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Nurture Your IRA

I
t’s tempting to pay little atten-
tion to an individual retirement 
account (IRA).  After all, with a 

maximum contribution of $5,500 in 
2018 and $6,000 in 2019 (plus an 
additional $1,000 if you are over age 
50), how much can an IRA con-
tribute to the vast sums you’ll need 
for retirement?   

The answer is plenty, especially 
if you follow these tips: 

4Start contributing as soon as 
possible.  That way, tax-

deferred or tax-free compounding 
of earnings can have a dramatic 
impact on your IRA’s ultimate 
value.  Consider the following 
example.  Four individuals, ages 20, 
30, 40, and 50, each contribute 

$5,000 to an IRA this year.  What 
will that amount grow to when each 
person reaches age 65, assuming an 
8% annual rate of return?  The 50-
year-old would potentially have 
$15,861, the 40-year-old would have 
$34,242, the 30-year-old would have 
$73,927, and the 20-year-old would 
have $159,602.  Compounding of 
earnings turned the 20 year old’s 
contribution into a much larger  
balance.* 

4Contribute every year until 
you reach retirement.  Even if 

Avoid This Mistake

F inding a way to live decades in retirement without worrying about 
running out of money can seem like an overwhelming task.  With all 

the potential for missteps, what is the one mistake you want to avoid at 
all costs?  Dipping into your retirement savings.  Unfortunately, since the 
funds in your 401(k) plan or IRA belong to you, they often seem like a 
tempting place to get funds for other purposes. 

Tax laws don’t help, since they often provide tax-advantaged ways 
for you to access those funds.  Loans from 401(k) plans are not taxable 
events.  When leaving an employer, you can withdraw money from your 
401(k) plan (you will have to pay income taxes and possibly an IRS 10% 
early withdrawal penalty).  Contributions to Roth IRAs can be withdrawn 
at any time with no tax consequences.  Withdrawals from traditional 
IRAs before the age of 59½ can be made under certain circumstances. 

Saving for retirement is a difficult task for most people, without mak-
ing it more difficult by using retirement funds for other purposes.  Even if 
the amount seems small, don’t withdraw funds from your retirement 
account.    mmm
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you can’t afford the maximum con-
tribution, 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 would grow to 
$29,333 after five years, $72,433 after 
10 years, $228,810 after 20 years, 
and $861,581 after 35 years, when 
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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 declin-
ing markets.  Because such a strategy 
involves periodic investments, consider 
your financial ability and willingness to 
continue purchases through periods of 
low price levels.) 

4Select investments with care.  
Your IRA should be a long-

term investment vehicle for retire-
ment, 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% com-
pounded annually, your balance 
would equal $57,435.  Increase that 
return to 8%, and your ending bal-
ance would equal $100,627, a differ-
ence of $43,192.* 

4Fund your IRA at the begin-
ning 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% com-
pounded annually, your IRA bal-
ance would equal $861,584 at age 65.  
Make the contribution at the begin-
ning of the year instead, and your 
balance would equal $930,511, a dif-
ference of $68,927.* 

Please call if you’d like to 
review strategies to help maximize 
your IRA’s value.     mmm 

* These examples are provided for illus-
trative 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.
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Life Events that Require a Financial Plan

W
hether positive or nega-
tive, there are certain life 
events that trigger the 

need for a financial plan or the 
review of a current plan. If you 
experience any of these life events, 
take the time to plan for a secure 
financial future. 

You Graduated 

This is an important time to 
develop a plan, because most grad-
uates have student loan and credit 
card debt. Financial planning is 
equally as important for paying  
off debt as it is for saving and 
investing.  

Your First Job 

You’ve landed your first job 
and are making real money for the 
first time. Developing a financial 
plan early in your life is one of the 
best things you can do for yourself. 
There are many things you proba-
bly want such as a new car and 
many more life events you will 
experience that you should plan 
for while young.  

A Walk Down the Aisle 

As couples marry later these 
days they often have more assets 
(or liabilities) than in the past, so 
combining finances can be quite 
complicated. This is an extremely 
important time to develop a joint 
financial plan so there are no mis-
understandings, especially if either 
partner is bringing financial 
responsibilities like children into 
the marriage. 

