
O Make SuRe your retirement isn’t 
derailed, consider these tips: 

1. Start saving now. Because of the 
power of compounding, starting to save 

for retirement just a few years earlier can make a 
huge difference.  

For example, a 30-year-old puts $400 per month 
into a tax-deferred retirement plan (like a 401(k) 
plan), which generates $1,015 per month in retire-
ment income for 30 years beginning at age 65. For 
the 35 years that the individual is saving (from age 
30 to 65), she will have contributed $168,000 to the 
account. a 45-year-old makes the same amount in 
total contributions ($168,000 at a rate of $700 per 
month) to the same retirement account. even though 
she has contributed the same dollar amount, because 
her savings compounded for 15 fewer years, she has 
about 20% less during retirement (Source: 
ameriprise Retirement Calculator). 

2. Save now to spend later. This is where it’s 
critical to make a budget for current expenditures, a 
retirement budget, and a plan for how to make 
retirement work. That plan may involve trimming 
current expenditures, scaling back retirement expec-
tations, or both.  

3. Prepare a retirement plan. unless you plan to 
work until the day you die, a retirement plan should 
be an integral part of your overall financial plan — 
and no matter what your circumstances, a financial 
plan is a very important way to decrease the likeli-
hood that your life plans will be derailed by unex-
pected circumstances that inevitably arise.  
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Watch Out for These Retirement Derailers

Leaving a Legacy
any OF uS want to do our part to leave the 
world a better place. Below are five differ-
ent ways you can leave a financial legacy.  

1. Give gifts in your lifetime. If you 
have the financial freedom to do so, making financial 
gifts while you are still alive is a great way to leave a 
legacy. Money you donate to qualified charitable or-
ganizations can be deducted from your taxes, saving 
you money while also helping you support a good 
cause. If you want to leave a family legacy, consider 
giving gifts to loved ones while you are living, like 
helping pay for your grandchild’s college education. 
Just make sure you’re aware of annual limits on what 
you can give to individuals without triggering gift 
tax ($15,000 per person in 2021).  

2. Make a bequest in a will. Many people use 
their will to make philanthropic bequests, leaving 
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Think seriously about things you might want to 
spend money on before or during retirement — like 
helping out grown children or grandchildren — and 
then build that into your retirement plan. Obviously, 
unexpected circumstances do arise, but if you can 
anticipate that your children or grandchildren might 
need help and you are willing to help them, put that 
into your financial plan. 

4. Review the implications of taking Social 
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funds to their favorite charity, alma mater, or church. For peo-
ple who have money to give, recognizing an organization in 
their will is a relatively easy way to leave a legacy. Bequests in 
a will don’t require any additional planning and are exempt 
from estate tax, provided the recipient is a qualified charitable 
organization. However, if you plan to make a substantial be-
quest to a charity, you may want to inform them of your plans 
in advance. This is particularly important if you plan to donate 
physical property, like real estate or artwork, as not all charities 
will want or be able to accept such donations, or if you plan to 
place restrictions on how the gift is used.  

3. Create a charitable remainder trust. If you would like 
to make a substantial gift to a charity but also want to provide 
for your heirs or continue to receive income during your life-
time, a charitable remainder trust (CRT) may be an option. 
Here’s how it works: you transfer property to the trust (and get 
a tax deduction at the time of the transfer), and you or your 
heirs receive income from the trust for a specified period of 
time. Then, when that period ends, the remaining assets go to 
the charity of your choice. a word of caution: CRTs are irrevo-
cable, which means once you’ve made this decision, you can’t 
reverse it.  

4. Set up a donor-advised fund. know that you want to 
leave money to a charity, but not ready to hand it over just yet? 
Consider setting up a donor-advised fund. a donor-advised 
fund allows you to make contributions to a fund that is ear-
marked for charity and claim the associated tax deduction in 
the year you contribute the funds. you continue to make more 
contributions to the fund, which are invested and grow free of 
tax. Then, when you are ready, you can choose a charity to re-

ceive all or some of the accumulated assets. It’s a great way to 
earmark funds for charity now while also accumulating a more 
substantial amount of money to leave as a legacy.  

