
T A TImE when baby boomer couples 
should be saving for their own retire-
ments, many feel squeezed by competing 
financial needs.  having started families 

later than past generations, their children may just 
now be entering college or still living at home.  At 
the same time, aging parents may need financial 
assistance.  It is a dilemma that is likely to become 
more common. 

CAring for pArents 
As life expectancies continue to rise, it becomes 

increasingly likely that you may need to help an 
aging parent.  Some financial precautions you 
should consider now include: 
✔ Investigate long-term-care insurance for your par-

ents.  If they can’t afford the insurance, you may 
want to purchase it for them. 

✔ have your parents prepare a listing of their 
assets, liabilities, and income sources, including 
the location of important documents.  This can 
save time if you need to take over their finances. 

✔ make sure your parents have legal documents in 
place so someone can take over their financial 
affairs if they become incapacitated.  They may 
also want to delegate healthcare decisions. 

✔ Understand the tax laws if you provide financial 
support to your parents.  You may be able to 
claim them as dependents if you provide more 
than half of their support.  Additionally, you may 
be able to deduct medical expenses paid on their 
behalf. 
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Squeezed by Competing Needs

How to Talk Finances 
with Your Parents

hERE comES A time when even the most 
independent of parents will need to start 
relying on their children, especially when it 
comes to money.   

how to ApproACh Your pArents 
control is a big deal — no one likes to give it 

up, especially those who have been taking care of 
themselves for decades. In fact, the feeling of losing 
control over their finances can cause parents to lash 
out and respond with anger. one strategy to avoid 
this is by appealing to their desire to help and pro-
tect you. You can ask them for tips and guidance on 
your own financial planning, opening a discussion 
about how they have set things up in their own 
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✔ Find out if your employer offers a flexible spend-
ing account for elder care.  This may allow you to 
set aside pretax dollars to pay elder-care expenses 
for a dependent parent. 

Assisting Your Children 
For many families, college costs are significant.  

While you may want to pay all college expenses for 
your children, it may not be feasible with competing 
needs to save for retirement and/or assist parents.  
Some strategies to consider include: 
✔ Shift some of the burden to your children,  

A
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lives. Touch on long-term care and ask if they’ve set money 
aside in savings for this or if they have a long-term care insur-
ance policy, instead. 

Sometimes the best route to take is involving a third 
party. Parents can have a very difficult time opening up to 
their children about sensitive matters, especially if things have 
not gone according to plan financially. Using a financial plan-
ner, tax advisor, or elder law attorney can remove their feel-
ings of damaged pride or worries that you might think less of 
them.  

orgAnizing Your pArents’ finAnCes 
When the time comes to get everything in order for them, 

you will need a lot of information and paperwork. This 
includes: 
✔ sourCes of retirement inCome. If they don’t have records 

readily available, you may need to check the mail or their 
online bank accounts to determine what they have coming 
in through investments, retirement plans, Social Security, 
etc. 

✔ residentiAl preferenCe. Your parents may want to live in 
the family house forever, but it is likely they will not be 
able to remain independent indefinitely. If one or both of 
them becomes ill, they may need 24-hour care that you 
may not be able to provide. This means you will need to 
know what they can afford and where they would prefer to 
stay. 

✔ lAst will And testAment. make sure your parents have an 
updated will so that their surviving loved ones do not end 
up in a legal battle upon their passing. The best way to 
make sure things are done according to their wishes is to 
have them write up a will, not rely on spoken agreements. 

✔ durAble power of AttorneY. The legal authorization to 
take over your parents’ finances and make decisions on 
their behalf is an important matter to have settled. You will 
also need to determine who will have durable power of 
attorney for healthcare to make healthcare-related decisions 
for them.  

✔ living will. This is similar to a durable power of attorney 
for healthcare, but is also a reflection of the direct wishes of 
the incapacitated person, such as if they would prefer not 
to be resuscitated and other life-saving measures. 

✔ funerAl ArrAngements. Your parents may have already 
sorted out some of these issues, such as where they would 
prefer to be buried or have their ashes spread, but seniors 
often forget to tell their children about this. It may seem 
morbid, but it is important to know their wishes before-
hand. 

✔ updAted benefiCiArY forms. Your parents will need up-to-
date beneficiaries for everything from insurance policies to 
insurance payouts. 

