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Continued Confidence 

 
Since the election, consumer and CEO confidence 
continues to ride high.  According to the monthly 

Consumer Confidence Survey®, “Consumer confidence 

increased sharply in March to its highest level since 
December 2000 (Index, 128.6),” said Lynn Franco, Director 
of Economic Indicators at The Conference Board. 
 
This bodes well for the market, which continued to grow 
into the 1Q2017.  However confidence also can open the 
door for disappointment in the future, which we see as a 
potential risk.  Confidence can benefit the market because 
consumers spend and invest when they feel good about the 
direction of the economy.  In our opinion this is why we 
have yet to see a normal “market correction” (-10%) this 
year.  On the downside, over confidence is a risk because 
confidence creates a higher level of expectation, which 
means a disappointment in political policy, US growth or 
economic policy could stall the growth we have seen for 
this year. 
 
As such, we want to protect our clients from potential 
future disappointment by ensuring your portfolios have the 
proper diversification and liquidity to meet your needs. 
 
 

 
  
 

MARKET PULSE (As of 12.31.2016) 

Index QTD YTD 1 year 3 year 5 year 

Dow Jones Ind Avg    8.66% 16.50% 16.50% 8.71% 12.92% 

Nasdaq Comp. 1.34% 7.50% 7.50% 8.83% 15.62% 

S&P 500 3.82% 11.96% 11.96% 8.87% 14.66% 

MSCI EAFE  -0.72% 1.01% 1.01% -1.60% 6.66% 

Barclays Agg Bond  -2.98% 2.65% 2.65% 3.03% 2.23% 

Barclays Muni Bond  -3.62% 0.25% 0.25% 4.14% 3.28% 

Barclays High Yield  1.77% 16.85% 16.85% 4.58% 7.32% 

Citi 3-Mo T-Bill 0.08% 0.27% 0.27% 0.11% 0.09% 

 

 

In February our team attended the Barron’s Top Advisory Team Summit.  It 
was an honor to be invited and we used this as an opportunity to learn best 
practices from some of the top teams around the country.  
 
Our team split up to attend a variety of seminars which included, providing a 
unique and memorable client experience,  developing a consistent investment 
strategy, Medicare planning, enhancing  marketing strategies and many more. 
 
We all left the conference with valuable information, which was worth the 
investment.  We look forward to implementing some of what we learned into 
your personal situation.  
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Safeguarding For Long-Term Care 
 

This year we have received a lot more questions about planning and protecting yourself from a long term care event.  Most of 
the questions come from how to protect myself so I don’t lose all of my money.  Below is Baird’s Whitepaper on “Long-Term 
Care Expense Planning”.  These products are not for everyone, but everyone at least needs to have the discussion about how to 
protect yourself.  Our general rule of thumb, if you are over the age of 55 and have a net worth of less than $3,000,000 it makes 
sense to explore long term care options.   
 
Three long-term care insurance (LTCi) products provide options for those who want to safeguard income and assets from the 
risk of long-term care expense. Traditional products are appropriate for young, healthy applicants. Designed for an older 
market, asset-based products put insurance in reach of applicants who have experienced some health challenges.  
 
Traditional LTCi - “Pay As You Go”  
 
The vast majority of LTCi policies sold are of this design. Most traditional LTCi products are tax-qualified which means 
benefits paid are not taxable and premiums may be deductible depending on how you file taxes. These are integrated plans 
which cover services in all long-term care venues: home care, adult day care, assisted living, nursing home and hospice.  
Few top-rated carriers offer these highly customizable products. Contract provisions include many benefits. A selection of riders 
are also available to fit the likes and needs of individuals, couples, small business owners and professional organizations. It is 
this product type that offers Partnership Policies and provides additional safeguards from Medicaid spend down requirements.  
These products are available from age 18 through 79. They are more appropriate than asset-based products for those under age 
65. They have the strictest underwriting requirements. However, some carriers will issue policies to less healthy applicants at 
higher than standard premiums or with limited coverage.  
 
These products are often referred to as the “use it or lose it” or “pay as you go” model. Think about auto or homeowner’s 
insurance when you think about this product design. You figure out how much coverage you need, what you want your 
deductible to be and pay premiums hoping that you’ll never use the policy. Most policyholders pay premiums annually for 
lifetime or until they become eligible for benefits. 
 
