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Mutual Fund Decisions
Help Me If You Can
f choosing mutual
,---
funds for your portfolio A
)I
has got you feeling
down, taking a strategic
approach might help.

X

Get Your Feet Back
on the Ground
Before you select a fund,
consider the role you
want it to play in your
portfolio. A fund that
offers the potential for
growth will be different
from a fund that provides
income.

Not Just Anybody
The funds you include in
your portfolio should have
the same investing objec
tives you have and use
appropriate strategies for
your risk tolerance and
time frame. You and your
fmancial professional
should compare the fund's
returns over several years
with those of a benchmark
index to see how the fund

has performed in different
market environments.

You Know I Need
Someone
In an actively managed
fund - one that doesn't
mirror an index - the
manager can have an
impact on the fund's
success. Check a fund
manager's track record
before buying.



Now I Find I've

Changed My Mind
The ftmd's turnover ratio 
how long stocks remain in
its portfolio - is another
consideration. Frequent
trading typically results
in higher expenses and
potentially lower after-tax
returns. Your fmancial
professional can help
you choose funds w:lth
reasonable costs.
You should consider the
jimd's investment objec
tives, charges, eApenses,
and risks carejiilly before
you invest. Th.ejimd's
prospectus, which can be
obtained from your financial
representative, contains this
and other information about
the ftmd. Read the prospec
tus carefully before you
invest or send money.
Shares. when redeemed,
may be worth more or less
than their original cost.

Losers to
Winners
Want to give someone a gift
that might be worth more in
the fulure than it is today?
Making a gift of stock that has
lost value can be a \\'inning
idea if you believe the slock
has the potential to appreciate.
You can make annual gifts of
up to $14,000* per recipient to
as many people as you wish
\vithout federal gift-tax conse
quences, Lower stock values
allow you lo give away more
shares before you reach the
limit. Giving stock when the
price is down means the recip
ient wiJ! have more shares to
benefit from a potential rise in
lhe stock's price.
Since a gift isn't considered
income. your loved one won't
owe income tax on the shares,
The recipient would potentially
owe capital gains taxes when
shares are sold, .;.
• For 2014: 2015 amOWl( had not been
announced at press time: amount i.s
adjusted periodically Jar iriflation.

Financial Innovations, LLC and NPI are unrelated companies.
This is an advertisement prepared by NPI. Articles are not written or produced by the nam~d
representative.
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Surprise!

T

here may be charges
on your credit card
statement that you
didn't know about. If you're
not reviewing your statement
each month - even if you
believe your account has a
zero balance - you could
be charged for items or
services you weren't a"vare
of or don't want.

Card fees. Balance transfers,
cash advances, foreign trans
actions, and late payments
typically incur additional
charges.

Add-ons. Services, such as
credit monitoring or payment
protection, are often offered
over the phone. If you've
recently spoken with a card
issuer, make sure you haven't
inadvertently signed up for
services you don't want.
Subscriptions. Trial sub
sCriptions may au tomatically
renew and be charged to
your card if you don't cancel
lh m in time or your cancel
lation isn't properly recorded.

Protect yourself by checking
your statement each month.
If YOLl find charges that don't
belong, contact the vendor.
If the charges still appear,
you can file a formal dispute
through your card issuer.

Immediate An nuity: Income for Life

N

ot having enough
money to fund
retirement is many
retirees' worst nightmare.
If it's yours, using a portion
of your savings to purchase
an immediate annuity might
be the answer. With an
immediate annuity, you
pay the provider a lump
sum of cash in return for
guaranteed income pay
ments over your lifetime
or for a number of years.

The Upside
Monthly payments begin
soon after purchase and
generally remain the same
regardless of how the mar
kets are performing. Imme
diate annuities are relatively
low risk as long as the issu
ing company is fmancially
sound. You can check the
issuer's credit rating with
a rating agency, such as
A. M. Best or Moody's.

The Downsides
Purchasing an immediate
annuity means you won't
have access to the money
in an emergency. If you die

soon after purchase, the
money you invested typi
cally stays with the issuer.
Income from an annuity
with fixed payouts may be
eroded by inflation. And
since an annuity ends
with your death, your heirS
generally won't benefit.

Not Rjght for Everyone
A large nest egg, suffiCient

income from Social Security
and a pension, and poor
health are all reasons to
forgo buying an immediate
annuity.
An annuity may impose
charges, including, but not

limited to, surrender charges.
mortality and expense risk
charges, administrative fi es,
underlying fimd expenses.
andJeature charges that
can reduce the value oj your
account and the return on
your investment. You will
have to pay Jederal income
tax on any eamings you
withdraw from the annuity
during retirement or beJore.
Payments and guarantees
ares ubject to the claims
paying ability oj the issuing
insurance company and
the underlying investment
options are subject to market
risk and may lose value.

