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MAKING MONEY LAST THROUGH RETIREMENT

hat many people don’t re-
alize is just how hard it is
for one’s money to last

through retirement without having
proper planning in place. The fact is,
retirement is tricky no matter how
well-off you think you are entering

it, and making your money last is
something that can only be achieved
with careful calculation. Ready to
learn how to make the most of your
retirement without running short of
money halfway through? Here are a
handful of tips.

WHEN SHOULD YOU CONSIDER A 401(k) PLAN?

401(k) plan, a form of defined-

contribution retirement plan. The
government’s motivation was to
encourage Americans to increase
their  private savings as a
supplement to Social Security. For
employers, the appeal was that
defined-contribution plans are sim-
pler to administer and less trouble-
some to fund than pension plans. For
workers, the advantages include an
immediate reduction in taxable in-
come, a potential investment boost in
the form of employer matching con-
tributions, and the potential for high-
er earnings accumulation from tax
deferrals on capital gains and in-
come.

No wonder, then, that defined-
contribution plans are among the
most recognized and prized benefits
in the American workplace. Employ-
ers have learned that the range, qual-

In 1981, tax laws established the

ity, and performance of their plan’s
investment choices matter, as do the
ability to make frequent changes in
investment choices, take out loans,
and flexibility to tap plan assets
when employees experience finan-
cial hardship. They have also learned
that a generous employer-matching
contribution is the single most val-
ued feature for employees.

But is your employer-sponsored
401(k) always the best place for your
money? The answer may not be an
unequivocal yes. Here are five ques-
tions to answer when deciding
whether and how much you should
contribute:

1. DO YOU HAVE AN EMERGENCY
FUND? Typically, every household’s
first priority is to establish an emer-
gency fund equal to three to six
months of earned income. While
there are ways to access funds in

CONTINUED ON PAGE 3

1. CONSIDER LONGEVITY
INSURANCE

Essentially, many of today’s in-
surance companies have tweaked
the ways in which single premium
annuities are paid out, allowing
comfort to baby boomers who are
concerned about getting their
money when they need it most. If
you were to purchase a policy at age
65 for $25,000, for example, the poli-
cy would begin paying out $3,000
per month once you’ve reached the
age of 85. For healthy, active individ-
uals, longevity insurance is worth a
second look.

2. MAKE YOUR HOME
AGE-PROOF

The importance of age-proofing
one’s home is often overlooked by
those who are preparing for retire-
ment. Over time, wear and tear can
wreak havoc on even the most well-
built homes, and repairs can end up
being extremely costly. What's the
solution? Make your home age-
proof before entering retirement. An
age-proof home is not only able to
withstand the elements and the test
of time, but also will be easy for you
and a partner to live in when you
reach old age. Most age-proof homes

CONTINUED ON PAGE 2
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CONTINUED FROM PAGE 1
don’t feature staircases, for example,
due to mobility issues later in life.

3. CHOOSE THE RIGHT
WITHDRAWAL RATE

The withdrawal rate you choose
for your retirement plan will have a
major impact on how comfortably
you're able to retire. Many people
make the mistake of choosing a with-
drawal rate that is simply too high,
such as 10% in their first year of re-
tirement. It's tempting to take out a
fair amount of money and treat your-
self once retirement age has been
met, but it's generally not a good
idea.

In the end, the right withdrawal
rate for you will depend largely on
the strength and diversification of
your portfolio. A smart starting point
for the first year of retirement for
most people is 4%, keeping the same
rate plus adjusting for inflation in the
years to come.

4. KeepP A RAINY DAY FUuND

Most people believe the best way
to ensure a comfortable retirement is
to put as much money as possible
into their retirement funds. However,
it's essential to keep a solid rainy day
fund in case of an emergency. This
fund will exist outside of your retire-
ment plan. How much should you
keep? In general, most people will
benefit from keeping a rainy day
fund of at least six months of living
expenses available. Though it
doesn’t seem like much, it may be ex-
actly what you need should an emer-
gency occur.

5. GET A LIGHT JoB

Reaching the age of retirement
doesn’t mean you need to stop work-
ing altogether. For many, the shock of
no longer working can actually be
rather hard to deal with. There’s
something about community, for ex-
ample, that can be hard to find out-
side a normal work environment.
The solution, for some, can be found
in getting a light job, and doing so

aving money is a bit like exer-

cising. We all know how im-

portant it is, but it can be
hard to actually get into the habit.
Here are five reasons to help keep
you motivated.

