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Make Rebalancing
a Summer Event
ot dogs, beach par
ties. and a portfolio
review? Midyear is
a good time to check your
asset mix to make sure it
continues to reflect your
investment strategy. If it's
paddled ou t too far from
the dock, rebalancing
can help you bring it
back to shore.

H

may have become too con
servative for your goals.

Ride the Rebalancing
Wave

Rebalancing can restore
your original asset mix.
And, if your feelings about

One way to rebalance your
investments is to direct a
larger percentage of your
new contributions to the
asset class that's lagging
behind and underrepre
sented in your portfolio.
Another rebalancing
strategy is to sell invest
ments in the asset class
that's doing well and
buy investments in the
classes that are strug
gling. Although you may
be reluctant to sell invest
ments when their values
are rising, reminding your
self that you chose your
asset allocation to reflect
your risk tolerance, time
horizon, and investment
objectives can put rebal
ancing in perspective.

In the Swim
Most likely, one of your
first investing moves was
to choose a mix of stocks,
bonds, and cash invest
ments for your portfolio
that fit your time horizon,
risk tolerance, and invest
ing strategy. But. as mar
ket values rise and fall, the
value of your investments
and the percentages you
allocated to each asset
class can change. As a
result, your portfolio may be
exposed to more risk than
you are comfortable with or

risk have changed, rebal
ancing can bring your
portfolio in line with your
current risk tolerance.
Consider checking invest
ment performance annu
ally, semiannually, or even
quarterly. If you find that
your asset mix or your risk
tolerance has changed,
you'll be able to rebalance
your investments to match
your objectives.

Rebalancing a portfolio may
create a taxable event if
done outside a taxjavored
retirement account.

Bank on It!
Sending your child off to
college soon? Here's another
thing for the to-do list: Review
available banking options and
choose the one that works best
for you both.

On Campus
Schools may ofTer banking
semces to students through
arrangements with financial
institutions. But don't open
an account without checking
semces, such as campus
branches or ATMs. and com
paring account terms and
fees with those of other
institutions. You might get
a better deal elsewhere.

Or Off
If you'll be sending money
to your student, opening an
account for your child at the
same financial institution
you use can simplify fund
transfers. Make sure there
are branches or in -network
ATMs where your child goes
to school to avoid costly
out-of-nehvork ATM fees .

Debit Dilemma

Opting in to overdraft protec
Financial Innovations, LLC and DST are umelated companies.
tion for debit card purchases
This publication was prepared for the publication's provider by DST. Articles are not written or produced can lead to hefty fees. Teach
by the named representative.
your child to closely monitor
spending instead.
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You Can Say

"No"

T

hese days, requests
for charitable dona
tions seem to come
from all directions - by
mail, over the phone, in your
e-mail. even at the super
market or the mall. It can
be overwhelming. Say "no"
\vithout feeling guilty by
creating and follO\ving your
own giving strategy.

Give where your heart is.
Having a personal connec
tion or interest is a good way
to choose the causes you
support. IdentifY the issues
and needs that are important
to you. Remember that even
wealthy donors target their
charitable giving to a specific
cause or organization. If
you're asked to donate to
a different cause, you can
explain that your charitable
dollars are spoken for.
Choose the right charity.
Once you've selected a
cause, choose an organiza
tion that you believe \vill
do the most good \vith your
money. Websites such as

Planning for a Loved One's Care

A

ging or ill family
members can pres
ent challenges for
potential caregivers. Having
the support and input of
other family members can
make the job easier. Get the
discussion started \vith
these suggestions.

Prepare an Agenda
You'll probably have a lot of
ground to cover, and every
one will have an opinion.
Preparing a WIitten agenda
can help the group stay
focused and keep the dis
cussion on point. If possi
ble, engage the services of
someone outside the family,
such as a social worker, to
facilitate the discussion.

Gather the Group
Your first decisions might
focus on choosing a pIimary
caregiver or team of caregiv
ers and determining the
roles other family members
will play. If the person need
ing care is able to partici
pate in the discussion, he
or she can let you know
preferences for care and

www.ch.aritynavigalor.org.
www.guidestar.org. and
www.give.org can help you

check out a charity. 

even the level of care that
may be necessary.

