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Measuring the Risks of Investing 
By Maria Pippidis 
 
In the fall of 2009 as the stock market fell, many people withdrew their money 
from their mutual fund investments and put it in savings accounts or accounts 
that were considered less risky. The rationale was that we work hard for our 
money and “any loss is not good” or “let’s minimize our losses by moving our 
money”. It’s time to rethink that premise because market risk or the volatility 
of the market is only one kind of risk to consider. The other is inflation risk and 
it can have a devastating effect on your account balance come retirement time. 

Less risky investments like savings accounts, money market accounts, CD’s 
and some savings bonds often don’t earn a lot of interest.  It’s important to 
understand that when you put your money in these types of investments you 
are not growing your money as fast and you are exposing yourself to inflation 
risk. Inflation risk is the risk of lost purchasing power due to the increase in 
costs of goods/services over time. It helps to explain that if our investments 
don’t grow more than the inflation rate, then the money we put away 
decreases in purchasing power over time. 
 
The figure below shows the relationship between what is called market volatility 
risk and inflation risk. It shows that as we pull our money out of investments 
that subject us to 
more market 
volatility (and 
higher interest 
rates), we are 
exposing 
ourselves to the 
possibility that our 
money won’t earn 
enough to cover 
the rising costs of 
goods in the 
future (inflation 
risk). 
 
The key is balance. We want to be able to earn more than the inflation rate 
(which is low right now, but it is predicted to go up) and yet minimize market 
volatility. Asset allocation and diversification are important strategies to 
consider when choosing investments:  
 Asset allocation is the process of investing your money in various types of 

investment asset classes (such as stocks, bonds, and stable value 
investments), thereby spreading out your investment risk. 
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Investing is a Risky Business; 
What Kinds of Risk Are There? 

Several elements contribute to 
investment risk, or the potential 
loss in value of individual 
investments. We can’t control 
these, but we can choose wisely 
to avoid these risks:  
Company risk. Stock and bond 

values drop due to a 
company’s internal problems 
or investors’ changing 
attitudes about its products 
and services. 

Market risk. The overall value of 
stock or bond market drops, 
taking most investments 
down with it. 

Interest-rate risk. Bond and 
bond fund values drop due to 
changing interest rates.  

Currency risk. Exchange rates 
fluctuate and affect the value 
of overseas investments. 

Your portfolio risk affects your 
overall account value and results 
from your particular combination 
of investments. Again, choosing 
wisely and working with an 
expert can help you manage 
these:  
Inflation risk. Some low-risk 

investments with lower 
returns fail to outpace the rate 
of inflation. 

Diversification risk. Portfolio 
money is concentrated in too 
few investments that drop in 
value. 

Employer stock risk. 
Retirement savings are tied 
too closely with primary 
source of income—if one 
goes badly, so does the 
other. 

Time-horizon risk. Reallocate 
your portfolio over time to 
provide an appropriate 
balance of growth and 
income to meet your 
retirement goals. 

...Continued from page 1 
 

 Diversification takes asset allocation one step further by investing in a 
variety of investments within those asset classes. Since different 
investments generally react differently to varying market conditions, 
asset allocation and diversification work in tandem to reduce the risk 
you might face if you held only one type of investment in one asset 
class. This means investing in more than one mutual fund for your 
retirement and other goals. 

 
Keep in mind, application of 
asset allocation and 
diversification concepts does not 
ensure a profit or protect against 
loss in a declining market. It is 
always possible to lose money by 
investing in the stock market.  

Time is also an important factor. 
The longer you have to invest, 
the more you’re able to ride out 
the ups and downs of market 
volatility. But remember, no 
matter how close you are to needing your money, inflation risk will be 
there.  

Paying attention to your investments, working with a trusted advisor, and 
continuing to contribute to a well-balanced portfolio of investments are the 
keys to managing your investing risks. 

