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“Please, Beau — my retirement is on the line. Tell me what to do!”

I could hear the fear in my client’s voice. 

That surprised me. He’s a highly respected surgeon… and one of my more conserva-
tive retirement planning clients.

He’s the absolute last person I would have expected to freak out.

But he’s also within sight of retiring… and the markets’ roller-coaster ups and downs 
were scaring him.

He’s not the only one, either. 

Over the past few weeks, I’ve heard from dozens of people asking for my thoughts.   

The fear is understandable.  Most of us remember the nightmare of the Great Recession 
10 years ago. 

People lost their jobs… their homes. Retirement accounts were wiped out. 

Nobody wants to live with that kind of financial fear and uncertainty again.

I wish I could offer more comfort.  

The fact is, however, that the market’s disturbing shenanigans are a wake-up call. 

A market correction is going to happen. There’s no denying it. We just don’t know when. 

So the best thing you can do is review your financial strategy to make sure it can do 
what it needs to accomplish.

I’ll share some specific strategies for doing that in a minute.

Because like it or not, you’ll need your plan in place sooner rather than later…  

Let’s start by taking a quick look at the reasons behind all this concern… 

The Longest Bull Market in American History
One of the main reasons that investors are increasingly worried about the markets is 
the simple fact that bull markets don’t last forever. 
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A bull market means stock prices are rising. Investors are 
confident about the U.S. economy. During a bull market, 
our nation’s economy is strong and employment levels 
are high.

Eventually, however, things reach a peak. People start 
spending less money. Companies stop growing and start 
laying people off. Investors start taking profits. 

The pessimism causes stocks to lose value — accelerating 
into a downward spiral. It’s called a bear market.

The cycle repeats again and again. 

Since World War II, bear markets have lasted 13 months 
on average. The bull market that follows lasts about four 
and half years on average.

The last bear market we experienced lasted 17 months. 
It ended on March 9, 2009.

We’ve been in a bull market ever since… a stretch that 
has lasted for more than a decade now. That’s more than 
twice the average. 

It’s been called the longest bull market in American history.

But how much longer can these good times last?

Not forever, that’s for sure. 

And as the markets march higher, more and more investors 
are anticipating a reckoning.  They even think they know 
what will cause the current bull market cycle to turn…

Will the Trade War Be the Trigger?
Credit crunches, interest rate hikes, political uncertainty, 
wars, inflation, cheap money and rampant speculation 
have ended previous bull markets.

The current one could end thanks to our ongoing trade 
war with China.  

It started in March 2018, when President Trump imposed 
tariffs on imported Chinese steel. 

Since then, we’ve seen an endless cycle of escalation and 
retaliation. 

If things aren’t settled by Oct. 1, 25% tariffs on some 
$250 billion worth of Chinese goods will jump to 30%.

And on Dec. 1, the United States will institute 15% tariffs 
on more imports — including things like the Apple iPhone 
and other phones, laptop computers and toys.     

It means you may have to pay more for electronics, foot-
wear and apparel.

But the added costs could also affect how much everyone 
buys… how much profits companies make… and how 
much they invest to grow their businesses. 

All three of those things are the primary drivers of eco-
nomic growth. 

So any news about the trade war causes stocks to spike 
and plummet. 

News that Chinese and American officials will meet in 
October spurred a lot of optimism. But just one press re-
lease from Beijing or one tweet from the president could 
send investors scrambling again.

And even if things do work out, investors will just go on 
alert for the next recession trigger. 

You don’t even have to guess what investors are feeling 
or doing.

We have a crystal-clear sign that Wall Street pros are 
gearing up for the worst.

It starts with a topic that many novice investors have a 
hard time wrapping their heads around: bonds.

The World’s Most Reliable Recession Indicator
U.S. Treasury bonds and notes are considered some of the 
safest investments you can buy. 

Technically, bonds and notes are different instruments… 
but they are so similar that I’ll refer to them collectively 
as bonds to avoid confusion. 

They’re sold with set terms — anywhere from two years 
to 30 years — and fixed coupons, which are payouts you 
receive every year you hold the bond. 
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Then, when the bond’s term is up — known as maturity 
— the buyer receives the bond’s face value.