Is a Review in Order?

R

eviewing your estate
documents periodi
cally is the best way
to stay on top of changes in
your personal and financial
circumstances that might
affect your estate plan.
Consider a review if:
• Your family situation has
changed due to marriage,
divorce, births , adoptions.
or deaths.
• You've received an inheri
tance or other windfall.
• You want or need to
change a benefiCiary, guard
ian, personal representative/

executor, or trustee or name
a different person to man
age your affairs under a
durable power of attorney.
• New federal or state tax
legislation that may affect
your estate plan has been
enacted.
• You want to update
advance directives, su h
as a living will and durable
power oj attorney Jor health
care (or health care proxy).
to reflect your current
thinking. A living will states
your wishes regarding life
sustaining treatment. while

a durable power of attorney
for health care authorizes
someone to make medical
decisions for you if you're
incapacitated .
• You have new charitable
goals or wish to direct addi
tional assets to charitable
organizations and causes .
• You haven't reviewed your
estate planning documents
recently.
Reviewing your estate
planning documents can
help you determine if any
changes to your strategies
are needed.

Where Do You Stand This Year?

H

ere's a tiddle for you: What should you look
at once a year even though it may change
daily? If you said net worth. you're tight on the
money. Your net worth is constantly in flux. Assessing
your finances at approximately the same time each
year can show you how you're doing and serve as a
valuable planning tool.

Net Worth Defined
Net worth is the value of all your assets after you sub
tract your liabilities. Put another way, net worth is
what you own minus what you owe. Your assets might
consist of your home and other property, investments,
ca h, jewelry, and similar items. Your liabilities might
include your mortgage and other loans. credit card
debt, etc.

Why It Changes
Net worth changes for a vatiety of reasons. Investment
performance, fluctuating real estate values, increased or
decreased debt. and changes in saving and spending
patterns are some of the factors that can affect your

Current Value

Certificates of Deposit. hecking, Savings,
Money Markel Accounts. and Other ash $ _ __ _

net worth. For example. depositing your tax refimd in
a savin -s account will increase your net worth, while
withdrallving savings to pay for a vacation will cause
your net worth to go down.

Why Bother?
If your net worth is always changing. why should
you take time to figure it out each year? Regularly
estimating your net worth can show you whether
you're making progress toward your goals. holdin)
steady, or fallino behind. If your fmances are not
where you want them to be. you'll be able to work
on a plan to improve your financial outlook.
What You Can Do
Increa ing yom net worth can be an attainable goal
once you come up with a practical strategy for adding
to your savings and investments and paying down your
debt. Your financial professional can help. Get started
by estimating your current net worth using the work
sheet on this page.

Liabilities

Mortgage(s)

$_ _ _

Home Equity Loan (s)

Slocks. Bonds, and Mutual Funds

Other R al Estate Debt

Mortgages and Other Debts Owed to You

Auto Loan(s)
Education Loan(s)

Employer-sponsored Retirement Plan

Personal Loan( )

Individual Retiremenl A counts

Credit Card Debt

Personal R 5idence

Pension Plan Loan( )

Vacation Home/Time Shar
Business or partnership Interests

Other (alimony/ child
support payabI ,
outstanding bills, etc.)

+ _ _ __

Life Insurance

TOTALLMBllJTffiS

$ _ __

Automobiles and Recreational Vehicles

TOTAL ASSETS

$ _ __

Other Real Estate

- TOTAL LMBILITms

Collectibles

=NET WORTH

(_

_

_

$ _ __

Other (furniture. personal belongings, etc.) + _ _ __
TOTAL ASSETS

fR2014-O'J26-OO1 71E

$ _ __
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A Spring (Tax)
Break

P

aying for co, llege can be
difficult. The American
Opportunity Tax Credit
makes it a little easier.

The American Opportunity
Tax Credit is designed to
help taxpayers who are pay
ing for the frrst four years
of qualifYing undergraduate
education. Credit -eligible
expenses include tuition and
fees required for enrollment
or attendance, as well as
required course materials,
such as books and lab
supplies.
The maximum credit is
$2.500 on the first $4,000 of
qualifying expenses, broken
out as follows: 100% of the
fIrst $2.000 of e1l,"penses;
25% of the next $2,000 of
expenses. Up to 40% of the
credit is potentially refund
able, which means that up
to $1.000 of the credit can
be refunded to you even if
your tax liability is zero.
The credit is gradually
phased out for single filers
with income from $80,000
to $90,000 and joint fIlers
with income from $160,000
to $180.000.

