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WhaT should your FiNaNcial PlaN iNclude?

A

t the core of achieving your
financial goals is a solid financial plan. While it may
seem like a daunting task, a written
plan can help you stay on track.
Many people are not exactly sure
what a written financial plan should
include, so the following provides an
overview.

goals
Every plan has to start with
goals. If you don’t have goals, you
won’t know what you are aiming to
achieve with your finances. Think
about various aspects of your life. Do
you have children to send to college?

Do you want to buy a house? Do
you want to get out of debt? When
do you want to retire?
Identifying your goals is what
sets the plan in motion. Now it’s
simply a matter of what steps you
are going to take to meet those
goals.

BudgeT
Don’t miss this step because you
need to know what money you have
to apply toward your goals. Your
budget will help you understand
how much you are spending
monthly compared to what you are
earning. When you have a better un-

To Buy or NoT To Buy?

I

f you’ve been investing for years
without a defined strategy, it’s
never too late to define your
strategy and align your portfolio accordingly. Or perhaps you have a
strategy that needs some dusting off.
Maybe it’s simply time to sit down
and realign your portfolio with your
investment strategy. After all, the
markets aren’t static; your portfolio
shouldn’t be either.

there are five important questions to
ask yourself:

Whether you’re investing for the
first time or buying new stocks to
augment your current portfolio,

How you answer those questions

1. WhaT’s my oBjecTive? Is your
ideal stock one that pays a high dividend or one that doesn’t pay dividends at all, but has a high rate of
growth? Is it a stock with relatively
little price volatility but lower potential gains, or one with a lot of potential risk and higher potential
rewards?

Continued on page 3

derstanding of where your money is
going, you can then figure out how
to redirect the money to help
achieve your goals. Many think of a
budget as a means to limit themselves, but it is actually the opposite.
When you have control over your finances, you are enabled to make
much better decisions about the
things that are really important to
you.
You will want to set up your
budget based on necessities and discretionary expenses. Your necessities
are payments you have to make,
such as your house payment, taxes,
insurance, and other debt payments.
A secondary necessities category
should include items such as utilities, groceries, and transportation.
The reason to split these expenses
into two categories is that the
first category includes nonnegotiable expenses, while you have
more control over the secondary expense category. The final category is
discretionary expenses, such as entertainment, vacations, and shopping. This category should include
things that can be cut without seriously impacting your life.
Now you will know what expenses you can reduce and others
Continued on page 2
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WhaT should?
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that you can eliminate, so that you
can put more money toward your
goals.

emergeNcy FuNd
Setting up an emergency fund is
often ignored so that money can go
toward other goals. But this step is
imperative, because you never know
when you are going to be hit with
unexpected expenses. You should set
up an account that is earmarked for
emergencies only. Most experts agree
that you should have three to six
months of income in your emergency
fund to cover the unexpected.

TackliNg deBT
You can only cut your budget so
far to free up money for your goals,
so you will need to pay off debt to really make progress toward saving.
You can apply the money you were
directing to your emergency fund to
reducing your debt.
Tackle one debt at a time. You
may want to start with the debt that
has the highest interest rate and then
move on to the next debt. Each time
you pay off a debt is a victory, because you can then apply that payment toward reaching your goals.

saviNg For reTiremeNT
For the majority of people, this is
their most significant goal. This is
one goal you should start saving for
as soon as possible. As you pay off
your debt and get pay increases, you
can then start putting more money
toward your retirement savings.
Start by trying to contribute 10% of
your annual salary and then increase
that percentage as more cash becomes available. Hopefully, your employer offers a retirement savings
plan such as a 401(k) plan, but if not,
you should set up your own traditional IRA or a Roth IRA.

oTher goals
Chances are you have other
goals to save for in addition to retirement. Regardless of what they are,
you will want to prioritize your other

goals in order of importance, so as
other funds become available, you
can apply them to what matters
most.
You should consider setting up
automatic deductions from your
paycheck or checking account directly to your savings accounts. Doing
this will help you save for your other
goals and it will be less tempting to
spend the money elsewhere.

iNsuraNce
Most people cannot save enough
money for all the things that can go
wrong, so insurance needs to be a
fundamental part of your financial
plan. You will most likely need life
insurance, health insurance, auto insurance, and homeowner’s insurance.
Insurance is designed to protect
your assets. If your home is damaged
from a fire or a storm, your insurance
will cover the repairs, and you won’t
have to use your financial resources.
Likewise, auto insurance will pay repair claims that you would otherwise
have to find the funds for, and life insurance is an important way to protect your family if something were to

happen to you.

esTaTe-PlaNNiNg documeNTs
Many prefer not to think about
this, but you will want to protect
your family upon your death. If you
fail to develop proper estateplanning documents, your family
will end up in probate court trying to
figure out how to distribute your assets, which could also end up eating
away at your assets.
By developing a will or other
estate-planning documents, you will
be giving your final direction as to
how you want your assets to be handled after you pass away. You may
want to consult with an estateplanning attorney to help you set up
these documents. Even though this is
something you may not relish doing,
you will most likely feel great comfort in knowing that your loved ones
will be taken care of after your death.
Please call if you’d like to discuss
your financial plan in more detail.
mmm
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To Buy or NoT?
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— and the stocks you choose — depends on your objectives. If capital
preservation is your goal, for example, a lower-risk stock is probably
your best bet. On the other hand, if
you’re young and growth is your target, a higher-risk, higher potential return stock may be the right one for
you. Whatever your objective, defining that goal is the first step to selecting stocks for your portfolio.
2. is my PorTFolio diversiFied?
When considering which stock to
purchase, determine whether you
need to target your investment in
certain areas to balance out your diversification.
Diversification is the single most
important factor in managing the
risks of a stock portfolio. You should
be sure that your portfolio isn’t concentrated in just one industry, but
spread out over at least four or five.
And there are other dimensions to
consider as well: cap weighting
(large-, mid-, and small-cap), style
(value or growth), and geography
(U.S.-based, developed foreign markets, and emerging markets).
The benefit of diversification is
that the up and down movements of
different asset subclasses are not
completely correlated, so that over
time losses in one industry or subclass may be offset by gains (or lesser
losses) in another.
3. WhaT’s my exPecTed holdiNg
If you’re looking to speculate or trade for fast gains, your expected holding period is short. In
that case, you need to be sure you are
timing your purchase so you’re getting in near the beginning of an upswing, not the end of one.

