
sight and knowledge inform 
investment selection and 
portfolio construction. The 
professional explains the 
subtleties of investment 
classes and how potential 
risk often relates to poten-
tial reward.  
    
Perhaps most importantly, 
the professional helps the 
client get past the “noise” 
and “buzz” of the financial 
markets to see what is really 
important to his or her fi-
nancial life.  
 
The investor gains a new 
level of understanding, a 
context for all the investing 
and saving. The effort to 
build wealth and retire well 
is not merely focused on 
“success,” but also on signif-
icance.  
   
This is the value a financial 
professional brings to the 
table. You cannot quantify it 
in dollar terms, but you can 
certainly appreciate it over 
time. 
 
Citations. 
1 - cnbc.com/2019/07/31/
youre-making-big-financial-
mistakes-and-its-your-brains-
fault.html [7/31/2019] 

What kind of role can a 
financial professional 
play for an investor? The 
answer: a very important 
one. While the value of such 
a relationship is hard to 
quantify, the intangible ben-
efits may be significant and 
long-lasting. 
 
There are certain investors 
who turn to a financial pro-
fessional with one goal in 
mind: the “alpha” objective 
of beating the market, quar-
ter after quarter. Even Wall 
Street money managers fail 
at that task – and they fail 
routinely.  
   
At some point, these inves-
tors realize that their finan-
cial professional has no con-
trol over what happens in 
the market. They come to 
understand the real value of 
the relationship, which is 
about strategy, coaching, 
and understanding.  
    
A good financial profession-
al can help an investor inter-
pret today’s financial cli-
mate, determine objectives, 
and assess progress toward 
those goals. Alone, an inves-
tor may be challenged to do 
any of this effectively. More-
over, an uncoached investor 
may make self-defeating 
decisions. Today’s steady 
stream of instant infor-
mation can prompt emo-
tional behavior and blun-
ders. 
    
No investor is infallible. 
Investors can feel that way 

during a great market year, 
when every decision seems 
to work out well. Overconfi-
dence can set in, and the 
reality that the market has 
occasional bad years can be 
forgotten. 
     
This is when irrational exu-
berance creeps in. A sudden 
Wall Street shock may lead 
an investor to sell low to-
day, buy high tomorrow, 
and attempt to time the 
market.  
  
Market timing may be a 
factor in the following di-
vergence: according to in-
vestment research firm 
DALBAR, U.S. stocks 
gained 10% a year on aver-
age from 1988-2018, yet the 
average equity investor’s 
portfolio returned just 4.1% 
annually in that period.1 
                  
A good financial profes-
sional helps an investor 
commit to staying on 
track. Through subtle or 
overt coaching, the investor 
learns to take short-term 
ups and downs in stride and 
focus on the long term. A 
strategy is put in place, 
based on a defined invest-
ment policy and target asset 
allocations with an eye on 
major financial goals. The 
client’s best interest is para-
mount. 
  
As the investor-professional 
relationship unfolds, the 
investor begins to notice the 
intangible ways the profes-
sional provides value. In-

Why Having a Financial Professional Matters 
A good professional provides important guidance and insight through the years. 
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A Bucket Plan to Go with Your Bucket List 
A way to help you prepare. 

The baby boomers redefined everything 

they touched, from music to marriage to 

parenting and even what “old” means – 

60 is the new 50! Longer, healthier liv-

ing, however, can put greater stress on 

the sustainability of retirement assets. 

 

There is no easy answer to this chal-

lenge, but let’s begin by discussing one 

idea – a bucket approach to building 

your retirement income plan. 

 

The Bucket Strategy can take two forms. 

 

The Expenses Bucket Strategy: 

With this approach, you segment your 

retirement expenses into three buckets: 

 

* Basic Living Expenses – food, rent, 

utilities, etc. 

* Discretionary Expenses – vacations, 

dining out, etc. 

