money at a rate faster than inflation. Yes, Wall Street has 

some bad years as well as good ones – but, over several dec-

ades, the good have outnumbered the bad. The broad bench-

mark of Wall Street – the S&P 500 – posted annual gains in 

31 of the 41 years from 1975-2015, sometimes large ones.1  

  

Many women are concerned about not losing money. In retire-

ment, that is indeed a prime concern for both women and 

men. Prior to retirement, though, accepting some risk in your 

investments can lead to much greater potential reward (i.e., 

yield) than you might get from the typical savings or checking 

account or fixed-income bank investment. 

  

Plan income streams. Too many seniors rely on a single in-

come stream in retirement – Social Security. In fact, 47% of 

unmarried elderly Social Security recipients rely on Social Se-

curity for at least 90% of their income. In 2015, the average 

monthly benefit was just $1,335.2  

  

On average, an American woman retires at age 62. In 2014, 

40.8% of women who began receiving Social Security retire-

ment benefits filed for them at – not surprisingly – age 62. 

The upside of this decision was that they gained an income 

stream. The downside was that by filing for benefits at 62,  

Continued on next page... 

Bag Lady Syndrome 
You must avoid it. Think about tomorrow, not just today. 
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Protecting Your Parents From Elder Financial Abuse 
How to help your family avoid scams and other fraud. 

We are becoming more familiar with the notion of financial 
abuse targeting elders – scams and other exploitation targeting 
the savings of people aged 60 and older – but many may think, 
“it won’t happen to my family” or “my relative is too smart to be 
taken in by this.”  
 
These assumptions are only wishful thinking; this sort of fraud is 
on the rise, so it’s important to talk to your loved ones about 
what to look for, and how they can protect their finances. 
 
More common than you think. The U.S. Department of Justice’s 
Elder Justice Initiative offers a sobering statistic: in the United 
States alone, multiple studies have found that, every year, 3-5% 
of seniors endures financial abuse by family members. This form 
of exploitation is, typically, one of the top two most frequently 
reported means of elder abuse.1 

 
Talk about money. It can be uncomfortable to talk with family 
about financial issues, but this is often the best first step toward 
guarding against financial abuse. Find out the information you 
would already need to know in the event of a sudden calamity. 
Questions to ask include: where is the important paperwork 
kept - i.e. bills, deeds, and wills? Who are the professionals they 
work with – accountants, lawyers, and those who assist with 
financial matters?2  
 
It’s also important for you to have a clear idea in what sorts of 
accounts and investments your parents or loved ones keep their 
money. You will also want to have a conversation about when 
and under what circumstances they would like for you to step in 
and handle their finances for them.2  
 
Trouble takes many forms. Not all financial trouble that elders 
experience is necessarily a sign of abuse, but having open and 
clear communication can be a great help. Look for unpaid bills 
piling up, creditor notices, and suspicious activity on their bank 
accounts.2 

 

There are a number of scams out there that target the elderly, 
in particular, and many of them come via telephone calls. There 
are scammers who pose as officials from a sweepstakes, lottery, 
or some other contest claiming that your parent or loved one is 
in line to receive a prize. Others will pretend to be from the In-
ternal Revenue Service and threaten legal action over some long
-forgotten overdue balance. The real IRS only sends notices via 
regular mail, of course, but that can be easily forgotten when 
dealing with a wily and confrontational con artist.2 
 
Talk about these scams with your parents or loved ones. Make 
sure that they understand that they shouldn’t give out Medicare 
or Social Security numbers, and always be absolutely certain 
before signing anything, particularly legal documents, contracts, 
and anything to do with making an investment. For the latter, if 
you don’t already know the people who handle your financial 
matters for your parents or loved ones, suggest that a meeting 
be arranged and, if necessary, that they be instructed to work 
with you under certain circumstances.2 

 

Stay informed. There are a number of resources to keep you 
and your parents or loved ones aware of fraud, both in terms of 
new scams and even instances of elder financial abuse in your 
area. StopFraud.gov offers a number of resources and tips for 
identifying and reporting the financial exploitation of elders. The 
AARP website features a Fraud Watch program and offers and 
interactive national fraud map that can look at specific reports 
and alerts from law enforcement.2,3,4   
 
With careful planning and communication, you can make a real 
effort to protect your parents and other elders in your family 
from an embarrassing and costly set of circumstances.  
 
Citations. 
1 – justice.gov/elderjustice/research/prevalence-and-diversity.html [7/14/16] 
2 – nbcnews.com/business/retirement/worried-about-elder-financial-abuse-how-
protect-your-parents-n559151 [4/20/16] 
3 – stopfraud.gov/protect.html [7/14/16] 
4 – action.aarp.org/site/SPageNavigator/FraudMap.html [7/14/16] 

they received a monthly benefit about 30% smaller than the 

one they could have received by first claiming benefits at 66.3 

  

One in four 65-year-old women today will live to be at least 90. 

