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Low mutual fund expenses

Lighten the Load
Do mutual fund investors prefer to invest in funds
offering low expense ratios? The answer is yes.
Expense ratios are an important factor in choosing a
mutual fund, because they affect returns. It seems that
the market is taking matters into its own hands and
putting more assets in low-expense funds. As of
October 2013, the average expense ratio for domestic
funds was 1.14%. Investors pooled about 86% of net
assets in funds with expenses lower than the average,
leaving only a small portion to higher expense funds.
You would think that a majority of funds available to
investors would have fairly low expenses, but 54% of
funds have below-average expenses and 46% have
expenses equal to or above the average expense. With
more funds available and a variety of added investment
choices, investors have clearly chosen the low-cost
alternative.
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Chambers Financial Group is a
comprehensive financial services
firm that was founded in 1984
with the goal of assisting our
clientele with a holistic financial
view in mind. We integrate many
of the financial areas in your life,
including investment planning,
portfolio management, retirement
planning, estate and tax planning.
We are an independent family
practice dedicated to providing
objective, responsible financial

planning assistance to a broad
range of clients. Our objective is
to help our clients live the life
they wish to, both now and in the
future. Our clients’ success is our
success.
We believe in building long-term
relationships with our clients. We
believe in the value of building
trust and confidence with long
range plans to achieve your
financial goals. We give unbiased,
honest advice and believe

