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easing into retireMent

F

or most of your working life,
you’ve looked forward to the
day when you can quit your job
and start enjoying retirement. But in
recent years, talk of longer life expectancies, uncertain Social Security
benefits, declining pension benefits,
unknown inflation rates, and low retirement savings have made retiring at
a relatively young age seem difficult.
More and more people are coming to
the conclusion that either retiring later
or continuing to work during retirement is necessary to ensure they remain financially comfortable for the
rest of their lives.

Working doesn’t necessarily
mean you have to stay with your current employer. Rather, many individuals are taking on totally different jobs
that can allow them to try something
new, provide more free time by working less, or ensure less stress. Besides
the nonfinancial reasons for working,
there are several financial reasons that
make this an important retirement
strategy:
m You have More tiMe to save. Each
additional year you work is an additional year you can continue to
save for retirement. Those age 50
and over have additional means

What’s Your risk tolerance?

R

isk tolerance is a term that
comes up a lot when discussing
investing, but what does it
mean? In simplest terms, your risk tolerance is the amount of volatility — or
upward and downward swings in
value — you can handle in your portfolio. It’s a fairly straightforward
concept. The real challenge lies in
determining your own personal risk
tolerance. Invest more aggressively
than you’re comfortable with, and you
may panic when your investments
drop in value, causing you to sell at
the wrong time. Invest too conservatively, and you’ll likely end up frustrated when you don’t see the gains

you want.
Most people fall into one of three
risk tolerance categories:
m conservative: You have a low
tolerance for risk and want to protect your existing investment, or
principal.
m Moderate: You have a higher tolerance for risk than a conservative
investor and are seeking to invest
aggressively enough to generate a
moderate return on your investments.
m aggressive: Aggressive investors
Continued on page 3

for saving, with annual catch-up
contributions of $1,000 for individual retirement accounts and $6,000
for 401(k) plans in 2015.
m You

shorten Your retireMent pe-

riod.

The longer you work, the
less time you’ll spend in retirement, which means you’ll need less
money to fund that retirement.
social securitY
Each additional year you
wait to take Social Security benefits, up to age 70, will permanently
increase your monthly benefit.

m You

can delaY

benefits.

m You keep health insurance benefits. One of the most significant
costs in retirement is health care,
and you can delay that cost by
working at a job that provides this
benefit.
Some companies are helping employees with retirement issues by
allowing phased retirement in which
hours are gradually reduced until full
retirement. One possible advantage of
staying with your current employer is
that the pay may be higher than if you
started over in another profession. If
your employer offers a phased retirement program, find out these details
before signing up:
m hoW

Will

affect

phased

Your

retireMent

benefits?

Many

Continued on page 2
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should You oWn or rent?
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pension benefits are calculated
based on your earnings in the last
few years of your working career. If
you don’t want to take pension benefits yet, make sure your pension
will be calculated using earnings
while you worked full-time. You
may also be able to draw a pension
and work part-time.
m What

Will happen to Your salarY

With reduced hours? Will you receive a pro-rata share of your pay or
will a different pay scale be used?
Will you be entitled to pay increases
in the future? Make sure you agree
on how you will be paid before
moving to part-time status.

m Will You be eligible for health insurance benefits?
Find out the
company’s policy regarding health
insurance benefits for part-time
workers. This will be especially important if you move to part-time
status before age 65, since you
won’t be eligible for Medicare.
m What

other details should You

investigate?

Make sure there is a
mutual understanding about your
hours. Can you take time off to
travel? Is this a permanent or shortterm arrangement? If you don’t like
part-time work, can you go back to
your full-time job?
If your employer doesn’t offer a
phased retirement program or you
want to try something new, investigate
your options before quitting your job.
Some factors to consider include:
m How do you plan to spend your retirement? If you plan to travel a lot,
how will work fit into that schedule? If you plan to split your time
between two homes in two locations, how will you be able to work?
m What interests you? Would you be
happier pursuing a job that takes
advantage of skills from your current job, or would you like to try
something totally different? Do you
need to obtain additional skills or
go back to school?
m Do you want a job with significant
responsibility, or are you trying to
reduce the stress in your life?

O

wning a home is still part
of the American dream.
Certainly, there are significant financial and tax reasons for
owning a home. While you typically only make a down payment of
10% or 20% of the home’s cost, you
retain all price appreciation on the
home. Part of each mortgage payment builds equity in your home.
In the beginning, that may only be
a small portion of each payment,
but significant equity can be accumulated over a period of years.
Historically, homes have provided
a good hedge against inflation.