5. Fund a scholarship. endowing a scholarship is a great 
way to make a difference in the life of a talented student. 
Here’s how it typically works: you give a certain amount of 
money to the school of your choice, which earmarks it to fund 
scholarships, often for certain types of students (e.g., female 
math majors, former foster children, or people suffering from a 
certain disease). Other scholarships are established through 
community foundations. a seed gift of $25,000 or $50,000 may 
be enough to get started. Be aware, however, that while you 
may be able to have a say in selection criteria for the scholar-
ship, there’s a good chance you won’t be able to select the  
recipient yourself. If you want to do that, you’ll need to distrib-
ute the money in another way, perhaps by setting up your own 
nonprofit organization.  

6. Start a foundation. Starting a family foundation is ap-
pealing to many, especially those who like the idea of having 
greater control over how their money is used as well as the 
prestige that comes with running a foundation. Well-managed 
private foundations can also endure for many generations after 
you’re gone. But you’ll need substantial assets to make setting 
up a foundation worth it. Plus, foundations are complicated 
and expensive to set up and administer. But, if you are commit-
ted to the idea of giving back, and especially if you want to 
keep the entire family involved in giving (a concern for many 
wealthy families), a private foundation could be the way to go. 

Curious about steps you can take to leave a meaningful 
legacy? Please call to discuss this topic in more detail.     444 
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Security benefits before reaching full retirement age. For 
people who were near retirement age who lost their jobs when 
the Great Recession hit, taking Social Security at age 62 proba-
bly seemed like a far better idea than trying to get a new job. 
But it’s important to understand that while the government 
will let you start taking benefits at age 62, it will penalize you 
for it: for an individual born in 1960 or later who retires at age 
62 instead of age 67 (full retirement age), his/her monthly ben-
efits will be reduced by 30%. 

5. Have a candid conversation with your parents or other 
family members whom you might be caring for in old age. 
Talk about how they’ll want to be cared for and the means 
they have to pay for such care. urge them to consider long-
term-care insurance, which can greatly ease the financial bur-
den of paying for their care. 

If you have already been impacted by a retirement derail-
er — or any other circumstance that has impacted your retire-
ment plans — here are five ways you can get back on track: 

1. Take advantage of catch-up provisions. If you are 50 or 
older, you can contribute more tax-deferred income to a 401(k) 
or IRa (these are so-called “catch-up contributions”). In 2021, 
you can contribute $6,500 more to a 401(k) or 403(b) plan and 
$1,000 more to an IRa. 

2. See where you can trim expenses to save more. 
Boosting your savings to get back on track for retirement 
might be easier than you think: most of us spend more than 
we realize on discretionary categories like meals out, clothing, 
travel, and other personal expenditures. Take a hard look at 
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The Need for an IRA

even IF yOu have a retirement plan at work,  it may not be 
enough to provide the retirement you had in mind.  
Thus, you may also want to contribute to an individual 

retirement account (IRa) for some or all of the following rea-
sons: 
4 You’ll probably need the additional funds for retirement.  

even with Social Security and pension or 401(k) benefits, 
you’ll probably need other savings to fund your retirement.  
There are a variety of ways to save, but an IRa can be a 
good alternative for retirement. 

4 You’ll lower your taxes.  you can lower your taxes current-
ly by contributing to a traditional deductible IRa or in the 
future by contributing to a Roth IRa.  With a traditional 
deductible IRa, you receive a tax deduction on your cur-
rent year income tax return.  When you withdraw the funds 
in the future, you’ll owe ordinary income taxes on the con-

your budget and see where you can cut back — even $100 per 
month can make a difference in your retirement savings. 

3. Evaluate your investment choices. Review your cur-
rent asset allocation. Many individuals close to retirement pull 
money out of the stock market, missing out on significant 
investment opportunities. That said, you want to ensure that 
your asset allocation is appropriate (not too heavy in equities) 
given your age and target retirement date. 

4. Reevaluate your retirement lifestyle. Most financial 
advisors recommend that you be able to replace at least 70% 
of your preretirement income during retirement. So if you 
planned to spend 85% of your current income in retirement, 
you might be able to scale back and still retire comfortably. 

