
EPENDING ON YOUR age and circumstances,
retirement can feel far away and mysteri-
ous or achingly close and excitement (or
panic) inducing. But most of us don’t

know how long we’re going to live, so making sure
we have sufficient funds for our entire retirement is
incredibly important.

How Much to Save?
While it’s thought you could only need as low

as 70% of your current income per year in retire-
ment, it is wise to assume that you will need closer
to 100%. Think of all the things you enjoy doing
now: traveling, hobbies, attending cultural events
and sports games. All of these could be a vital part
of an active and interesting retirement, but they also
cost money. Make sure you have saved enough to be
active and that your withdrawal rate is not so high
that your resources could deplete early. While it’s
always customizable, a good starting point is to
withdraw 4% in the first year of your retirement, and
continue to adjust for inflation down the road.

Cutting down on living expenses now will free
yourself up for more contributions to your retire-
ment and will give you an idea of how little you can
live comfortably on. This will give you a better idea
of how much you will really need in retirement. The
most important expense to get rid of is payments on
any debt before you enter retirement. Your cost of
living will be significantly reduced if you have paid
off your mortgage and any outstanding consumer
debt.
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Assessing Your 
Risk Tolerance

HILE INVESTORS WANT the highest returns
possible, returns compensate you for
the risks you take — higher risks are
generally rewarded with higher returns.

Thus, you need to assess how much risk you are
willing to take to obtain potentially higher returns.
However, this can be a difficult task.  It is one thing
to theoretically answer questions about how you
would react in different circumstances and quite
another to actually watch your investments drop in
value.  What you are trying to assess is your emo-
tional tolerance for risk, or how much price volatility
you are comfortable with.  Some questions that can
help you gauge your risk tolerance include:
4 What long-term annual rate of return do you

expect to earn on your investments? Your
answer will help determine the types of invest-
ments you need to choose to meet that target.
Review historical rates of return as well as varia-
tions in those returns over a long time period to
see if your estimates are reasonable.  Expecting a
high rate of return may mean you’ll have to
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When forming a plan or determining if you are
ready to retire now, err on the side of longevity
when it comes to your lifespan. Add a few years toD
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invest in asset classes you aren’t comfortable with or that
you may be frequently tempted to sell.  A better alternative
may be to lower your expectations and invest in assets you
are comfortable owning.

4 What length of time are you investing for? Some invest-
ments such as stocks should only be purchased for long
time horizons.  Using them for short-term purposes may
increase the risk in your portfolio, since you may be forced
to sell during a market downturn.

4 How long are you willing to sustain a loss before selling?
The market volatility of the past several years will give you
some indication of how comfortable you are holding
investments with losses.

4 What types of investment do you own now and how
comfortable are you with those investments? Make sure
you understand the basics of any investments you own,
including the historical rate of return, the largest one-year
loss, and the risks the investment is subject to.  If you don’t

understand an investment or are not comfortable owning it,
you may be tempted to sell at an inopportune time.  Over
time, your comfort level with risk should increase as you
better understand how risk impacts different investments.

4 Have you reassessed your financial goals recently?
Periodically, your financial plan may need to be revamped.
Otherwise, you may find you won’t have sufficient
resources in the future to meet your goals.  Based on your
current investment values, determine what needs to be
done to meet your financial goals.  You may need to save
more, change or eliminate some goals, or delay your retire-
ment date.

4 Do you understand ways to reduce the risk in your port-
folio? While all investments are subject to risk, there are
some risk reduction strategies you should consider for your
portfolio.  These strategies include diversifying your port-
folio, staying in the market through different market cycles,
and investing consistently.

Please call if you’d like help assessing your risk tolerance.
444

5 Things to Know about Disability Insurance

IF YOU ARE young and healthy, you have probably spent
very little time considering your disability insurance
options. You may even think it’s only for older workers

or those with more physically taxing occupations.
Unfortunately, this type of thinking leaves a lot of people
without adequate coverage.