Can you imagine relying heavily, or solely, on Social Security 

for 20, 25, or 30 years? If you find yourself in such straits, you 

will be consigned to a life of poverty, unless you sell or borrow 

against assets you own to come up with more retirement mon-

ey.3 

 

Social Security cannot be your lone income source in retire-

ment, and, before you retire, you must arrange others. 

What is a chat with a financial professional worth? It may be 

worth a great deal – it may be eye-opening and illuminating 

with regard to your retirement prospects. If you want to see 

where you stand today, what you may want to do to approach 

retirement with confidence and adequate financial resources, 

start there. 
 

Citations. 

1 - 1stock1.com/1stock1_141.htm [6/28/16] 

2 - ssa.gov/news/press/basicfact.html [10/13/15] 
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security-benefits-n407816 [8/11/15]    
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What Are Catch-Up Contributions Really Worth? 
What degree of difference could they make for you in retirement? 

At a certain age, you are allowed to boost your yearly  
retirement account contributions. For example, you can direct 
an extra $1,000 per year into a Roth or traditional IRA starting in 
the year you turn 50.1  
 
Your initial reaction to that may be: “So what? What will an  
extra $1,000 a year in retirement savings really do for me?” 
That reaction is understandable, but consider also that you can 
contribute an extra $6,000 a year to many workplace  
retirement plans starting at age 50. As you likely have both 
types of accounts, the opportunity to save and invest up to 
$7,000 a year more toward your retirement savings effort may 
elicit more enthusiasm.1,2  
   
What could regular catch-up contributions from age 50-65  
potentially do for you? They could result in an extra $1,000 a 
month in retirement income, according to the calculations of 
retirement plan giant Fidelity. To be specific, Fidelity says that 
an employee who contributes $24,000 instead of $18,000  
annually to the typical employer-sponsored plan could see that 
kind of positive impact.2 
 
To put it another way, how would you like an extra $50,000 or 
$100,000 in retirement savings? Making regular catch-up  
contributions might help you bolster your retirement funds by 
that much – or more.  Plugging in some numbers provides a nice 
(albeit hypothetical) illustration.3  
   
Even if you simply make $1,000 additional yearly contributions 
to a Roth or traditional IRA starting in the year you turn 50, 
those accumulated catch-ups will grow and compound to about 
$22,000 when you are 65 if the IRA yields just 4% annually. At 
an 8% annual return, you will be looking at about $30,000 extra 
for retirement. (Besides all this, a $1,000 catch-up contribution 
to a traditional IRA can also reduce your income tax bill by 
$1,000 for that year.)3       
 
If you direct $24,000 a year rather than $18,000 a year into one 
of the common workplace retirement plans starting at age 50, 
the math works out like this: you end up with about $131,000  

in 15 years at a 4% annual return, and $182,000 by age 65 at an 
8% annual return.3       
      
If your financial situation allows you to max out catch-up  
contributions for both types of accounts, the effect may be  
profound indeed. Fifteen years of regular, maximum catch-up 
contributions to both an IRA and a workplace retirement plan 
would generate $153,000 by age 65 at a 4% annual yield, and 
$212,000 at an 8% annual yield.3  
   
The more you earn, the greater your capacity to “catch up.” 
This may not be fair, but it is true.  
 
Fidelity says its overall catch-up contribution participation rate 
is just 8%. The average account balance of employees 50 and 
older making catch-ups was $417,000, compared to $157,000 
for employees who refrained. Vanguard, another major provid-
er of employer-sponsored retirement plans, finds that 42% of 
workers aged 50 and older who earn more than $100,000 per 
year make catch-up contributions to its plans, compared with 
16% of workers on the whole within that demographic.2 
        
Even if you are hard-pressed to make or max out the catch-up 
each year, you may have a spouse who is able to make  
catch-ups. Perhaps one of you can make a full catch-up  
contribution when the other cannot, or perhaps you can make 
partial catch-ups together. In either case, you are still taking 
advantage of the catch-up rules. 
  
Catch-up contributions should not be dismissed. They can be 
crucial if you are just starting to save for retirement in middle 
age or need to rebuild retirement savings at mid-life. Consider 
making them; they may make a significant difference for your 
savings effort.   
 
Citations. 
1 - nasdaq.com/article/retirement-savings-basics-sign-up-for-ira-roth-or-401k-
cm627195 [11/30/15] 
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