Ask the Dodor
Review any reports or
instructions from the doc
tor. Appointing someone to
senre as liaison \vith health
care professionals can help
ensure that information
about your loved one's
health and care is timely
and accurate.*

Address Financial
Concerns
The caregiver may be taking
a leave of absence from

work or cutting back on the
number of hours spent on
the job. The family should
look at how this will impact
the caregiver's finances and
determine whether the care
giver \viII be paid and how
that cost will be shared by
the rest of the family. The
emotional health of the
caregiver is also important.
Family members should
work out a plan for provid
ing respite. 
• Health care professionals may
require appropriate authorization.

Protecting Your Income

A

n illness or injury
can happen to any
one at any time.
Would you be able to pay
your bills if you were out
of work for an extended
period of time? Disability
insurance can help.

Employer Coverage
Your employer may provide
group short-term and/or
long-term disability insur
ance that replaces a portion
of your income if you're ill
or injured and unable to
work. Read the policy care
fully. Some plans have a
benefit cap, limit how long

you can receive benefits,
and have a narrow defmi
tion of "disability."

An Extra Layer
You may want to supple
ment your employer's group
coverage \vith an individual
policy. Find out how much
short-term and long-term
disability insurance you
have - and what the terms
are - before you buy an
individual policy. Then
determine how much addi
tional coverage you think
you should have.
There are several things to

look for when you shop for
a policy. You'll generally
want a policy that pays
benefits if you're unable to
perform the duties of your
own occupation. Some poli
cies pay partial benefits if
you can still work part-time.
Understand the elimination
period - the number of
days you must wait before
benefits begin (60 to 90
days is typical) . Coverage
should include both acci
dental injury and illness.
Riders to consider include
coverage unW retirement
age and cost-of-living
adjustments. 

Personal Finance  What Do You Know?
ind out with a Loose Change~ quiz to test your
knowledge on a vanety of topics related to
fmances and investing.

F

1. Janice wants to open a Roth individual retire
ment account (IRA) with a $2,000 bonus from
her employer. Which of the following is not a
feature of a Roth IRA?
a. Contributions and earnings are tax deferred
until the account owner begins making
withdrawals.
b. Money in a Roth IRA is not subject to reqUired
minimum distribution (RMD) rules during
the owner's lifetime.
c. All withdrawals are tax free once certain
conditions are met.
d. A Roth IRA can be passed intact to one's heirs.
2. How many months' worth of living expenses

should you typically save in your emergency
fund?
a. One month
b. Three months
c. At least six months
d. Two years
3. Which asset does not pass to others through a
beneficiary designation after your death?
a. Your home
b. Life insurance proceeds
c. Retirement plan account
d. IRA
4. Long-term capital gains are profits on the
sale of securities that you've held
a. Less than one year
b. Longer than one year
c. Longer than 10 years
d. Until you retire
5. Which of the following .can affect your credit
score?
a. How much of your available credit you're using
b. Your record of on-time payments
c. The length of your credit history
d. All of the above
6. Generally, you must begin taking RMDs from a
qualified retirement plan or traditional IRA
a. As soon as you stop working

b. Once you begin collecting Social Security
benefits
c. At age 70V2
d. Whenever you feel like it
7. Typically, the simplest way to find more money

in
a.
b.
c.
d.

your budget is to
Eat less
Clean out your bank account
Take a second job
Cut your expenses

8. This investment offers the greatest potential
for earning inJlation-beating returns but also
presents the most risk to your principal.
a. Municipal bonds
b. Treasury bills
c. Stocks
d. Corporate bonds
9. In order to plan adequately for retirement, you
should carefully review your
a. Income sources
b. Potential expenses. such as health care costs
and taxes
c. Expected lifestyle (location, travel, hobbies, etc.)
d. All of the above
10. You can measure the success of your invest
ments by comparing their performance to
a. Your coworkers' investment returns
b. A representative market index
c. Investments in a different market sector
d. None of the above
Did you score 100%? Check your answers below.
Answers:

Q-Ol :P-6 :a-8 :P-L :3-9 :p-g :Q-" :1l-£ :a-t :1l-1
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Retirement - Does It Ramp Up
Investment Risk?

i

nvesting is a risky busi
ness no matter when
you're doing it. There is
always a chance you'll lose
money. If you have many
years before you'll retire,
you may have enough time
to recoup any losses. But
once you're retired and
cOW1ting on your invest
ments to help provide an
income, a decrease in your
nest egg could potentially
be devastating.

To File or
Not To File

M

aking annual gifts
to children and
grandchildren - or
anyone else, for that matter
- Gar:! allow you to see the
benefits your gifts bring to
the recipients. But you may
be wondering whether you'll
have to me a federal gift-tax
return.
Very generally. you'll be
required to me a gift-tax
return for any year in which
your gifts to anyone person
exceed the gift-tax annual
exclusion for that year.
For 2015, the exclusion
is $14,000.