A Pink or Blue Bundle 

It’s a very busy time in your 
life, but as you’re picking out the 
perfect name and getting every-
thing ready for your baby, you 
should also fit in some time for 
financial planning. With college 
tuition soaring, it is not too early to 
begin saving for college. It is also 
advisable to review any existing 

life insurance policies or obtain a 
policy. 

California or Bust 

If you are moving to a new 
state, you should also make a 
move to review your financial 
plan. Tax rates and the cost of liv-
ing could be dramatically different 
in your new locale. You may also 
have some significant moving-
related expenses that you have to 
cover.  

Aunt Millie Left You  
an Inheritance 

While you are touched by her 
generosity, receiving a lump sum 
of money also comes with financial 
responsibility. In addition to ensur-
ing you don’t blow all the money, 
there are other things you need to 
plan for, including taxes and ongo-
ing money management. 

A Generous Severance 

While some people are devas-
tated, others are planning a  
vacation. Either way, this is an 
emotional time; and it’s important 
to understand the financial issues 
associated with severance pack-
ages. Make sure you understand 
all of the conditions of severance 
and the tax implications before you 
sign the agreement. 

Retirement Is Always 
Closer Than You Think 

Retirement is probably the sin-
gle biggest event you will ever 
save for, so start a plan as early as 
possible to make sure you are sav-
ing enough during your peak earn-
ing years. If you are in your 40s or 
50s and have not developed a 
financial plan for retirement, get 
started as soon as possible with 
retirement catch-up strategies. 

Please call if you’d like to dis-
cuss your financial plan in more 
detail.     mmm
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Goal #3: Saving 10%–15% 
of your current income 

If you start saving 10% of your 
income at age 25, you could retire 
at 65 with a 70% replacement rate. 
Most twenty-somethings now are 
struggling with a high amount of 
student loan debt, so it can be diffi-
cult 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-year-old who wants to 
retire at 65 with a 70% replacement 
rate will need to save more than a 
quarter of their income to reach that 
mark. The majority of people have 
a mortgage and a family to provide 
for at that point, so aggressive sav-
ing is often not realistic. 

The younger you start, the easi-
er it is — both in regards to the per-
centage you need to put away and 
in developing a habit of saving for 
your future. A 10%–15% saving tar-
get will lay down a solid founda-
tion 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 resident 
state and the activities you want to 
pursue, it truly must be designed 
with your desired standard of liv-
ing in mind. This will need to 
include anything you will ultimate-
ly want to leave for your children 
or 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 achiev-
able for you and how much it will 
take for the retirement you want. 

Please call if you’d like to dis-
cuss how much you’ll need for 
retirement in more detail.     mmm

How Much Do You Really Need to Retire?

T
 here is no one golden amount 
to aim for in retirement. Every-
one is unique and specific 

retirement plans depend on factors 
that are more complex than a gener-
ic one-size-fits-all plan can success-
fully navigate. However, when 
deciding where to start when it 
comes to saving for retirement, 
there are a few common goals peo-
ple 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 activities 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 retire-
ment. In some states, the cost of liv-
ing is so high that $1 million won’t 
even sustain you for 20 years into 
your retirement.  

In 2017, GOBankingRates deter-
mined the average total expendi-
tures for people 65 and older 
(including groceries, housing, utili-
ties, transportation, 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 
theoretical $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 consider 
residing in one of these four cheap-
est 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 specific situation. Remem-
ber you will also have Social Securi-
ty 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 retirement or want to go on 
expensive vacations, plan on saving 
beyond the $1 million mark. 

Goal #2: Replacing 70%–
80% of preretirement 
income 

Income replacement rates refer 
to the percentage of your preretire-
ment income you would need to 
replace to maintain a similar stan-
dard 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 assess-
ment, since it assumes that expenses 
decrease after retirement. In truth, 
many people find that their expens-
es increase.  

Retirees are no longer contribut-
ing to a 401(k) plan or commuting 
to work, but they sign up for classes 
and outings, go on indulgent vaca-
tions, and often contribute to their 
grandchildren’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 retire-
ment should try to get to a replace-
ment rate closer to 100% of their 
preretirement income. 