The coupons and maturities are set in stone. If you buy a 
bond, you’ll always know how much money you’ll receive 
from it every year… you’ll know exactly when you’ll receive 
those payments… you’ll know when they’re set to stop… 
and you’ll know exactly how much money you’ll get when 
the bond matures. 

That’s why they’re considered fixed-income investments. 

The only real variable is how much someone has to pay 
to buy the bond. Its price is a function of supply and de-
mand. The more people who are trying to buy the bond, 
the higher its price will go.

The price you pay determines the bond’s yield — or how 
much money you’re set to make from the bond.

Let’s say you pay $998 for a bond with a face value of $1,000 
and a $10 annual coupon that will mature in five years. 

So, over the life of the investment, you’ll make $50, plus 
receive $1,000 when the bond matures. That’s a return of 
$1,050 on a $998 investment — a yield of 5.2%.

Now let’s say you pay $1,000 for the bond instead. The 
other terms don’t change — you’ll still end up with 
$1,050 when the bond matures, so you’ll make a profit. 
But because you paid $1,000, the investment’s yield has 
dropped to 5%.

So the higher a bond’s price goes, the lower it yields. 

Analysts track the yields of U.S. bonds of different matur-
ities on a chart called the yield curve. Typically, it shows 
that yields for short-term bonds are lower than they are 
for longer-term bonds.

That’s because longer-term bonds tie up investors’ money 
longer, so they want a bigger return to justify it.

But every so often, short-term yields become higher than 
long-term yields. It’s a bad sign… because it means inves-
tors aren’t confident about the near future. They want to 
get paid more to compensate for the risks they see in the 
short term.

It’s called an inverted yield curve…  and one has preceded 
every recession since 1953. 

That doesn’t necessarily mean it will be right this time. But 
you’d also be foolish not to consider the possibility, espe-
cially in light of all the paranoia investors are demonstrating 
right now.

So now that you know the danger, let’s go over how to be 
prepared for it. 

The First Step That Most People Overlook 
The best time to prepare for a disaster is before the disaster 
strikes. Being proactive now reduces the chances of you 
making reactive, knee-jerk decisions when things start 
going south.

But before you can plan for the future, you need to know 
where you are right now.

It’s amazing to me how many people miss this critical 
step. You can’t prepare for any future — good or bad — 
without a starting point.

And it doesn’t take a lot of effort on your part.

Just create a list of your monthly expenses and income. 
You can buy some budgeting software to help you… but 
a free Google spreadsheet works just as well.

Once you’ve listed out your expenses, take a good, long 
look at them.

A lot of us simply pay our bills each month without giving 
them much thought. Listing them all in one place can 
really put things into perspective for you.

Are there any services you’re just paying for out of habit? 

For instance, it might be time to accept the fact that 
you’re never going to use your gym membership. 

If you have a cellphone, look at what it’s costing you 
to maintain a landline. If the only calls you get to your 
home are telemarketers, it might be time to cut the cord.

Once you’ve considered all of your expenses, start tallying 
how much money you expect to bring in every month 
when you retire — your fixed-income sources.

If you haven’t filed for Social Security benefits yet, you can 
go to www.ssa.gov/myaccount to see how much money 
you can expect from Social Security each month. 

Remember that the number is just an estimate based on 
your full retirement age. As I’ve said before, the longer 
you wait to retire, the more money you receive. 

But according to the Social Security Administration, only 
4% of American retirees are claiming optimized benefits.

So check your copy of Personalized Social Security to create 
the filing strategy that works best for you.

https://www.ssa.gov/myaccount
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In addition, if you’re lucky enough to have a pension, 
check with the administrator for an estimate of how 
much you’ll receive.

Once you’ve listed all of your retirement income and 
trimmed all the fat from your expenses, you know where 
you stand. 

Any gaps between fixed income and your expenses will 
need to be paid using the cash you’ve built up in your 
various accounts.

Now it’s time to make sure those assets will be up to the task.

