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Your Portfolio: 

Stop, Look, and Wait 


H oW often 
should you 
look at your 

investments' perfor
mance? Once a year? 
Once a month? Once 
a day? 

If you're checking port
folio values more than 
a few times a year, you 
may want to take a 
step back. ReViewing 
your investments too 
often can lead to mak
ing hasty decisions 
you might regret in the 
future. 

Feel Easy, Not Queasy 
Market volatility is a lot 
easier to stomach if you're 
not continually looking at 
how much your invest
ment values rise or fall in 
the short term. The dan
ger of monitoring your 
investments too closely 
is that you may react to 
price changes by trading 
investments \Vithout .~ 
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investments at a loss 
and buying them back 
when prices are rising 
can result in higher 
trading costs and lower 

-=,s.:::o returns. Instead of 

considering the effect on 
your overall portfolio. 
Investing for the long term 
means creating a strategy 
and sticking with it no 
matter how the markets 
are behaVing. 

Stop Thinkulg About It 
You may think you can 
stand by and do nothing 
while the markets go hay
wire - until you watch the 
value of your portfolio drop
ping day by day. Selling 

constantly checking 

how your investments 

are doing, choose an 

asset allocation you're 

comfortable \Vith. Then 

forget about your 

investments until it's 

time to reView their 

performance \Vith your 


financial profeSSional. 

No Hovering Required 
Assessing your invest
men ts' performance, asset 
mix, and account value 
annually and rebalancing 
your portfolio when neces
sary can help you reach 
your goals. A brief checkup 
or two throughout the 
year won't hurt. but resist 
the temptation to make 
changes based on short
term market trends. 
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Summer of 
Savings 

Whether it's to learn new 
skills or just have fun, send
ing your child to summer 
camp can be expensive. If 
you're looking for ways to cut 
the cost, here are a few tips 
that might save you money. 

Sign up ASAP. Registering 
early may help you snag a 
discount. Add your name to 
the e-mail list of camps that 
interest you and your child. 
But be sure you know the 
refund policy in case some
thing comes up. 

Become a member. Orgaruza
tions. such as zoos and sports 
leagues, may offer discounts 
to their camps. Sign up for 
the member newsletter and 
check the website periodically. 

Join together. Camps may 
give you a group discount 
when friends or Siblings sign 
up together. 

Check discount sites. Some 
camps may offer spots 
through online discount 
serVices. This can be a good 
option if your child wants to 
explore a new interest. 
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Signs Point 
to . . . 

YOU don't need a Magic 
8 BaIF~1 to tell you 
when it's the right 

time to buy a house, Your 
own personal and fmancial 
circumstances can give you 
all the information you need 
to make a decision. 

e~you afford i ? Hnless 
you pay cash, you're going 
to be making mortgage pay
ments for many years. And 
property taxes generally rise 
over time. Consider the long
term reliability of your 
income. 

How's the market? Buying 
when real estate prices and 
interest rates are low is 
almost a no-brainer. But 
make sure the area you're 
considering is likely to thrive 
in the future. 

Who's moving in? If you 'll 
need additional space to 
accommodate a new baby 
or aging relatives, moving to 
a new or larger home may 
be non-negotiable. 

Good timing? By house 
hunting during slow times, 
such as winter or holidays, 
you may find sellers who are 
more willing to negotiate. 
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Enjoy Your Lifetime Gifts 


M aking gifts to 
children, grand
children , or other 

loved ones during your 
lifetime lets you enjoy see
ing how your gift benefits 
the recipient. Federal tax 
law offers you opportunities 
to make lifetime gifts with
out having to pay gift taxes. 

You Can Be Generous 
in Life . .. 
The gift-tax annual exclu
sion is a special tax law 
provision allowing you to 
make armuaJ gifts of up to 
$14,000 each* to as many 

Life Insurance: Your Family's 


YOU hope you'll 
always be around 
to help provide for 

your-loved ones financially . 
But what if you're not? Life 
insurance can offer you 
peace of mind by ensuring 
your family's financial well
being no matter what the 
future brings. 

