
heRe IS nO one golden amount to aim for 
in retirement. everyone is unique and 
specific retirement plans depend on fac-
tors that are more complex than a generic 

one-size-fits-all plan can successfully navigate. 
however, when deciding where to start when it 
comes to saving for retirement, there are a few com-
mon goals people can keep in mind. 

goal #1: Saving $1 Million (for a 
$40,000 per year incoMe over 30 
yearS of retireMent) 

Depending on where you live and what activi-
ties you plan for your retirement, a goal of $1 million 
may or may not actually meet your needs. While it 
seems like a large amount, remember that you need 
it to last for the entirety of your retirement. In some 
states, the cost of living is so high that $1 million 
won’t even sustain you for 20 years into your retire-
ment.  

In 2017, GOBankingRates determined the aver-
age total expenditures for people 65 and older  
(including groceries, housing, utilities, transporta-
tion, and healthcare) and multiplied that amount by 
the cost of living index of each state in the U.S. they 
then used that amount to determine how long a the-
oretical $1 million retirement fund would last in each 
state. the four most expensive states were hawaii 
($1 million would last just under 12 years), 
California (16 years, 5 months), Alaska (17 years), 
and new York (17 years, 1 month). to stretch your 
retirement dollars further, one would need to consid-
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How Much Do You Really Need to Retire?

Nurturing Your IRA
t’S teMPtInG tO pay little attention to an 
individual retirement account (IRA).  
After all, with a maximum contribution of 
$6,000 in 2019 ($7,000 in 2019 if you are 

over age 50), how much can an IRA contribute 
to the vast sums you’ll need for retirement?  
the answer is plenty, especially if you follow 
these tips: 

4 Start contributing aS Soon aS poSSible.  
that way, tax-deferred or tax-free com-
pounding of earnings can have a dramatic 
impact on your IRA’s ultimate value.  
Consider the following example.  Four indi-
viduals, ages 20, 30, 40, and 50, each con-
tribute $5,000 to an IRA this year.  What will 
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er residing in one of these four cheapest states: 
Mississippi ($1 million would last 26 years and 4 
months), Arkansas (25 years, 6 months), Oklahoma 
(25 years, 2 months), or Michigan (25 years).  

If you plan on retiring in the same state in 
which you live today, make sure you check to see 
how much your cost of living would be for your spe-
cific situation. Remember you will also have Social 
Security to tap into, but that amount will likely not 
make up the difference in the most expensive states. 
Likewise, if you are still carrying a mortgage into 
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that amount grow to when each person reaches age 
65, assuming an 8% annual rate of return?  the 50-
year-old will potentially have $15,861, the 40-year-
old will have $34,242, the 30-year-old will have 
$73,927, and the 20-year-old will have $159,602.  
Compounding of earnings turned the 20-year-old’s 
contribution into a much larger balance.* 

4 contribute every year until you reach retireMent.  
even if you can’t afford the maximum contribution, 
contribute something every year.  Over a period of 
time, a modest investment program can grow to a 
significant sum.  Assume that at age 30, you start  
contributing $5,000 per year to an IRA, earning 8% 
compounded annually.  After one year, you would 
have only $5,400.  But that will grow to $29,333 after 
five years, $72,433 after 10 years, $228,810 after 20 
years, and $861,581 after 35 years, when you turn age 
65.*  (Keep in mind that an automatic investing program, 
such as dollar cost averaging, does not assure a profit or 
protect against loss in declining markets.  Because such a 
strategy involves periodic investments, consider your 
financial ability and willingness to continue purchases 
through periods of low price levels.) 

4 Select inveStMentS with care.  Your IRA should be 
a long-term investment vehicle for retirement, so 
investments should be appropriate for that long time 
frame.  even modest changes in your rate of return 
can substantially impact your IRA’s ultimate value.  
For example, assume you have $10,000 in your IRA, 
which will be invested for 30 years.  If you earn an  
average rate of return of 6% compounded annually, 
your balance would equal $57,435.  Increase that 
return to 8%, and your ending balance would equal 
$100,627, a difference of $43,192.* 

4 fund your ira at the beginning of the year, 
rather than at the end.  this allows contributions 
and earnings to compound for a longer period.  For 
example, assume you are 30 years old and make a 
$5,000 IRA contribution at year-end for 35 years.  If 
you earn 8% compounded annually, your IRA bal-
ance would equal $861,584 at age 65.  Make the con-
tribution at the beginning of the year instead, and 
your balance would equal $930,511, a difference of 
$68,927.*     444 

* These examples are provided for illustrative purposes only and are 
not intended to project the performance of a specific investment.  
They do not take into account the effects of commissions or any taxes 
that may be due.

