
Don’t just give up on your
retirement goals if you find
you’ve entered middle age

with little to no retirement savings.
Sure, it may be harder to reach your
retirement goals than if you had
started in your 20s or 30s, but here
are some strategies to consider:

m Reanalyze your retirement goals.
First, thoroughly analyze your sit-
uation, calculating how much you

need for retirement, what income
sources will be available, how
much you have saved, and how
much you need to save annually
to reach your goals.  If you can’t
save that amount, it may be time
to change your goals.  Consider
postponing retirement for a few
years so you have more time to
accumulate savings as well as
delay withdrawals from those

savings.  Think about working
after retirement on at least a part-
time basis.  Even a modest amount
of income after retirement can
substantially reduce the amount
you need to save for retirement.
Look at lowering your expecta-
tions, possibly traveling less, mov-
ing to a less-expensive city, or liv-
ing in a smaller home.

m Contribute the maximum to your
401(k) plan. Your contributions,
up to a maximum of $16,500 
in 2009, are deducted from your
current-year gross income.  If you
are age 50 or older, your plan may
allow an additional $5,500 catch-
up contribution, bringing your
maximum contribution to $22,000.
Find out if your employer offers a
Roth 401(k) option. Even though
you won’t get a current-year tax
deduction for your contributions,
qualified withdrawals can be
taken free of income taxes.  If your
employer matches contributions,
you are essentially losing money
when you don’t contribute
enough to receive the maximum
matching contribution.  Matching
contributions can help significant-
ly with your retirement savings.
For example, assume your
employer matches 50 cents on
every dollar you contribute, up to
a maximum of 6% of your pay.  If
you earn $75,000 and contribute
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Accelerate Your Retirement Savings

Factors That Influence 
Your Asset Allocation

While you probably won’t make frequent changes to your asset alloca-
tion strategy, changes in your personal situation may necessitate peri-

odic alterations.  That will typically occur when personal changes alter the
major factors affecting your asset allocation:  

Risk tolerance — Your risk tolerance is likely to change, either as you
become more familiar with investing or as you age.  Familiarity with invest-
ing typically makes you more risk tolerant, while aging may make you more
or less risk averse.  Both conservative and aggressive investors are likely to
hold changing views of risk tolerance over their life.  Adjust your asset allo-
cation when your risk tolerance shifts, so you don’t become uncomfortable
with the risk in your portfolio.

Return needs — Your need to emphasize income or growth is likely to
change over your life.  Young investors typically want to emphasize growth,
while retirees may want to emphasize income.

Investment time horizon — With a short time horizon, your liquidity
needs may require avoiding more volatile investments, such as stocks.  With
a longer time horizon, you can wait out any fluctuations in volatile invest-
ments.  Typically, young investors have longer time horizons than older
investors, so they can invest more aggressively.  However, young investors
may need to allocate at least part of their portfolio to conservative invest-
ments if they are investing for short-term needs, such as for a down pay-
ment on a home or to pay for a child’s education.     mmm
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Retirement Savings
Continued from page 1

least two of the previous five
years, you can exclude $250,000 of
gain if you are a single taxpayer
and $500,000 of gain if you are
married filing jointly.  At a mini-
mum, this strategy will reduce
your living expenses so you can
save more.  If you have significant
equity in your home, you may be
able to use some of the proceeds
for savings.

m Substantially increase your sav-
ings as you approach retirement.
Typically, your last years of
employment are your peak earn-
ing years.  Instead of increasing
your lifestyle as your pay increas-
es, save all pay raises.  Anytime
you pay off a major bill, such as an
auto loan or your child’s college
tuition, take the money that was

going toward that bill and put it in
your retirement savings.

m Restructure your debt. Check
whether refinancing will reduce
your monthly mortgage payment.
Find less-costly options for con-
sumer debts, including credit
cards with high interest rates.
Systematically pay down your
debts.  And most important —
don’t incur any new debt.  If you
can’t pay cash for something,
don’t buy it.

m Stay committed to your goals. At
this age, it’s imperative to main-
tain your commitment to saving.
Please call to review your retire-
ment savings program.    mmm

6% of your pay, you would con-
tribute $4,500, and your employer
would put in an additional $2,250.

m Look into individual retirement
accounts (IRAs). In 2009, you 
can contribute a maximum of
$5,000 to an IRA, plus an addi-
tional $1,000 catch-up contribu-
tion if you are age 50 or older.
Even if you participate in a 
company-sponsored retirement
plan, you can make contributions
to an IRA, provided your adjusted
gross income does not exceed 
certain limits.  Starting in 2010,
everyone can convert from a tra-
ditional IRA to a Roth IRA,
regardless of their income.  Thus,
if you aren’t eligible to contribute
to a deductible or Roth IRA, you
may want to contribute to a non-
deductible IRA, which can be 
converted to a Roth IRA in 2010.