The tax law includes excep
tions to the filing require
ment for spousal gifts and
gifts to qualified charities.
Qualifying transfers for
educational or medical
expenses may also exceed
annual exclusion limits
without trtggering the filing
requirement.
Your tax advisor can answer
any questions you have about
filing gift-tax returns.

seriously undermine your
fmancial security. Preserve
your gains by placing some
of your money in more con
servative investments.

Inflation Loss
The other side of the coin
is holding too much of your
retirement portfolio in con
servative investments whose
low returns may not keep
pace with inflation. Over a
retirement that lasts 10, 20,
or 30 years, or longer, the
reduced buying power of
your retirement income may
leave you short of money to
pay for the things you need.
Keeping a portion of your
retirement savings invested
in stocks can help protect
against inflation loss.

Consider some of the threats
to your portfolio and what
you can do to minimize
their impact.

Market Losses
The risk of capital losses
due to declining investment
values during a stock mar
ket plW1ge generally is the
risk investors - retired or
not - think of first and fear
most. A significant drop in
the value of your portfolio
is worrisome whenever it
happens. A Significant drop
during your retirement can

Liquidity Risk

I

Some investments require
you to leave your money
invested for a certain period
of time - and penalize you
if you take it out sooner.
This could leave you with
out resources if you need

your money quickly in an
emergency. You can com
pensate for liquidity risk
by keeping at least two or
more years' worth of living
expenses in an investment
account that you can easily
access without penalty.

Interest Rate Risk
Interest rate changes affect
bonds and other interest
paying investments. When
interest rates rise, prices of
current bonds fall because
new bonds are paying a
higher rate. Investors who
want to sell their bonds and
reinvest at higher rates can
experience losses. On the
flip side, when rates have
fallen, investors looking to
reinvest the proceeds of
maturing bonds may be
forced to accept lower yields.
Fluctuating interest rates
may hit retirees especially
hard if they're relying on
interest income. Holding a
variety of bonds having dif
ferent maturity dates may
help reduce risk.

Understanding Liquidity

Y

ou've probably heard
the terms liquid and
illiquid assets, but
what do those terms mean?

liqUidity refers to how
easily an investment can
be turned into cash. U.S.
Treasury securities are an
example of a liqUid invest
ment. Blue chip and other
large-cap stocks also
may be considered liqUid
because they trade at
high volumes, and there
are almost always buyers
willing to purchase them.
An illiqUid investment is
one that can't be sold or

exchanged quickly. A lack
of potential buyers andjor
W1certainty about the asset's
value makes selling difficult.
Real estate, penny stocks,
antiques, artwork, and col
lectibles are some examples

of illiquid assets. Sellers may
suffer substantial losses if
they're suddenly forced to
sell an illiqUid asset and
may have to deeply discount
the asking price to attract
potential buyers.
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After-tax 401 (k) Contributions:
Can You and Should You?

Y

probably know
that one of the big
gest advantages of
contributing to a 401 (k)
plan is that you don't pay
taxes on the money you
contribute or on plan
investment earnings until
you withdraw the funds,
presumably at retirement,l
This may allow your savings
to grow tax deferred for
many years. But what if you
contribute the maximum 2
each year to your account
and still want to contribute
more?
OU

has a larger balance to
benefit from the potential
effects of compounding. Any
earnings on your after-tax
contributions are taxable
when you withdraw them.
Or you may be able to avoid
taxation by having your
after-tax contributions and
the related earnings trans
ferred to a Roth IRA when
you leave your employer.
With a Roth IRA, withdraw
als are potentially tax free,
and you're not required to
take minimum distributions
during your lifetime.

Not all 401(k) plans permit
after-tax contributions. The
summary plan description
can tell you if your plan
allows them. Withdrawals
can be more complicated
when your account contains
both pretax and after-tax
contributions, so consult
your tax advisor.
a

Your plan might also offer a
Roth contribution option. With the
Roth option. you're taxed on your
contributions, but withdrawals
are taxfree once you've met tax
law conditions.
I

Currently $18,000: $24.000for
individuals age 50 or older

Who's Got
Your Number?