Think about how much 
coverage you would need 
to replace your income 
and provide money for 
other major expenses. If 
you're covered under an 
employer's group policy, 
factor that benefit into 
your calculations. Then 
consider which type 
of life insurance 
- term or 
permanent 
life - would 
be the right 
choice for 
your family. 

people as you choose free of 
federal gift tax. (A married 
couple generally can give up 
to $28,000.) You can make 
gifts of cash, securities, real 
estate, or other property 
to children, grandchildren, 
other relatives, friends , 
or anyone else you want. 
Your gifts generally will be 
tax free and won't count 
against your unified credit 
(discussed below) as long as 
you don't exceed the limits. 

.. . And Beyond 
The federal tax law's 
unified credit exempts 

Security Blanket 

Straightforward 
Coverage 
Term life poliCies provide 
coverage or a specillc 
number of years (the term) 
and pay a death benefit 
if you die before the term 
ends . While generally less 
expensive than permanent 
life, term life typically 
doesn't build cash value. 
At the end of the term, 
the policy lapses . Term 
life may be a good choice 
if your main reason for 
buying life insurance is to 
provide for your family for 
a finite number of years or 
to cover a future expense , 

such as college for your 
children. 

- A Variety of Options 
There are different types of 
permanent life insurance. 
Traditional whole life offers 
a death benefit and a cash 
value component. Univer
sal life adds the flexibility 
to alter your premium 
payments based on the 
policy's cash value. And 
variable life offers a death 
benefit plus an investment 
component. A fourth 
option, variable-universal 
life, combines features of 
both universal and variable 
life insurance. - . 

$5.45 million* in cumula
tive lifetime gifts and trans
fers at dea th from gift and 
estate taxes. (There's gen
erally an unlimited deduc
tion for assets passing to 
your spouse.) If you want 
to make gifts to loved ones 
that are larger than the 
$14,000/$28,000 annual 
exclusion amount, your 
unified credit may be used 
to offset any gift tax on the 
transfer. ~ . 

• [n 2016 . Amoun ts are adj usted 
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Social Security: The When 

To Claim Game 


j ack stopped working at age 62 because of chronic 
health issues. Celia retired at age 66 so she could 
travel and pursue hobbies. And Pat's not ready to 

retire yet and plans to work until at least age 70. Their 
strategies for claiming Social Security benefits may be 
different because of their 
different situations. 

Retirement may be an 

adventure, but making a 

decision about when to 

collect Social Security 

shouldn't be. That's why 

it's important to under

stand your options for 

claiming benefits well in 

advance of your retire

ment date. 


In a Nutshell 
Although you can begin 
taking benefits as early 
as age 62, the longer you 
delay, the greater your 
benefit will be. While 
you're entitled to receive 
full benefits at your full 
retirement age (FRA), · for 
every year up to age 70 
that you delay taking benefits. your benefit amount 
"vill increase by 8%. And that's not counting any cost
of-living increases you might get. 

If receiving a higher benefit amount were the only 
factor to consider, everyone might wait until age 70 to 
collect. But several other factors may come into play 
that can make the decision more complex - and 
more personal. 

Assessing Your Health 
Your health at retirement and your fan1ily's history 
of longevity could be important considerations when 
deciding whether to collect or delay benefits. Remem
ber, though. if you begin collecting Social Security 
benefits at age 62 - or at any time before you reach 
your FRA - your monthly benefit will be permanently 
reduced. 

factoring in finances 
The amount of money you have saved and your plans 
for retirement will also figure into the equation. If 
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you don't have sufficient income from other sources, 
delaying the start of your benefits is probably not an 
option. The same may be true if your vision of retire
ment includes travel or expensive hobbies. Even if you 
don't need the money for living expenses, taking the 

benefit and investing 
it is an alternative to 
consider. Keep in mind, 
however, that your bene
fits will be reduced if 
your earnings exceed 
certain limits before you 
reach your FRA. 

Your "Breakeven 
Age" 
If you're still working 
or have other assets 
to draw on, waiting to 
collect may seem like a 
smart plan. But there's 
a drawback. By waiting 
to claim benefits, you'll 
need a certain number 
of years to "catch up" 
to the amount you 
would have received if 
you had begun drawing 
Social Security at your 

FRA. This is your "breakeven age" - the age you will 
be when the two total accumulations are equal and 
the advantages of having waited to collect begin to 
kick in. You'll have to live beyond the breakeven age 
to come out ahead in the total amount of money 
you receive over your lifetime. So the longer you 
live. the more you \'Jill benefit from the delay in 
taking benefits. 