5. Work longer. When Social Security was created in 1935, 
the average american 65-year-old man could expect to live to 
age 78 and the average american woman to 80. Today, the 
average american 65-year-old man can expect to live to 84.3 
and the average american 65-year-old woman to 86.6 (Source: 
Social Security administration, 2020). In that context, working 
five more years might not be such a sacrifice — and it can 
make a big difference in the retirement lifestyle that you can 
afford. For a 60-year-old who has a retirement account balance 
of $250,000 today and contributes $2,000 a year, pushing 
retirement back from age 65 to age 70 would yield an addi-
tional $158,410 in total savings (not counting Social Security) 
— adding $300 per month to the individual’s retirement 
income. 

no matter where you’re at on the path to retirement, or 
whether you’ve been derailed or not, please call to discuss 
this in more detail.     444 

tributions and earnings.  With a Roth IRa, you don’t 
receive a current year tax deduction, but qualified dis-
tributions are withdrawn without paying any federal 
income taxes. 

4 You’re more likely to use the funds for retirement.  If 
you save in a taxable account, it’s easy to use the funds 
for other purposes.  However, the government discour-
ages the use of IRa funds for other purposes by assess-
ing a 10% federal income tax penalty when funds are 
withdrawn before age 59½ (except in certain limited cir-
cumstances).  That makes it more difficult to withdraw 
the funds and more likely they’ll stay in the IRa. 

4 You have a wide variety of investing options.  With a 
401(k) plan, you typically have a limited number of 
investment options.  However, with an IRa, you can 
invest in a wide variety of investments.     444
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4-Year Summary of Dow Jones

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

September 2017 to August 2021
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Dow Jones Industrial Average

3-Month T-Bill

20-Year Treasury Bond

2018           2019           2020           2021
Sources:  Barron’s, Wall Street Journal

Month End % Change
Aug 21        Jul 21        Jun 21       YTD    12 Mon.

Dow Jones Ind.          35360.73       34935.47    34502.51       15.5%   24.4%
S&P 500                        4522.68         4395.26      4297.50       20.4      29.2
Nasdaq Comp.          15259.24       14672.68    14503.95       18.4      29.6
Wilshire 5000             46882.41       45637.19    44904.32       19.5      31.5
Gold                              1814.85         1825.75      1763.15        -3.9       -7.9
Silver                                 23.91             25.58          25.99        -9.1     -14.9
                                                                                                 Dec 20 Aug 20
Prime rate                          3.25               3.25            3.25         3.25      3.25
Money market rate           0.08               0.08            0.08         0.20      0.23
3-month T-bill rate            0.05               0.05            0.05         0.10      0.10
20-yr. T-bond rate             1.85               1.81            2.06         1.45      1.26
Dow Jones Corp.               2.25               2.14            2.29         1.93      2.22
Bond Buyer Muni             3.42               3.37            3.42         3.46      3.56
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.

Market Data

How Employer 401(k) Matching Works

a ll eMPlOyeRS aRe required to adhere to 401(k) contributions 
limits and withdrawal regulations determined by the 
employee Retirement Income Security act (eRISa). However, 

when it comes to matching employee contributions, the sponsoring 
employer determines the specific terms. 

Matching Formulas. employers use many different formulas to 
determine matching contributions, but most match employee contribu-
tions up to a percentage of the employee’s annual income. However, 
some employers may not consider income at all and match a certain 
dollar amount of an employee’s contribution. 

How Matching Works. let’s assume your employer matches 
100% of your annual contributions up to a maximum of 3% of your 
annual income. If you earn $60,000, the total potential match you can 
receive is $1,800. To receive the match, you must also contribute $1,800.  

Partial matching seems to be a more common matching formula. 
let’s assume your employer matches 50% of your contribution up to 
6% of your salary. If your earnings are $60,000, you would have to con-
tribute $3,600 to receive the employer’s maximum match of $1,800. 
With this formula, you will need to contribute twice as much to receive 
the full employer match. 

under dollar amount matching, you must contribute that same 

amount to receive the match. Regardless of your income, if your 
employer matches up to $5,000 of your contributions, you must also 
contribute $5,000 to receive the benefit.  

Contribution Limits. all contributions to your 401(k) plan, 
whether they come from you or your employer, must adhere to the 
Internal Revenue Service contribution limits. The total contribution 
limit in 2021 is $19,500. If you are over 50, you may make additional 
catch-up contributions up to $6,500, if permitted by your 401(k) plan. 

Vesting. The vesting schedule determines the percentage of own-
ership you have in your employer’s contributions based on how many 
years you’ve been employed with the company. For example, if your 
employer requires five years to be fully vested, you may lose all or 
some of the contributions the employer made if you were to leave or 
be terminated from the company. any contributions you make to the 
account will always be yours with no forfeiture if you leave the com-
pany.     444
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