These policies are guaranteed renewable which means that rates can increase during the life of the policy if an increase in a 
specific state is approved by that state’s insurance commissioner.  
Provisions of the Pension Protection Act of 2006 allow attractive tax advantages if funds from a nonqualified deferred annuity 
or the cash value in a permanent life insurance policy are used to pay premiums.  
If you need care, these policies end up being the least costly insurance solution.  
 
Life Insurance or Hybrid Products – Accelerate or Extend Benefits  
 
Life insurance based long-term care solutions are referred to as asset-based or hybrid products. They ride on a whole life or 
universal life chassis and require a substantial premium. The premium creates cash value and also earns interest which explains 
the asset-based design of this product.  
 
These, too, are integrated plans and cover services in all venues. Few options are available to customize these products. Some 
carriers offer these products to those 18 to 79. Others target an older audience of 40 through 80. These products are  
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appropriate for people 65 and older for two reasons: 1) inflation protection becomes less critical when purchased at older ages, 
and 2) most carriers’ underwriting guidelines are more lenient.  
 
We like to say, “Live, die or quit, there is a benefit.” If you live you have a long-term care benefit, if you die you have a death 
benefit and if you quit the policy you get all or a portion of your premium back or the cash value whichever is greater. Many 
clients who are insurance averse like this product design because it eliminates the “use it or lose it” proposition of the tradition 
pool-of-funds product design. It’s a more expensive solution and thus out of reach for many clients.  
 
The life insurance based solution has two different designs. One simply uses the death benefit to pay for long-term care 
expenses. For example, a death benefit of $100K could be accelerated at 2% creating a long-term care benefit of $2000 per 
month until the death benefit is exhausted. If the death benefit is not exhausted, any remaining amount would be paid to the 
insured’s beneficiaries.  
 
The other design accelerates the death benefit and also extends benefits when the death benefit is exhausted. With this design 
there are two funding resources for long-term care expenses: 1) the death benefit and 2) the extension of benefits rider. Product 
designs differ here. Some extension riders are purchased as separate policies and bound to the life insurance policy. Others are 
integral to the product design and leverage the single premium to enhance the long-term care benefit pool. These are called 
linked benefit products. Benefits paid from the death benefit and the extension rider are tax-free.  
 
A death benefit of $100,000 accelerated at 4% would create a long-term care benefit of $4000 per month. For someone age 75 
purchasing this coverage, $4000 per month would provide a significant level of coverage if needed at age 80. But if someone age 
40 purchased the same coverage and did not need care until age 80, $4000 per month would be inadequate coverage 40 years 
into the future. For younger applicants inflation protection should be added.  
 
The majority of these life and linked benefit products are funded with a tax free transfer known as a 1035 exchange from an 
existing permanent life insurance policy. This makes it very easy to exchange one life insurance policy without long-term care 
benefits for another with benefits. However, there are products that will allow an annual premium for a specific duration, 
commonly 10 years.   If you need care, these policies are a more costly insurance solution.  
 
Annuity or Linked Benefits – Tax Advantages, Interest and Leverage  
 
Annuity based long-term care solutions must be Pension Protection Act (PPA) compliant. These annuities are medically 
underwritten and carriers offering these products must have claims departments and be in the business of paying long-term care 
benefits. There are a few of these products in the market today.  
 
These, too, are integrated plans and cover services in all venues. As with other asset-based products, options are limited. These 
products are designed for an older client between ages 40 to 85. They have the most lenient underwriting requirements and 
carriers will offer substandard ratings.  
 
Provisions of the PPA allow a 1035 exchange from a non-qualified deferred annuity to a compliant annuity. Funds used to pay 
for long-term care are no longer viewed as taxable income but considered a reduction of cost basis. “A reduction of cost basis” 
means that distributions from the policy are non-taxable and reduce the owner’s cost basis in the contract. Even gain in the old 
annuity is considered non-taxable if the withdrawal is made to pay for covered long-term care expenses. Withdrawals for other 
purposes are taxable. 
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Similar to life insurance solutions, PPA annuities have two designs. One uses the annuity fund to pay for long-term care 
expenses and credits withdrawals for covered expenses at a higher interest rate. Funds can be withdrawn for other purposes but  
 
the interest is at a lower rate and these transactions are taxable. An extension of benefits rider can be added to this design to 
continue benefits once the annuity is exhausted. Withdrawals from the extension rider are tax-free.  
 