1. You’LL BE PREPARED FOR
EMERGENCIES — Here’s an alarm-
ing fact: most Americans don’t
have enough money saved to cover
even relatively small unexpected
expenses. Without cash on hand to
cover these irregular but inevitable
costs, you're more likely to turn to
credit cards or loans when the
need arises. Not only are you
forced to take on debt, but you
don’t have time to shop around, in-
creasing the chance that you'll end
up with an expensive, high-interest
loan.

2. You’'LL BE MORE INDEPEND-
ENT — With a healthy amount of
savings, you can feel more free to
take risks, like starting your own
business, heading back to school to
train for a new career, purchasing a
home of your own, or moving to a
new city. Plus, without savings,
you're living on the financial edge,
and you’re more likely to find
yourself stuck in situations that
you may not be satisfied with.
Committing to savings today, even

comes along with a number of bene-
fits.

While most people don’t want to
work hard once they’ve retired, there
are plenty of lighter jobs that can not
only help to foster community, but
also bring in an increased amount of
income each month. This money can
be put towards a savings account to
add extra insurance for retirement.
Or you can choose to use it as spend-
ing money. Either way, holding a ca-
sual job after retirement is a great
way to stay active and remain happy
and healthy.

Retirement is a tricky process,

5 REASONS TO START SAVING

if it’s just a small amount, will start
to give you the freedom to make
different choices in your life.

3. You’LL BE ABLE TO REACH
YOUR GOALS — Maybe you simply
want to enjoy a comfortable retire-
ment one day. Or perhaps you're
dreaming of a second home by the
lake, sending your kids to college,
or starting your own business.
Whatever your dreams, they likely
have one thing in common — they
probably require some money to
become a reality.

4. You'LL BE ABLE TO EARN
MORE MONEY — Saving isn’t just
about setting aside what you've al-
ready earned. It’s also about put-
ting your money to work for you.
Depending on where you save and
invest your money, you can earn
more just by being diligent about
saving. Because of the power of
compounding earnings, even rela-
tively small amounts can grow.

5. You’LL BE HAPPIER —
Money isn’t the only thing that can
make us happy. But there’s evi-
dence that saving money, even in
small amounts, can make us happi-
er. In contrast, having debt (often a
consequence of a lack of savings)
tends to lead to unhappiness.

00O

and there’s no way to plan it better
than working one-on-one with your
financial advisor. Please call if you'd
like to discuss this in more detail.
000
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your 401(k) plan (loans and hardship
withdrawals), it is generally easier to
use an emergency fund.

2. ARE YOU PROPERLY INSURED? If
you have dependents, life insurance
is a much more cost-effective way to
provide for their needs than a sav-
ings plan.

3. DOES YOUR EMPLOYER MATCH
YOUR CONTRIBUTIONS? An employer-
matching contribution is the
single most compelling reason to
participate in a workplace defined-
contribution plan. So if your plan
features a match, it's generally a
good idea to participate at least up to
the maximum matching amount.

That said, over the past few
years, many employers have been
forced to cut back or eliminate their
ongoing matching contributions. If
your plan doesn’t offer one, it's not
necessarily a reason to stay away
from it. But it does mean you should
research other ways to save for your
retirement.

4. DOES YOUR PLAN OFFER ENOUGH
DIVERSIFICATION? Some plans offer
very few investment choices. There
may be nothing wrong with these
choices, but limited choices may not
offer the kind of diversification you
need. You may need to open your
own individual retirement account
(IRA) to find the wider range of op-
portunities that will maximize your
returns while controlling for risk.

5. ARE THE FUNDS WELL MAN-
AGED? Not all funds perform equally
well, and some charge more than
others. While you shouldn’t blame a
fund when the financial markets un-
derperform, you should evaluate a
fund’s performance relative to the
markets in which it invests.

Is your employer’s 401(k) the
best place for your next retirement
savings dollar? Only a thorough re-
view of the plan and your needs can
answer that question. Please call if
you’d like to discuss your 401(k) plan
in more detail. =~ OOO
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ou’re off to college. It's an
Yexciting time filled with

firsts — the first time living
away from home, the first time
you're on your own for meals and
laundry, and the first time you
have to manage your own money.
All of these firsts can be a little
daunting.

It's important to get off on the
right foot with managing your
money, because the financial deci-
sions you make now will impact
you later. Following are some tips
you should start now to build a
strong foundation for money man-
agement:

DEvELOP A BUDGET — To create
your budget, you can use a spread-
sheet or online personal financial
management tool. In preparing
your budget, you should first make
a list of your monthly income
sources, including wages, savings,
and any allowance from your par-
ents or others. Next, you will want
to make a complete list of all of
your expenses, including school
supplies, laundry, meals outside of
your food plan, and personal care
items. On a monthly basis, you
should track your expenses and
add new expenses as you discover
them. Hopefully, you will have
more income than expenses, but if
not, you need to start making deci-
sions about what stays and what
goes.

