Life Income Management "
Creating income for life.

Melody A. Juge*

Founder

Investment Advisor, registered
Fiduciary

877-Mel-Juge
melody@lifeincomemanagement.com

EDSLOTTS

ADVISOR
GROUP

FINANCIAL OUTLOOK

*Melody is a Member of Ed Slott's Elite Advisor Group

Samuel S. Young, MBA

West Coast Regional Director
Investment Advisor, registered
Fiduciary

909-566-2111
sam@]lifeincomemanagement.com

OCTOBER 2023

ENJOY LIFE AND SAVE FOR RETIREMENT

ome people worry that when

saving for retirement, they have

to give up the things they enjoy.
While there needs to be a balance
between spending and saving, it
doesn’t mean you can’t enjoy life.

LooOK AT YOUR CURRENT
SITUATION AND SET GOALS

You should start by reviewing
how you live and how you save.
Make a list of questions about your
lifestyle to assess what is most im-

MYTHS ABOUT BONDS

onds are a core part of many
Bpeople’s investment portfolios.

But that doesn’t mean they’re
widely understood. In fact, there are
many common myths about bonds,
and following those myths could lead
to poor investment decisions. Below,
we debunk a few of the most com-
mon myths about bonds.

MyYTH 1: BONDS ARE A
Risk-FREE INVESTMENT

It's true that investing in bonds is
not as risky as some other invest-
ments, like stocks or real estate. But
less risk doesn’t equate to no risk. A
bond issuer may default on their obli-
gations, which could leave investors
without their principal. Also, some
bonds are riskier than others. Treas-
ury bonds, which are guaranteed by
the U.S. government, carry relatively
little risk — the U.S. has never de-
faulted on its debt obligations. Cor-
porate bonds, which are issued by
companies, are generally riskier than

government bonds. You can get an
idea of the relative risk of a certain
bond by reviewing its bond rating,
often expressed as a letter grade. A
triple-A bond means the issuer is ex-
tremely likely to meet its commit-
ments. A bond with a C rating means
the issuer is vulnerable.

MYTH 2: LOWER RETURNS MEAN IN-
VESTING IN BONDS ISN'T WORTH IT

Bonds may not be as glamorous
as stocks and other investments, but
that doesn’t mean they don’t have a
place in your investment portfolio.
Bonds are a way to add diversifica-
tion to your portfolio; a stock-heavy
portfolio can earn great returns, but it
can also lose a lot of money fast if the
market drops. Your stocks may even-
tually regain their losses, but if you
need the money in the interim, you’ll
need to find other resources. Bonds
can also provide a steady source of

CONTINUED ON PAGE 3

portant to you:
O Am I happy with my lifestyle?

O Are there things I want to
pursue?

O Do I have enough money to sup-
port my lifestyle and the things
I want to pursue?

Prioritize your responses by
order of importance, so you can
budget for the things you really want
to do.

Next, you will want to make a
list of how you are managing your fi-
nances and savings:

O Am I able to cover my bills?

O How much am I saving for retire-
ment?

O Am I saving enough for retire-
ment?

O How much disposable income do
I have every month?

Once you have answered these
questions, it is time to look at your
responses to figure out how you can
accomplish both. You'll want to de-
velop or revise both lifestyle and re-
tirement goals, being as realistic as
possible with your current financial
situation. Also make sure your goals
are specific, so you can assign dollar

CONTINUED ON PAGE 2
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figures to them, such as:

O Golf once per week.

O Save $500 per month in retirement
accounts.

O Travel abroad once per year.

O Establish an emergency account
with six months of income.

MAKE A PLAN

Now that you have established
your goals, you need to figure out if
you can make it all work. As part of
your budget, add both your lifestyle
goals and your retirement goals with
specific dollar amounts for each.

If you can’t meet all your goals
within your budget, you will have
to make decisions about what is
most important. You should not put
your retirement goals in jeopardy,
nor should you give up on your
lifestyle goals. You either need to
look for other things you can cut
from your budget or find ways to
earn more income.