There are also significant tax
advantages to home ownership.
Mortgage interest and property
taxes can be deducted on your tax
return as itemized deductions, reducing the cost of home ownership.
When you sell the home, a significant amount of capital gains can be
excluded from taxes. If the home
was your primary residence for at
least two of the preceding five
years, you can exclude $250,000 of
gains if you are a single taxpayer
and $500,000 of gains if you are
married filing a joint return.
But despite these advantages,
you should still evaluate whether
owning a home makes sense for
your particular situation. Some
factors to consider include:
m hoW

long Will You live in the

hoMe?

Besides the purchase
price of the home, you must pay
m Are you passionate about an interest or hobby that you may be able to
turn into a business? Do you want
to start your own business? If so, do
you have the financial resources,
without risking funds for your retirement?
m Is there a cause that is important
to you? Is it time to move to the
nonprofit sector, finding an opportunity that matters to you on a
personal level?
Retirement is in the midst of being

closing costs. There are also
costs involved in selling, which
typically include the real estate
agent’s commission.
Thus,
you’ll usually need to live in the
home for at least five to seven
years to make it a worthwhile financial decision.
m can You afford to take on the
debt? Generally, lenders prefer
that your total debt payments,
including your mortgage and
other consumer debts, not exceed 40% of your gross income.
Make sure you’re comfortable
with the amount of debt you are
incurring and you’ll still have
enough disposable income to
save for other goals, such as
your retirement.
m do

You have a large enough

paYMent? If possible,
strive to make a down payment
of at least 10% to 20% of the
home’s purchase price. If your
down payment is less than 20%,
you’ll have to pay private mortgage insurance.
doWn

m have

You

considered

all

costs?

Besides the mortgage
payment and property taxes,
there are other costs involved
with owning a home. You’ll be
responsible for all utilities, insurance, repairs, and maintenance on the home.
If you’d like to review whether
it makes financial sense to own a
home, please call. mmm
redefined once again. The last generation was able to retire to a life of total
leisure due to the generosity of company pension benefits and Social Security.
But longer life expectancies, less generous benefits, and declining asset values
mean it is time to redefine retirement.
What many are seeking is not so much
total leisure as more leisure or a more
meaningful lifestyle. Many are finding
those goals can be accomplished while
still working, with those additional
working years providing more financial security. mmm
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have the highest tolerance for risk.
They are willing to accept the possibility of significant losses for the
chance of earning a higher return.
Sometimes, these categories are
further subdivided. For example, you
might be moderately aggressive or
moderately conservative.
You probably have a general sense
of what your personal risk tolerance is
simply from reviewing the list above.
But it’s important to not just go with
your gut when determining how much
risk to take with your money. You may
always drive five miles under the
speed limit, but feel comfortable being
more aggressive in your portfolio. In
other words, your risk tolerance may
be higher or lower than you think it is
— and it doesn’t necessarily correlate
with your comfort for taking risks in
other areas of your life.
To get a better sense of your own
risk tolerance, ask yourself these questions:
m What’s MY tiMe fraMe? Your risk
tolerance is closely related to how
long you plan to stay invested.
Those with long time frames (a 25year-old just starting to save for retirement or new parents investing
for their child’s college education)
can afford to be more aggressive
than someone who is already retired and needs their portfolio to
generate a certain amount of income each year.
m What can i afford to lose? This is
the amount you have available to
invest that won’t negatively affect
other areas of your life if you take a
loss. If your budget is stretched thin
and you have a lot of debt (or liabilities) and few other assets, you may
not be able to lose a lot. If you have
a high net worth and many other assets, you can afford to lose more.
Think of it this way: Don’t invest
the money you’d normally use for
your mortgage payment or groceries.
m hoW Well Will i cope With Market
sWings? If your stomach does flipflops whenever you hear that the
Dow is down — and then up again
— you may not cope well with
volatility, or the natural movement
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4 reasons to invest in bonds

H

ere are four reasons why you
might want to have a portion of your portfolio in

bonds.

1. bonds are a WaY to diversifY
Because various
asset classes tend to perform differently at different times, you may be
able to create a portfolio that generates more stable returns by investing
across asset classes.

Your portfolio.

2. bonds

(usuallY) less
If you are looking to dial down risk in your investment portfolio, increasing your allocation to bonds may be one way to
do that. However, keep in mind that
less risky doesn’t mean risk free.
Bond issuers can default, plus you
face what’s known as inflation risk.
are

riskY than eQuities.