IDENTIFY WANTS VERSUS NEEDS
— Part of becoming financially re-
sponsible is learning the difference
between wants and needs. You will
need to determine the amount of
money that is absolutely essential
to pay your expenses each month.
How often do you really need to
eat out? Is cable TV really a need?
Can you drive your car less and
walk more? After a few months, it
will become easier to distinguish
wants from needs. As you track ex-

FINANCIAL MANAGEMENT FOR COLLEGE STUDENTS

penses on your budget, you will be
able to ensure the essentials are
covered and determine how much
you have left over. You should con-
sider delegating a monthly amount
of money for wants, and when it’s
gone, it’s gone, until next month.

SET Upr CHECKING AND SAV-
INGS ACCOUNTS — Find a bank or
credit union on campus to establish
a checking and savings account.
You will want to make sure they
have convenient ATMs on or near
campus so you can avoid any out-
of-network ATM charges. Most fi-
nancial institutions offer free
checking and savings accounts to
students, but you should make
sure you understand what fees
may be associated with your ac-
counts and any policies that will
impact your accounts. For exam-
ple, most financial institutions
have a funds availability policy,
which means when you deposit a
check, the money may not be avail-
able for a few days until the check
clears. Use their online banking
tools so you can keep close track of
your accounts.

Use CReDIT CARDS WISELY —
While it can be a double-edged
sword, you need to use credit to es-
tablish a good credit rating. This
will be important when applying
for a job, securing an apartment,
and buying a car. You should open
a credit card and use it to pay for
expenses, being sure to pay off the
balance each month. By doing this,
you are showing you are financial-
ly responsible and you are estab-
lishing a good credit history. It can
be easy to abuse a credit card be-
cause it is so easy to use. Use it
wisely because you don’t want to
be stuck with a large debt that ac-
cumulates monthly interest and
can also damage your credit rating.

Please call if you'd like to dis-
cuss this in more detail. = OOO
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FINANCIAL DATA

Month-end
Indicator Oct-19 Nov-19 Dec-19 Dec-18 Dec-17
Prime rate 4.75 4.75 4.75 5.50 4.50
Money market rate 0.71 0.57 0.58 0.56 0.33
3-month T-bill yield 1.62 1.56 1.52 247 1.45
20-year T-bond yield 2.00 2.07 2.25 3.03 2.66
Dow Jones Corp. 2.90 2.85 2.84 440 313
30-year fixed mortgage 3.33 3.28 331 416 351
GDP (adj. annual rate)# ~ +3.10  +2.00 +2.10 +220 +3.40
Month-end % Change
Indicator Oct-19 Nov-19 Dec-19 2019 2018
Dow Jones Industrials  27046.23 28051.41 28538.44 22.3%  -5.6%
Standard & Poor’s 500  3037.56 3140.98 3230.78 28.9%  -6.2%
Nasdaq Composite 829236 8665.47 8972.60 352% -3.9%
Gold 1510.95 1460.15 1523.00 18.8% -1.1%
Consumer price index@  256.76 ~ 257.35 25721 21%  22%
Unemployment rate@ 3.50 3.60 350 -54% -9.8%

# — 1st, 2nd, 3rd quarter @ — Sep, Oct, Nov Sources: Barron’s, Wall Street Journal
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Past performance is not a guarantee of future results.
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ENCOURAGE THE IMPORTANCE OF SAVING

Though it’s typical for parents to underscore the
value of a college education from the time their children
are in grade school, what’s more commonly overlooked
are the benefits of encouraging them to save for their ed-
ucation from a young age. Contributing a small percent-
age of their allowance, cash gifts, and job income can
have a huge impact on their outlook toward both college
and their future.

While it’s one thing to stress to your children the in-
numerable advantages of attending college, requiring
that they set aside a portion of their childhood earnings
can instill the value of college because of the small, yet
personal investment you're asking them to make. Not
only does it teach them the commitment and patience re-
quired to save toward a long-term goal, but it also en-
courages them to take ownership of their own education
by asking them to contribute a portion of their own

money. Moreover, as they grow, so does the sum of their
contributions, affording them with a sense of pride in
knowing they’ve subsidized a part of their college educa-
tion.

Before you begin putting away a portion of their al-
lowance or cash gifts, sit down with your children and
explain the reasoning behind your decision, so they fully
understand why you’re setting aside some of their money
for the future. You might even consider showing them the
growing balance of their savings from time to time and
even explaining what these figures mean in terms of tu-
ition and other expenses. Stay committed and you'll like-
ly raise a more responsible and devoted student. OOO
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