REITs - A Foot in the Real Estate Market

li

f investing in real estate
appeals to you, a real
estate investment trust,
or REIT,' may be an option
to consider. RElTs typically
consist of a portfolio of real
estate properties or mort
gage loans. They offer many
of the benefits of owning
real estate without any of
the downSides of property
ownership.

Shares of many RElTs are
traded on major securities
exchanges, providing liquid
ity that wouldn't be possible
from owning physical real
estate.

REIT Options
Although RElTs are diverse,
they generally fall into one

The REIT
Advantage
A REIT is a com
pany that owns
and operates
income
producing
real estate,
including
apartments,
shopping
centers, hotels,
offices, and
warehouses, or
one that is engaged
in financing real estate.
As the owner of RElT
shares, you're entitled to
a portion of the earnings
generated by the REITs
holdings. REITs must
distribute at least 90% of
their income to sharehold
ers annually, potentially
creating a steady source
of income for investors.

in mortgages or mortgage
backed securities. Equity
REITs account for the
majority of the REIT
market.

Invest - Why
Should You?
Owning RElT shares may
add another layer of diversi
fication 2 to your portfOlio.
Before you consider invest
ing, review the REITs
prospectus and annual
report, consider the
management team's
expertence, and talk
to your financial
professional.
REITs involve
risks such as
refinancing, eco
nomic conditions
in the real estate
industry, changes
in property values.
dependency on real
estate management, and
other risks associated with
a portfolio that concentrates
its investments in one sector
or geographic region .
I

of two broad categories.
Equity REITs invest in
property and derive most
of their revenue from rents.
Mortgage REITs receive
revenue primarily from
lending money to real estate
owners and operators or
through their investments

Diversification does not
ensure a profit or protect
against loss in a decUning
market.

2

The Dow Versus the S&P

W

ant to lrnow how
the stock market
did today? Check
the closing values for the
Dow Jones Industrial Aver
age (DJlA) and the Standard
& Poor's 500 (S&P 500)
Index. Both are considered
benchmarks for U.S. large
cap stocks and indicators
of stock mark t movement
in general. But they're really
quite different.

The DJIA includes 30 of
the largest U.S. companies
in a variety of industries,
excluding uWities and
transportation. Each stock's
weight in the average is
based on its share price.
Changes to the companies
that make up the index are
relatively infrequent.

The S&P 500 includes

followed U.S. companies
from a variety of industries,
such as energy, technology,
health care, and finance.
Companies ,vith the largest
market caps are given the
most weight. Companies
may be added or replaced
as market conditions
change. The S&P represents
a broader share of the
market than the DJlA, -~

500 widely held and widely

==~~~======~==~~=.~ "======~============~==
FR10I4-O'Ilr.-OOI7/E

C C;

Your 401(k) Breadcrumb Trail

F

eeling a little like
Hansel and Gretel
about your retirement
accounts? Working for mul
tiple employers during your
career can leave a trail of
401 (k) plans strewn along
the path to your current
job. But with a little effort,
you can fmd them and
bring them home.

Where Do I Start?
If you have a large balance
in a former employer's
plan, you probably haven't
forgotten about it. But it
can be easy to forget about
accounts with low balances.
To track down an account
you left behind when you
changed jobs, contact your
former employer. The
human resources depart
ment or the plan's service
provider should be able to
assist you.

worked for no longer exists,
the Pension Benefit Guar
anty Corporation (www.
pbgc.gou) may be able to
help you locate the plan.
Another resource is the
National Registry of
Unclaimed Retirement
Benefits (www.uncLaimed
retirementbenefits. com) ,
a nationwide database
that helps employees and
employers fmd abandoned
or forgotten employee
retirement accounts.

former employer's plan, you
can roll your old account
balances into your current
401 (k) plan account.
Another option is to roll the
money into an individual
retirement account. Trans
ferring the money llirough a
direct rollover avoids posSi
ble taxes and penalties.
Rollovers aren't always
available or appropriate,
so consult your advisors
for gUidance. 

Once You Find Them
If your current employer
allows transfers from a

Once you enroll in Medicare.
you won't be eligible to con
tribute to an HSA. So if
you're relatively healthy now
or pay current out-of-pocket
costs from other sources,
your HSA savings potentially
could grow into a tidy urn
to use for future health care
expenses.