Managing Correlations

t he CORReLAtIOn, OR relationship, between two different 
investments can be difficult to determine without his-
torical data and statistical analytical tools.  however, 

there are some basic rules of thumb that can help explain 
how the different forces interact and how investors can profit 
from them. Most investments have a high correlation-to- 
market performance.  In other words, when the overall mar-
ket is rising, they’re rising too, so there is less variability 
between their performance and the performance of the mar-
ket as a whole.   

Other investment classes have a low correlation-to- 
market performance.  Investments in this category typically 
include currencies, commodities, and most hedge funds.  
While these typically carry more risk than investments with 
a high correlation, they can be good alternatives during peri-
ods of uncertainty or bear markets. 

then there are investments with a negative correlation to 
the market — they rise when the market falls, and vice versa.  
these are some of the most challenging investments to man-

age.  While they can serve to diversify a portfolio and lower 
risk, by themselves they carry the highest risk since the 
investor is betting against the market.  Investments in this 
category include shorted indexes and stocks dealing with 
inferior goods. 

While each of these investment classes carries its own 
risk, combined they can lower your portfolio’s overall risk. 
When investors combine assets whose returns show low cor-
relation with each other, they can minimize risk while maxi-
mizing return.  thus, it is possible to be a prudent investor 
even if your portfolio includes riskier assets — as long as 
those riskier-yet-higher-yielding investments are balanced 
with others in a well-diversified portfolio.  

A business school student’s dissertation could be written 
on the correlation between investment classes — and, in the 
end, sometimes the basics of investing are most important to 
remember: those seeking higher returns will have to bear 
higher risks. Please call if you are interested in investigating 
the right asset classes for your goals.      444 
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retirement or want to go on expensive vacations, plan on sav-
ing beyond the $1 million mark. 

goal #2: replacing 70%–80% of  
preretireMent incoMe 

Income replacement rates refer to the percentage of your 
preretirement income you would need to replace to maintain a 
similar standard of living once you retire. the general rule of 
thumb is that most people will need 70%–80%, but this is not 
always an accurate assessment, since it assumes that expenses 
decrease after retirement. In truth, many people find that their 
expenses increase.  

Retirees are no longer contributing to a 401(k) plan or 
commuting to work, but they sign up for classes and outings, 
go on indulgent vacations, and often contribute to their grand-
children’s school trips and college funds. Many of the things 
you dream of doing once you retire cost money, and that is 
why those looking forward to an active retirement should try 
to get to a replacement rate closer to 100% of their preretire-
ment income. 

goal #3: Saving 10%–15% of your  
current incoMe 

If you start saving 10% of your income at age 25, you 
could retire at age 65 with a 70% replacement rate. Most twen-
ty-somethings now are struggling with a high amount of stu-
dent loan debt, so it can be difficult for them to put that 10% 
toward retirement instead of paying down loans. But consider 
this: if you wait until later to start saving for retirement, the 
squeeze on your paycheck will be much, much tighter. A 45-

How Much Do You Really Need? 
Continued from page 1

The Fundamental Investing Principle

t he WhOLe POInt of an investment program is to accumu-
late sufficient funds to meet your financial goals.  So 
what is the most fundamental investment principle — 

selecting the proper investments, accumulating the correct 
combination of assets, or timing the market to avoid correc-
tions?  Actually, the answer may not even sound like an invest-
ment principle at all.  to help ensure you meet your financial 
goals, you must save significant sums of money on a consistent 
basis.  that one habit will do more to help you reach your 
financial goals than anything else.  Consider the following 
example. 

Fresh out of college and 25 years old, you decide you’ll 
need $1,000,000 when you retire at age 65.  You can save on a 
tax-deferred basis through your employer’s 401(k) plan and 
expect to earn 8% compounded annually.  If you start at age 

year-old who wants to retire at age 65 with a 70% replacement 
rate will need to save more than a quarter of his/her income 
to reach that mark. the majority of people have a mortgage 
and family to provide for at that point, so aggressive saving is 
often not realistic. 

the younger you start, the easier it is — both in regard to 
the percentage you need to put away and in developing a 
habit of saving for your future. A 10%–15% saving target will 
lay down a solid foundation that will set you up for growth 
and success later on. 

goal #4: your cuStoMized retireMent 
nuMber 

Just as your retirement goal must be realistic for your res-
ident state and the activities you want to pursue, it truly must 
be designed with your desired standard of living in mind. 
this will need to include anything you will ultimately want to 
leave for your children or for charity in addition to providing 
for potential health problems you or your spouse could face. 
that is why common goals are really just a starting point: the 
nitty-gritty details depend on what is achievable for you and 
how much it will take for the retirement you want. 