Of course, there is a chance that you personally may
never need disability insurance. But for the sake of your
dependents and your own peace of mind, it is a good idea to
know what your options are. Here are some things to consid-
er about disability insurance:
4 Individual disability insurance can provide lifetime

income at a guaranteed rate. If you are no longer able to
work due to illness or injury, individual long-term disabil-
ity insurance can provide income benefits that prevent
you from taking on debt to meet your day-to-day needs.
Consider non-cancellable policies with fixed premium
costs so you can budget accordingly without surprises.

4 Individual disability insurance offers a wider scope of
coverage than work-sponsored policies. Despite the con-
venience of selecting an employer-sponsored plan, it can
end up causing issues in the long run because it does not
move with you when you change jobs and it is subject to

your employer’s changing priorities year-to-year.
4 Self-employed workers also have access to disability ben-

efits through individual disability insurance. Individual
disability insurance can supplement much of your income
and even be customized to include business overhead
protection while you recover.  

4 You will need to be aware that there are differing defini-
tions of what constitutes disability. This variety means
that you could be put at a disadvantage if your insurance
policy has strict limits on coverage and qualification for
benefits. In this case, you may still need to work, but in a
position that accommodates your needs, such as an injury
leading to you teaching a class instead of performing
physical labor.

4 Individual disability insurance is more tax-advantaged
than employer-sponsored disability insurance. Disability
payments from a work-sponsored plan are taxable
income. Because disability insurance generally only cov-
ers up to 60% of your income, this could leave you with
as low as 40% after income taxes. On the other hand, indi-
vidual disability insurance provides tax-free benefits.

Please call if you’d like to discuss disability insurance in
more detail.     444
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what is generally expected — plan on living until 85 or 90. It is
a far better situation to have saved more than necessary than
to run out of funds so late in life. In the vein of further cau-
tion, it is a good idea to have an emergency fund outside of
your retirement plan. A general rule is to have at least six
months of living expenses tucked away just in case.

What about Housing?
In general, housing should take up about 25% of your

gross pay or 35% of your take-home pay. If you own your own
home and have paid off your mortgage, this shouldn’t be a
difficult guideline — but remember that with a house comes
additional, and often expensive, repair and maintenance costs.
If you plan on staying in your home throughout your retire-
ment, make sure the big stuff is in good working order or
replaced while you are still drawing income. This includes the
roof, the foundation, siding, HVAC, sewer lines, and septic
system, as well as an emergency fund in case of fire or water
damage. 

Your house will also need to be adapted for your needs as
you age. You may need to consider selling a home that
requires a lot of upkeep and downsizing to something more
manageable. No one wants to face the reality of physical dete-
rioration, but most people face mobility issues as they age and
a one-story home is safer and easier to navigate.

Continuing Income Options
It may be tempting, but resist the urge to take early retire-

ment. It is difficult enough to save enough money to live on in

Funding Your Retirement
Continued from page 1

Discussing Your Estate with Your Family

HAVING THIS CONVERSATION before your death, when
choices can be explained, will help avoid the potential
relationship damage that can happen if no one is

aware or understands your decisions. 
Choose the Right Person for the Right Job — While you

are likely to consider the feelings of your family members, try
to take the emotion out of your decisions and select the people
who will be best at certain tasks. The roles can range from
being the executor of the estate, to the guardian of your chil-
dren, to making medical decisions on your behalf.   

Prepare the Appropriate Documents — These documents
may include: your will, trust, durable power of attorney,
healthcare power of attorney, and guardianship designations.
Before you have the conversation, you should have the proper
paperwork, so there is no room for misinterpretation.

Prepare for the Conversation — You’ll want to take the

retirement if you are only retired for 20-25 years. Imagine if
you retire at 55 years old and live for another 35 years. You
will need enough funds to support yourself in retirement for
longer than you were in the workforce. Every extra year that
you work is a year you don’t have to support yourself using
your retirement savings.

Once you’ve retired, it can be helpful for your savings
and your wellbeing to work a casual, light job. Many retirees
find themselves missing the comradery of the workplace and
the continued income will allow for more spending money,
vacations, and greater security in your savings.  You could put
your experience to work for you as a part-time consultant in
your former field, or put in a few hours a week at the town
museum.