Y

our Social Security
number (SSN) is the
gateway to your
financial information. Provid
ing it only when you have to
can help protect your infor
mation. Your SSN is gener
ally required:
• When you apply for a
mortgage, personal loan,
or other credit
• To access your credit report
• By your employer or

potential employer

2

You may be able to make
additional after-tax contri
butions to your 401(k)
account. This could be an
advantage, especially if your
income exceeds the thresh
old for contributing to a
Roth individual retirement
account liRA).

• On the Free ApplicationJor
Federal Student Aid (FAFSA)
• To conduct a background
check for employment or
volunteer work
• To apply for government
benefits, such as Social
Security, Medicare, and
unemployment benefits

Additional contributions
mean your 401(k) account

• To fIle your income-tax
return with the IRS
• To apply for a passport

Streamline Your Retirement Portfolio

N

ot many people
today work for only
one company until
they retire. So you may
have several different
employers during your
working years. And that
might mean you'll have
more than one employer
retirement account to keep
track of. You may also
have personal investments
or individual retirement
accounts (IRAs). Those are a
lot of accounts to monitor!
Lack of Variety
The more accounts you
have, the more likely it is
that you'll be faced with
investment "overlap" 
owning a lot of similar, or

even the same, investments.
Overlap can happen when
you choose a similar asset
mix for each account. Hold
ing too many similar invest
ments can expose your
portfolio to more - or less
- risk than you intended
and thwart your efforts to
reach your goals.
More Work for You
Owning multiple accounts
with many different invest
ments can also make it
harder to monitor your
portfolio's perfonnance.
If it's not easy to see how
your investments are
doing, you might not make
changes that could improve
your returns. And when it

comes time to begin making
withdrawals, having multi
ple accounts can make it
more difficult to determine
your required minimum
distributions.

A Possible Solution
Consolidating your retire
ment accounts can make
life a lot simpler. If your
employer's plan accepts
transfers, consider rolling
the balances from fonner
employers' plans into your
current plan. Alternatively,
consider rolling the money
into an IRA. Request a
trustee-to-trustee transfer
to avoid paying current
taxes or penalties on the
tax-deferred balances. ~

• When you fill out a rental
application
In addition, some health
insurance plans silll use your
SSN as a patient identifier.
You can help prevent unau
thorized use of your SSN by
giving it out only when nec
essary. Checking your credit
report regularly can alert you
to problems.

It's a Beautiful Day
in the Neighborhood  Or Not

Y

ou've fallen in love.
With a house. It has
the amenities you
want and the space you
need, and it's in your price
range. It seems perfect.

Take a Guess

F

loaters are:
1. Small moving spots
in your eyes

2. People who can't swim

But you aren't just buying a
house. You're also "buying"
the neighbors, the traffic,
the commute, and every
thing else that creates the
neighborhood's atmosphere.
You want to be sure the
entire package is what
you're looking for. So after
you've fallen for the house,
take some time to get to
know the surroundings.

All Day and All of
the Night
You're about to make one
of the biggest finanCial

commitments of your life for
a house you've probably
seen only a handful of times
during the day. But com
munities can look much
different during nights and
weekends. Bright lights or
noise from businesses or
sports arenas could be a
major distraction. The
neighborhood may be a
shortcut between major
thoroughfares. The house
down the street might blast
loud music or have inces
santly barking dogs. By
visiting the neighborhood
on different days and at
different times of the day
and evening, you may be
able to identify potential
issues that could make
you rethink the purchase.

The Long and
Winding Road
Living in a rural setting
has its perks, but don't
forget to consider your
distance from work, shop
ping, schools, or even
community events. Find
out whether public trans
portation is available if
you need it. And if you
have kids, keep in mind
that you may frequently be
transporting them to school
events and friends' homes.

Communication
Breakdown
Being connected is impor
tant in today's world. Make
sure the location has reliable
cell phone and Internet
services. •

3. A form of debt issued by
the U.S. Treasury
Hooray for you if you chose
number 3! Floating-rate
notes - or floaters - are a
type of bond that doesn't
have a fixed interest pay
ment. The coupon rate
"floats," which may benefit
investors who want to take
advantage of higher short
ternl rates when interest
rates are rising. Floaters
have a two-year maturity.
Interest rates are based on
the most recent 13-week
Treasury bill auction and are
set almost weekly.

j~.

Floating-rate notes are the
first security introduced by
the U.S. Treasury since the
launch of Treasury Inflation
Protected Securities (TIPS)
in 1997. TIPS are inflation
linked securities whose
principal is adjusted based
on the rise and fall in the
U,S, inflation rate.
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Summer Jobs, Teen Taxes

W

ill your child have

of Confusion

to pay taxes on the
income earned at
a summer job? It's impor
tant to !mow the guidelines
and keep good records.