Please call if you’d like to discuss how much you’ll need 
for retirement in more detail.     444

25, you’ll need to invest $3,860 a year for 40 years to reach 
your goal.  however, you decide to wait 10 years.  At age 
35, you now need to invest $8,827 per year for 30 years.  
Still seems like too much?  Consider that at age 45, you 
need to invest $21,852 annually.  the really bad news is 
that someone waiting until age 55 will need to invest 
$69,029 annually to reach that goal.  By postponing invest-
ing, you lose time and with it, the ability for compounding 
returns on your contributions to perform much of the 
working of attaining your goals.*    444 

* this example is for illustrative purposes only and is not intend-
ed to project the performance of a specific investment.  It does 
not consider the payment of income taxes.  Keep in mind that a 
plan of regular investing does not assure a profit or protect 
against loss in declining markets.
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4-Year Summary of Dow Jones

Industrial Average, 3-Month T-Bill &
20-Year Treasury Bond Yield

June 2015 to May 2019
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Month End % Change
 May 19       Apr 19       Mar 19     YTD   12-Mon.

Dow Jones Ind.          24815.04       26592.91    25928.68         6.4%     1.6%
S&P 500                        2752.06         2945.83      2834.40         9.8        1.7
Nasdaq Comp.            7453.15         8095.39      7729.32       12.3        0.1
Wilshire 5000             28305.22       30324.81    29193.90       10.0        0.5
Gold                              1295.55         1282.30      1295.15         1.1       -0.8
Silver                                 14.59             14.95          15.08        -5.9     -11.6
                                                                                                 Dec 18 May 18
Prime rate                          5.50               5.50            5.50         5.50      4.75
Money market rate           0.72               0.65            0.59         0.56      0.47
3-month T-bill rate            2.31               2.39            2.41         2.47      1.90
20-yr. T-bond rate             2.39               2.78            2.79         3.03      3.14
Dow Jones Corp.               3.63               3.74            3.74         4.40      3.89
Bond Buyer Muni             3.72               3.84            3.86         4.08      4.00
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.

Market Data

Which Goal Is More Important?
WIth LIMIteD ReSOURCeS for saving, which is the most 

important financial goal — saving for your retirement or sav-
ing for your child’s college education?  While many parents 
want to pay the entire cost of their children’s college educa-
tions, the reality is there are a variety of ways to save for that 
education — personal savings, financial aid, and loans.  
Unfortunately, there aren’t similar options for your retirement.  
no one is likely to loan you money if you haven’t saved 
enough for retirement.  You may want to maximize your retire-
ment savings, realizing that there are ways to use those savings 
to help with education costs.  how can that strategy help when 
it comes time to send your child to college?  
4 your retireMent SavingS won’t be conSidered in finan-

cial aid forMulaS.  the federal financial aid formula does 
not consider retirement accounts, including 401(k) plans 
and individual retirement accounts (IRAs), when calculat-
ing your expected family contribution.  For other assets, the 
formula assumes that 5.6% of the parents’ assets and 20% of 
the student’s assets will be used annually for college costs.  
thus, you may actually increase your financial aid award 

by saving in retirement accounts. 
4 you can Still uSe theSe retireMent aSSetS to help pay for 

college coStS.  Money in IRAs can be withdrawn to pay 
higher-education expenses before age 59½ without incur-
ring the 10% federal tax penalty, although income taxes will 
be assessed on the taxable portion of the distribution.  If the 
money is withdrawn from a Roth IRA, your contributions 
can be withdrawn at any time without penalty or taxes. 
earnings can be withdrawn before age 59½ by paying 
income taxes, but not the 10% tax penalty.  With 401(k) 
plans, you typically can’t withdraw the money before 
retirement age unless it is for a hardship withdrawal, but 
you can borrow funds if permitted by the plan.  If you 
don’t need the money to finance college costs, you can 
leave it in your retirement plans to continue to grow for 
your retirement. 

If you’d like to discuss the role your retirement accounts 
should have in financing your children’s college educations, 
please call.     444
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