Innoculate Yourself Against Market Panic
If you’re like most Americans, most of your retirement 
savings are in things like 401(k)s and individual retire-
ment accounts (IRAs). And there’s a good chance that 
money is invested in things like mutual funds, index 
funds, even individual stocks.

Staring down the barrel of a market meltdown probably 
makes you wonder if you should reallocate all of your 
holdings into cash instruments. Sure, the return on your 
money is next to nothing... but at least you’ll be safe, right?

Ignore that instinct. 

You always want at least part of your money invested in 
something that offers better returns than simple interest. 
The trick is to be smart about it. The fact is, even in bear 
markets, some investments gain value.

Of course, when things go south, you might start to ques-
tion whether you’ve allocated your investments smartly.

One way to stave off that fear is to make sure you have 
enough cash on hand to weather any downturns.

Having a minimum of 3–6 months of cash on hand will 
give you some breathing space to make better investment 
decisions.

With a ready cash supply, you won’t have to sell your 
investments for a loss to pay the bills. 

Even better, you’ll have the confidence to move your 
money into investments that are thriving in the chaos.

Cold, hard cash is the perfect vaccine against market 
panic. It simply won’t infect you the way it does so many 
others when a recession finally arrives.

If you don’t have enough cash available to inoculate 
yourself right now, consider making it available by selling 
some of your positions today. 

Sell Some Things — NOT Everything
It’s better to cash out some of your stocks and funds today, 
when prices are still relatively high. 

You definitely don’t want to be desperately cashing out 
when the market is falling — and everyone else is running 
for the exits, too.

I’d recommend building cash by reducing your positions 
in more speculative investments like technology or emerg-
ing markets — anything that will likely be the first to lose 
value in a bear market.

Don’t sell completely, though… you still want to enjoy 
any growth they still have left.

If that’s still not enough cash, consider culling any invest-
ments that don’t pay dividends — small cash payments 
companies periodically send to shareholders. 

The only exception to that rule is gold and precious 
metals investments. They don’t often pay dividends, but 
gold, silver and platinum often spike during economic 
downturns. So their investment returns could make up 
for their lack of dividends.

And hold on to any investments that do pay good dividends. 
Many companies take pride in making their payments, even 
in down markets. 

The cash you receive from the dividends could offset any 
losses you take.

That source of cash will be especially important to you if 
you have a traditional IRA and reach the age of 70½.

As I’ve explained before, that’s when you need to start 
worrying required minimum distributions (RMDs) — a 
minimum withdrawal you must make from your IRA. 

You have to take the money whether you need it or not. 
And those forced distributions can increase your taxes, 
potentially including the amount of tax you pay on your 
Social Security benefit.

But it’s even worse if you don’t have enough cash in your 
IRA to cover an RMD — especially in a market downturn. 
You’ll be forced to raise the money by selling investments 
for a loss. 

You’re literally robbed of the ability to recoup losses when 
the market recovers. 

If possible, you should look into moving your money into 
a Roth IRA, as I covered in a recent email alert. Roth IRAs 
don’t have RMDs, meaning you get to choose when you sell.
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And that’s all you can do for right now. 

You can’t control what the stock market does. 

But you have built the means to calmly, intelligently and 
methodically move your investments around when a 
meltdown occurs — without giving into panic!

Wrapping Things Up…
I hope by now you’re less stressed about a possible mar-
ket crash and recession. 

If you follow my advice, you’ll know exactly how much 
money you’re spending each month… how much is com-
ing in… and how much you’ll need to bridge any gaps.

You’ll also inoculate yourself by setting aside enough cash 
to get you through the first few months of a recession. 
And you’ll trim your portfolio to focus on conservative 
investments that pay you to own them (dividends). 

This kind of planning puts you ahead of most people, 

who tend to approach retirement planning reactively. In 
other words, they address it after things have gone south. 

And don’t forget the tips and strategies I’ve shared with 
you in previous issues and alerts. 

Optimizing your Social Security claiming strategy… setting 
up annuities and universal life insurance policies… reducing 
your medical costs… and reducing your tax burden... can 
all help you maximize your cash position. 