Beyond the Basics 
Social Security benefits may be available to spouses, 
divorced spouses. widows, and \vidowers. You can 
learn more about the applicable rules on the Social 
Security website at www.ssa.gov. 

Choosing the best age for claiming benefits can be 
a complex process. Your financial professional can 
help you make the choice that will be right for your 
personal circumstances. 

• Full retirement age is 66 for individuals born fTom 1943 through 
1954. gradually rising to age 67 for individuals born in 1960 
and later. 

;~ DST 

http:www.ssa.gov


Preferred 
Stock Primer 

Preferred stocks seem 
to be part common 
stocks and part flXed 

income investments. They 
typically pay dividends at 
a flXed rate like bonds 
but trade on major stock 
exchanges. including the 
NYSE and the NASDAQ, 
like stocks. making shares 
more liquid. 

Unlike common stocks, the 
share prices of preferred 
stocks don't usually move 
much over time. However. 
like bonds, share prices are 
affected by interest rate 
movements. 

Some preferred stock is 
"callable." That means the 
company has the right to 
redeem shares at a certain 
price after a specified date. 

Dividends are paid to pre
ferred stockholders before 
common stockholders (bond
holders. if any, get paid first). 
So. if the company declares 
bankruptcy or is liquidated . 
preferred stockholders have 
a preferential claim over 
common stockholders on 
dividend payments and 
corporation assets. 

Bonds - Yea or Nay? 

][)0 bonds hav, a 

place in your port
folio? Just like 

stocks. bonds can have 
long periods of uninspiring 
performance. Even so. 
adding bonds to your asset 
mix may help you meet 
goals such as preserving 
principal. providing income. 
managing taxes. and reduc
ing risk. 

When you buy a bond. 
you're lending money to the 
bond issuer. In return. the 
issuer agrees to pay you a 
specific amount of interest 
over a certain period of time 
and return the bond's face 
value at maturity. Different 
types of bonds offer differ
ent levels of risk and 
reward, so review your 
options before you invest. 

Low Risk, Low Return 
U.S, Treasury bonds are 
issued .by the federal gov
ernment to support opera
tions and payoff debt. 

Treasury bonds typically 
pay low interest rates but 
present very little risk to 
your principal. Over time, 
their purchasing power may 
not keep pace with inflation. 

Tax Advantages 
Municipal bonds are issued 
by state and local govern
ments to pay for highways. 
construction. and other 
projects. They pay interest 
that's generally exempt 
from federal - and often 
state and local - taxes. 
Because they already Pro
"ide tax advantages. 
municipal bonds generally 
should be held outside of 
tax-deferred accounts , 

Risk and Potential 
Reward 
Corporate bonds are issued 
by private companies to 
fund expansion and other 
activities. Although their 
yields can be potentiaily 
higher. corporate bonds 
typically present more risk 

to principal than govern
ment bonds. 

High-yield or junk bonds are 
corporate bonds rated 
below investment grade by 
bond rating services. They 
offer higher yields to com
pensate for their higher risk 
of default. 

The Effect of Intere t 
Rates 
Rising interest rates typi
cally signal falling prices for 
outstanding bonds. since 
newly issued bonds are 
paying higher interest. Con
versely. falling rates may 
result in rising prices for 
outstanding bonds because 
they're earning more than 
new bonds. Holding a vari
ety of bonds with different 
maturities may lower risk . . 
Prices ojfzxed income securi
ties may fluctuate due to 
interest rate changes. 
Investors may lose money 
if bonds are sold beJore 
maturity. 

Are You Emergency-ready? 