* Legacy Expenses – assets for heirs and 

charities 

 

This strategy pairs appropriate invest-

ments to each bucket. For instance, 

Social Security might be assigned to the 

Basic Living Expenses bucket. If this 

source of income falls short, you might 

consider whether a fixed annuity can 

help fill the gap. With this approach, you 

are attempting to match income sources 

to essential expenses.1 

 

The guarantees of an annuity contract 

depend on the issuing company’s claims-

paying ability. Annuities have contract 

limitations, fees, and charges, including 

account and administrative fees, underly-

ing investment management fees, mortal-

ity and expense fees, and charges for 

optional benefits. Most annuities have 

surrender fees that are usually highest if 

you take out the money in the initial 

years of the annuity contact. Withdrawals 

and income payments are taxed as ordi-

nary income. If a withdrawal is made prior 

to age 59½, a 10% federal income tax 

penalty may apply (unless an exception 

applies). 

 

For the Discretionary Expenses bucket, 

you might consider investing in top-rated 

bonds and large-cap stocks that offer the 

potential for growth and have a long-term 

history of paying a steady dividend. The 

market value of a bond will fluctuate with 

changes in interest rates. As rates fall, the 

value of existing bonds typically drop. If an 

investor sells a bond before maturity, it 

may be worth more or less than the initial 

purchase price. By holding a bond to ma-

turity an investor will receive the interest 

payments due, plus their original principal, 

barring default by the issuer. Investments 

seeking to achieve higher yields also in-

volve a higher degree of risk. Keep in mind 

that the return and principal value of stock 

prices will fluctuate as market conditions 

change. And shares, when sold, may be 

worth more or less than their original 

cost. Dividends on common stock are not 

fixed and can be decreased or eliminated 

on short notice. 

 

Finally, if you have assets you expect to 

pass on, you might position some of them 

in more aggressive investments, such as 

small-cap stocks and international equity. 

Asset allocation is an approach to help 

manage investment risk. Asset allocation 

does not guarantee against investment 

loss. 

 

International investments carry additional 

risks, which include differences in financial 

reporting standards, currency exchange 

rates, political risk unique to a specific 

country, foreign taxes and regulations, and 

the potential for illiquid markets. These 

factors may result in greater share price 

volatility. 

 

The Timeframe Bucket Strategy: This 

approach creates buckets based on differ-

ent timeframes and assigns investments to 

each. For example: 

* 1 to 5 Years: This bucket funds your 

near-term expenses. It may be filled with 

cash and cash alternatives, such as money 

market accounts. Money market funds are 

considered low-risk securities but they are 

not backed by any government institution, 

so it’s possible to lose money. Money held 

in money market funds is not insured or 

guaranteed by the Federal Deposit Insur-

ance Corporation or any other govern-

ment agency. Money market funds seek 

to preserve the value of your invest-

ment at $1.00 a share. However, it is 

possible to lose money by investing in a 

money market fund. Money market 

mutual funds are sold by prospectus. 

Please consider the charges, risks, 

expenses, and investment objectives 

carefully before investing. A prospectus 

containing this and other information 

about the investment company can be 

obtained from your financial profes-

sional. Read it carefully before you 

invest or send money. 

 

* 6 to 10 Years: This bucket is de-

signed to help replenish the funds in 

the 1-to-5-Years bucket. Investments 

might include a diversified, intermedi-

ate, top-rated bond portfolio. Diversifi-

cation is an approach to help manage 

investment risk. It does not eliminate 

the risk of loss if security prices de-

cline. 

* 11 to 20 Years: This bucket may be 

filled with investments such as large-

cap stocks, which offer the potential 

for growth. 

* 21 or More Years: This bucket might 

include longer-term investments, such 

as small-cap and international stocks. 

 

Each bucket is set up to be replenished 

by the next longer-term bucket. This 

approach can offer flexibility to provide 

replenishment at more opportune 

times. For example, if stock prices 

move higher, you might consider re-

plenishing the 6-to-10-Years bucket, 

even though it’s not quite time. 