Last but not least, consider longevity insurance. This is a
type of deferred annuity that will continue to provide income
well into your twilight years. People usually purchase it at
around 65 years old, and the payout begins at 80 years. 

Please call if you’d like to discuss this in more detail.
444

time to think through this conversation and anticipate the
questions people will have. You will want them to under-
stand what your goals are for the estate plan, what the var-
ious roles are and what they entail, and why certain peo-
ple were chosen for certain roles. You will want to make
sure you set ground rules to avoid confrontation. You will
want people to express their thoughts, but if it becomes
argumentative, let them know the meeting will be can-
celed until it can be discussed rationally. 

Keep the Conversation Going — Let your family
know that this will be an ongoing discussion as circum-
stances change, such as new marriages, new children,
divorce, etc. By having regular conversations, you can
avoid the “Mom would have wanted this” argument.
Setting this expectation can help prevent future family ten-
sion.     444
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4-Year Summary of Dow Jones
Industrial Average, 3-Month T-Bill &

20-Year Treasury Bond Yield
January 2018 to December 2021
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Sources:  Barron’s, Wall Street Journal

Month End % Change
Dec 21       Nov 21       Oct 21        2021     2020

Dow Jones Ind.          36338.30       34483.72    35819.56       18.7%     7.2%
S&P 500                        4766.18         4567.00      4605.38       26.9      16.3
Nasdaq Composite   15644.97       15537.69    15498.39       21.4      43.6
Total Stock Market    48634.31       46906.96    47670.90       24.0      18.7
Gold                              1805.20         1804.40      1769.15        -4.4      23.9
Silver                                 22.91             22.82          23.93      -12.9      46.8
                                                                                                 Dec 20 Dec 19
Prime rate                          3.25               3.25            3.25         3.25      4.75
Money market rate           0.07               0.07            0.07         0.20      0.58
3-month T-bill rate            0.08               0.05            0.06         0.10      1.52
20-yr. T-bond rate             1.94               1.85            1.98         1.45      2.25
Dow Jones Corp.               2.48               2.54            2.37         1.93      2.84
Bond Buyer Muni             3.45               3.47            3.49         3.46      3.63
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.

Market Data

Avoid These 401(k) and IRA Mistakes

NOT PAYING ATTENTIONto your 401(k) and IRA accounts could
cause you to miss valuable savings opportunities. Avoid
these seven mistakes: 

4 Not contributing enough to get your full employer match. If
your employer matches your contributions to your 401(k) plan,
you should at least meet their maximum match amount. 

4 Neglecting to maximize your contributions. Investing for a long-
term goal like retirement can be hard to prioritize. While you may
not be able to save up to your 401(k) contribution limits, you
should save as much as you are able. When you receive your
annual raise, allocate it to your 401(k) savings.

4 Playing it too safe by investing in an overly conservative way. It
can be scary to take chances with your hard-earned cash, but if
you only choose safe investments like cash or CDs, you run the
risk of inflation outpacing the low returns.

4 Not reviewing your investment allocation regularly. Your asset
allocations will inevitably need to change as you age. This means
you should review your portfolio at least on an annual basis.

4 Not taking advantage of catch-up contribution options. The
closer you get to retirement, the more you may regret not maxi-

mizing contributions in the past. Fortunately, once you turn 50
years old, you have the chance to catch up a bit and your maxi-
mum annual contributions increase.

4 Forgetting about old retirement accounts. If you’ve changed
jobs, there is a chance that you left an old 401(k) plan with your
former employer’s plan provider. Of course, the money is still
yours, but it may not be doing as much for you as it could if you
rolled it into an account you are actively managing now.

4 Taking too much of a do-it-yourself approach. Managing your
own retirement planning can be confusing if you do not have the
knowledge and skills to make the best choices. Seeking the help
or guidance of a financial professional can remove the doubt and
emotion from your investment decisions and ensure you are on
track for retirement.

Please call if you’d like to discuss this in more detail.     444
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