Assume the following:  
     
Current principle: $100,000 
Amount added annually:  $5,500 
Years to until retirement:      20  
 

 
 

Crunch your own numbers at: 
http://www.moneychimp.com/

calculator/
comound_interest_calculator.htm 

Assuming the monthly compounded 
interest rate: 1.5% 
Then future value in 20 years is: 
209,325.44 
 
Assuming the monthly compounded 
interest rate: 5% 
Then future value in 20 years is: 
351,933.81 
 
Assuming the monthly compounded 
interest rate: 7.5% 
Then future value in 20 years is: 
523,028.48 

 
AS WE DREAM AND PLAN FOR RETIREMENT ACTIVITIES, IT’S       
IMPORTANT TO THINK ABOUT HOW MUCH THESE THINGS 

WILL COST IN THE FUTURE.  BY BALANCING INFLATION RISK 
AND MARKET VOLATILITY RISK, NOW YOUR RETIREMENT 

INVESTMENTS WILL HELP TAKE YOU THERE. 

Example of The Impact of Interest Rate and  

Compounding Interest on Your Bottom Line 



 
Debt Forgiven but Not Forgotten 
By Maria Pippidis 
 
As families have faced the debt collector and foreclosure proceedings, some 
have made an effort to settle their debt by negotiating with creditors, debt 
collectors, and debt buyers to pay a fraction of the amount owed. This is a 
common practice in the industry, often accomplished through third-party agents 
such as consumer credit counselors or debt settlement specialists. As families 
get out from under their debt, however, they may be unexpectedly hit with an 
IRS bill. 
 
The U.S. Internal Revenue 
Service considers forgiven or 
canceled debt as income. 
Creditors and debt collectors 
who agree to accept at least 
$600 less than the original 
balance are required to file 
1099-C forms with the IRS 
and to send debtors notices as 
well. Taxpayers must then 
report this as income on their 
federal income tax returns.  
 
Unfortunately, many consumers don’t realize this and don’t understand the 
1099-C form when it comes. Or sometimes, the debt settlement services don’t 
inform consumers of their IRS obligation. Consequently, they don’t report on 
their income tax.  
 
According to the IRS, the number of 1099-C cancellation of debt forms filed with 
the federal government by creditors and debt collectors nearly tripled between 
2003 and 2009 and they expect to receive 3.1 million by 2012. Part of the spike 
is due to the rise in mortgage foreclosures, but a major portion of it is also 
attributed to credit card debt. 
 
There are some exceptions with respect to having to pay the tax on the 
discharged amount. Debts discharged under bankruptcy are exempt. Debts of 
consumers who are insolvent (meaning their liabilities exceed their assets) prior 
to the cancellation of debt can exclude up to the amount they are insolvent. To 
claim the exemption, the consumer would have to file both IRS Form 982 in 
addition to the1099C form. 
 
Homeowners who default on mortgage loans may also qualify for exclusion of 
their foreclosures under the Mortgage Forgiveness Debt Relief Act. This 
provision applies to debt forgiven in calendar years 2007 through 2012.  Other 
exclusions are for certain farm debt, student loans, and real property business 
debts. 
 
As they say, there is no such thing as a free lunch and it behooves consumers to 
understand these rules so they can plan for how best to manage the potential 
tax consequences and debt repayment during this difficult time.  

 

Consumer Diligence Is 
Needed to Be Sure 
Debt is Accurately 

Discharged 
 
Discharging debt may 
be the only way a family 
can keep food on the 
table and financial 
security intact.  Be sure 
to: 
 
Meet with a tax advisor 
who is familiar with debt 
forgiveness to 
determine best 
strategies before you 
reach a debt settlement 
agreement. 
 
Complete a net worth 
statement – list all 
assets and liabilities. 
 
List the debts you are 
negotiating for 
settlement. 
 
Work with a reputable 
debt settlement 
company. Check with 
the Better Business 
Bureau. 
 