If golfing once a week is really
important to you, what can you give
up to make that happen? If you pack
a lunch instead of eating lunch
out, will that be enough money to
cover your weekly golf game? It
all comes down to what is most im-
portant without putting off saving
for retirement.

Also assess your job. Are you
making enough money for the type
of job you have? Are you happy with
your job? Is it worth trying to find
another job that pays more money?
Changing a job takes time and ener-
gy, but you need to decide if it is an
option so you can have more dispos-

NURTURE YOUR IRA

to an individual retirement ac-

count (IRA). After all, with a max-
imum contribution of $6,500 in 2023
($7,500 if you are over age 50), how
much can an IRA contribute to the
vast sums you'll need for retirement?
The answer is plenty, especially if
you follow these tips:

It’s tempting to pay little attention

O START CONTRIBUTING AS SOON AS
PosSIBLE. That way, tax-deferred
or tax-free compounding of earn-
ings can have a dramatic impact
on your IRA’s ultimate value.
Consider the following example.
Four individuals, ages 20, 30, 40,
and 50, each contribute $5,000 to
an IRA this year. What will that
amount grow to when each per-
son reaches age 65, assuming an
8% annual rate of return? The 50
year old will potentially have
$15,861, the 40 year old will have
$34,242, the 30 year old will have
$73,927, and the 20 year old will
have $159,602.*

O CONTRIBUTE EVERY YEAR UNTIL YOU
REACH RETIREMENT. Even if you
can’t afford the maximum contri-
bution, contribute something
every year. Over a period of time,
a modest investment program can
grow to a significant sum. As-
sume that at age 30 you start con-
tributing $5,000 per year to an
IRA, earning 8% compounded an-
nually. After one year, you'll have
only $5,400. But that will grow to
$29,333 after five years, $72,433
after 10 years, $228,810 after 20
years, and $861,581 after 35 years,
when you turn age 65. (Keep in
mind that an automatic investing
program, such as dollar cost averag-
ing™*, does not assure a profit or pro-
tect against loss in declining markets.
Because such a strategy involves peri-

odic investments, consider your fi-
nancial ability and willingness to
continue purchases through periods of
low price levels.)

O SELECT INVESTMENTS WITH CARE.
Your IRA should be a long-term
investment vehicle for retirement,
so your investments should be ap-
propriate for that long time frame.
Even modest changes in your rate
of return can substantially impact
your IRA’s ultimate value. For ex-
ample, assume you have $10,000
in your IRA, which will be invest-
ed for 30 years. If you earn an av-
erage rate of return of 6% com-
pounded annually, your balance
will equal $57,435. Increase that
return to 8%, and your ending bal-
ance will equal $100,627, a differ-
ence of $43,192.*

O FuND YOUR IRA AT THE BEGINNING
OF THE YEAR, RATHER THAN AT THE
END OF THE YEAR. This allows your
contributions and earnings to
compound for a longer period.
For example, assume you are 30
years old and make $5,000 IRA
contribution at year-end for 35
years. If you earn 8% compound-
ed annually, your IRA balance
would equal $861,584 at age 65.
Make the contribution at the be-
ginning of the year instead, and
your Dbalance would equal
$930,511, a difference of $68,927.*
000

* These examples are provided for illustrative

purposes only and are not intended to project the

performance of a specific investment. They do

not take into account the effects of commissions
or any taxes that may be due.

** Dollar cost averaging may help reduce per
share cost through continuous investment in se-
curities regardless of fluctuating prices and does
not guarantee profitability nor can it protect
from loss in a declining market. The investor
should consider his/her ability to continue in-
vesting through periods of low price levels.

able income.

REVIEW AND REASSESS

You will want to review your
goals and budget on a regular basis
to determine if you need to make ad-
justments, especially if you are hav-

ing trouble accomplishing your goals
within your budget. Also, as time
goes by, you will find that your goals
will change and you need to adjust
your plan as well.

