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Get Your Finances in Order

G
 etting your finances in order 
can be on your to-do list for-
ever, but you never quite 

seem to get around to it. Making a 
commitment to change your 
approach to money matters can be 
the start of a better, more responsi-
ble, and more financially secure 
future for you and your family. 

First, you will need to organize 
your information. This means 
breaking down your income and 
expenses, investments and their 
annual returns, and net worth. Once 
you know how much you have and 
how much you owe, it is time to 
budget for your expenditures. This 
can help you determine where your 
money is going and if there are 
some expenses you can reduce to 
divert those savings into your retire-
ment fund or another savings goal. 

You will need to develop explic-
it written goals. Even if you already 
have a few you are working toward, 

changes in your life circumstances 
might require revisiting them. Per-
haps you were saving for the vaca-
tion home or the boat, but your kids 
are getting older and you might 
have a budding surgeon in the fami-
ly. That’s great news — but expen-
sive tuition. Reviewing your short- 
and long-term financial goals on a 
regular basis can keep your current 
priorities on track. Your financial 
goals should be specific, written 
down, and include a strategy to 
track your progress in meeting 

Encourage the Importance of Saving

Though it’s typical for parents to underscore the value of a college edu-
cation from the time their children are in grade school, what’s more 

commonly overlooked are the benefits of encouraging them to save for 
their education from a young age. Contributing a small percentage of 
their allowance, cash gifts, and job income can have a huge impact on 
their outlook toward both college and their future.  

Not only does it teach them the commitment and patience required to 
save toward a long-term goal, but it also encourages them to take owner-
ship of their own education by asking them to contribute a portion of 
their own money. Moreover, as they grow, so does the sum of their contri-
butions, affording them with a sense of pride in knowing they’ve subsi-
dized a part of their college education. 

Sit down with your children and explain the reasoning behind your 
decision, so they fully understand why you’re setting aside some of their 
money for the future. You might even consider showing them the grow-
ing balance of their savings from time to time. Stay committed and you’ll 
likely raise a more responsible and devoted student.     mmm 
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them. 

Part of working toward your 
goals is a serious commitment to 
savings. Pay yourself first by auto-
matically saving from each pay-
check instead of waiting to see what 
is left over at the end of the month. 
You will always find something for 
that money to go to if it remains 
discretionary, so make saving a 
habit you’re unwilling to break. 
While you are at it, make investing 
automatic as well. People often do 
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not miss what they don’t see, so set 
up an automatic payment to your 
retirement fund. 

It can be difficult to save if you 
have to pay back high-interest loans 
and consumer debt. Establish an 
emergency cash reserve so that an 
unexpected expense doesn’t require 
you to take on costly debt. The dol-
lar amount for this fund depends on 
factors like your age, health, job out-
look, dependents, and obligations, 
but a general rule of thumb is that 
you should have 3-6 months of your 
salary. Then get your debt under 
control. The interest you pay on 
consumer debt just reduces the 
amount you can save and makes the 
purchases much more expensive in 
the long run. Pay down this debt as 
soon as possible and do not add to 
it by carrying a balance. 

While some of the funds you’ll 
need to meet your savings, invest-
ing, and debt repayment goals can 
come from minimizing off-budget 
spending, you can also free up some 
cash by shopping around for better 
rates and looking for tax savings. 
Assess your insurance needs when 
it comes to life, health, disability, 
long-term care, homeowners, auto-
mobile, and personal liability. Your 
needs will change as you age, so 
your coverage will need to change 
with you. Insurance companies 
often have different discounts, pack-
ages, and riders that may offer 
potential for savings, but you will 
need to do the work by regularly 
checking to see if there are better 
options out there for lower premi-
ums with the coverage you need. 

While many of these tips may 
sound familiar, it is the rare individ-
ual who takes advantage of all of 
them.  If you’d like help putting 
these tips into practice or would like 
to discuss your finances in more 
detail, please call.     mmm
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Don’t Underestimate Inflation in Retirement

I
 nflation has been tame for so 
long that it’s easy to ignore 
when planning for retirement.  

However, even inflation of 2% or 
3% per year, over a period of many 
years, can seriously erode the pur-
chasing power of your funds.  That 
can have a major impact on those 
entering retirement for several rea-
sons: 

4New retirees are less likely to 
have defined-benefit pen-

sions.  Thus, they must rely more 
on Social Security benefits and per-
sonal savings. 

4While Social Security benefits 
are still adjusted for inflation 

based on the Consumer Price 
Index (CPI), the methodology for 
calculating the CPI changed dra-
matically in 1999, reducing increas-
es in the CPI. 

4Retirees are living longer.  As 
life expectancies increase, 

retirees are spending more years in 
retirement, so their retirement sav-
ings are subject to the impact of 
inflation over a longer time period. 

4Healthcare costs are becoming 
more of a burden to retirees.  

More companies are reducing ben-
efits or eliminating healthcare 
insurance for retirees, and health-
care costs tend to increase faster 
than overall inflation.   