Get everything in 
writing, even if you 
conduct your meetings 
over the phone/internet. 
Read over the 
correspondence and be 
sure you understand the 
terms and that they are 
accurate. 
 
Be sure you receive 
accurate 1099C forms 
from the debt settlement 
service. Be sure it 
shows the amount 
forgiven, not the total 
debt owed. If it is 
inaccurate, have them 
send you AND the IRS 
corrected forms. 
 
Check your credit report 
to be sure credit that 
has been discharged is 
identified as such. 

  
For more information from the IRS, go to their web page: 
http://www.irs.gov/individuals/article/0,,id=179414,00.html 

 
Or, review IRS publication 4681: 

http://www.irs.gov/pub/irs-pdf/p4681.pdf 



Free & Low-cost Summertime Fun Just a Short Drive Away   
By Margo McDonough 
 
Gas prices have dropped, but still remain drastically higher than the $3-a-gallon seen last summer. 
Couple that with high admission prices at amusement parks and other attractions, and summertime 
fun quickly becomes a pricey proposition.  
 
But don’t resign yourself to staying home all season long. Fortunately, Delaware is home to a slew 
of free or low-cost entertainment options. Given the state’s compact size, you’ll probably use less 
than a tank of gas to reach your destination, no matter where you reside. Here are some of our   
favorites: 
 
Hikes & More at State Parks 
Rock climbing and rappelling, disc golf and geocaching. Delaware’s 
state parks continue to offer tried-and-true favorites like nature hikes 
and campfires, but these days they offer much more. For example, old-
er kids, ages 11 to 17, can sign up for one of two climbing adventure 
camps at Alapocas Run State Park this summer. Little ones will love tea
-time with their teddy bears at the Judge Morris Estate, followed by a 
stroll around the grounds of this circa 1790 estate. Everyone in the  
family can enjoy a pontoon boat ride at Trap Pond, held each Friday at  
5 p.m. 
 
One of the best state park bargains is the Killens Pond water park, which charges $3 admission per 
person.  Swirl down one of two 27-foot high, 205-foot long water slides or check out the Floating 
Lily Pad Fun Walk, chockfull of interactive water features. There’s a sand volleyball court and plenty 
of picnic tables for enjoying food prepared at home. (Good luck bringing outside food into a       
commercial water park.) Check out all the programs and events at state parks this summer at 
http://www.destateparks.com/. 
 
Good Times on the Farm  
At many area farms you can enjoy lots of low-cost activities, from petting zoos to vegetable or fruit 
picking. At Fifer’s Orchards in Camden-Wyoming, special events include 4-H animal exhibits on the 
first and third Saturdays of every month, a Sweet Corn Peak Party July 16, and the 31st Annual 
Peach Ice Cream Day on Aug. 6.  For more info, go to http://dda.delaware.gov/ for a list of farm  
markets and farms offering activities, or for info on Fifer’s, go to http://fiferorchards.com/. 
 
The Riverfront is the Place to Be 
There’s a lot happening on Wilmington’s Riverfront and much of the fun is free. There’s no  
admission charge at the DuPont Environmental Education Center, which offers free nature walks 
Tuesdays through Sundays at 3 p.m. Kids will love the dip-netting program, held at 2 p.m.,  
Tuesdays through Sundays for $3 per person.  
 

Another kid-pleaser is a day at the ball park. Skip the high 
prices of the pro teams and enjoy low-cost fun at the Blue 
Rocks, which features special promotions at every game. We 
especially like the “Dog Days of Summer” game (June 25, this 
year) when well-behaved dogs are invited to attend.      
Cap off your Riverfront outing with a stroll down the mile-long 
Riverwalk. Stop for a treat at Molly’s Ice Cream  or one of the 
other Riverfront eateries.      
 
Beach Fun on the Cheap 

Unlike most of New Jersey, Delaware’s beach communities don’t charge a fee for beach access. The 
sun, the sand, and the surf can be enjoyed for free. However, that doesn’t mean a day trip won’t 
cost you. While gas and tolls are non-negotiable, what you pay for food and entertainment can vary 
widely.  
 