If human resources can't
help or if the company you

An Unwanted Windfall

may b, thinking,
Who doesn't want
more money? But
sometimes there are valid
reasons for refusing an
inheritance. If you already
have considerable assets of
your own, you might con
sider "disclaiming" all or a
portion of an inheritance or
even a specific asset (or
assets) that you don't want
or need.

When You Disclaim
Refusing an inheritance
allows the assets you dis
claim to pass to someone
else. For tax purposes, the
assets will be treated as
though they had never been
transferred to you. Qualified

A;

ealth savings
account (HSA) allows
, dividuals covered
under a high-deductible
health plan to set aside
money in a tax-deferred
investment account to cover
medical expenses that aren't
covered by insurance. For
2015, individuals and fami
lies can make tax-deductible
contributions of up to $3,350
and $6,650, respectively. to
an HSA. Individuals age 55
or older can make catch-up
contributions of up to $1.000.

Down the Road

plan B

y ou

HSAs 
Medical and
More

disclaimers can be used to
pass assets to a contingent
beneficiary of a life insur
ance policy, to allow a spe
cific asset to pass to another
heir, or for other reasons.
You won't be able to choose
the reCipient of the dis
claimed assets. They will
pass to the individual who
would have been entitled
to them under the will or
applicable state law had you
predeceased the decedent.

The Rules
You must meet specific tax
law requirements to dis
claim the assets. A "quali
fied" disclaimer must be:
. In writing

• Irrevocable and delivered
to the executor or another
person holding legal title
to the assets, generally
within nine months of the
decedent's death
• Executed before you
receive the inheritance or
any of its benefits
The asset(s) also must pass
without any direction on
your part.

Ask for Help
Disclaimers can have conse
quences you didn't intend
or anticipate. Talk to your
legal and professional advi
sors before you decide to
disclaim assets you've
inherited,

-

Supplementing
Retirement Savings
Just like your retire
ment account, your
HSA may experience
many years of tax
deferred growth.
After age 65. there's
no penalty for \vith
drm,ving HSA funds
for non-medical
purposes. If you
have income from
other sources to pay
medical expenses
during retirement,
you could consider
using your HSA
funds to supple
ment your other
income.

A Bear Market Primer

W

hat exactly is
a bear market,
anyway? A bear
market occurs when stock
values collectively fall 
usually by 20% or more 
over a prolonged period
of time.

Get in STEP

sell their stock, causing
prices to drop. Eventually.
more investors follow suit.
Pretty soon , eveI)'one is
selling and no one is buy
ing. Stock prices keep fall
ing and the bear market
continues .

The Birth of a Bear

The Bear's Effect

Generally, a sharp decline
in stock prices is the result
of declining corporate prof
its or because of a "correc
tion" in the prices of stocks
that were "overvalued"
(Le., too eA'Pensive). Lower
company earnings and
overvaluation can make
investors skittish . Worried
about losing money, they

A bear market generally

causes the securities you
own to drop in price, either
suddenly or over time. The
end result is that the val ue
of your portfolio is lower. If
you sell your stock when
values are down, pa per
losses become actual losses.
If you're a long-term inves
tor, you may be able to ride

out a bear market. Histori
cally, the stock market has
always recouped its losses
eventually.

The Bear facts
Making sure your invest
ments are adequately diver
sified' and your portfolio's
asset allocation2 matches
your risk tolerance may
help cushion the effects
of a bear market.

Diversification does not
profit or protect
against Loss in a declining
market.
I

ensure a

Asset allocation does not
guarantee a profil or protect
against Losses.

2

li

f you're planning to travel
abroad, consider enrolling
in the Smart Traveler
Enrollment Program (STEP)
offered by the U.S. Depmt 
ment of State Bureau of
Consular Affairs. STEP is
a free servi.ce that allows
U.S. citizens and nationals
to register a trip abroad with
the nearest U.S. embassy
or consulate.

When you sign up, you'll
receive current information
and updates abou t safety
conditions in the countI)'
you'll be visiting, including
travel warnings and alerts.
Enrolling in STEP will help
the U.S. embassy contact
you in an emergency, sllch
as a natural disaster, civil
unrest. or a family emer
gency. Enrollment al 0
makes it easier for the
embassy to replace your
passport or assist in your
evacuation, if it becomes
necessaI)'.
You need to sign up only
once to manage all future
trtps. Visit htt.ps://step.
tate.gov/step/ io enroll.

FRl011-092&.OCJ 17/f
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Tax Tweak

]I)

id you know you can
adjust the federal
income-tax with
holding on your regular
paycheck to cover any addi
tional taxes you might owe
from other income sources.
such as consulting work,
side jobs, interest, and
dividends? All you'U have
to do is fiU out a new
Form W-4 and give it
to your employer.

