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High Country Capital
Management (HCCM) is an
independent registered
investment advisor located in
picturesque Southwest Colorado.
Since 1995, HCCM has provided
individuals, families, and
institutions with unbiased,
professional investment planning
and advice. The firm is dedicated
to helping clients achieve their
financial and investment goals.
We employ a disciplined,

systematic investment approach,
and our only loyalty is to our
clients.

Annual Market Barometer

1 Year, ending December 31, 2013. The U.S. Market
returned 33.13%.

The Morningstar Market Barometer provides a
visualization of the performance of various stock
market indexes. The color scale (red for losses and
green for gains) allows you to assess which areas of the
market performed strongly and which areas showed
weakness for the time period analyzed. The nine-
square grid represents stocks classified by size (vertical
axis) and style (horizontal axis). There are three
investment styles for each size category: small, mid
and large. Two of the three style categories are “value”
and “growth” while the central column represents the
core style (neither value nor growth characteristics
dominate). Large-caps account for the top 70% of the
capitalization; mid-caps represent the next 20%; and
small-caps represent the balance.
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Morningstar Research Examines
Retirement Costs

Morningstar Investment Management published new
research in December that examines the most
common assumptions used to estimate retirement
needs and lays out a framework for investors to take a
more personalized approach to setting retirement
savings goals.

“There are three common assumptions that many
software tools and financial advisors use to come up
with a retirement savings goal—a 70 or 80 percent
replacement rate based on pre-retirement income, an
income need that rises with inflation, and a 30-year
retirement time horizon,” David Blanchett, head of
retirement research for Morningstar Investment
Management, said. “When we looked at actual retiree
spending patterns and life expectancy, however, we
found that these assumptions don’t hold true for many
people and, on average, can significantly overestimate
how much people will actually need to fund their
retirement.”

Many expenses disappear after retirement, such as
Medicare taxes, Social Security taxes, and retirement
savings. The paper first demonstrates the effect on
replacement rate calculations of accounting for taxable
and non-taxable expenses that are no longer paid after
retirement. Next, using government data, the analysis
explores the actual spending patterns of retirees, and
finds that they grow at a rate lower than inflation
through most of retirement and then accelerate in later
years because of higher health care costs. While the
difference between the actual spending growth rate
and the inflation rate is relatively small, it has a
material effect over time. When the researchers
modeled actual spending patterns over a couple’s life
expectancy, rather than a fixed 30-year period, the
data showed that many retirees may need
approximately 20% less in savings than the common
assumptions would indicate.

Results from this research show the actual replacement
rate is likely to vary considerably by retiree household,
from under 54% to over 87%. Retiree expenditures do
not, on average, increase each year by inflation or by
some otherwise static percentage; the actual “spending
curve” of a retiree household varies by total
consumption and funding level. Specifically,

households with lower levels of consumption and
higher funding ratios tend to increase spending
through the retirement period and households with
higher levels of consumption but relatively lower
funding ratios tend to decrease spending through the
retirement period. When consumption and funding
levels are combined and correctly modeled, the true
cost of retirement is highly personalized based on each
household’s unique facts and circum¬stances, and is
likely to be lower than amounts determined using
more traditional models.

“While a replacement rate between 70 and 80 percent
may be a reasonable starting place for many
households, we find that the actual replacement rate
can vary considerably,” Blanchett continued. “Take,
for example, a high-income couple, living in a high
income tax state like California, and saving a
significant amount for retirement each year. If that
couple retires in Florida or Texas, where there is no
income tax, the replacement rate might be closer to 60
percent. By contrast, a low-income couple saving very
little for retirement and retiring in California could
have a replacement around 85 percent. It’s important
for investors to consider their level of pre-retirement
household income, expenses that discontinue after
retirement, and post-retirement taxation.”

These findings have important implications for
retirees, especially when estimating the amount that
must be saved to fund retirement. A more advanced
perspective on retiree spending needs can significantly
change the estimate of the true cost of retirement.

Source: David Blanchett, CFA, CFP, Head of
Retirement Research, Morningstar Investment
Management: Estimating the True Cost of
Retirement, Working Paper, Nov. 5, 2013.
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Dos and Don'ts of College Savings

For many families, the cost of college has become
daunting. During the past decade, tuition, fees, room
and board costs have increased at a much higher rate
than general inflation. Knowing financial-aid rules is
key, given these rising costs. Keep in mind that some
financial aid is need-based while some is not, and that
aid includes not just grants and scholarships, but also
work-study programs and loans. Below are some ideas
to help parents get started.

Do: Start Saving as Soon as Possible. Some parents
worry that saving for college will negatively affect their
student's chances for financial aid. But that's
misguided. Most financial aid is in the form of loans,
which people are better off not having to pay. The
important thing to keep in mind is that every dollar
saved for college reduces a student's borrowing costs.
In light of this simple principle, parents and students
should start saving for college as early as possible.