m Reduce your preretirement
expenses. Typically, you’ll want a
retirement lifestyle similar to your
lifestyle before retirement.
Become a big saver now and
you’ll enjoy two advantages.
First, you save significant sums
for your retirement.  Second,
you’re living on much less than
you’re earning, so you’ll need less
for retirement.  For instance, if
you live on 100% of your income,
you’ll have nothing left to save
toward retirement.  At retirement,
you’ll probably need close to
100% of your income to continue
your current lifestyle.  With sav-
ings of 10% of your income, you’ll
be living on 90% of your income.
At retirement, you’ll probably be
able to maintain your standard of
living with 90% of your current
income.

m Move to a smaller home. As part
of your efforts to reduce your pre-
retirement lifestyle, consider sell-
ing your home and moving to a
smaller one, especially if you have
significant equity in your home.
If you’ve lived in your home for at
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A Review of Your Portfolio

With the recent market
declines, it may be
painful to reevaluate

your portfolio in depth.  But this
review is necessary to see if
changes are needed to your portfo-
lio.  Some factors to consider
include:

m Measure the performance of
each investment in your port-
folio. Many investments and
investment managers will pro-
vide you with periodic perform-
ance information.  If you invest
in individual stocks and bonds,
you may need to calculate those
returns yourself.  Your total
return equals the change in mar-
ket value plus any dividends,
interest, or capital gains, divid-
ed by the beginning market
value.  

m Compare each component of
your portfolio to an appropri-
ate benchmark. A wide variety
of market indexes now exist,
covering many different 
segments of the market.  You
should be able to find ones that
track investments similar to
each component of your portfo-

lio.  Making comparisons to a
benchmark should help identify
portions of your portfolio that
may need changing.

m Calculate your overall rate 
of return, comparing it to 
your estimated return. When
designing your investment pro-
gram, you probably assumed a
certain rate of return, which
determined how much you
needed to invest to achieve your
financial goals.  Calculating
your actual return will deter-
mine if you are on track.  With
the recent market declines, you
are likely to find you have not
made that much progress.  In
that case, you need to recalcu-
late how much you should be
saving on an annual basis.

m Review your overall allocation
to determine whether changes
are needed. This annual review
is a good time to compare your
actual allocation to your desired
allocation.  You may find you
need to make changes for a vari-
ety of reasons.

Please call if you’d like help
with this analysis.     mmm
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Lessons Learned from the Stock Market
m Make sure an investment will add

diversification benefits to your
portfolio. Diversification helps
reduce the volatility in your portfo-
lio, since various investments will
respond differently to economic
events and market factors.  Yet, it’s
common for investors to keep
adding investments that are similar
in nature.  This does not add much
in the way of diversification, while
making the portfolio more difficult
to monitor.  Diversification does
not assure a profit or protect

against loss in declining financial
markets.

m Periodically check your portfolio’s
performance. While everyone
likes to think their portfolio is 
beating the market averages, 
many investors simply don’t 
know for sure.  So thoroughly ana-
lyze your portfolio’s performance 
periodically.  

Please call if you’d like to discuss
strategies for your investment portfo-
lio.    mmm

The stock market volatility of 
the past few years has taught
some valuable lessons about

the stock market:

m The market tends to revert to the
mean. There is a tendency for the
stock market, when it has an
extended period of above- or
below-average returns, to revert
back to the average return.  Thus,
following an extended period of
above-average returns in the 1990s,
the stock market experienced a sig-
nificant downturn, helping to
bring the averages back in line.

m Don’t chase performance. In-
vestors often move out of sectors
that are not performing well, 
investing that money in invest-
ments that are currently high 
performers.  But the market is
cyclical; and often, those high per-
formers are poised to underper-
form, while the sectors just sold are
ready to outperform.  Rather than
trying to guess which sector is
going to outperform, make sure
your portfolio is broadly diversi-
fied across a range of investment
sectors.

m Avoid strategies designed to “get
rich quick” in the stock market.
The stock market is a place for
investment, not speculation.  When
your expectations are too high, you
have a tendency to chase after
high-risk investments.  Your goal
should be to earn reasonable
returns over the long term, invest-
ing in high-quality stocks.

m Don’t avoid selling a stock
because you have a loss. When
selling a stock with a loss, an
investor has to admit that he/she
made a mistake, which is psycho-
logically difficult to do.  When
evaluating your stock investments,
objectively review the prospects of
each one, making decisions to hold
or sell on that basis rather than on
whether the stock has a gain or
loss.

Does Buy and Hold Still Make Sense?