I f you were told 
to evacuate your 
home or to shel

ter in place during a 
manmade or natural 
disaster. you might 
not have much time 
to prepare, Assem
bling an emergency 
kit can help you and your 
family survive on your own 
until help arrives, At a 
minimum. a basic kit 
should contain the follow
ing supplies : 

• Water for several days 

• Non-perishable food/ 
can opener 

• Flashlight/batteries 

• First aid kit 

• Moist towelettes and 
garbage bags 

• Wrench/pliers 

• Dust masks or cotton shirt 

• Blankets and warm 
clothing 

• Medications 

• Cell phone/charger 
(solar, if possible) 

• Pet food and infant 
formula . if applicable 

Customize your kit 
based on your family's 
needs. Also consider 
storing copies of 
important documents, 
account numbers. 
and contact informa

tion in a waterproof and 
fireproof box that's easily 
accessible if you have to 
evacuate quickly. 

You'll also want to have 
a plan you can follow in 
an emergency. Get infor
mation and suggestions 
on creating your plan and 
preparing an emergency kit 
at www.ready.gov. 

http:www.ready.gov


X
How Much Is Too Much? 


fyou 're the 
owner of a Roth 
individual 

retirement account 
(IRA), you probably 
know the aru1Ual 
contribution limits 
that apply to all 
your IRAs: $5,500, 
with an additional 
$1 ,000 if you're age 
50 or older. As long 
as you don't exceed 
the aru1Ual limit , 
you may think 
you're home free . 

Not So Fast 
The amount you're 
allowed to contrib
ute to a Roth IRA 
generally begins to 
phase ou t as modified 
adjusted gross income (AGO 
exceeds certain thresholds: 
$117,000 to $132,000 for 
single/head of household 
filers: $184,000 to 
$194,000 for Joint filers; 
and $0 to $10,000 for 

Inflation 

A nd when inflation 
appears, your 
portfolio loses some 

of its purchaSing power. 
How much depends on the 
inflation rate . But one 
thing is certain: Over time, 
even low inflation can 
increase the costs of goods 
and services significantly 
so that you 'll need more 
money to maintain your 
standard of living. 

Bu t you don't have to sit 
idly by waiting for inflation 
to take its toll . Taking a 
proactive approach can help 
you cushion your portfolio 
against the effects of infla
tion and preserve your nest 
egg's purchasing power. 

YlII,">your Roth IRA until 

Always in the Shadows 


manied-separate filers. So, 
once income exceeds the 
lower end of each threshold 
range, the amount you can 
contribute to a Roth IRA is 
gradually reduced to $0. 

Not Too Late 
You might not realize you've 

contributed more 
than allowed to 

you discover that 
your AGI exceeds 
the threshold at tax 
preparation time. 
In that case, you 
have a few options: 

• Withdraw the 
excess amount 
before the due date 
of your tax return 
(including any 
extension) 

• Apply the excess 
contribution to the 
following tax year 

• "Recharacterize" 
the excess contri

bution as a traditional IRA 
contribution by your tax 
return's due date (inclUding 
any extension) 

• Leave the excess amount 
in your IRA, subject to a 
6% excise tax that's 
imposed each year -' 

Your Secret Weapon 
You can even the score in 
the fight against inflation 
by holding investments, 
such as stocks, with the 
potential to earn returns 
that are higher than the 
inflation rate . Keeping a 
portion of your portfolio 
invested in stocks gives 
you a fighting chance of 
outpacing inflation. While 
past performance doesn't 
guarantee that an invest
ment will perform the 
same way in the future, 
histOrically, stocks have 
always recovered their 
losses over the long term. 
And stocks have typically 
had a better scorecard 

than fixed income invest
ments in keeping up with 
cost-of-living increases. 

That Said . .. 
Your best protection in the 
fight against inflation is 
a well-diversified portfolio 
that takes into account 
your goals, risk tolerance, 
and investing time frame. 
Your financial professional 
can help you select an 
asset mix with the poten
tial to earn inflation
beating returns. 

Diversification does not 
ensure a profit or protect 
against loss in a declining 
market. 

Feather Your 

Own Nest 


Getting a big income
tax refund this year? 
Next year, instead 

of letting Uncle Sam hold 
onto your money until you 
file your tax return, consider 
having less of your pay with
held for taxes. A smaller 
refund means you'll have 
more money to put toward 
other priorities. 

Use the extra cash to: 

• Add to your emergency 
fund. Consider saving 
enough to cover a minimum 
of six months' worth of living 
expenses. 