To combat the effects of infla-
tion on your retirement income, 
consider these tips: 

4Use a conservative inflation 
rate for planning purposes. 

Since your retirement is likely to 
span decades, consider inflation 
over long time periods. 

4Consider investment alterna-
tives likely to stay ahead of  

inflation. Thus, a significant por-
tion of your portfolio should prob-
ably be invested in stocks. 

4Invest in tax-advantaged 
investment vehicles.  Look 

into 401(k) plans, individual retire-

ment accounts, and other retire-
ment vehicles.  While each has  
different rules for taxing contribu-
tions and earnings, all provide 
some tax-free or tax-deferred bene-
fits.  Since you aren’t paying 
income taxes on earnings through-
out the years, that typically means 
you’ll have a larger balance at 
retirement than if you were paying 
taxes throughout the years.  Thus, 
you’ll start out with a larger retire-
ment base. 

4Keep fixed expenses as low 
as possible.  Try to enter 

retirement with as little debt as  
possible.  If you aren’t using a sig-
nificant portion of your income to 
pay a mortgage, car payment, or 
credit card debts, you’ll have more 
flexibility to deal with prices. 

4Decide how you will deal 
with healthcare costs.  While 

Medicare will help once you turn 
age 65, it still does not cover many 
healthcare costs.  Look into Medi-
gap policies and prescription cov-
erage to help with those non- 
covered expenditures, especially if 
your employer does not provide 
health insurance after retirement. 

4Minimize withdrawals from 
your retirement assets, espe-

cially during the early years of 
retirement.  To counter inflation, 
you need to withdraw  
larger and larger sums just to 
maintain the same purchasing 
power.  To make sure you don’t 
run out of funds late in life, keep 
withdrawals during the early years 
to a minimum. 

4Be prepared for change.  
After retirement, keep a close 

eye on your investments.  If infla-
tion increases and you are con-
cerned that increasing withdrawals 
may deplete your investments, you 
may want to look for ways to 
reduce your living expenses or go 
back to work at least part time.     
mmm
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tribute by skimping on spending 
for a few years until your child 
graduates. To take advantage of 
extra savings, print out prior credit 
card and bank statements and scru-
tinize each expense line by line, 
asking yourself if it’s an essential or 
simply a want. Forgoing these costs 
can provide you with hundreds of 
extra dollars each month to help 
your son or daughter with tuition. 
Tip: Make sure everyone is making 
sacrifices, not just mom or dad. Call 
a family meeting and discuss the 
financial advantages of making sac-
rifices. 

Plan Ahead 
If your children are still young, 

investing in a 529 plan, Roth IRA, 
or alternative investment each 
month while continuing to maxi-
mize your retirement contributions 
can make a huge difference in col-
lege costs down the road. Even 
encouraging family members and 
loved ones to give college savings 
money as gifts can quickly add up. 

With your help and encourage-
ment, your children can combine 
income from savings, part-time 
jobs, grants, scholarships, and loans 
to finance their college education in 
a manageable way once loan pay-
ments become due. Furthermore, 
because they’re actively involved in 
the financial aspects of their educa-
tions, they’re much more likely to 
stay on track and value the many 
gifts college education affords. 
While they may begin their adult 
lives with some debt, they have the 
energy and time you don’t to pay it 
off. And because you were savvy 
when it came to your retirement, 
they won’t be faced with the obliga-
tion to financially help you in your 
old age.  

Please call to discuss in detail 
how you can maximize both retire-
ment and college savings.     mmm 

How Much Will College Really Cost?

T
 he average cost of a public 
four-year in-state college edu-
cation, including room, board, 

and fees, can add up to approxi-
mately $21,000 per year — and 
that’s just in today’s dollars (Source: 
Trends in College Pricing 2018). While 
your first thought may be to protect 
your child from a lifetime of stu-
dent loan payments, it’s equally 
important to consider how covering 
all or a portion of these costs could 
affect your own future.  

Let’s assume you’re 50 when 
your child begins attending college 
and you pay approximately 60% of 
the cost, for a total of $12,500 per 
year for four years. That’s $50,000 
not going toward your IRA, 401(k), 
or other investment options. 
Assuming you retire at age 65 and 
earn a 4% annual average return 
between now and your planned 
retirement time, you just forfeited 
more than $85,000 in potential 
retirement funds. 

You might also be contemplat-
ing taking out a loan to cover col-
lege costs. Once those loans are due, 
you’re opting to juggle both retire-
ment investing and debt at a time 
when you should be saving more 
toward retirement than ever. Keep 
in mind, there are far fewer options 
for parents when it comes to loan 
repayment and/or forgiveness than 
there are for students. And even if 
you’re willing to sacrifice an extra 
few years of retirement to finance 
your children’s college educations, 
you may feel differently as you 
grow older — especially if factors 

such as unforeseen health issues or 
fluctuations in the economy impact 
your plans to work longer.  

On the other hand, your child 
has his/her entire life to pay off stu-
dent loan debt, even if it means 
putting in extra hours or sacrificing 
discretionary spending for a while. 
Unlike you, he/she has decades of 
working years ahead to manage col-
lege debt.  