We all know the basics — design an asset allocation plan, ignore
market fluctuations, and stick with the plan for the long term.  In
other words, become a buy-and-hold investor.  But in an era

where everything seems to change overnight, is it realistic to expect to find
investments you’ll be comfortable owning for years or even decades?

Before you answer that question, you need to consider whether it’s pos-
sible to reliably time the market.  Unfortunately, it’s a difficult strategy to
implement for a couple of reasons:

m No one has been able to consistently predict where the stock market is
headed. Many try, but so many factors affect the market that even profes-
sionals watching the market full-time find it difficult to time the market
with any degree of accuracy.  In retrospect, everything seems crystal clear.
Are you still upset you didn’t get out of technology stocks in 2000?  While
we now know that was the market top for technology stocks, very few
recognized that in 2000.  Also, significant market gains can occur in a mat-
ter of days, making it risky to be out of the market for any length of time.

m Frequent trading seems to reduce, rather than increase, returns. Several
studies of investor trading found that investors who trade more frequent-
ly have lower portfolio returns than those who trade less frequently.  A
recent study found that for the 20 years ending in 2007, the average equi-
ty fund investor earned an annualized return of 4.5%, compared to an
annualized return of 11.8% for the Standard & Poor’s 500 (Source:
Fortune, November 10, 2008).*  Why?  Investors tend to buy hot sectors
and sell underperforming investments — the opposite of a buy low and
sell high strategy.  Also, trading results in a taxable event.  Even with cap-
ital gains rates at 15% and the highest ordinary income tax rate at 35%,
taxes significantly reduce your portfolio’s return.

Rather than trying to time the market, devise an asset allocation strategy
you’ll be comfortable with for years and then purchase investments for that
strategy.  If you’d like help implementing this strategy, please call.   mmm

* The S&P 500 is an unmanaged index generally considered representative of the U.S. stock
market.  Investors cannot invest directly in an index.  Past performance is not a guarantee of
future results.  Returns are presented for illustrative purposes only and are not intended to
project the performance of a specific investment.



Reevaluate Your Life Insurance at Retirement

As retirement age approaches,
it’s usually a good time to
reassess your life insurance

policies to see if your needs have
changed.  With your children on their
own and no earned income to
replace, you may no longer need a
large life insurance policy.  Especially
if your insurance premiums are high,
you may be tempted to cancel the
policy, take the cash surrender value,
and enjoy retirement.  Before doing
that, however, make sure there aren’t
other uses for your life insurance pol-
icy, such as:

m To leave a legacy to heirs — Even
if the money isn’t needed for 
your children’s support after 
your death, many people like 
the thought of leaving a large
inheritance to their children or
grandchildren.  With an insurance
policy in place, you can feel free to
spend your retirement assets,
knowing the insurance policy pro-
ceeds will be paid to your benefi-

ciaries after your death.  If you
have a large estate, the policy pro-
ceeds can be used to help pay
estate taxes.

m To pay your grandchildren’s 
college expenses — With the rap-
idly increasing costs of college
making it more and more difficult
for parents to cover this cost, you
might want to use an insurance
policy as a college fund for your
grandchildren.  If you’re still alive
when they start college, you might
be able to borrow some of the cash
surrender value to pay these costs.

m To support adult children —
There are a variety of reasons why
you might want to provide finan-
cial help to an adult child.
Perhaps your child is a doctor, but
has significant debt from college.
Or your child might work at a job
that doesn’t pay a significant
amount of money.

m To provide a large charitable con-
tribution — A life insurance poli-
cy can serve a couple of purposes
when making a large charitable
contribution.  You can name the
charity as the beneficiary of the
policy.  Or you can leave other
assets to the charity that would
have been included in your estate
and possibly subject to estate
taxes.  The proceeds of the life
insurance policy, if properly struc-
tured, can then be paid to your

heirs estate- and income-tax free.

m To help deal with long-term-care
costs — Many individuals don’t
purchase long-term-care insur-
ance, believing their spouse will
take care of them.  However, when
one spouse dies, there may not be
anyone to take care of the surviv-
ing spouse.  The proceeds of a life
insurance policy can be used to
provide long-term care for the sur-
viving spouse.

m To optimize pension benefits —
When retiring, irrevocable deci-
sions about pension-plan benefit
payments must typically be made.
An individual life income option
will pay higher benefits than a
joint and survivor benefit, but
then your spouse will not have
pension benefits if you predecease
him/her.  You could use the pro-
ceeds from a life insurance policy
as a source of income for your
spouse after your death.

While it is generally believed that
life insurance needs decrease after
retirement, there are a variety of rea-
sons why you might want to retain
your life insurance policy.  If you’d
like to review your circumstances,
please call.    mmm
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