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gEt thESE dEciSionS right

T he sheer number of financial 
decisions required to manage 
our finances can seem over-

whelming.  But often we spend an in-

ordinate amount of time on small 
stuff — getting the bills paid on time, 
reconciling bank accounts, and call-
ing to have a late charge waived.  

While those things need to get done, 
how do we judge whether we’re on 
the right course?  There are six basic 
financial decisions that can deter-
mine the course of your financial life: 

1. hoW You Earn a living.  Sure, 
we all want to enjoy our work.  But 
within that parameter, why not 
choose a job that will pay more than 
another?  Investigate your options: 

m Are you sure you’re being paid a 
competitive wage with competi-
tive benefits?  Pay attention to 
what is going on in your field. 

m Do you have an interest or hobby 
that can be turned into a paying 
job?  This could be a good way to 
supplement your current salary. 

m Can you get some additional 
training to help secure a promo-
tion or qualify for another job?  If 
you don’t enjoy your current job, 
you have even more incentive to 
implement these suggestions. 

2. hoW You SPEnd Your incomE.  
The amount of money left over for 
saving is a direct result of your 
lifestyle choices, so learn to live with-
in your means.  To get a grip on 
spending, consider these tips: 

m Analyze your spending for a 
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Financial OutlOOk

P eriodically, you should reassess 
your portfolio, finding ways to 
increase your comfort level 

with your stock investments.  Con-
sider the following tips: 

m dEvEloP a Stock invEStmEnt Phi-
loSoPhY.  Approach investing 
with a formal plan so you can 
make informed decisions with 
confidence and know you have 
carefully considered your options 
before investing. 

m rEmind YourSElf WhY You arE in-
vESting in StockS.  Write down 
your reasons for investing in each 
individual stock, indicating the 
long-term returns and short-term 
losses you expect.  When market 
volatility makes you nervous, re-
view your written reasons for in-
vesting as you did.  That reminder 
should help keep you focused on 
the long term. 

m monitor Your Stock invEStmEntS 
So You undErStand thE fundamEn-
talS of thoSE StockS.  If you be-

lieve you have invested in a compa-
ny with good long-term prospects, 
you are more likely to hold the  
stock during volatile periods. 

m rEviEW Your currEnt aSSEt allo-
cation.  Revisit your asset alloca-
tion strategy and compare your 
current allocation to your desired 
allocation.  Now may be a good 
time to rebalance your portfolio, 
reallocating some of those stock 
investments to other alternatives. 

m dEtErminE hoW riSkY Your 
StockS arE comParEd to thE 
ovErall markEt.   You can do this 
by reviewing betas for your indi-
vidual stocks and calculating a 
beta for your entire stock portfo-
lio.  Beta, which can be found in a 
number of published services, is a 
statistical measure of how stock 
market movements have histori-
cally impacted a stock’s price.  By 
comparing the movements of the 
Standard & Poor’s 500 (S&P 500) 
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month.  In which categories do 
you spend more than you expect-
ed?  Are you wasting money on 
impulse purchases?  Give serious 
thought to your purchasing pat-
terns, trying to find ways to re-
duce spending. 

m One of your most significant 
spending decisions will be your 
home.  Many people purchase the 
largest home they can afford, 
often straining their budget.  Pur-
chasing a smaller home will re-
duce your mortgage payment as 
well as other costs associated with 
owning a home. 

m Prepare a budget to guide your 
spending.  Few people enjoy set-
ting or sticking to a budget, but in-
efficient and wasted expenditures 
can be major impediments to ac-
complishing your financial goals.  
A budget gives you a roadmap for 
spending your income.  Start by 
setting a budget for a couple of 
months, tracking your expenses 
closely over that time.  You can 
then fine-tune your budget for an 
annual period. 

3. hoW much You SavE.  You 
should be saving a minimum of 10% 
of your gross income.  But don’t just 
rely on that rule of thumb.  Calculate 
how much you need to meet your fi-
nancial goals and how much you 
should be saving on an annual basis.  
If you can’t seem to save that much, 
go back to your spending analysis 
and make cuts to your spending.  
First, look for ways to reduce your 
spending by lowering the cost of 
your purchases.  Perhaps you can re-
finance your mortgage, find insur-
ance for a lower premium, or use 
strategies to reduce taxes.  At some 
point, however, you may need to cut 
your discretionary spending, such as 
entertainment, dining out, clothing, 
and travel. 

4. hoW You invESt.  The ultimate 
size of your portfolio is a function of 
two factors — how much you save 
and how much you earn on those 

savings.  Even small differences in  
return can significantly impact your 
investment portfolio.  Typically, in-
vestments with potentially higher 
rates of return have more volatility 
than investments with lower rates of 
return.  While you don’t want to take 
on excessive risk, you also don’t 
want to leave all your savings in in-
vestments with little growth poten-
tial.  Your portfolio should contain  
a diversified mix of investment  
categories, based on your return ex-
pectations, risk tolerance, and time 
horizon for investing. 