• Increase your contribu
tions to your employer's 
retirement plan. Be sure 
to take advantage of any 
employer match. 

• Save for a child's college 
expenses, 

Your employer withholds 
income tax from your pay
check based on the number 
of allowances you claimed 
on your IRS Form W-4. The 
fewer allowances you claim, 
the more tax is withheld 
from your pay. You can 
change your withholding at 
any time by filling out a new 
Form W-4. Just make sure 
you have enough money 
withheld to avoid owing a 
large amount of additional 
tax or an underpayment 
penalty when you file your 
return. 
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Saving for 

School 


A coverctell Education 
Savings Account 
(ESA) is a tax-favored 

account that allows taxpay
ers to set money aside for 
future educational expenses. 
Up to $2.000 a year can be 
contributed to an ESA for a 
beneficiary under age 18 and 
for a special needs benefi
ciary of any age. ESAs are 
exempt from federal income 
taxes, and distributions of 
earnings used to pay quali
fied expenses are tax free. 

Qualified expenses include 
college tuition, fees. books, 
and supplies. and certain 
room and board charges for 
students attending college 
at least half-time. ESAs can 
also be used for K-12 tuition 
and expenses. including 
tutoring. room and board. 
transportation. lmiforms. 
and extended day programs. 
Special needs services for 
beneficiaries enrolled in any 
of the above types of schools 
also qualify. 

The ability to contribute to 
an ESA begins to phase out 
with modified adjusted gross 
income above $95.000 for 
single filers and $190.000 
for joint filers. 

The True Cost of That New Car 


so you've negotiated a 
great deal on a new 
vehicle and you're 

ready to sign the contract. 
Not to burst your bubble, 
but the price you pay for 
the car is only one factor in 
the cost equation. Just as 
important is the cost over 
time of owning a particular 
make and model. 

What determines the cost of 
owning a car? Several fac
tors can affect ownership 
costs. 

Holding its value. Depreci
ation - a vehicle's loss in 
value over a defined period 
of time - is the single larg
est cost of ownership. Over 
five years, depreciation 

accounts for almost half of 
the total cost of owning a 
car. Some cars depreciate 
faster than others. 

Gas guzzler? Fuel con
sumption is another factor 
that determines how much 
a car costs to own. Fuel 
costs can vary widely 
depending on fuel grade, 
gas mileage, and the num
ber of miles driven each 
year. 

Borrowing costs. The total 
amollnt of interest paid 
over the life of an auto loan 
will vary depending on the 
amount financed, the term 
of the loan, and the interest 
rate . 

Your policy. Insurance 
costs can vary widely 
depending on the owner's 
age, driving record, location, 
and other factors and can 
significantly add to the total 
cost of car ownership. 

Keep it running. Although 
factory warranties cover 
many costs during the first 
few years, maintenance and 
repair costs also contribute 
to the total cost of car own
ership over time. 

Taxed! Add sales tax into 
the total cost of ownership 
as well. 

An Internet search may 
help you track down owner
ship costs for the vehicle 
you're considering. 
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Self-employed? There's a Plan for That 
Think 

JBeing your own boss 
means you're the 
major decision maker. 

Whether you work alone 
or employ others, one of 
your most important deci
sions may be choosing a 
tax-advantaged plan to help 
you and your employees 
save for retirement. Review 
your options carefully before 
you decide. 

Solo 401(k) 
If you work alone or employ 
only your spouse, a solo 
401 (k) may be a good 
choice. You can contribute 
up to 100% of the first 
$18,000 of earnings 
($24,000 if you'll be age 
50 or older by year-end) . 
Additionally, you can make 
employer contributions 
of up to 25% of "earned 
income" (as defined by 
tax law). The total annual 
maximum contribution is 
$53,000 ($59,000 if you're 
age 50 or older) .* 

Simplified Employee 
Pension (SEP) IRA 
Easy to set up and admin
ister, SEPs may be an 
appropriate choice for 
self-employed individuals 
or owners of small busi
nesses with only a few key 
employees. With a SEP, 
you can contribute up to 

W
hat's the vrxt? 
VIX stands for 
the Chicago Board 

Options Exchange (CBOE) 
Volatility Index® - also 
known as the "investor 
fear gauge" - which is 
used as a measure of 
stock market risk. 