That, as I said, is the best inoculation from panic — which is 
the one thing you do not want to do in a market meltdown.

Most of the risk associated with a market meltdown 
comes from being reactive — making spur-of-the-mo-
ment decisions that end up being costly.

By planning now, you are positioning yourself to survive 
the coming market crash with most of your assets intact. 

So kudos to you for looking for solutions right now — 
before the inevitable happens.  

How to Earn Regular Payouts From Every Stock You Own 
— Even If the Market Falls 
By Zach Scheidt

Note from Beau: When the stock market goes south, every 
little bit of income can help preserve your retirement funds. 
So I’ve asked Zach Scheidt of Lifetime Income Report and 
Income on Demand to share a strategy for earning more 
money from your stocks.

Your stock portfolio can be a great way to generate cash 
— and I don’t just mean by collecting dividends or selling 
shares for a profit.

Instead, I’m talking about a strategy that can turn every 
stock in your portfolio into a cash-generator. 

Yes, even the ones that don’t pay dividends.

It works whether stocks are going up or down… and often 
delivers the best results when the market can’t make up 
its mind.

In other words, it absolutely thrives on volatility… 

Best of all, you should be able to do it right in your IRA 
— where this regular income will be deposited straight 
into your account tax-free!

There is a catch, of course, but it’s a small one.

This strategy involves a type of trading that most people 
are irrationally afraid of.

So let me start with an analogy about how it works…

Getting Paid to Wait
Let’s say you once bought 10 acres of land expecting to 
either build something there or sell it off. 

You paid $1,000 an acre.

One day you get a call from a real estate developer. He’s 
trying to pull together several parcels of land, including 
yours, to build a large housing community.

He doesn’t know if the other landowners will sell… and 
he doesn’t know how long it will take him to find out. 

Since he needs to secure all of the land before he can start 
building, he doesn’t want to buy your parcel yet. But he 
doesn’t want you to sell to someone else in the meantime.

So he makes you a deal. 

He’ll pay you $2,000 right now to reserve the land for 
him for 12 months. In other words, you’ll receive money 
for a promise not to sell the land to anyone else for a year.
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If he’s able to convince the other landholders to sell, he’ll pay 
you $20,000 on top of the $2,000 he’s already paid you, too.

He’ll even sign a contract locking in his offer. 

If you agree, you just have to sign the paperwork, collect 
your money and wait.

You Almost Can’t Lose!
If you don’t hear from the developer 12 months after you 
sign the contract, the deal is off. 

You’re free to sell your land to anyone at any price… and 
you get to keep the $2,000 you received for accepting the 
deal in the first place.

What if you do get a better offer for the land in the mean-
time? For instance, what if another developer offers you 
$30,000 for your land?

You can’t break your contract. 

But let’s say the contract has an additional clause — he’ll let 
you out of the contract at any time if you pay him $7,000.

Pretty sweet deal, right?

You get $2,000 upfront, and all you have to do is not sell 
your land. The money is yours to keep, no matter what.

Any time within the next 12 months, the developer might tell 
you that he wants to buy your land. He’ll pay you $20,000 as 
agreed — essentially doubling your initial investment. 

If he can’t get the other landowners to sell, he won’t buy 
your land. So you’ll still own it… and will have $2,000 to 
show for it.

And if someone else offers you $30,000 for the property, 
you can buy your way out of the original contract. 

You’ll end up spending $7,000 to do it… but your total 
profit will still be $15,000. 

Did this transaction make sense to you?

If so, congratulations — you now understand how stock 
options work!

Misunderstood Money Generators
Even if you’re a novice trader, you’ve probably heard 
about stock options. 

And more than likely, everything you’ve heard is bad.

They sound complicated, involving words like “contracts” 
and jargon like “strike prices.”

Then there are the scare stories about how risky they can 
be, with investors regularly losing every cent they put 

into an options trade.

And to be fair, it is very easy for novice options investors 
to get confused and find themselves in trouble.

Used properly, however, stock options can instantly deliver 
extra cash to your portfolio almost on demand, with very 
little work or risk on your part. 