5. hoW You managE dEbt.  Be-
fore you take on debt, consider the 
effect it will have on your long-term 
goals.  If you are already having trou-
ble finding money to save, additional 
debt will make it even more difficult.  
To keep your debt in check, consider 
these tips: 

m Mortgage debt is typically consid-
ered acceptable as long as you can 
easily afford the home. 

m Be careful about taking equity out 
of your home in the form of a 
home-equity loan.  You might 
want to set up a home-equity line 
of credit for emergency use, but 
make sure it is only used for emer-
gencies.  It may also make sense to 
use a home-equity loan to pay off 
higher interest rate consumer 
loans, but then don’t run those 
balances up again. 

m Never purchase items on credit 
that decrease in value, such as 

clothing, vacations, food, and en-
tertainment.  If you can’t pay cash, 
don’t buy them. 

m If you must incur debt, borrow 
wisely.  Make as large a down 
payment as you can.  Consider a 
shorter loan period, even though 
your payment will be higher.  
Since interest rates can vary wide-
ly, compare loan terms with sever-
al lenders.  Review all your debt 
periodically to see if less expen-
sive options are available. 

6.  hoW You PrEParE for finan-
cial EmErgEnciES.  Making arrange-
ments to handle financial emergen-
cies will help prevent them from  
adversely affecting your financial 
goals.  Make sure to have: 

m An emergency fund covering sev-
eral months of living expenses.  
Besides cash, that fund can include 
readily accessible investments or a 
line of credit. 

m Insurance to cover unexpected ca-
tastrophes.  At a minimum, re-
view your coverage for life, med-
ical, homeowners, auto, disability, 
and personal liability. 

m A power of attorney so someone 
can step in and take over your fi-
nances if you become incapacitated. 

Making the correct choices for 
these six basic financial decisions will 
help put you on the right financial 
course.  If you’d like help with these 
decisions, please call.      mmm
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to the movements of a particular 
stock, a pattern develops that 
gauges the stock’s exposure to 
stock market risk.  Calculating a 
beta for your entire portfolio will 
give you a rough idea of how 
your stocks are likely to perform 
in a market decline or rally.  If 
your stock portfolio is riskier than 
you realized, you can take steps to 
reduce that risk by reallocating. 

m kEEP thE tax aSPEctS of SElling 
in mind.  While you may be 
tempted to lock in some of your 
gains, you may have to pay taxes 
on those gains if the stocks aren’t 
held in tax-advantaged accounts.  
You’ll have to pay at least 15% 
capital gains taxes (0% if you are 
in the 10% or 12% tax bracket) on 
any stocks held over one year.  If 
your gains are substantial, it may 
take longer to overcome the tax 
bill than to overcome a downturn 
in the market. 

m conSidEr SElling StockS if You 
havE Short-tErm caSh nEEdS.  If 
you are counting on your stock 
investments for short-term cash 
needs, such as to supplement 
your retirement income in the 
next couple of years or to pay for 
your child’s college education, 
look for an appropriate time to 
sell some stock.  With short-term 
needs, you may not have time to 
wait for your stocks to rebound 
from a market decline. 

m don’t timE thE markEt.  During 
periods of market volatility, in-
vestors can get nervous and con-
sider timing the market, which 
typically translates into exiting 
the market in fear of losses.  Re-
member that most people, includ-
ing professionals, have difficulty 
timing the market with any de-
gree of accuracy.  Significant mar-
ket gains can occur in a matter of 
days, making it risky to be out of 
the market for any length of time. 

m rEmEmbEr You arE invESting for 
thE long tErm.  Even though 
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riSk tolErancE and rEtirEmEnt

R isk is always going to be a 
factor in the stock market. 
It’s one of the things that 

first attracts many people to trad-
ing — the chance to see large gains 
over time. As we age, however, risk 
becomes an even more important 
factor no responsible investor can 
afford to overlook. To gain a better 
understanding of how we’re affect-
ed by risk when building a retire-
ment portfolio, it’s important to 
learn about risk tolerance and what 
it means for you as an investor.  

Risk tolerance essentially refers 
to an investor’s ability — both emo-
tionally and financially — to deal 
with major upswings and down-
swings in the market. This refers 
not just to highly volatile stocks, but 
to stocks themselves, which tend to 
be riskier than most other forms of 
investment. If a person is said to 
have high risk tolerance, he or she 
likely tends not to worry so much 
about the potential risk of certain 
stocks or having a large amount of 
stocks in their portfolio.  

Those with low risk tolerance 
are on the other end of the spec-
trum, often too cautious to deal 
with volatile stocks or the market  
in general.  

While plenty of factors must be 
taken into consideration when con-
sidering your own risk tolerance 
(including personality traits), age is 
one that can be seen as an important 
anchor to help risk-takers avoid get-
ting in over their heads. This is es-
pecially true of those who are work-
ing towards building an effective 
retirement plan. When people are 

young, it makes more sense to take 
risks with investments than when 
they reach retirement age.  