3. bonds

can provide a steadY,

source of incoMe.
Bonds are debt investments, which
means you are essentially agreeing to
loan an entity money for a certain period of time. That entity agrees to pay
you a certain amount of interest
(known as the coupon) over the time
they have your money, plus repay
your initial investment. That means
you have a pretty good idea of how
much money you’re going to get.
predictable

4. bonds can provide valuable
Depending on the types
of bonds you own, you may be able
to save on taxes. While you’ll pay
normal taxes on corporate bonds, intax savings.

of the market. If you can accept the
idea that the market may go up and
down in the short term but that it
trends up over time, you may take a
more sanguine view of day-to-day
market fluctuations and feel more
comfortable with taking risk.
m hoW experienced aM i With investing? The last question you should
ask yourself has to do with your
general knowledge of investing.
Just as novice mountain climbers
don’t start out by scaling Mount
Everest, new investors shouldn’t
get their feet wet by investing in
complex investments. Start small,
get comfortable, educate yourself;
and if you achieve success, you may
eventually attempt more complex
investing. But keep in mind that

come from Treasury bonds (which
are issued by the U.S. federal government) is free of state and local tax.
Then there are municipal bonds, or
bonds issued by state and local governments. You won’t pay federal tax
on money earned on these investments, and you may also be exempt
from state and local tax.
Bonds are subject to interest rate
risk. When interest rates rise, bond
prices fall; generally, the longer a
bond’s maturity, the more sensitive it
is to this risk. Bonds may also be subject to call risk, which is the risk that
the issuer will redeem the debt at its
option, fully or partially, before the
scheduled maturity date. The market
value of debt instruments may fluctuate, and proceeds from sales prior
to maturity may be more or less than
the amount originally invested or the
maturity value due to changes in
market conditions or changes in the
credit quality of the issuer.
Interest in municipal bonds is
generally exempt from federal income tax. However, some bonds
may be subject to the alternative minimum tax (AMT). Typically, state tax
exemption applies if securities are issued within one’s state of residence
and local tax exemption typically applies if securities are issued within
one’s city of residence.
Please call to discuss this topic in
more detail. mmm
more complicated doesn’t necessarily mean better when it comes to
your money. Most people are able to
achieve their goals simply by investing in traditional asset classes
like stocks, bonds, and cash.
Please call so we can evaluate your
risk tolerance. mmm
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Month-end
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3.25
3.25
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0.33
0.26
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0.42
0.05
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0.02
0.04
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3.47
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3.81
+2.20
+0.60
+3.90
+2.20 +4.60
Month-end
% Change
Indicator
Jul-15 Aug-15 Sep-15 YTD 12 Mon.
Dow Jones Industrials 17689.86 16528.03 16284.70 -8.6% -4.4%
Standard & Poor’s 500 2103.84 1972.18 1920.03 -6.7% -2.6%
Nasdaq Composite
5128.28 4776.51 4620.16 -2.4%
2.8%
Gold
1098.40 1127.00 1114.00 -7.1% -8.4%
Consumer price index@ 238.60 238.70 237.90 0.7%
0.0%
Unemployment rate@
5.30
5.30
5.10 -12.1% -16.4%
Index of leading ind.@
123.60 123.60 123.70 17.3% 19.4%
Indicator
Prime rate
Money market rate
3-month T-bill yield
20-year T-bond yield
Dow Jones Corp.
30-year fixed mortgage
GDP (adj. annual rate)#

4-YEAR SUMMARY OF DOW JONES
INDUSTRIAL AVERAGE, 3-MONTH T-BILL &
20-YEAR TREASURY BOND YIELD

3-Month & 20-Year Treasury
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neWs and announceMents
staggered retireMents

Although you will only have one salary instead of two, it’s best to minimize withdrawals while
one spouse is working. It’s a good opportunity to test
your retirement budget and reduce expenses.

financial sense to delay Social Security benefits. For a
significant number of married couples, the man is
older, has higher earnings, and will not live as long as
the woman. Because a surviving spouse can elect to
receive 100% of a deceased spouse’s benefit, it typically makes sense for the man to wait until age 70 to
claim Social Security benefits to provide his wife with
the highest possible benefit after his death. On the
other hand, there is usually no reason for the woman
to wait beyond ages 62 to 66 to start Social Security
benefits, provided she can claim benefits on her own
earnings record.

m utilize all available benefits froM the Working
spouse’s eMploYer. One of the most significant retirement expenses, especially if you don’t qualify for
Medicare, is health insurance. So, before one spouse
retires, find out if that spouse is eligible for health
insurance through the working spouse’s employer.

m consider all defined-benefit plan paYMent options.
If you are lucky enough to be covered by a traditional
pension plan at work, make sure to consider all the
payment options carefully before selecting one. Typically, you will have numerous options, but your choice
will be irrevocable. mmm

m delaY social securitY benefits. Especially if you are
retiring before full retirement age, it typically makes
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Often, spouses don’t retire at the same time. Frequently, one spouse may retire first due to health problems or a layoff, not necessarily because the spouse
chooses to retire early. No matter what the reason, keep
these points in mind if you are in that situation:
m trY

to MiniMize WithdraWals froM retireMent ac-

counts.