Think back to the real estate example I just gave — how 
you collected money just for agreeing to sell your land at 
a fixed price sometime in the future. 

Stock options allow you to make similar transactions.

Let’s say you bought 100 shares of Snapchat (SNAP) — 
a popular social network company — back in July. You 
would have paid around $14 for them around the time.

The company doesn’t pay dividends, so under normal 
circumstances, the only way to make money on the stock 
is to sell it for more than you paid.

But right now, there are traders willing to pay you to 
promise to sell your SNAP shares at a higher price.

In fact, you can receive $123 right now by promising to 
sell your Snap position for $20 a share if the trader asks 
you to before April 2020.

Just like in the real estate example, that $123 is yours to keep 
or spend as you see fit. You keep the SNAP shares, too, unless 
the trader makes you fulfill your promise to sell them.

But he must ask you to sell your shares by mid-April. If he 
doesn’t, he loses any rights to your shares. You get to keep 
them and the $123 you made by selling your promise.

You can do this again and again, with just about any 
stock you own.

Where do you find traders who are willing to pay for 
these promises? 

Your stock broker knows… and it can help you set up these 
transactions right in your regular account or even your IRA!

Calling More Income
Technically, this transaction is known as a covered call 
strategy.

You only need a few things to get started.

First, of course, you need a brokerage account. 

Then you need to own at least 100 shares of a company’s 
stock. After all, you don’t want to promise to sell something 
you don’t own.

Finally, you may need your broker’s permission to make 
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covered call trades. This is the easiest — and safest — 
options trading you can do, so you should only need to 
fill out a few forms.

With that out of the way, you can start thinking about 
how to earn extra income from your stock shares.

Choose a stock that you own 100 or more shares of. 
Remember, you will be promising to sell these shares at a 
set price in the future — so don’t use a stock you’d hate 
sell at any price.

Next, check your broker’s website for the stock’s option 
chain — the full list of options that people can buy and 
sell on the stock.

Then it’s just a matter of narrowing things down.

Finding the Best Option for You
There are two types of options — puts and calls. You’re 
interested in the calls.

You’ll also see strike prices. That’s the price you’ll agree to 
sell your stock shares for.

In the SNAP example, for instance, you agreed to sell 
your stock shares for $20 each if the trader asked you to. 
$20 is the strike price. 

Another consideration is the option’s expiration — or how 
long your promise will last.

In the SNAP example, the option expired in April. But 
depending on the stock, you can find options that expire 
monthly, even weekly.

Finally, there’s the option’s price, which is called the premium.

Options trade just like stocks, and their prices shift in 
response to supply and demand. You’re essentially selling 
your promise to the highest bidder. So the premiums you 
see listed are how much your promise is currently worth. 

The quotes you see are per share, and each option represents 
100 shares of stock. So if you see the price for a SNAP op-
tion listed as $1.23, you’ll get $123 for selling your promise 
— otherwise known as writing a covered call.

Traders buy call options to speculate on where a stock’s 
price will be in the future. 

In our SNAP example, they hope shares will be selling for 
more than $20 by April. Then they’ll force you to keep 
your promise to sell your shares — earning the difference 
between what they pay you for the stock and what it’s 
currently worth.

So you need to choose which call you want to sell very 

carefully…

Maximizing Your Covered Call Payouts
In almost all cases, you want to pick a call option with 
a strike price that’s higher than the price you originally 
paid for the stock.

If you bought SNAP for $15, it doesn’t make sense to 
promise that you’ll sell your shares to someone for $13.

The only exception is if the stock’s price has fallen pretty 
far from where you bought it. In this case, the income 
from selling covered calls can help recoup some of your 
losses — even if you have to use options with a lower 
strike price.

Just keep in mind that traders buy call options because 
they expect to make money on the deal. The only way 
they can do that is if the stock’s price goes higher than 
the option’s strike price. 

They want to buy your shares at the agreed-upon strike 
price, then sell them for a profit at the current market price.

So the further an option’s strike price is above the stock’s 
current price, the less likely the option is to pay off. 
That’s because traders won’t be willing to pay as much for 
that risk, reducing the premiums you’ll see.

