
eRiodicAllY, You SHould reassess your 
portfolio, finding ways to increase 
your comfort level with your stock 
investments.  consider the following 

tips: 

4 Develop a stock investment philosophy.  
Approach investing with a formal plan so 
you can make informed decisions with con-
fidence, knowing you have carefully consid-
ered your options before investing. 

4 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. 

4 monitor your stock investments so you 
unDerstanD the funDamentals of those

stocks.  if you believe you have invested in 
a good company with good long-term 
prospects, you are more likely to hold the 
stock during volatile periods. 

4 review your current asset allocation.  
Revisit your asset allocation strategy, com-
paring your current allocation to your 
desired allocation.  now may be a good  
time to rebalance your portfolio, reallocating 
some of those stock investments to  
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Retirement-Planning Assumptions
o enjoY YouR retirement without finan-
cial worries, make sure you have
enough money saved when you retire.
However, that calculation can be a

daunting task, since a variety of factors affect 
your answer, and inaccurate estimates for any 
factor can leave you with way too little in sav-
ings.  Some of the more significant factors 
include: 

what percentage of your preretirement 
income will you neeD?  You can find various 
rules of thumb indicating you need anywhere 
from 70% to over 100% of your preretirement 
income.  on the surface, it seems like you 
should need less than 100% of your income.  
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alternatives. 

4 Determine how risky your stocks are 
compareD to the overall market.   You can 
do this by reviewing betas for your individ-
ual 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 
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After all, you won’t have any work-related expenses, 
such as clothing, lunch, or commuting costs.  But look 
carefully at your current expenses and how much you 
plan to spend in retirement before deciding how much 
you’ll need. 

when will you retire?  You want to make sure 
your retirement savings and other income sources, such 
as Social Security and pension benefits, will support you 
for what could be a very lengthy retirement.  even 
extending your retirement age by a couple of years can 
significantly affect the ultimate amount you’ll need. 

how long will you live?  Today, the average life 
expectancy of a 65-year-old man is 81 and of a 65- 
year-old woman is 84 (Source: Social Security 
Administration).  Most people look at average life  
expectancies when estimating, but average life 
expectancy means you have a 50% chance of living 
beyond that age and a 50% chance of dying before that 
age.  Since you can’t be sure which will apply to you, 
it’s typically better to assume you’ll live at least a few 
years past that age.   

what long-term rate of return Do you expect to 
earn on investments?  A few years ago, many retire-

ment plans were calculated using fairly high rates of 
return.  Those high returns don’t look so assured now.  
At a minimum, make sure your expectations are based 
on average returns over a very long period.  You might 
even want to be more conservative, assuming a rate of 
return lower than long-term averages suggest.  even a 
small difference in your estimated and actual rate of 
return can make a big difference in your savings. 

have you consiDereD inflation?  even modest lev-
els of inflation can significantly impact the purchasing 
power of your money over long time periods.  For 
instance, after 30 years of just 2% inflation, your portfo-
lio’s purchasing power will decline by 45%.  When  
estimating an inflation figure, don’t just look at the his-
torically low inflation rates of the recent past.  Also con-
sider long-term inflation rates, since your retirement 
could last for decades. 

what tax rate Do you expect to pay During  
retirement?  especially if you save significant amounts 
in tax-deferred investments that will be taxable when 
withdrawn, your tax rate can significantly affect the 
amount you’ll have available for spending.  You may 
find your tax rate is the same or higher after retirement. 

once you’ve estimated these factors, you can calcu-
late how much you’ll need for retirement.  Please call if 
you’d like help with this calculation.     444

Emotional Issues That Prevent Estate Planning

MAnY PeoPle HAve a difficult time planning 
their estate. There are many issues that must 
be faced to prepare a will or a trust; for 

some, these issues can become emotional hurdles. You 
need to acknowledge these emotions and accept that 
this is just part of the process.  

facing mortality — death is not something any-
one wants to talk about, but it is inevitable. Some are 
so superstitious they feel even saying the word death 
might cause it to happen. There really isn’t a solution 
to your fears, but you can at least be reassured that by 
developing a plan, you will be taking care of your 
loved ones. 

not being in control — Many think of estate 
planning as relinquishing control of their assets, when 
it is actually quite the opposite. developing a will or a 
trust will ensure your assets will be handled exactly 
the way you want. There are approaches to developing 
an estate plan in which you can maintain control while 

protecting your assets.   

family Decisions — depending on your family’s 
situation, there are many decisions to be made that can 
cause family friction. Who should be the executor? 
What should you leave each family member? Who is 
best suited to take over the family business? does one 
child need more financial help than others? Should all 
your children be treated equally? 

These are difficult issues, but keep in mind if you 
don’t make them, you could leave your family with a 
mess to deal with and the potential that your family 
could be torn apart by arguing over your estate. 

costs — costs to develop an estate plan will vary 
depending on your family’s situation. Think of your 
estate plan as a gift to your family and peace of mind 
for you that your final wishes will be carried out. 
Make sure you have a full understanding of the costs 
before proceeding with the development of the plan.     
444
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the movements of a particular stock, a pattern devel-
ops that gauges the 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.  if your stock 
portfolio is riskier than you realized, you can take 
steps to reduce that risk by reallocating. 

4 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 tax-advantaged accounts.  You’ll have to pay 
at least 15% capital gains taxes (0% if you are in the 
10% or 12% tax bracket) 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 down-
turn in the market. 