In the second design the extension of benefits is integral to the product design and allows greater leverage of the premium to 
create a more robust long-term care benefit.  
 
The advantage of these annuities is that they may be funded from existing non-qualified deferred annuities with a 1035 
exchange and provide significant tax savings. This makes it very easy to exchange one policy for another that will provide both 
long-term care and tax benefits.  
 
If you need care, this is the most costly insurance solution but is often the best solution for older clients with health challenges.  
In conclusion, three product options are available for long-term care expense planning. These are traditional, life insurance 
based and annuity based. Health history and age are important factors to consider in recommending an appropriate solution. All 
products are age-based but some are more appropriate for a younger healthy applicant. Others are specifically designed for 
applicants 65 and older and who may have some health challenges. Traditional products are the least costly solution if care is 
needed. Life insurance based solutions and annuities require more substantial premiums which could put these products out of 
reach of many and end up being more costly solutions if care is needed. Provisions of the Pension Protection Act offer funding 
options and tax advantages. 

 

Upcoming Baird Wealth Strategies Calls 
 
- Baird Wealth Strategies –We will be sending invitations out to clients in targeted emails regarding topics that we feel that you might find 

interesting.  This will be done in order to avoid sending you excess email communication and keeping your inbox clean.  If however there is a 
topic you are interested or would like to know more about, please don’t hesitate to let us know. 

 
o April 19th, 2017  – The Caregiver’s Guide to Financial Planning in the Shadow of Dementia and What We 

Can Do to Stop Them 

 Presented by Chris McGovern CFS®, CLU®, ChFC®  AEP® 
 

o May 17th, 2017  – Interview Skills Workshop  

 Presented by Mark Ferro, SVP, Divisional Sales Manager, Oppenheimer  
 

o June 21st,  2017  – Planning for Long Term Care 

 Presented by Steven M. Cain, CLTC National Sales Leader, Highland Capital  
 

Other BV Group Updates 
 

Last, but certainly not least we wanted to share CONGRATULATIONS to our associate Jennifer Young.  At the start of the 
year she received a promotion and title change to “Senior Client Relationship Specialist.”   The well-deserved change is a 

http://www.bvgroupbaird.com/


 
 The BV Group Newsletter, 2nd Quarter 2017, continued. 
 

©2017 Robert W. Baird & Co. Incorporated. Member NYSE & SIPC.  
N17W24222 Riverwood Dr, Ste 240  Waukesha, WI 53188. 262-523-5644. 262-523-5644. www.bvgroupbaird.com 
 
Baird does not provide legal or tax advice. Diversification does not ensure a profit or protect against loss. Past performance does not guarantee future results. 
The S&P 500 Index is a representative sample of 500 leading companies in leading large-cap industries of the U.S. economy. The Dow Jones Industrial 
Average is a price-weighted index that shows 30 large publicly traded companies. Nasdaq Composite Index. A market-capitalization weighted index of the more 
than 3,000 common equities listed on the Nasdaq stock exchange. The types of securities in the index include American depositary receipts, common stocks, 
real estate investment trusts (REITs) and tracking stocks The MSCI EAFE Index is an equity index which captures large and mid-cap representation across 
Developed Markets countries around the world, excluding the United States and Canada The BarCap US Bond Aggregate index is a broad based index often 
used to represent investment grade bonds being traded in the United States. The BarCap Municipal Bond Index is a rules-based, market-value-weighted index 
for engineered fir the long term tax exempt bond market. The indices are unmanaged and an investment cannot be made in them.  
 Page 5 of 5 

 
 

directly correlated to the high quality service and expertise she brings not only to our team and clients, but our Baird branch as a 
whole.  Don’t hesitate to give her a call at 262-523-5644 and wish her congratulations!!! 
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