I

f you contribute to a
40l(k), another employer
sponsored retirement
plan, or a traditional individ
ual retirement account (IRA),
remember that the IRS isn't
going to let your money stay
tax deferred forever. So gen
erally, you'll have to begin
taking required minimum
distributions (RMDs) by
April 1 of the year after you
tum age 70 1h. The rules are
complex, but here are some
general guidelines.

• Tips from waitressing,
etc., are considered taxable
income.
• Net earnings of $400 or
more from self-employment
(e.g., babysitting, lawn
mowing) are subject to
self-employment tax, in
addition to income tax.
• Your child may be taxed
on unearned income (divi
dends and interest) from
bank and investment
accounts set up under
your child's Social Security
number.
• Your child can claim an
exemption from federal
income-tax withholding

if he or she had no income
tax liability last year and
doesn't expect to owe
income taxes this year
(e.g., because anticipated

earnings are less than the
standard deduction for
single taxpayers, $6,300
for 2015) .

Trusts  Something for Everyone

H

aving great wealth
may be nice, but it's
not a prerequisite
for including a trust in your
estate plan. Even individu
als with modest assets
may want to use a trust to
accomplish certain estate
planning goals. A trust can
give you more control over
how and when assets are
distributed to beneficiaries.
Here is a brief overview of
some of the estate planning
objectives you can accom
plish using a trust.

Thwart a spendthrift. You
can address concerns that
a loved one won't success
fully manage an inheritance
through a trust set up
to distribute assets over
a period of time and in
amounts you specify.
Such a trust can also help
protect the assets from the

RMDs: Land

beneficiary's creditors, a
lawSUit, or during a divorce.
Leave assets to chlldren
from a previous marriage.
Unin ten tional d isinheri
tance of one spouse's
children is sometimes a
consequence of second
maniages. Within blended
families, a trust can be
used to pass assets to the
decedent's biological chil
dren following the death
of the second spouse.
Provide for a disabled
chlld or relative, A special
needs trust can be struc
tured to ensure that assets
are used to benefit a dis
abled beneficiary without
causing the individual to lose
government benefits, such
as health care and housing.
Passing along a family
business interest. A trust

can help pass business
interests to a deSignated
family member while
providing a proportionate
inheritance to family
members who aren't
involved in the business.
Appoint a financial
fiduciary. Couples or indi
viduals without children or
other family may want to
set up a trust and appoint
a trust company to man
age their finanCial affairs
should they become
unable to do so.
Keep financial affairs
private. Once a will goes
through probate, the
information in it becomes
public. Placing assets in
a living trust ensures
privacy over how and
to whom assets are
distributed.

• Although you have until
April 1 to take your first
RMD, all subsequent distri
butions must be taken by
December 31. Taking two
distributions in your first
year could potentially put
you in a higher tax bracket
for that year.
• You must calculate RMDs
separately for each retire
ment account you own. If
you have multiple lRAs, your
RMD can come from a single
IRA or a combination of
accounts.
• Failing to timely take your
RMD may result in a 50%
penalty on the funds you
should have withdrawn.
You don't have to
take RMDs from a
Roth IRA if you're
the original

Company Talk

Y

OU can learn a thing or two by reading a company's
fmancial documents if you know what information to
look for and how it relates to investing.

Form 10-Q
Form lO-Q is the report that publicly
traded companies file with the Secu
rities and Exchange Commission
(SEC) for each of their first three
fiscal quarters. The report discusses
how the company makes money and
what it costs to run the business.
These reports make it possible to
compare the company's revenue,
expenses, earnings, and cash flow
from one quarter to the next.

Form 10-K
A company's armual report filed on
Form lO-K offers a complete overview of the company's
business and financial condition. The report details company

operations and risk factors that describe things that could
go wrong. It's more straightforward than the armual report
companies typically send to shareholders, so you might want
to get your hands on one if you don't
receive it.
Proxy Statement

The proxy statement shareholders
receive often contains important infor
mation about the company as well.
Bios of the company's directors show
you their areas of expertise and back
grounds. Investors can fmd out how
much top managers are paid and what
portion of their compensation is stock
based, which might provide managers
\vith an incentive to improve company
performance. You can also read about
any business relationships between
the company and its directors or executives. Any potential
conflicts of interest should make investors wary.
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