You’ll also see a price difference between options with 
different expiration dates.

The closer an option is to expiration, the less it will be worth. 
The stock has less time to hit the option’s strike price, so 
there’s a greater chance it won’t pay off for the trader. They’ll 
be less willing to buy the option, reducing its price.

But a lot can happen in six months, nine months or even 
a year. And traders will be willing to pay more for the 
extra time to be right.

Market volatility can also cause option premiums to 
jump. When market prices swing, no one knows where 
they will go next. In this case, you’ll be taking added risk 
— meaning you’ll get more money for your trouble.

Once you’ve chosen a call option, follow your broker’s 
instructions to sell it. You’ll be automatically paired with 
someone looking to buy the option. 

The money that trader pays will be deposited directly 
into your account. Then you wait.

How It Could Play Out
If the stock trades above the option’s strike price, the 
buyer may exercise it. 
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Your broker will automatically sell the stock out of your 
account at the agreed strike price, then deposit the pro-
ceeds of the sale. 

This is all done without your input — so don’t be surprised 
if the shares magically disappear from your account one day 
and are replace with cash.

But if the expiration day comes and the buyer hasn’t ex-
ercised his option, that’s it — you get to keep your stock 
and the premium you received from the option.

You can also choose to cancel your promise before it 
comes due. You essentially buy the option you sold at its 
current price. It’s called “selling to close.”

But if you want to sell covered calls, you should accept 
the fact that you might have to sell your stock.

Set it up properly, and you’ll end up selling it for a profit. 

And if you choose your options carefully, you might not 
even have to sell at all.

Instead, you can effortlessly sell calls again and again… add-
ing cash to your portfolio that can make up for any losses!

Consider giving it a try!

Ed. note: If you’d like to learn more strategies for maximizing 
the cash your portfolio brings in, check out Zach’s Income on 
Demand. Learn more by clicking here. 

Ask Beau: Should We File for Our Benefits Before Congress 
Cuts Them?
I love hearing from my readers… especially when I can 
answer their questions!

And one email I’ve received covers a concern that’s probably 
on your mind, too: 

We thought we had a really good retirement plan until 
we heard that Congress is planning on cutting Social 
Security benefits sometime in the future for couples who 
have too much annual income.

So should we file now and hope they grandfather us in 
at our current benefit level? Or should we stick with 
our original plan?

— Gary 

Hi, Gary! Thanks for writing. This is a great question, and 
I know there is a lot of scary and confusing information 
out there. So I‘ll be happy to clear things up.

Yes, there is a possibility that Congress will make radical 
changes to Social Security… but I wouldn’t bet on it any-
time soon.

Every proposal you hear about is just that — a proposal. 
And it’s very possible it will suffer the same fate as many 
Washington proposals: being tabled indefinitely.

Even if it gets some traction, it will have to make its way 
through our serpentine system. The proposal will be 
debated endlessly, go through committee after committee, 
have amendments added and removed and then debated 
some more.

Whatever Congress ends up voting on will likely be only 

dimly related to the original proposal. Then both chambers 
will have to agree on the terms before sending it to the 
president — who may or may not sign it.

And anything that does get passed will almost certainly 
include a grandfather clause for people who have already 
retired or are nearing retirement.

Remember, the one thing politicians care about is keeping 
their jobs. And they know senior citizens vote in greater 
numbers than any other age group.  So reducing the money 
retirees are entitled to would be political suicide.

That’s not to say benefit reductions won’t happen… just 
that they’re unlikely to happen, especially not in the time 
you have until retirement. 

What’s more likely is that there will be incremental 
changes to the system, kicking the can down the road for 
future generations to deal with. 

Of course, I will keep an eye on any new legislation that 
comes through, and I’ll be sure to tell you if it makes 
sense to alter your strategy. For now, stay the course.

And that’s all for this month. If you have questions about 
Social Security or how to maximize your benefit, I’d love 
to hear from you.

Write me at AskBeau@StPaulResearch.com and I may 
feature your letter in one of our upcoming newsletters!

Here’s to living rich,

Beau Henderson
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