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8 QUESTIONS YOUR FINANCIAL PLAN SHOULD ANSWER

Y

ou may have a financial plan,
but is it really working for
you? The fact is, not all financial plans are created equal. To make
sure that your financial plan is going
to get you where you want to be financially, make sure that it answers
these eight questions.

HOW MUCH DO I HAVE, AND
HOW MUCH DO I OWE?
Before you complete any other
financial planning task, you need to
take stock of where you currently
stand. That means taking a complete inventory of your assets as

WHEN CAN YOU RETIRE?

W

hen can you retire? It depends — on how old you
are; how much you have
saved; the extent to which you’ll rely
on Social Security, a pension, or taxadvantaged retirement accounts;
how your investments perform; the
kind of lifestyle you want in retirement; and how long you’ll live.

FACTORS TO CONSIDER WHEN
SETTING A TARGET RETIREMENT
AGE

1. WHAT

KIND OF LIFESTYLE DO

Given the
same monthly savings rate, there is a
tradeoff between when you can retire
and the kind of lifestyle you can have
once you do. For example, if you’re
currently 50 years old, earn $50,000
per year, and plan to live to age 90,
for about the same monthly savings
amount you can retire at age 65 with
YOU WANT IN RETIREMENT?

50% of your preretirement income or
at age 70 with 100% of your preretirement income (Source: Kiplinger Retirement Savings Calculator).
2. WHAT

DOES

SOCIAL SECURITY

CONSIDER TO BE YOUR FULL RETIRE-

The government will let
you start receiving Social Security
benefits at age 62, but those benefits
will be less than what you’d receive
if you waited until your full retirement age. For example, for an individual born in 1960 or later who
retires at age 62 instead of age 67 (his
full retirement age), his monthly benefits will be reduced by 30%. For individuals born before 1960, full
retirement age ranges from 65 to 66
and 10 months, and the reduction in
benefits for retiring at age 62 ranges
from 20% to 29.17%.

MENT AGE?

3. WHAT

well as assessing how much you
owe. Subtracting the second from
the first will tell you your net
worth. Your financial plan should
make it easy to determine your net
worth at a glance.

WHAT DO I WANT TO ACHIEVE
WITH MY MONEY?
We all have personal and financial goals. Perhaps you want to buy
a bigger house in a nicer neighborhood. Maybe you want to be able to
send your kids to college debt-free.
You might be dreaming of owning a
second home someday, retiring at
55, or starting your own business.
Your financial plan should specifically identify your financial goals
and outline steps you need to take
to turn those dreams into reality.

ARE MY INVESTMENTS
APPROPRIATE FOR MY GOALS?

You know what your goals are,
but is your money invested in a way
that will help you get there? Your
financial plan should point you toward investments that are appropriate for both your goals and your
risk tolerance. That means carefully
balancing the risk you need to take
to achieve acceptable investment

DO YOUR PENSION PLAN

CONTINUED ON PAGE 3
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8 QUESTIONS
CONTINUED FROM PAGE 1

DECISIONS REGARDING COLLEGE FUNDING

returns with the amount of risk
you’re comfortable taking based on
your personality (some of us are natural risk takers, while some are more
risk averse).

B

AM I PROTECTED IN CASE OF A
DISASTER OR EMERGENCY?

SAME LEVEL OF SUPPORT?

One of the main reasons to have
a financial plan is to protect yourself
and your family in the event that the
unexpected happens. Part of being
prepared is having an emergency
fund, and your financial plan will
tell you how much savings you
should have. But that’s just the beginning. You’ll also want to protect
your income with disability insurance and safeguard your assets by
having proper insurance.

AM I PAYING THE RIGHT
AMOUNT IN TAXES?
Thinking about taxes is no fun,
but what’s a real drag is realizing
you’ve been paying the government
more than you needed to. A comprehensive financial plan will include
an evaluation of your tax situation.
If necessary, your advisor will make
suggestions for steps you can take to
better manage your tax burden and
keep more of the money you earn.

WHAT’S MY PLAN FOR
RETIREMENT?

Whether you’re a few years or a
few decades away from retirement,
your financial plan should include a
plan for what will happen after you
stop working full time. Your financial plan should address how much
you need to be saving for retirement
and how to invest that money.

WHAT WILL HAPPEN TO MY
MONEY WHEN I DIE?
Your financial plan and your estate plan go hand in hand. Part of
comprehensive financial planning
involves checking to make sure the
beneficiaries on your retirement accounts and insurance policies match
with your overall estate planning
goals. A financial planner can also

efore you can determine how
much to save for your children’s college educations,
there are several decisions to make:
DOES

EACH CHILD REQUIRE THE

While parents typically want to treat children
equally, each child’s needs may differ. One child may excel in school
and want to attend an expensive
private college, while another child
may feel more comfortable at a
local public university. Consider
the best options for each child.