 

A bucket approach to pursue your 

income needs is not the only way to 

build an income strategy, but it’s one 

strategy to consider as you prepare for 

retirement.  

 
Citations. 
1 - kiplinger.com/article/retirement/T037-C000
-S002-how-to-implement-the-bucket-system-in

-retirement.html [8/30/18] 
 

MARKET PERFORMANCE 

01/01/2019 to 08/31/2019 

 

DJIA ^DJI Up 13.19%  

S&P 500 ^GSPC Up 16.74%   

NASDAQ ^IXIC Up 20.01% 

Russell 2000 ^RUT Up 10.85%  

 

* Index performance does NOT 

include  any fees (Gross of fees)  

 

Source: http//finance.yahoo.com 



Insurance Needs when Married with Children 
Considering coverage for your household. 
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A growing family, by definition, means 

growing financial obligations – both in 

the present and in the future. Raising 

children can increase your insurance 

needs and heightens the urgency for 

being properly prepared. 

 

Auto. When a child becomes a new 

driver, one option is to add the teenag-

er to the parents' policy. You may want 

to discuss with your auto insurer ways 

to reduce the additional premium that 

accompanies a new driver.1 

 

Home. You should periodically review 

your homeowners policy for three pri-

mary reasons. 

 

A growing family generally accumu-

lates increasing amounts of personal 

belongings. Think of each child's toys, 

clothes, electronic equipment, etc. 

Moreover, household income tends to 

rise during this time, which means that 

jewelry, art, and other valuables may 

be among your growing personal as-

sets. 

 

The second reason is that the costs of 

rebuilding – and debris removal – may 

have risen over time, necessitating an 

increase in insurance coverage. 

 

Lastly, with growing wealth, you may 

want to raise liability coverage, or if 

you do not have an umbrella policy, 

consider adding it now. Umbrella in-

surance is designed to help protect 

against the financial risk of personal 

liability. 

 

Health. With your first child, be sure to 

change your health care coverage to a 

family plan. If you and your spouse 

have retained separate plans, you may 

want to evaluate which plan has a bet-

ter cost-benefit profile. Think about 

whether now is the appropriate time to 

consolidate coverage into one plan. 

 

Disability. If your family is likely to 

suffer economically because 

of the loss of one spouse's 

income, then disability 

insurance serves an im-

portant role in replacing 

income that may allow you 

to meet living expenses 

without depleting savings. 

 

Remember, however, the information in 

this material is not intended as tax or 

legal advice. It may not be used for the 

purpose of avoiding any federal tax 

penalties. Please consult a professional 

with legal or tax experience for specific 

information regarding your individual 

situation. 

 

If you already have disability insurance, 

consider increasing the income re-

placement benefit since your income 

and standard of living may now be 

higher than when you bought the poli-

cy. 

 

Life. With children, the amount of fu-

ture financial obligations increases. The 

cost of raising children and funding 

their college education can be expen-

sive. Should one of the spouses die, the 

loss of income might severely limit the 

future quality of life for your surviving 

children and spouse. Not only does 

death eliminate the future income of 

one spouse permanently, but the future 

earning power of the surviving spouse 

might be diminished as single 

parenthood may necessitate fewer 

working hours and turning down pro-

motions. 

 

The amount of life insurance coverage 

needed to fund this potential financial 

loss is predicated on, among other fac-

tors, lifestyle, debts, ages and number 

of children, and anticipated future col-

lege expenses. 

 

Several factors will affect the cost and 

availability of life insurance, including 

age, health, and the type and amount of 

insurance purchased. Life insurance 

policies have expenses, including mor-

tality and other charges. If a policy is 

surrendered prematurely, the policy-

holder also may pay surrender charges 

and have income tax implications. You 

should consider determining whether 

you are insurable before implementing 

a strategy involving life insurance. Any 

guarantees associated with a policy are 

dependent on the ability of the issuing 

insurance company to continue making 

claim payments. 