Or, if you're married , you
can indicate that you want
tax withheld at the higher
single rate.

The IRS has a withholding
calculator on www.irs.gov.
For detailed information,
see IRS Publication 505.

You can adjust your
withholding by:
• Reducing the number
of withholding allowances
you claim or
• Indicating an additional
dollar amount that you
want your employer to with
hold from each paycheck.

Mortgage Lender:
Mom and Dad's New Role

n

t's not unusual for par
ents to give money to a
child to use toward the
purchase of a first home.
But parents - or grandpar
ents - with signlficant cash
reserves may want to help
out with more than just the
down payment. Lending the
money needed to buy the
property can make home
buying more affordable for
your child .

Timing Is Important
As the lender, you'd have
to charge an interest rate
thars high enough to avoid
tax complications for your
self. But if you make the
loan during a period of low
interest rates, it can be a
good deal for your child or
grandchild.
Th IRS-approved applicable
federal rate (AFR) is the

lowest interest rate you can
charge on a loan to a family
member without violating
the below-market loan rules.
AFRs can change every
month, depending on what
interest rates are doing. and
vary with the term of the
loan. TIle AFR in effect on
the date the loan is made
can stay in effect through
out the life of the loan no
matter what interest rates
are in the future.

Sign on the Dotted Line
Make sure you put the loan
agreement in wri ting and
have all parties sign the
document. Take the addi
tional step of securing the
loar1 wi th the property your
child or grandchUd buys.
This allows your child or
grandchild to deduct the
interest on his or her

income-tax retur n and
helps ensure you'll be
repaid if the property is
sold. Keep in mind that
you'll have to report the
interest income on your
income-tax return.

Don't Hand Over the
Money Yet
Before you lend the money.
consider whether the bor
rower is finanCially respon
sible and likely to repay
the loan. Financial dealings
that go south can create
lasting enmity between
even the closest family
members. But if you're
confident. lending the
money for a first- lime
home purchase could
make it easier and less
costly for your child or
grandchild to buy the
home. '

C"
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Filling
the Gap

n

t would be a really bad
day if your new car was
considered a total loss
du to an accident or some
other catastrophe. wouldn't
it? But think about how
much worse it would be if
you owed more on you r car
loan than insurance will pay.

Tha t's where GAP - Guar
anteed Auto Protection 
insurance come in. A GAP
policy P ys th difference
between hmv much you
owe on a car and how much
th insurance company
says the car is worth. You
can buy a GAP poUcy that
covers losses due to theft.
fir e. accidents. vandalism.
floods. and oth r natural
disasters. GAP insurance
may even pay your insur
ance deductible.
Before you purchase a
GAP policy, check wi.th
you r insurance a 'en t to
fm d out if your auto policy
provides GAP coverage. GAP
insurance is also important
if you're leasing a vehicle,
but it may alre dy be built
into the lease.

Out on Your Own

E

very work situation has advantages and disadvan
tages. If working for yourself is one of your goals.
knowing what to expect should be a priority.

on your own because there are no employer matching
contributions to add to the coffers.

Your Office May Be Your
Spare Room

You're the Boss
When you're self-employed, you
get to set your work schedule
and decide the best way to do
your job - within the parame
ters of your customers' expecta
tions, that is. You'll have more
freedom to pursue projects that
interest you. And you won't
have office rules and polities
to deal with.

You Can Choose a Retirement Plan
A solo 401 (k) plan offers tax deferral and may give you the
opportunity to save more for retirement than an employer
sponsored retirement plan. Or there are other types of retire
ment plans you can consider. You also get to choose your
own investments. But you'll have to fund your retirement

If you work from home, you can avoid
the daily rush-hour commute. even
if you still travel to meet with clients.
You might be able to deduct some
expenses of maintaining a home office
on your income-tax return. On the
downside, you won't have an IT depart
ment to troubleshoot any computer
issues you might have.

Take a Deduction
Since you'll be able to deduct business expenses on your
tax return, consider using one credit card exclusively
for your business to simplifY recordkeeping. And keep in
mind that you'll have to set money aside for income and
self-employment taxes and pay an estimated amount
each quarter.

© 20 14 by DST· Material may not be used without permission . The general information in thi s publication is not intended to be nor should
it be treated as tax, legal, investment, accounting, or other professional advice. Before making any decision or taking an y action , you should
consult a qu alified professional advisor who has been provided with all pertinent facts relevant to your particular situ ation .
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