4 consiDer selling stocks if you have short-term 
cash neeDs.  if you are counting on your stock 
investments for short-term cash needs, such as to 
supplement your retirement income in the next cou-
ple years or pay for your child’s college education, 
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. 

Take Time to Reassess 
Continued from page 1

Why Tax Planning Matters

W Hen PeoPle neglecT to plan for taxes over the 
course of their lifetimes, they typically end 
up paying more than necessary. Taking the 

time and effort to plan for taxes can help in these areas: 

short term — Making a tax plan at the beginning 
of the year can help lower your tax bill by ensuring that 
you are taking advantage of as many tax strategies as 
possible. The best way to make sure you haven’t missed 
anything is by going over your tax situation and strate-
gies with an accountant or advisor. 

long term — Most people do not make enough 
money in a single year to fund their long-term goals, 
like paying for their children’s college, purchasing a 
house, or paying off all of their student loan debt. 
Therefore, some long-term tax planning is in order. 
overall, the more you save on taxes, the more you have 
to put toward your financial goals. 

retirement — As you plan for your retirement and 
continue to contribute to your 401(k) plan or iRA, it is 

4 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. 

4 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 dif-
ferent market cycles, can help manage the effects of 
market fluctuations. 

Please call if you’d like help implementing strate-
gies to keep you comfortable with your stock holdings.     
444

helpful to know that the amount you contribute can 
be deducted from your taxes. even if you utilize a 
Roth iRA and cannot deduct the contributions today, 
you can access those funds tax-free in retirement. it 
takes a lot of money and careful planning to retire 
comfortably, and a tax plan is an essential part of the 
process. 

legacy — When you think about what you hope 
to leave behind for your heirs or your favorite chari-
ty, you might not initially consider the tax ramifica-
tions. consider setting up part of your estate plan in 
a Roth iRA so your children can draw tax-free 
income from the account. You can also take advan-
tage of the annual gift tax exclusion by transferring 
funds to your heirs while you are still alive. donor-
advised funds, life insurance, and various types of 
trusts can all offer other solutions to the tax aspect of 
your legacy.     444 
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4-Year Summary of Dow Jones

Industrial Average, 3-Month T-Bill &
20-Year Treasury Bond Yield

September 2015 to August 2019
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Sources:  Barron’s, Wall Street Journal

Month End % Change
 Aug 19        Jul 19      Jun 19      YTD   12-Mon.

Dow Jones Ind.          26403.28       26864.27    26599.96       13.2%     1.7%
S&P 500                        2926.46         2980.38      2941.76       16.7        0.9
Nasdaq Comp.            7962.88         8175.42      8006.24       20.0       -1.8
Wilshire 5000             29971.50       30653.00    30243.83       16.5       -0.7
Gold                              1528.40         1427.55      1409.00       19.3      27.1
Silver                                 18.39             16.41          15.32       18.6      26.5
                                                                                                 Dec 18 Aug 18
Prime rate                          5.25               5.50            5.50         5.50      5.00
Money market rate           0.72               0.66            0.69         0.56      0.45
3-month T-bill rate            1.95               2.07            2.09         2.47      2.08
20-yr. T-bond rate             1.86               2.37            2.34         3.03      2.91
Dow Jones Corp.               2.86               3.21            3.22         4.40      3.84
Bond Buyer Muni             3.53               3.67            3.70         4.08      4.02
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.

Market Data

Your 401(k) Plan after Changing Jobs
THeRe ARe A lot of emotions and moving parts to consider 

when you leave a job, no matter what is driving the move. But it 
is important to remember that your 401(k) plan from your for-
mer employer will continue to require your attention. While you 
can certainly hold more than one 401(k) plan, there are some fac-
tors to consider when it comes to deciding whether to maintain 
separate accounts or roll your assets into a single account. 
4 it is more Difficult to execute saving strategies like 

asset allocation across multiple accounts. one of the 
most crucial components of your financial plan is your 
asset allocation strategy, which should match your need for 
performance to your risk tolerance. When your portfolio is 
spread out over more than two accounts, it’s more difficult 
to monitor your asset allocation strategy. 

4 it can be harD to track when plans change proviDers. 
Plan sponsors (employers) often change 401(k) plan 
providers as they try to maximize service and minimize 
administrative expenses. When the provider changes, this 
usually means a change in the plan’s fund choices. if you 
are not paying attention during the transition, your funds 
could be automatically placed by the new provider. 

obviously, the more accounts you have to pay attention to, 
the more likely it is something will slip through the cracks. 

4 rebalancing your portfolio is more complicateD with 
multiple accounts. Rebalancing involves restoring your 
portfolio to its planned asset allocation proportions by sell-
ing off some investments that are performing well and 
reinvesting the proceeds in your underperforming invest-
ments. The more investments you have in various places, 
the more transactions you’ll have to plan and execute. 

4 assessing the performance of your investment choices is 
harDer when Dealing with more than one account. 
Monitoring your assets and making sure they are performing 
well compared to the market can seem like a full-time job, 
especially when they are spread out over multiple accounts. 

4 more accounts coulD equal more expenses. Because 
401(k) plan providers charge fees that directly affect the 
returns your portfolio generates, it is important to know 
exactly what each of your plan’s provider charges.  

if you have accounts at more than one employer, you 
might benefit from a professional analysis of the pluses and 
minuses of keeping them.    444
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