WHAT IS YOUR SAVINGS GOAL?
To keep your savings amount reasonable, you can estimate your savings target based on today’s college
costs, increasing that amount every
year to cover actual college cost increases. Also decide whether you
are aiming for a public or private
college, which have vastly different
costs.
WILL

YOUR CHILD CONTRIBUTE

Most children would have difficulty paying
for all college costs, but you may
expect your children to help fund
certain costs or a certain percentage
of total costs. For instance, you may
make them responsible for room
and board, tuition, books, or personal expenses.
TOWARD COLLEGE COSTS?

WILL

YOUR FAMILY QUALIFY FOR

Even if your child
is several years from college, it is
worthwhile to evaluate whether
you would be eligible for financial
aid. Don’t just assume that you
will be precluded from aid if your
income is high. Also, be aware that

FINANCIAL AID?

work with your estate planning attorney to make sure your assets
aren’t lost to unnecessary taxes and
address other issues related to how
your wealth is distributed after your
death.

WHO IS IN CHARGE OF HELPING
ME ACHIEVE MY MONEY GOALS?
Finally, your financial plan

many scholarships are awarded
based on merit, not need.
WILL

YOU NEED LOANS TO PAY

By starting a
savings program early, hopefully
you won’t have to borrow for
college. Borrowing can put a significant strain on your finances,
usually at a time when you should
be concentrating on saving for retirement. However, there are a variety of loan options available, with
some of the least costly available
only to students. Even if you don’t
want to burden your child with
these loans, it may make sense for
your child to obtain the loan. You
can then give the funds to him/her
at a later date to repay the loan.
SOME COLLEGE COSTS?

HOW

MUCH CAN YOU SAVE ON

You
don’t have to select a fixed amount
to contribute annually. You may decide to increase savings in the early
years or contribute an increasing
amount every year.

AN ANNUAL BASIS FOR COLLEGE?

HOW WILL YOU SAVE FOR COLThere are a number of ways
to save for college and to reduce
your after-tax costs. Look into section 529 plans, Coverdell education
savings accounts, education tax
credits and deductions, saving in
your child’s name, and using IRA
funds to pay college costs. Evaluate all options in light of your financial situation.

LEGE?

After making these decisions,
you may find your college savings
amount is not as daunting as you
thought it would be. Please call to
discuss this in more detail. mmm
should clearly identify who is in
charge of helping you achieve your
most important money goals. Your
financial advisor is a critical partner
in your financial life, guiding you to
make smart decisions that will put
you on the path to achieving your
goals.
Please call if you’d like to discuss this in more detail. mmm
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WHEN CAN YOU?
CONTINUED FROM PAGE 1

ADVICE ON SAVING FOR CHILDREN

Y

our child has finally finished
college and started his/her
first full-time job. What is
the most important financial advice
you can give?

AND OTHER RETIREMENT PLANS CONSIDER TO BE FULL RETIREMENT AGE?

Like Social Security, most pension
plans have a certain minimum age at
which they will begin paying benefits (at a reduced rate), and a certain
age at which you become eligible to
start receiving full benefits. Similarly,
tax-advantaged retirement plans like
401(k) plans and IRAs penalize distributions (except in certain circumstances) before age 59½.
If you would like to retire at age
62, but the math just isn’t working
out, you might consider partial retirement.

WAYS TO PARTIALLY RETIRE
WORK PART-TIME. Working parttime, either at your current job or another one, is one way to continue
generating income while still having
more time to pursue the retirement
activities you’ve been looking forward to. Some people enjoy working
a few hours every day, a couple of
days a week, or even just a few
months out of the year, depending on
what the job is.
CONSULT. You’ve likely spent
many decades honing your skills in a
particular job or industry. And while
some employers might be wary of
hiring older workers full time,
they’re often eager to tap the expertise of older workers on a contract
basis. So consulting can be a good
way to continue earning income
while also freeing up time to golf,
play with the grandkids, and whatever else you’ve been putting off for
retirement.
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Participate in a 401(k) plan as
soon as possible. The quality of
your children’s retirement will
largely be determined by the
amount of money they save, and a
401(k) plan is a great place for them
to start. Before marriage, a new
home, or other obligations consume their entire paycheck, get
them into the habit of saving. Because the contributions are deducted before they even see their
paycheck, it’s a great way to get
them into the habit of saving on a
regular basis.
Having trouble convincing
them this is a good strategy? Perhaps some numbers will make the
point. Assume your child starts
contributing to his/her 401(k) plan
at age 25, contributing $6,000 per
year (substantially below the maximum contribution in 2022 of
$20,500), with matching employer
contributions of $3,000. If he/she
earns 8% annually, he/she could
have a balance of $2,331,509 at age
65, before the payment of any
taxes. What if he/she waits until
age 35 to start contributing? At age
65, the balance could be $1,019,549,
still a substantial amount, but
$1,311,960 lower than if he/she
started at age 25. (This example is
provided for illustrative purposes only
and is not intended to project the performance of a specific investment vehicle.)
What if your child still isn’t
convinced? Consider reimbursing
him/her, as part of your annual gift
tax exclusion, for any 401(k) contriSELL YOUR WARES. If you had
planned to do craft-related activities
in retirement anyway, why not consider selling your wares? Online craft
sites make selling homemade items
relatively easy. If you join a local