✔ plAn for estAte tAxes. The larger the estate, the more pru-
dent it may be to seek advice from an estate attorney or 
financial advisor.     ✔✔✔

Credit Issues as You Age

WhIlE oBTAInIng cREdIT can be just as important for 
older individuals as it is for younger ones, the 
elderly often have unique credit issues.  For 

instance, waiting until after retirement to apply for a loan can 
result in the loan being rejected because income is much 
lower.  Also, if one spouse dies, sometimes the surviving 
spouse may find that lenders want to close accounts or 
he/she may not have sufficient credit history to apply for 
credit on his/her own. 

To help ensure you don’t have credit problems as you 
age, consider these tips: 
✔ ApplY for mAjor loAns while You Are still working.  If 

you are getting close to retirement and know you’ll need 
a loan, perhaps for a retirement home or new car, apply 
for credit a few years before retirement. 

✔ mAke sure Credit CArds Are obtAined As joint 
ACCounts.  If you have an individual account with your 
spouse listed as an authorized user, lenders can close the 

account if you die.  however, if it is a joint account, the 
creditor cannot automatically close the account or change 
its terms.  The lender may require your spouse to update 
the application if it suspects he/she does not have ade-
quate income for the credit limit. 

✔ ensure thAt both You And Your spouse hAve good 
Credit histories.  Review your credit reports, ensuring 
that all information is accurate and you both have suffi-
cient history.  That way, either of you will be able to 
obtain credit if the other dies. 

✔ if You Are denied Credit, find out whY.  It could have 
been an error, or you may convince the lender to  
consider other information.  You may also be able to 
negotiate a compromise with the lender.  For instance, if 
the lender is concerned about your age when considering 
a 30-year mortgage, perhaps a 15-year mortgage would be 
acceptable.     ✔✔✔ 
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requiring them to work part-time during college or take out 
student loans. 

✔ Understand the financial aid system, investigating all finan-
cial aid sources.  Search for scholarships that are not based 
on need.  Apply to several different colleges, looking for 
the best financial aid package.  negotiate with your child’s 
preferred college to see if you can increase that financial aid 
package. 

✔ look for ways to reduce the cost of college.  Your child can 
start at a community college, which is often cheaper than a 
four-year university, especially if the child commutes from 
home.  Also consider a public university in your state, 
which will generally be more affordable than a private uni-
versity. 
once your child graduates from college, don’t assume 

your financial responsibilities are over.  Adult children may 
return home for a variety of reasons — they can’t find a well-
paying job, they have too much debt to live alone, or they 
divorce and need financial support.  If your child returns 
home, realize there are increased costs — additional food, 
phone bills, utilities, etc.  consider charging rent and imposing 
a deadline on how long he/she can stay. 

don’t forget Yourself 
When faced with the competing needs of children and 

aging parents, it’s easy to neglect your own need to save for 
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Segregating Your Risk

YoUR WIllIngnESS To assume risk with your investments 
is not necessarily a static concept.  You may be less 
willing to take risk with investments designated for an 

essential financial goal, while you may be more willing to take 
risk for nonessential goals.  however, those varying risk levels 
may be difficult to assess if all your investments are commin-
gled in one account. 

For instance, assume you have three goals — to ensure 
you have enough funds to support yourself through retire-
ment, to send your children to Ivy-league colleges, and to pur-
chase a vacation home.  The most crucial goal is to ensure you 
don’t run out of money during retirement.  Thus, you want a 
high level of assurance you’ll reach that goal, devoting a sub-
stantial portion of your resources to the pursuit of it.  Your 
investments for that goal are likely to be somewhat conserva-
tive, especially as you approach retirement age.  The next 
important goal is sending your children to Ivy-league colleges.  

retirement.  But don’t feel guilty about your retirement needs.  
one of the best gifts you can give your children is the knowl-
edge that you will be financially independent during retire-
ment.  consider the following: 
✔ calculate how much you need for retirement and how 
much to save on an annual basis to reach that goal.  don’t 
give up if that amount is beyond what you are able to save 
now.  Start out saving what you can, resolving to signifi-
cantly increase your savings once your parents’ or chil-
dren’s needs have passed.   

✔ Take advantage of all retirement plans.  Enroll in your 
company’s 401(k), 403(b), or other defined-contribution 
plan as soon as you’re eligible.  Also consider investing in 
individual retirement accounts.   