 

Some couples decide to have one par-

ent stay at home to care for the chil-

dren full time. The economic value of 

the stay-at-home parent is frequently 

overlooked. Should the stay-at-home 

parent die, the surviving parent would 

likely need to pay for a range of house-

hold and childcare services, and po-

tentially, suffer the loss of future in-

come due to the demands of single 

parenthood. 

 

Extended Care. The earlier you con-

sider extended care choices, the bet-

ter. However, the financial demands of 

more immediate priorities, like saving 

for your children's college education or 

your retirement, will take precedence 

if resources are limited. 

 

Citations. 

1 - cars.usnews.com/cars-trucks/car-

insurance/average-cost-of-car-insurance 

[4/12/19]     

We hope you enjoy our newsletter! 

Please e-mail us any topics you would like to see covered  
in future newsletters.  

 
We welcome your referrals and feedback. Please feel free  

to share this newsletter with your family and friends.  



A change in your mindset may drive chang-
es in how you shape your portfolio and the 
investments you choose to fill it. 
 
Let’s examine how this might look at an 
individual level. 
 
Still Believe. During your working years, 
you understood the short-term volatility of 
the stock market, but accepted it for its 
growth potential over longer time periods. 
You’re now in retirement and still believe 
in that concept. In fact, you know stocks 
remain important to your financial strategy 
over a 30-year or more retirement period. 
 
But you’ve also come to understand that 
withdrawals from your investment portfolio 
have the potential to accelerate the deple-
tion of your assets when investment values 
are declining. How you define your risk 
tolerance may not have changed, but you 

understand the new risks introduced by 
retirement. Consequently, it’s not so 
much about managing your exposure 
to stocks but considering new strategies 
that adapt to this new landscape. Keep 
in mind that the return and principal 
value of stock prices will fluctuate as 
market conditions change. And shares, 
when sold, may be worth more or less 
than their original cost. This is a hypo-
thetical example used for illustrative 
purposes only. 
 

During your accumulation years, you may 
have categorized your risk as “conservative,” 
“moderate,” or “aggressive,” and that guid-
ed how your portfolio was built. Maybe you 
concerned yourself with finding the “best-
performing funds,” even though you knew 
past performance does not guarantee future 
results. 
 
What occurs with many retirees is a change 
in mindset – it’s less about finding the 
“best-performing fund” and more about 
consistent performance. It may be less 
about a risk continuum – that stretches 
from conservative to aggressive – and more 
about balancing the objectives of maximiz-
ing your income and sustaining it for a life-
time. 
 
You may even find yourself willing to forgo 
return potential for steady income. 

Shift the Risk. For instance, it may mean 
that you hold more cash than you ever 
did when you were earning a paycheck. It 
also may mean that you consider invest-
ments that shift the risk of market uncer-
tainty to another party, such as an insur-
ance company. Many retirees choose 
annuities for just that reason. 
 
The guarantees of an annuity contract 
depend on the issuing company’s claims-
paying ability. Annuities have contract 
limitations, fees, and charges, including 
account and administrative fees, underly-
ing investment management fees, mortal-
ity and expense fees, and charges for op-
tional benefits. Most annuities have sur-
render fees that are usually highest if you 
take out the money in the initial years of 
the annuity contract. Withdrawals and 
income payments are taxed as ordinary 
income. If a withdrawal is made prior to 
age 59½, a 10% federal income tax pen-
alty may apply (unless an exception ap-
plies).1 

 
The march of time affords us ever-
changing perspectives on life, and that is 
never truer than during retirement. 
 
Citations. 
1  -  f o r b e s . c o m / s i t e s /
forbesfinancecouncil/2019/05/09/understanding-
financial-risk-why-you-shouldnt-just-focus-on-the-
probability-of-success [5/7/19]    
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Your Changing Definition of Risk in Retirement 
Some things to consider. 