butions. You can reimburse the entire amount or offer to make a partial reimbursement.
Don’t let your child procrastinate because there are too many
decisions to be made. Just encourage him/her to start contributing,
reassuring him/her that none
of the decisions is permanent.
He/she can review contribution
levels, investment choices, beneficiary designations, and other matters at a later date.
If your child has the option to
contribute to a regular 401(k) plan
or a Roth 401(k) plan, suggest contributing to the Roth 401(k). Employer matching contributions will
still be made to a regular 401(k)
plan, but your child’s contributions
can go to the Roth 401(k). Your
child won’t get a current tax break
for contributions made, but he/she
will owe no taxes on the contributions or any earnings when withdrawals are made. This can make a
huge difference in the amount of
money available for retirement.
What if your child doesn’t have
a 401(k) plan at work? Encourage
him/her to contribute to an individual retirement account (IRA).
Although contributions are limited
to $6,000 in 2022 compared to
$20,500 for 401(k) plans, IRAs are
still a good way to save for retirement. Again, suggest a Roth IRA
rather than a traditional deductible
IRA, so that qualified withdrawals
can be taken with no tax consequences.
Please call if you’d like to discuss this concept in more detail or
would like help with examples that
are more pertinent to your child’s
situation. mmm
craft-making group, you could find
the activity both financially and socially rewarding.
Please call if you’d like to discuss
this in more detail. mmm
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4-YEAR SUMMARY OF DOW JONES
INDUSTRIAL AVERAGE, 3-MONTH T-BILL &
20-YEAR TREASURY BOND YIELD
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# — 1st, 2nd, 3rd quarter @ — Aug, Sep, Oct Sources: Barron’s, Wall Street Journal

DECEMBER 2017 TO NOVEMBER 2021
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Past performance is not a guarantee of future results.

NEWS AND ANNOUNCEMENTS
IS OUT-OF-STATE TUITION WORTH IT?

(Source: Trends in College Pricing and Student Aid 2021).

Out-of-state colleges are significantly more expensive
than going to a school in your home state. The reason is that
state schools are partly funded by the tax dollars of the residents of that state, so students that go to an out-of-state college
will not be eligible for the same tuition rates as a student that
lives in-state. Tuition at private colleges are typically the same
for students from in-state and out-of-state.

The second factor is comfort. For most students, college is
their first experience away from home, but how far away is the
question. The transition from high school to college is a big
one and being in a completely new city without a support system can be a daunting change. As a family, you should discuss
how your student reacted to other changes in their life, such as
switching to a new school or moving to a new town. Some will
easily do well, while others will not. It is important to be honest with yourself as to what your real comfort level will be.

IS AN OUT-OF-STATE COLLEGE RIGHT FOR YOU? There are a
few factors to consider in making this decision:
The first factor is cost. You need to determine how important the cost of college tuition is to your family since out-ofstate tuition will be substantially higher. According to the College Board, the average costs of tuition for the 2021-22 school
year is $10,740 for state residents at a public university and
$27,560 for out-of-state residents at a public university

The third factor is your area of study. The expense may be
worth it if you have a specialized area of study that is only
available at an out-of-state school, or if a specific university’s
program is exceptional.
Please call if you’d like to discuss this in more detail.
mmm
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Investment Advisory Services offered through Brokers International Financial Services, LLC, Member SIPC.
Life Income Management and Brokers International Financial Services, LLC are separate, distinct and not affiliated companies.
Life Income Management does not offer legal or tax advice. Please consult the appropriate professional regarding your individual circumstance.
Neither Asset Allocation nor Diversification guarantee a profit or protect against a loss in a declining market. They are methods used to help manage investment risk.
Indices are unmanaged and investors cannot invest directly in an index. Unless otherwise noted, performance of indices do not account for any fees, commissions or other expenses that would be incurred. Returns do not include reinvested dividends.
The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 actively traded “blue chip” stocks, primarily industrials, but includes financials
and other service-oriented companies. The components, which change from time to time, represent between 15% and 20% of the market value of NYSE stocks.
The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in general. It is a market value
weighted index with each stock's weight in the index proportionate to its market value.
The Nasdaq Composite Index is a market-capitalization weighted index of the more than 3,000 common equities listed on the Nasdaq stock exchange. The types
of securities in the index include American depositary receipts, common stocks, real estate investment trusts (REITs) and tracking stocks. The index includes
all Nasdaq listed stocks that are not derivatives, preferred shares, funds, exchange-traded funds (ETFs) or debentures.
The Consumer Price Index (CPI) is a measure of inflation compiled by the US Bureau of Labor Studies