Please call if you'd like to discuss
this in more detail. OOO
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income, which may be appealing if
you're at a point when you want to
live off investment income. They are
also a way to preserve your capital
while still earning some returns. In
addition, certain types of bonds offer
tax advantages — income earned on
municipal bonds is free of federal in-
come tax and sometimes state and /or
local income taxes, for example.

MYTH 3: BONDS AND BOND FUNDS
ARE ESSENTIALLY
THE SAME

Not exactly. In some ways, the
difference between bonds and bond
funds is similar to the difference be-
tween stocks and mutual funds.” Like
a stock mutual fund, with a bond
fund, you give your money to a pro-
fessional investment manager who
chooses a range of bond investments
on your behalf. With an individual
bond, you have an investment in a
single bond, which you hold until the
bond’s maturity date. Individual
bonds have fixed payments, often
semi-annually or quarterly; and if
you hold the bond to maturity, you
get your original investment back.

Bond funds, on the other hand,
have fluctuating income based on
how well the underlying bond invest-
ments perform. Bond funds are more
liquid than individual bonds, howev-
er, which means it’s easier to sell your
investment if you need the cash.
You'll also need to invest in a greater
array of individual bonds to diversify
the bond portion of your portfolio.
Which one is right for you depends
on your goals, your comfort level
with investing, and other factors.

MYTH 4: ALL BONDS ARE
SAFE INVESTMENTS

First, it’s important to under-
stand that there are no guarantees
when it comes to investing — there’s
always risk. While bonds are general-
ly considered less risky than stocks,
that doesn’t mean there’s no risk, and
some bonds are riskier than others.
Bonds issued by the U.S. federal gov-
ernment carry minimal risk (for ex-
ample, savings bonds or Treasury
bonds). But similar bonds issued by a

FR2023-0508-0061

ou need to evaluate your risk
Ytolerance, time horizon for in-
vesting, and return needs to
determine how you should allocate

your portfolio. To help, consider
these points:

O The theory behind asset alloca-
tion is that different investment
categories are affected differently
by economic events and market
factors. Some asset classes move
in opposite directions while oth-
ers move in the same direction at
different speeds. By owning dif-
ferent types of assets, it is hoped
that when one asset suffers a
major decline, other assets will be
increasing in value.

O Investments with higher return
potential generally have higher
risk and more volatility in year-
to-year returns. Asset allocation
allows you to combine more
volatile investments with less
volatile ones. This combination
can help reduce the overall risk
in your investment portfolio.

O Not only should you diversify
across broad investment cate-
gories, such a stocks, bonds, and
cash, you should also diversify
within those categories.

O Assessing your risk tolerance is
one of the most important, yet
most subjective, parts of deter-
mining your asset allocation.
You are trying to assess your
emotional ability to stick with an
investment when returns are less
than expected.

O Your portfolio can become more

ASSET ALLOCATION TIPS

aggressive as your time horizon
lengthens, since you have more
time to overcome downturns in
investments. As your time hori-
zon lengthens, you can add high-
er percentages of stocks to your
portfolio.

O Make sure you have reasonable
return expectations for various
investment categories. Basing
your investment program on re-
turn estimates that are too high
could cause you to increase your
portfolio’s risk.

O In general, consider a more con-
servative allocation if you are
older, have short-term needs for
your money, have low earnings,
have a low risk tolerance, or are
uncomfortable with investing. A
more aggressive allocation may
be warranted if you have higher
earnings, are younger, do not
need your money for many years,
or are an experienced investor.

O Time diversification is also impor-
tant. By staying in the market
through different market cycles,
you reduce the risk of receiving a
lower return than expected.

