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Take Advantage of Tax-Deferred
Accounts
One of the main reasons why retirement accounts are
so beneficial is the power of tax deferral. In a taxdeferred investment vehicle, such as a 401(k) plan or
an IRA, your earnings are not taxed until you begin
withdrawing money from your account in retirement.
Consider the image. A hypothetical value of $10,000
is invested in both a taxable and a tax-deferred
account. The difference in value between the two
accounts becomes quite substantial after 20+ years. For
investors with a long investment horizon, a taxdeferred portfolio is an excellent choice.
Please keep in mind that once you begin to withdraw
money from your retirement account, you will be taxed
accordingly. However, since you will most likely earn
less in retirement, withdrawals from a deferred
portfolio may be taxed at a lower rate.
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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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Retirement Investing Q&A
Q: Under current law, at what age can you begin
receiving Social Security benefits?
A: The earliest age at which you can begin receiving
Social Security benefits is 62. However, you will
receive a reduced benefit if you retire before your full
retirement age.
Q: What are some big mistakes that people make
concerning their retirement?
A: Not contributing to an IRA, a 401(k), or both is
probably the single biggest mistake that is made. 45%
of current retirees utilize their personal savings for
retirement income; 62% of current workers anticipate
personal savings to play a role during retirement.
Q: What is the maximum contribution to IRAs (both
regular and Roth) and 401(k) plans in 2012?
A: If you are age 49 or younger, the maximum
contribution is $5,000 for both regular and Roth
IRAs, and $17,000 for a 401(k) plan. If you are age 50
or more, the maximum contribution is $6,000 for both
regular and Roth IRAs, and $22,500 for a 401(k) plan.
Q: Are distributions (payouts) taxed on regular IRAs,
Roth IRAs, and 401(k)s?
A: The short answer is that if you got a tax break on
the contribution, you will pay taxes on the subsequent
distribution. Contributions to regular IRAs and
401(k)s are generally made with pre-tax dollars (pretax contributions reduce your taxable income for the
year in which they are made), so distributions are
taxed. Roth IRA contributions, however, are made
with after-tax dollars, so distributions are generally not
taxed.
Q: At what age can you generally begin taking
distributions from an IRA or 401(k)?
A: You can begin taking distributions from your
regular IRA, Roth IRA, or 401(k) plan at age 59 ½.
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Q: Can you roll your 401(k) over into an IRA?
A: Yes. You can move 401(k) balances into a “rollover”
IRA account without penalty. This option enables you
to keep your money tax deferred, and can potentially
increase your investment options, as IRAs are selfdirected and 401(k) plans have investment options
that are decided by the plan administrator.
Q: How can I begin saving for retirement?
A: Little changes can make huge differences. For
instance, have a regular coffee ($1.75) instead of a latte
($3.50) every morning before work. Invest the savings
each month ($1.75 X 22 workdays = $38.50), and you
could end up with quite a hill of beans!
Sources: Employee Benefit Research Institute, 2012
Retirement Confidence Survey.
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Keeping It Real
Inflation has averaged 3.1% over the last 30 years.
This might not seem like much, but this reported
figure only tracks total goods and services purchased
by the typical consumer. This is a good measure for
the economy at large, but it may not be representative
for individuals whose lifestyles and buying habits differ
from the typical consumer.
Goal-based investors may experience higher inflation.
People who need to focus on savings for college or
medical care may be left short, as the cost for such
items often tends to rise at a faster rate than the
average cost of living. Those investors might not be
able to keep pace with rising costs if they do not take
their real inflation rate into account when planning
their investment goals.
The image illustrates the effect of three types of
inflation on an investment of $1,000 in stocks and
bonds: overall U.S. inflation, medical-care inflation,
and college inflation. After 30 years, inflation has
considerably reduced the wealth of the original
investment. For example, the $1,000 invested in stocks
and bonds only grew to $9,198 and $9,325,
respectively, after adjusting for U.S. inflation. Alas,
even more bad news for a family with children or a
baby boomer nearing retirement.
Further, of the two asset classes considered, bonds
provided more growth after inflation, which is
unusual. Investors wishing to keep pace with inflation
would typically consider a larger allocation to stocks or
explore other investments that protect against
inflation. However, due to the two major crises and
associated stock market declines experienced during
the “lost decade,” stocks performed more weakly than
bonds.
Past performance is no guarantee of future results.
This is for illustrative purposes only and not indicative
of any investment. An investment cannot be made
directly in an index. Government bonds are
guaranteed by the full faith and credit of the United
States government as to the timely payment of
principal and interest, while stocks are not guaranteed
and have been more volatile than bonds. Holding a
portfolio of securities for the long term does not
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ensure a profitable outcome and investing in securities
always involves risk of loss. The rates used in the
analysis and their corresponding compound annual
growth rates are the consumer price index for: all
urban consumers (CPI-U) (3.1%), medical care
(5.4%), and college tuition and fees (7.4%).
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Why You Need a Financial Advisor
After dismal portfolio returns during the “lost decade,”
investors may be wondering why they are still paying
their advisors’ fees. Until recently, the generally
accepted (and expected) premise was that the advisor
would deliver returns in excess of the market. But
since many advisor-managed portfolios lost value with
the market during the two major crises of the decade,
many clients have begun to question the advisors’ role
and their justification for receiving fees even during
periods of poor performance.
An advisor’s value, however, may go beyond returns
that beat the market. Of course, return is the first
thing investors tend to think about, but there are other
factors that influence the investing process and need to
be carefully considered, as well. This is where an
advisor can help you. Many investors do not align
their portfolios with their risk tolerance; they
overweigh in stocks expecting high returns and then
can’t sleep at night when the market fluctuates. An
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advisor can help manage your expectations and build a
portfolio that’s best suited for your risk tolerance level.
Another area where an advisor’s expertise can be
valuable is goal-oriented investment. Instead of
accumulating all your savings in one place and
investing them irrespective of a goal or timeline, an
advisor can help you identify various investment goals
(retirement, child’s college fund, income-oriented
investing) and then reorganize your portfolio
according to these goals.
In addition to risk/return management and goaloriented investment, wealth preservation, tax
management, and the prevention of rash decisions are
some of the additional benefits you may gain from the
client-advisor relationship. When you evaluate your
advisor’s performance, think about how an advisor’s
value may extend beyond returns that outperform the
market.
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