Retirement Fund 

Drawdowns

Financial Thoughts

Assess Your 401(k) Plan
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Your withdrawal amount can be 
calculated based on your life 

expectancy, expected long-term rate 
of return, expected inflation rate, 
and how much principal you want 
remaining at the end of your life.  
Guess wrong on any of those vari-
ables, and you risk depleting your 
assets too quickly.  Consider these 
strategies: 

4Use conservative estimates in 
your draw-down calculations.  

Add a few years to your life 
expectancy, reduce your expected 
return a little, and increase your 
inflation expectations.  That will 
result in a lower withdrawal 
amount, but it will also help ensure 
your funds won’t run out.     

4Review your calculations 
every couple of years.  This is 

especially important during your 
early retirement years.  If you find 
you’re depleting your assets too 
rapidly, you may be able to go back 
to work on at least a part-time basis. 

4Place three to five years of  
living expenses in short-term 

investments.  That way, if there is a 
severe market downturn, you won’t 
have to touch your stock invest-
ments for at least three to five years, 
giving them time to recover.     
mmm

A
t least annually, you should 
thoroughly review your 401(k) 
plan.  Some items to consider 

include: 

4Have your goals or objectives 
changed?  Take time to reassess 

your goals and objectives, which can 
impact how much you contribute and 
how you invest those contributions.  
Calculate how much you’ll need at 
retirement as well as how much you 
should save annually to meet that 
goal. 

4Are you contributing as much as 
you can to the plan?  Look for 

ways to increase your contribution 
rate.  One strategy is to allocate any 
salary increases to your 401(k) plan 
immediately, before you get used to 
the money.  At a minimum, make sure 
you are contributing enough to take 
full advantage of any matching contri-
butions made by your employer.   

4Are the assets in your 401(k) 
plan properly allocated?  Some 

of the more common mistakes made 
when investing 401(k) assets include 
allocating too much to conservative 
investments, not diversifying among 
several investment vehicles, and 
investing too much in the employer’s 
stock.  Saving for retirement typically 

encompasses a long time frame, so 
make investment choices that reflect 
that time period.  For many, that 
means a significant portion of their 
assets should be invested in growth 
vehicles. 

4Do your investments need to be 
rebalanced?  Use this review to 

ensure your allocation still makes 
sense.  Also review the performance of 
individual investments, comparing the 
performance to appropriate bench-
marks.  You can’t just select your 
investments once and then ignore the 
plan.  Review your allocation annually 
to make sure it is close to your desired 
allocation.  If not, adjust your holdings 
to get your allocation back in line.  
Selling investments within your 401(k) 
plan does not generate tax liabilities, 
so you can make these changes with-
out any tax ramifications. 

4Are you satisfied with the  
features of your 401(k) plan?  If 

there are aspects of your plan you’re 
not happy with, such as too few 
investment choices or no employer 
matching, take this opportunity to let 
your employer know. 

Please call if you’d like help 
reviewing your 401(k) plan and  
investments.     mmm

A pproximately 31% of couples 
surveyed have clashed over 

finances (Source: Ameriprise 
Financial, 2018). 

About 83% of consumers will 
avoid a company or stop giving it 
business after a poor experience 
with an automated phone system 
(Source: Entrepreneur, 2018). 

One of the first signs of cogni-
tive aging, the process by which 
cognitive abilities decline with 

age, is problems managing one’s 
own finances. Even in the absence 
of disease, it can become progres-
sively more difficult to balance a 
checkbook, properly review a 
credit card statement, or make 
good investment decisions. Cog-
nitive aging also puts a person at 
a greater risk for fraud and 
exploitation (Source: Federal 
Reserve Bank of Philadelphia, 
June 2018). 
 

Approximately 205.6 billion 
emails are sent across the globe 
daily (Source: Bluesource, 2018). 

Approximately 4 in 10 Ameri-
can adults have a will or living 
trust. However, 81% of those age 
72 and older have estate-planning 
documents (Source: AARP, 2018). 

About 47% of those without a 
will or living trust say they just 
haven’t gotten around to it 
(Source: caring.com, 2018).   
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