✔ Reconsider your views about retirement.  Instead of a time 
of total leisure, consider working at a less-stressful job, 
starting your own business, or turning hobbies into paying 
jobs.     ✔✔✔

You have more limited resources to devote to that goal, 
plus your children can still attend a less-expensive college 
or pay part of the costs themselves.  For that goal, you 
may be willing to assume more risk with your investments 
to increase the likelihood of reaching it.  Your goal for a 
vacation home is clearly last, so you may have few 
resources to devote to it.  For that goal, you may be willing 
to use very aggressive investments, since that may be the 
only way to achieve it. 

The point is that your willingness to assume risk is 
not static.  It will vary depending on how important the 
goal is to you and how much you can designate to it.  
commingling all investments for all goals in one account 
may make it difficult to analyze your investments in this 
manner.  Thus, you might want to set up separate accounts 
for each goal, so you can more closely match the invest-
ments to your willingness to assume risk.     ✔✔✔      



4

4-Year Summary of Dow Jones
Industrial Average, 3-Month T-Bill &

20-Year Treasury Bond Yield
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Month End % Change
 Feb 19       Jan 19       Dec 18       YTD  12-Mon.

Dow Jones Ind.          25916.00       24999.67    23327.46       11.1%     3.5%
S&P 500                        2784.49         2704.10      2506.85       11.1        2.6
Nasdaq Comp.            7532.53         7281.74      6635.28       13.5        3.6
Wilshire 5000             28824.88       27905.54    25724.51       12.1        3.0
Gold                              1319.15         1323.25      1281.65         2.9        0.1
Silver                                 15.66             16.08          15.51         1.0       -4.7
                                                                                                 Dec 17 Feb 18
Prime rate                          5.50               5.50            5.50         4.50      4.50
Money market rate           0.61               0.59            0.56         0.33      0.30
3-month T-bill rate            2.41               2.38            2.47         1.45      1.65
20-yr. T-bond rate             2.86               2.91            3.03         2.66      3.03
Dow Jones Corp.               4.08               4.16            4.40         3.13      3.63
Bond Buyer Muni             4.06               4.12            4.08         3.88      4.01
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.
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Why Teach Children about Investing?
IT’S nEvER Too early to begin teaching your children about money. 

children as young as three can begin grasping basic financial concepts, 
while older kids can handle more advanced concepts than adults may 
give them credit for. When you teach lessons about money, you give 
your children a valuable gift that will serve them well throughout their 
lives and help to put them on the path to financial independence. here 
are four good reasons to teach your children about investing. 

beCAuse somedAY theY’ll need to do it on their own — You 
teach your children to ride a bike, swim, or safely cross the street be-
cause you want to be confident they’ll eventually be able to do those 
things without you holding their hand. The same goes for investing. 
once your children are on their own and have jobs, they’ll have to 
make decisions about investing for retirement and other goals. If they 
are armed with good lessons from childhood, they’re more likely to 
make smart decisions. 

beCAuse good moneY hAbits stArt eArlY — children’s core 
money habits may be ingrained as early as seven years old. While it 
may not be reasonable to expect a second grader to understand the in-
tricacies of derivatives and hedge funds (especially when most adults 
aren’t familiar with those concepts), you can start to teach children 
about concepts related to investing, like the idea that wealth builds 
over time. one way to do this is by having children open a savings ac-
count that earns interest, or you could reward their saving on your 

own, perhaps by matching a certain percentage of their savings, just 
like your employer matches 401(k) contributions. 

so theY CAn mAke mistAkes — making mistakes is a part of the 
learning process. most people have to make their investing mistakes as 
adults, when losing money often hurts a bit more. But by exposing 
your children to investing at a young age — and by letting them make 
their own decisions when it’s appropriate — they’ll learn valuable les-
sons now, when losing money hurts less. So let your children invest a 
small amount in that questionable stock. When it tanks as you expect it 
will, junior will have learned a valuable investing truth. 

so theY CAn stArt building weAlth eArlY  — consistent, fo-
cused investing is one of the best ways for most people to build wealth. 
If your children start young, you’ll be giving them an important leg up 
for their financial future. Even if you aren’t prepared to give children 
the reins yet when it comes to managing their money, you can show 
them how you’re giving them a solid foundation by putting their birth-
day cash and other gifts in an investment account like a Roth IRA. As 
long as children have earned income from a job, they can put money in 
a traditional or Roth IRA. Even if it’s just a few hundred dollars, by 
starting early, their money will have decades to grow. If they continue 
those good habits as adults, by the time they reach retirement, your 
child could accumulate a significant sum.     ✔✔✔ 
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