Since 1993, the VlX has 
been considered a bench

25% of "earned income," up 
to an annual maximum of 
$53,000, for yourself and 
each of your eligible employ
ees.* Contribution amounts 
can change each year, and 
you can skip making contri
butions in years when cash 
is tight. 

Savings Incentive Match 
Plan (SIMPLE) 
Employers with 100 or 
fewer employees who 
received $5,000 or more 
in pay during the prior 
year may want to consider 
a SIMPLE. With a SIMPLE, 
you and your eligible 
employees can defer up to 
$12,500 of compensation 
annually ($15,500 for 
those age 50 and older).* 
You are required to con
tribute either by matching 

VIX = Volatility 

mark for stock market 
volatility. The VlX measures 
the stock market's expec
tation of near-term volatil
ity based on S&P 500 
index options prices. 

When investors are fearful 
and the markets are 
turbulent, the VJX tends 
to rise. When stock prices 
are rising and no significant 

employee contributions 
dollar for dollar, up to 3% 
of compensation, or by 
making a fixed contribu
tion of 2% of compensation 
for each eligible employee. 

Traditional or Roth IRA 
An individual retirement 
account (IRA) is a simple 
way to save for retirement 
when you're self-employed. 
Contributions to a tradi
tional IRA may be tax 
deductible. With Roth 
IRAs, contributions are not 
deductible, but qualified 
distributions are tax free, 
and withdrawals are not 
required during your life
time. However, annual IRA 
contribution limits are low 
- $5,500 [$6,500 if you're 
age 50 or older}.* 

• for 2016 

changes seem likely, the 
VlX generally falls or 
remains steady.* 

CBOE maintains histori
cal VlX data on its web
site (www.cboe.com). 

• Pas t performance does not 
indicate future results. 

Smaller? 

W
hen it comes to 
paying off high
interest debt. such 

as credit card balances, con
ventional wisdom says to pay 
down the debt \\-ith the high
est interest rate frrst. And 
from a fmancial standpoint. 
that makes perfect sense. By 
paying down the credit card 
that's charging the highest 
rate, you'll potentially save a 
substantial amount in inter
est payments. 

With this strategy. you put 
as much money as you can 
afford toward the debt with 
the highest rate and pay the 
minimum amount due on all 
your other cards. After the 
balance on the first card is 
paid off. you tackle the card 
with the next highest rate, 
and so on, until all your 
balances are zero. 

On the other hand, paying 
off small balances first may 
offer psychological benefits. 
Although you'll pay more in 
overall interest, seeing your 
progress in completely elimi
nating several smaller debts 
may motivate you to tackle 
the larger ones. 

http:www.cboe.com


Talking to Parents About Thei'r Wishes 


Aparent's estate plan can be a 
touchy subject. So unless par
ents bring it up, many adult 

children avoid the discussion. But if 
your parents don't share their estate 
plan with you, you'll have no way of 
knowing whether they've taken appropri
ate steps to protect their assets and to 
ensure their wishes are followed. 

The First Step: Wills 
Both parents should have wills stating 
how their property should be distributed 
when they die. Without a \ViII, state law 
typically determines the distribution of the person's assets. A 
will should also appoint an executor (or personal representa
tive) to help settle the estate. The executor can be a relative, 
a friend, or even an institution. 

The Next Step: Advance Directives 
Making decisions about your parents' care can be challeng
ing and stressful if they haven't made their wishes known. 

To ensure that family members and 
health care providers know your par
ents' \Vishes about health care, encour
age your parents to include legal 
documents known as advance directives 
in their planning. A living will spells out 
a person's \Vishes for receiving or not 
receiving life-prolonging medical treat
ment. A durable power ojattorney Jor 
health care - aka health care proxy 
authorizes someone to make medical 
deciSions if a person is incapacitated 
and unable to do so. 

Another Step: Protecting Finances 
Who \vill pay the bills if your parents are unable to attend to 
their finances? A durable power ojattorney Jor finances 
deSignates someone to act as an agent in fmancial matters 
if your parent is mentally or phYSically incapaCitated. 

A good time to discuss estate plarming with your parents 
may be when you're preparing your own documents. 
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