patience along with discipline is
crucial in the achievement of
defined investment goals.
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Financial Planning for Women
Financial planning may present different challenges
for women as opposed to men for various reasons.
Knowing these challenges, when and if they are likely
to occur is crucial for women to successfully manage
income, expenses, retirement planning, college
planning for children, and any other money matters
that need attention.
Challenge 1: Women tend to live longer than men.
According to 2009 data from the Centers for Disease
Control, remaining life expectancy for a 65-year old
woman is 20.3 years, as opposed to only 17.6 years for
a 65-year-old man. This may mean that not only do
women need to accumulate more assets for retirement,
but also that they need to manage these assets much
more carefully in retirement in order to make them
last for a longer period of time. It is, therefore,
paramount for women to begin contributing to a
retirement account as soon as possible. According to
the Department of Labor’s “Women and Retirement
Savings” publication, only 45% of the 62 million
women (age 21 to 64) working in the United States
participate in a retirement plan. This is probably one
of the worst financial-planning mistakes you can
make. If your workplace offers a 401(k) plan, you
should start contributing as soon as you receive your
first paycheck, and make sure you’re contributing
enough to take advantage of the employer match.
Challenge 2: Women are more likely than men to
work part-time, which means they may not be eligible
for benefits (such as retirement-plan participation). If
a 401(k) isn’t an option, consider an Individual
Retirement Account (IRA) instead. A traditional IRA
gives you the benefit of tax deferral, meaning that your
assets will be able to grow tax-free until you begin
withdrawing in retirement. A Roth IRA is not taxdeferred, but may offer other advantages. Conduct the
necessary research and consult a financial advisor to
determine which type of retirement account is the best
option for you.
Challenge 3: Women, in general, earn less than men.
Median income for men was $48,202 in 2011,
compared with only $37,118 for women (Current
Population Reports: Income, Poverty, and Health
Insurance Coverage in the United States, September
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2012, U.S. Census Bureau). This also puts women at a
significant disadvantage financially, especially if they’re
single, widowed, or divorced and don’t enjoy the
security of a dual-income household. Precisely because
they earn less, women have to be more disciplined
about saving and investing. Make a realistic budget to
assess your financial situation. Control your expenses
as much as you can, and invest the rest. No matter
how tiny it may seem, every little dollar you put aside
today counts.
Challenge 4: Women tend to take more breaks from
the workplace and have shorter job tenure, since they
are most often the primary caregivers for children and
also elderly relatives. This makes it difficult to get back
into the workforce (and at the same pay level). The
most important thing is safeguarding your retirement
savings. No matter how tempted you might be, do not
cash out your 401(k). If you do, you will not only pay
taxes, but you’ll also incur early-withdrawal penalties.
Instead, consider rolling your 401(k) over into an IRA,
and do the necessary research before you begin this
process.
401(k) plans are long-term retirement savings vehicles.
Withdrawal of pre-tax contributions and/or earnings
will be subject to ordinary income tax and, if taken
prior to age 59 1/2, may be subject to a 10% federal tax
penalty. Funds in a traditional IRA grow tax-deferred
and are taxed at ordinary income tax rates when
withdrawn. Contributions to a Roth IRA are not taxdeductible, but funds grow tax-free, and can be
withdrawn tax free if assets are held for five years. A
10% federal tax penalty may apply for withdrawals
prior to age 59 1/2. Please consult with a financial or
tax professional for advice specific to your situation.
Investing in securities always involves risk of loss,
including the risk of losing the entire investment.
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Questions to Ask Before Paying Off a
Mortgage
The decision to pay off a mortgage or invest in the
market is far from black and white. For those who are
close to retirement and already have plenty of other
liquid financial assets, paying off a mortgage could be
a wise use of cash. Such homeowners aren't likely to be
saving a lot because of their mortgage-interest
deductions, which tend to be more valuable early in
the life of the loan than in the later years, and their
investment-asset mixes might be skewing toward lowreturning cash and bonds, not stocks. Moreover, many
retirees concur that reducing their in-retirement
overhead by retiring debt reduces worries and frees up
cash for travel and other pursuits. For others, however,
a mortgage pay down might not be the right answer.
Although it might seem comforting to own your home
free and clear, there's invariably a trade-off involved.
You're reducing your investments in more liquid assets
in favor of an asset that's not liquid at all. A happy
medium for many households might be to balance
modest prepayments of mortgage principal with
ongoing contributions to retirement-plan accounts.
Here are some questions to think through as you make
this important decision for your household.
Is your retirement plan on track? Before paying off a
mortgage you may want to spend some time evaluating
the viability of your retirement plan. Paying off a
mortgage rather than investing in the market may
mean having fewer liquid assets for retirement.
However, with lower household expenses, you may be
able to step up your future retirement-plan
contributions; having a paid-off home will also mean
that your in-retirement costs may be lower. Time
horizon is an important aspect of decision-making
here. Those with more years until retirement can
better harness the compounding benefits of
investment assets, whereas those nearing or in
retirement and expecting to begin drawing on their
investment assets might not get such a big bang from
investing more.
What's your investment mix, and where are you
holding it? The composition of your investment assets
and where you hold them are also important
considerations. The case for investing in the market
rather than prepaying the mortgage gets even stronger
if you hold your investments within the confines of a
tax-sheltered vehicle and/or you're earning matching
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dollars on your contributions. On the flip side,
portfolios that are heavy on cash and fixed-income
securities, especially those that are fully taxable from
year to year, are less likely to out earn mortgage
interest rates.
How diversified are you? Some homeowners think of
their houses as a retirement-savings vehicle: When it
comes time to retire, they'll cash in their equity and
downsize to a smaller place. However, the past several
years have taught many homeowners that's easier said
than done. Many haven't been able to sell when they
wanted, and they also haven't been able to receive
anything close to the prices they were expecting.
Pairing home equity with more liquid stock and bond
assets may give you a lot more flexibility to ride out
downturns in the housing market.
How much is your mortgage-interest deduction saving
you? Many homeowners assume that it's wise to hang
on to their mortgages because of the tax deduction
they can take on their interest. But that deduction
shrinks as the years go by because home loans are front
-loaded toward interest payments. People who have
been able to pay down a mortgage for many years may
be overestimating the amount of taxes they're saving
by having a mortgage, and itemizing deductions may
not be saving them much versus the standard
deduction.
Diversification does not eliminate the risk of
experiencing investment losses. Government bonds are
guaranteed by the full faith and credit of the U.S.
government as to the timely payment of principal and
interest, while stocks are not guaranteed and have been
more volatile than bonds. Please consult with a
financial and tax professional for advice specific to
your situation.
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Don’t Forget to Raise Your IRA
Contribution
In 2013, contribution limits for both traditional and
Roth IRAs (individual retirement accounts) will
increase to $5,500 a year for those 49 years of age or
younger. If you are 50 or older, the maximum
contribution is $6,500. This limit can be split between
a traditional and a Roth IRA. These annual
contribution limits are imposed by the Federal
Government.
The graph shows both a $4,500 and $5,500 annual
contribution growing at a hypothetical 8% annual
return. Notice the dramatic impact on the ending
value of the portfolio. This may be a great time to reevaluate your financial situation and increase your
annual investment to your IRA. Even if you are unable
to max out your contribution, any increase you can
afford may help you reach your savings goals more
easily in the long run.
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