The important thing to recog-
nize here is that risk tolerance must 
shift with age to avoid making cost-
ly mistakes at a time when it may 
be potentially too late to recover. 

It may seem as if adjusting risk 
tolerance is challenging, and for 
some people it certainly can be. 
That being said, often it simply 
means taking a realistic approach to 
your investments. If you’re nearing 
60, for example, it’s generally con-
sidered unwise for your portfolio to 
be comprised of 70% stocks — the 
number should be closer to 40%. 
Many successful investors find that 
moving away from stocks towards 
bonds is an effective later-in-life 
strategy, which again will require 
you to adjust your risk tolerance.  

Once you have a general per-
centage figured out, take a moment 
to determine how many stocks will 
actually make up that portion of 
your portfolio. This can vary signif-
icantly in terms of personal prefer-
ence, but often 10 stocks are men-
tioned as a reasonable number to 
hold in your portfolio. Keeping 
your stock investments to 10 or less 
allows you to pay closer attention 
to what’s actually happening with 
your investments.  

The best way to get a better 
sense of what a realistic risk toler-
ance for you to have at this point in 
life is to work closely with your fi-
nancial planner. Please call if you’d 
like to discuss this in more detail.     
mmm 

short-term setbacks can give even 
the most experienced investors 
anxiety, remember that staying in 
the market for the long term, 
through different market cycles, 
can help manage the effects of 

market fluctuations. 

Please call if you’d like help im-
plementing strategies that may make 
you more comfortable with your 
stock holdings.     mmm
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Watching Your StockS 
Here are five things to review as you monitor your 

stocks’ performances: 
m EarningS — Pay attention to the company’s quarterly 

and annual earnings statements.  Review the stock’s 
earnings trend and how the company performs com-
pared to analysts’ estimates.   

m PricE and dividEndS — Follow the stock’s price com-
pared to its 52-week highs and lows.  Examine its trail-
ing total returns year to date and over the last one-, 
three-, five-, and 10-year periods.   

m P/E and PEg ratioS — Price to earnings (P/E) and 
price/earnings growth (PEG) ratios are often better in-
dicators than the stock price as to how relatively ex-
pensive or cheap a stock is.  The P/E ratio is useful for 

comparing the stock to other stocks and to the market, 
while the PEG ratio is a strong indicator of whether 
the stock is overpriced or underpriced compared to its 
projected earnings growth. 

m inSidEr tranSactionS and Stock buYbackS — A com-
pany buying back its own stock or whose senior exec-
utives and directors are accumulating more shares is a 
bullish sign.  On the other hand, when insiders are sell-
ing major holdings of their own stock, it’s quite often 
an indication of a stock price peak. 

m SuddEn and largE PricE changES on high volumE — 
When a stock makes a sudden and high-volume 
move, it can be the start of a new, long-term trend. 

For help monitoring your stocks’ performances, 
please call.     mmm            FR2022-1212-0035

                                                                         Month-end 
Indicator                                Jan-23     Feb-23   Mar-23    Dec-22   Mar-22 
Prime rate                                7.50         7.75          8.00          7.50         3.50 
Money market rate                 0.35         0.47          0.48          0.33         0.07 
3-month T-bill yield               4.60         4.75          4.68          4.35         0.61 
10-year T-bond yield              3.52         3.92          3.48          3.88         2.32 
20-year T-bond yield              3.78         4.10          3.81          4.14         2.59 
Dow Jones Corp.                     5.09         5.65          5.36          5.54         3.72 
30-year fixed mortgage          6.51         7.07          6.93          6.80         4.06 
GDP (adj. annual rate)#       -0.60       +3.20       +2.60       +2.70      +6.90 
                                                          Month-end                    % Change 
Indicator                              Jan-23      Feb-23    Mar-23      YTD   12-Mon.   
Dow Jones Industrials      34086.04  32656.70  33274.15      0.4%      -4.0% 
Standard & Poor’s 500       4076.60    3970.15    4109.31       7.0%      -9.3% 
Nasdaq Composite           11584.55   11455.54  12221.91     17.0%    -14.1% 
Gold                                      1923.90    1824.60    1979.70       9.2%       1.9% 
Consumer price index@      296.80      299.17      300.84       1.1%       6.0% 
Unemployment rate@              3.50          3.40          3.60     -2.7%      -5.3%  
# — 2nd, 3rd, 4th quarter   @ —  Dec, Jan, Feb  Sources:  Barron’s, Wall Street Journal 

Past performance is not a guarantee of future results.

4-YEAR SUMMARY OF DOW JONES  
INDUSTRIAL AVERAGE, 3-MONTH T-BILL &  

20-YEAR TREASURY BOND YIELD 
APRIL 2019 TO MARCH 2023
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FINANCIAL DATA

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, commis-
sions 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