Period?

If you are buying for the long
term, on the other hand, the price
you pay is less critical, as long as you
don’t purchase a stock in the early
stages of a steep decline in value.
4. WhaT’s The PrevailiNg marRecently, the market was
so strong that almost any stock you

keT TreNd?
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dealiNg WiTh sTocks WiTh losses

T

ypically, investors find it easier to sell a stock with a gain
than with a loss. When selling a stock with a loss, we must
admit we made a mistake, which is
difficult to do psychologically.
Thus, we have a tendency to hold
on to a losing stock, hoping it will
eventually get back to at least a
breakeven point.
However, this might not be the
best strategy for your investment
portfolio. While you are waiting
for the stock to get back to
breakeven, you could have reinvested elsewhere that might earn a

bought was likely to go up in value.
But in a trendless or bear (declining)
market, it’s a lot harder to find a
winner, at least in the short and intermediate terms. That’s because the
majority of stocks move in the same
direction as the market, no matter
how fundamentally strong a stock
may be.
5. aT The curreNT Price, Would
i Be PayiNg Too much? To answer
this question, you’ll have to consider
some basic fundamentals.
First, look at the stock’s
price/earnings (P/E) ratio, which is
its price per share divided by earnings per share. How does it compare
to the stock’s normal range, and how
does it compare to its direct competitors? If the P/E ratio is high, maybe
the stock is overpriced. On the other
hand, if it’s low, it could either be a
bargain or an indication of a fundamental weakness.

higher rate of return.
When evaluating your investments, objectively review the future prospects of each stock,
making decisions to hold or sell on
that basis rather than on whether
the stock has a gain or loss. You
can’t change your past investment
decisions, but you can come to
grips with them so you can move
forward and make appropriate investment decisions for the future.
Please call if you’d like help reevaluating your stock investments.
mmm

In addition to the P/E ratio, you
should examine the stock’s past and
future earnings growth rate. Then
look at its price/earnings growth
ratio (PEG ratio). The PEG ratio
compares the stock’s P/E ratio to its
five-year projected earnings growth
rate. A PEG ratio of 1 to 1.5 is typically considered normal. A PEG of 2.0
or higher is often a sign that a stock is
overpriced, while a PEG below 1.0
may be an indication that the stock is
a good bargain.
Even the most seasoned investor,
one who’s comfortable with the five
factors to consider when evaluating a
stock, can benefit from the objective
advice of a professional. As hard as
we try, it’s difficult to avoid getting
emotionally tied up in our investments. Please call if you’d like help
reviewing your stock investments.
mmm
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Month-end
% Change
Jul-22 Aug-22 Sep-22 YTD 12 Mon
Indicator
Dow Jones Industrials 32845.13 31510.43 28725.51 -20.9% -15.1%
Standard & Poor’s 500 4130.29 3955.00 3585.62 -24.85 -16.8%
Nasdaq Composite
12390.69 11816.20 10575.62 -32.4% -26.8%
Gold
1753.40 1715.90 1671.75 -7.4% -4.1%
Consumer price index@ 296.31 296.28 296.17 6.6%
8.3%
Unemployment rate@
3.60
3.50
3.70 -11.9% -28.8%

Indicator
Prime rate
Money market rate
3-month T-bill yield
10-year T-bond yield
20-year T-bond yield
Dow Jones Corp.
30-year fixed mortgage
GDP (adj. annual rate)#
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Past performance is not a guarantee of future results.

FuN Ways To save For The eNTire Family
Most people don’t think saving money is fun, but there
are ways to make it fun for the entire family. Check out
these ideas for fun ways to save:
make iT a comPeTiTioN — You and your spouse or
two of your teenagers can challenge each other to a “saveoff.” Set a time frame and a savings metric to determine the
winner. It could be who can save the most money in six
months, or who can save the highest percentage of their income in a year. Most people love a good challenge, and this
is a great way to jump start your savings. Make sure the
prize doesn’t claim everything you’ve saved. Think of
something that doesn’t cost a lot of money.
creaTe a saviNgs ThermomeTer — This is a great way
to save when you have younger children. Let the kids create a large thermometer out of poster board, then write a
saving goal at the top and hang it somewhere in the house

where everyone can see it. Each week, let your children
color the thermometer based on how much was saved. The
top of the thermometer could represent a prize that everyone in the family wants, such as a pizza party, a trip to the
zoo, or an excursion to the beach.
have a Family garage sale — A great way to clean
out your house is for everyone to find clothes, toys, and
other household items they no longer use or need. Let your
children help coordinate the garage sale, develop the advertising for the sale, and be part of the sales team.
FiNd iNexPeNsive Family FuN — Not every outing with
your kids has to include spending money, especially with
younger children. Go to a local park, plant a garden together, or play a family game of baseball or volleyball. The
point is to spend time as a family, not to spend money.
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