The good news is you can still 
help your college-bound children in 
ways that significantly reduce their 
burden without impacting your 
retirement plans: 

Provide Food and Shelter 
The average cost of room and 

board ranged from approximately 
$11,000 to $12,700 annually for the 
2018–2019 school year, accounting 
for as much as half of the annual 
costs of college (Source: Trends in 
College Pricing 2018). When you con-
sider that the expense of a dorm 
room and food can essentially dou-
ble the costs of college, the simple 
act of continuing to house and pay 
for your children’s necessities dur-
ing their college years can save 
them from accumulating tens of 
thousands of dollars in debt. While 
staying home may not hold the 
same thrills as the traditional col-
lege experience, there are numerous 
benefits that offset forgoing that 
experience.  

Additionally, because your child 
is taking advantage of your free 
room and board by attending a local 
college, you’ll inadvertently help 
them dodge the costs of pricier out-
of-state or private colleges that can 
double the cost of tuition (and accu-
mulated debt).  

Cut Back on Unnecessary 
Spending 

Vacations, new car payments, 
and even the daily latte you enjoy 
add up quickly. You may be sur-
prised at how much you can con-
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H
 ere are some tips to get you 
started managing your own 
money. 

Create a Budget — Make a 
spreadsheet of your fixed expenses, 
including rent, tuition, books, utili-
ties, and food. Next you will want 
to list your discretionary expenses. 
Now add up all of your income and 
subtract all of your expenses from 
your income.  

Live Within Your Means — 
You have to make sure you pay all 
of your financial obligations before 
spending money on non-necessities. 
That means learning to live within 
the money you have every month. 

Avoid Debt, but Establish 
Credit — You should have a credit 
card you use for emergencies, but 
avoid using it for everyday needs 
unless you can repay it in full 
monthly. If you are disciplined 
enough to pay off the card monthly, 
using a credit card to pay your 
expenses can help build your credit 
score. This is important because 
once you graduate, you will need a 
good credit score to land a job, rent 
an apartment, and buy a car.     
mmm

D
 iversification is a practice 
investors use to reduce risk 
and maximize returns by 

investing in various industries that 
will most likely react differently to 
the same event in the market. When 
investing, there are two types of 
risk one faces: 

4Undiversifiable — Also 
known as systematic or market 

risk, this is risk that all companies 
are exposed to and includes infla-
tion, interest rates, exchange rates, 
political instability, etc. This risk is 
just the price of doing business, as 
all investors must assume it. 

4Diversifiable — Also known 
as unsystematic risk, this is 

risk that can be specific to a compa-
ny, industry, market, or country. 
Diversification can help manage 
and reduce this risk.  

A properly diversified equity 
portfolio should hold stocks from 
different industries, company sizes, 
valuations, growth rates, and coun-
tries to help reduce volatility. The 
more uncorrelated the stocks in 
your portfolio are, the more you are 
limiting your risk exposure.  

While there is always debate 
about how many stocks to own in a 
well-diversified portfolio, most 

experts agree that 15 to 20 stocks 
across different industries is opti-
mal. This portfolio size is manage-
able, yet it allows you some room 
for losses.  

The other extreme is overdiver-
sification where investors hold too 
many stocks, which makes it almost 
impossible to know the companies 
well. Not being knowledgeable 
about your stock investments can 
lead to making irrational decisions.  

Another impact of overdiversifi-
cation is that an investor can 
become indifferent regarding 
his/her investment decisions. If 
you’re holding over 100 stocks, any 
individual stock might represent 
only a small percentage of the total 
portfolio. If the stock turns out to be 
a loser, it won’t cost you very much; 
but if it provides great returns, you 
won’t reap the benefits either.  

Diversifying your stock portfo-
lio will help you manage the risk of 
the price movements of your assets, 
but it can’t completely eliminate 
risk and volatility.  

Please call if you’d like to dis-
cuss diversification in more detail.     
mmm

A recent study found that even 
though women investors tend 

to exhibit lower risk tolerance, 
investment knowledge, and confi-
dence than men, the differences 
are not large enough to be statisti-
cally significant. Gender is only 
one of the attributes influencing 
judgment and preferences. Being 
wealthier is associated with high-
er risk tolerance, higher levels of 
confidence, and being more 
knowledgeable about investing 

(Source: AAII Journal, September 
2019). 

Approximately 21% of mil-
lionaires use YouTube to watch 
videos on financial topics (Source: 
Journal of Financial Planning, July 
2019). 

In 2009, women comprised 
15.2% of members of the boards 
of directors for Fortune 500 com-
panies, compared to 38.6% in 2019 
(Source: Wealth Management, 
July/August 2019). 

The median pay for chief 
executive officers at S&P 500 com-
panies was $12 million in 2019, 
which was 361 times the pay of 
the average employee (Source: 
Wealth Management, July/August 
2019). 

In 2019, the average annual 
income of the top quintile of 
Americans was $222,000 (Source: 
Wealth Management, July/August 
2019).    mmm  