One beach-bound family may decide to pack a cooler with sandwiches and cold drinks, and bring 
Frisbees and kites for fun. The second family buys lunch -- and drinks throughout the day – and hits 
the boardwalk arcades, water slides or go-karts.  Plan your (small) indulgences in advance of your 
beach day. If you love the frozen custard on the boardwalk, forego your usual convenience store 
stop en route. If you’d like to give the kids a souvenir, find the dollar store – every beach town 
seems to have one.    

Email us at TwoCentTips@udel.edu and tell us if we missed a favorite of yours. 

 



Getting Health Insurance Coverage Now Easier, More Affordable for 
Delawareans with Pre-Existing Conditions 

 
If you’re uninsured because of a pre-
existing condition, getting health insurance 
coverage just got easier and more  
affordable. 
 
The US Department of Health and Human 
Services (HHS) recently announced new 
steps to reduce premiums and make it 
easier for Americans to enroll in the Pre-
Existing Condition Insurance Plan (PCIP) – 
the new program created by the Affordable 
Care Act to help uninsured people with a 
pre-existing condition get high quality care 
at affordable prices. It serves as a bridge 
to 2014 when insurers will no longer be 
allowed to deny coverage to people with 
any pre-existing condition, like cancer,  
diabetes, and asthma. Here’s what you need to know:  
 
New Reduced Premiums: Starting July 1st, premiums for Delawareans dropped 

40%.  Now a 50-year-old in Delaware can get comprehensive health coverage 
for $250 per month. You can go to www.pcip.gov for more information. 

 

Simplifying Eligibility: Starting with applications received on or after July 1, 
2011, people applying for coverage can simply provide a letter from a doctor, 
physician assistant, or nurse practitioner dated within the past 12 months    
stating that they have or, at any time in the past, had a medical condition,   
disability, or illness. Applicants will no longer have to wait on an insurance 
company to send them a denial letter. Applicants will still need to meet other 
eligibility criteria including proving that they are U.S. citizens or residing in the 
U.S. legally, and that they have been without health coverage for six months. 

 

Life-Changing Coverage: PCIP provides comprehensive health coverage,        
including primary and specialty care, hospital care, prescription drugs, home 
health and hospice care, skilled nursing care, and preventive health and      
maternity care.  Eligibility is not based on income and people who enroll are not 
charged a higher premium because of their medical condition. 

 

Partnering with Agents and Brokers:  To further enhance the program,        
beginning this fall HHS will begin paying agents and brokers for referrals to the 
PCIP program as a way to reach more eligible people. Several States have   
experimented with such payments with good success. This is a part of        
continuing HHS outreach efforts with States, insurers, providers, and agents 
and brokers to reach more eligible people and let them know that coverage is 
available.  HHS is also working with insurers to notify people about the PCIP 
option in their State when their application for health insurance is denied.   

 

Extensive Provider Network: Delawareans enrolled in PCIP have access to a 
provider network that includes 3,193 physicians, 189 pharmacies and 12     
hospitals throughout the state. 

 

These reduced premiums and new eligibility standards make it easier for           
Delawareans to get the health insurance coverage they so desperately need.  If 
you or anyone you know has a pre-existing condition, be sure to tell them about 
this new program.  For many, these plans provide access to life-saving treatments.   
 
For more information, including eligibility, plan benefits and rates, as well as     
information on how to apply, visit www.pcip.gov and click on “Find Your State.” 
Then select Delaware from a map of the United States or from the drop-down 
menu. The PCIP Call Center is open from 8 a.m. to 11 p.m. EST. Call toll-free       
1-866-717-5826 (TTY 1-866-561-1604).  
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Life-Changing Results: This coverage   
program is already changing—and saving—
the lives of enrollees across the country and 
helping them finally receive treatment for 

conditions that have plagued them for years. 