O Rebalance” your portfolio at least
annually. Over time, your actual
asset allocation will stray from
your desired allocation due to
varying rates of return. Changes
may be needed to bring your allo-
cation back in line. ~ OOO

* Rebalancing/Reallocating can entail

transaction costs and tax consequences

that should be considered when determin-
ing a rebalancing/reallocation strategy.

less stable country or government
could carry much more risk. State
and local bonds (called munis) come
with a greater risk of default than
bonds issued by the U.S. federal gov-
ernment. Corporate bonds can be
risky too, especially so-called junk
bonds.

Want to get more of the facts on
bonds? Please call to discuss bonds in
more detail. OOO

* Mutual Funds are sold by prospec-
tus. Please consider the investment
objectives, risks, charges, and expens-
es carefully before investing in Mutu-
al Funds. The prospectus, which con-
tains this and other information
about the investment company, can
be obtained directly from the Fund
Company or your financial profes-
sional. Be sure to read the prospectus
carefully before deciding whether to
invest.



FINANCIAL DATA

Month-end
Indicator Jun-23 Jul-23 Aug-23 Dec-22 Aug-22
Prime rate 8.25 8.50 8.50 7.50 5.50
Money market rate 0.54 0.56 0.57 0.33 0.15
3-month T-bill yield 5.18 5.28 5.34 4.35 2.88
10-year T-bond yield 3.81 3.97 4.09 388 315
20-year T-bond yield 4.06 422 4.39 414 3.53
Dow Jones Corp. 5.54 5.54 5.78 5.54 4.76
30-year fixed mortgage 724 7.38 7.66 680  6.03
GDP (adj. annual rate)¥  +2.60 +2.00 +240 +2.60  -0.60
Month-end % Change
Indicator un-23  Jul-23 Aug-23 YTID 12-Mon.
Dow Jones Industrials ~ 34407.60 35559.53 3472191 4.8% 10.2%
Standard & Poor’s 500  4450.38 4588.96 4507.66 17.4% 14.0%
Nasdaq Composite 13787.92 14346.02 14034.97 34.4% 18.8%
Gold 1912.25 1970.65 194230 72% 13.2%
Consumer price index@  304.13  305.11 305.69 27%  3.2%
Unemployment rate@ 3.70 3.60 350 -54%  0.0%

# — 4th, 1st, 2nd quarter @ — May, Jun, Jul Sources: Barron’s, Wall Street Journal

4-YEAR SUMMARY OF DOW JONES
INDUSTRIAL AVERAGE, 3-MONTH T-BILL &
20-YEAR TREASURY BOND YIELD
SEPTEMBER 2019 TO AUGUST 2023
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Past performance is not a guarantee of future results.

NEWS AND ANNOUNCEMENTS

CONSIDER MATURITY DATES

Bonds can be purchased with maturity dates ranging
from several weeks to several decades. Before deciding on a
maturity date, review how that date affects investment risk
and your ability to pursue your investment goals.

Typically, yield increases as the maturity date lengthens,
since you assume more risk by holding a bond for a longer
time. Investors are often tempted to purchase bonds with
long maturity dates to lock in higher yields, but that strategy
should be used with care. If you purchase a long-term bond
knowing you’ll need to sell before the maturity date, interest
rate changes can significantly affect the bond’s market value.
Two fundamental concepts about bond investing apply:

O INTEREST RATES AND BOND PRICES MOVE IN OPPOSITE DIREC-

declines when interest rates rise. The existing bond’s
price must change to provide the same yield to maturity
as an equivalent, newly issued bond with prevailing in-
terest rates. You can eliminate the effects of interest rate
changes by holding the bond to maturity, when you will
receive the full principal amount.

O BONDS WITH LONGER MATURITIES ARE MORE SIGNIFICANTLY
AFFECTED BY INTEREST RATE CHANGES. Since long-term
bonds have a longer stream of interest payments that
don’t match current interest rates, the bond’s price must
change more to compensate for the interest rate change.

Although you can’t control interest rate changes, you
can limit the effects of those changes by selecting bonds with
maturity dates close to when you need your principal.

e . 000 FR2023-0508-0061
TIONS. A bond’s price rises when interest rates fall and
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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, 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