Do: Apply for Any Scholarships for Which the
Student Might Be Eligible. An obvious place to start
is by filling out the Free Application for Federal
Student Aid, or FAFSA, the federal government's
form for need-based grants, loans (both need-based
and non-need-based), and work-study opportunities.
Good online resources for scholarship searches include
Fastweb and Scholarships.com. One important tip
when applying for scholarships: The more optional
information you provide, the better your odds of
matching. For example, if a student or parent has had
cancer, including that in the student's profile helps
improve his or her chances of matching one of the
many scholarships related to the disease.

Do: Have Your Kids Close Together in Age. Having
multiple kids in college at the same time actually
improves financial aid eligibility because it reduces the
amount parents are expected to pay for each. For
example, someone who has twins is going to get more
aid than someone who has single children separated by
four years. Of course, it may be a little late to put this
plan into action for most readers, and it’s not always
under the parents’ control, but it also works if, say, a
parent attends college at the same time as their child
or children. Having an older child delay college to
attend at the same time as a younger sibling also

works.

Don't: Put Assets in the Student's Name. In financial
aid calculations, assets belonging to parents have less
of a negative impact than those belonging to students.
So money in a 529 plan, which is considered the
parents' property, counts less against financial aid
than, say, money held in a custodial account such as a
UGMA/UTMA, which is legally considered the
student's property. One way around this problem is to
spend down the student's assets before applying for
aid. UGMA/UTMA funds can be used for a wide
variety of qualifying expenses, so long as they are for
the minor's benefit. Incidentally, money in a 529
opened by a grandparent on behalf of a student does
not count against financial aid.

Don't: Count on Your Student Getting a Full-Ride
Scholarship. Expecting your child's academic or
athletic brilliance to bail you out from having to pay
for college is simply not realistic. Fewer than 0.3% of
students win full-ride scholarships or need-based full-
ride grants, whereas about two thirds of all
undergraduates receive some kind of financial aid,
including student loans.

Don't: Sell Assets the Year Before Applying for Aid.
A common mistake parents make is to sell a large
chunk of taxable investments to help pay for college
the year before applying for aid. This might trigger
capital gains that add to parental income and thus
reduce financial aid eligibility. Keep in mind that
students usually must reapply for financial aid each
year, so holding off and waiting a year to sell might
not help. It's best to plan ahead, if possible, by putting
funds for college in a 529, where their impact on
financial aid is reduced.
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Women and Investing: A Behavioral
Finance Perspective

Gender stereotypes exist in the investing world, just
like everywhere else. For example, women tend to be
perceived as more risk averse than men when it comes
to making investment decisions, or as basing these
decisions on emotional, rather than rational factors.
However, according to a recent study by Merrill
Lynch, gender differences among investors tend to be
overstated, and the ways in which men and women
approach their financial lives are often similar. Where
differences do occur, they appear to be shaped more by
social and demographic factors (such as education,
employment status and financial circumstances) than
by innate characteristics.

The study surveyed 11,500 respondents (out of which
5,000 were women) using a questionnaire to reveal
how they thought and felt about investing. The
findings do support the idea that women don’t make
investment decisions exactly as men do, and that
women tend to be more risk-averse than men. The

research also shows, however, that both men and
women are subject to strong emotional influences that
can have both positive and negative implications for
their investing habits. These emotional influences, in
themselves, don’t predict either success or failure as an
investor. What matters is how each person puts his or
her natural tendencies to work in the pursuit of
personally meaningful financial goals.

The gender difference that seems to have the most
significant impact on investor behavior is men and
women’s reported level of financial knowledge. More
than half of women agreed with the statement, “I
know less than the average investor about financial
markets and investing in general,” compared with only
a quarter of men who said they felt that way.

Source: “Women and Investing: A Behavioral Finance
Perspective,” Merrill Lynch Wealth Management
Institute, November 2013.

©2013 Morningstar, Inc. All Rights Reserved. The information contained herein (1) is intended solely for informational purposes; (2) is proprietary to Morningstar and/or the content providers; (3) is not
warranted to be accurate, complete, or timely; and (4) does not constitute investment advice of any kind. Neither Morningstar nor the content providers are responsible for any damages or losses arising
from any use of this information. Past performance is no guarantee of future results. "Morningstar" and the Morningstar logo are registered trademarks of Morningstar, Inc. Morningstar Market
Commentary originally published by Robert Johnson, CFA, Director of Economic Analysis with Morningstar and has been modified for Morningstar Newsletter Builder.

Jason Napoli, ChFC, AAMS, MBA
President & Chief Investment
Officer

High Country Capital Management
521 E MAIN ST.
MONTROSE, Colorado 81401

jason@hccm.com
www.hccm.com

Tel:970-249-3499


