
2023	Winter	Newsletter
It's	winter	and	I	hope	you're	enjoying	your
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and	Benefits	of	a	Living	Trust.

Best	wishes,

David	McCary	CFP®,	CPWA®,	CRI®,	MBA

Helping	Families	Create	Wealth	Across
Generations

David	McCary,	CFP®,	CPWA®,	CRI®,	MBA
Principal
McCary	Anheuser	Wealth	Management,	LLC
860-761-1000
david.mccary@mccary-anheuser-wealth.com
www.mccary-anheuser-wealth.com/	

Schedule	a	meeting

http://www.calendly.com/david-mccary
tel:860-761-1000
mailto:david.mccary@mccary-anheuser-wealth.com
https://www.mccary-anheuser-wealth.com/
https://www.facebook.com/McCaryAnheuserWealth/
https://www.linkedin.com/in/davidmccary/
http://www.twitter.com/dmacct
https://advisorstream.com/read/what-i-learned-when-i-stopped-watching-the-stock-market/?c=eyJhbGciOiJIUzI1NiIsInR5cCI6IkpXVCJ9.eyJub2RlX2lkIjo2OTEyMiwicHJldmlldyI6dHJ1ZSwiY29tbV9pZCI6OTI1OTgxNiwiZGVzdF9pZCI6bnVsbCwicmVhZGVyX2lkIjpudWxsLCJwZXJzb25hX3ByZXZpZXciOmZhbHNlfQ.DEXG86OCTFpSdKE-DezKByKL6yEnEFHVBbEozqVdmMM
https://advisorstream.com/read/forbes/money/how-retirees-can-withdraw-money-from-their-401k/?c=eyJhbGciOiJIUzI1NiIsInR5cCI6IkpXVCJ9.eyJub2RlX2lkIjo2OTEyMiwicHJldmlldyI6dHJ1ZSwiY29tbV9pZCI6OTI1OTgxNiwiZGVzdF9pZCI6bnVsbCwicmVhZGVyX2lkIjpudWxsLCJwZXJzb25hX3ByZXZpZXciOmZhbHNlfQ.DEXG86OCTFpSdKE-DezKByKL6yEnEFHVBbEozqVdmMM


By	Jason	Zweig
Jan.	26,	2024

I	just	pulled	a	Rip	Van	Winkle—and	maybe	you	should,	too.

I'm	back	at	my	regular	post	at	The	Wall	Street	Journal	after	being	away	on	book	leave.	That	long	hiatus	disengaged	me	from	the	daily	hubbub
of	markets	so	I	could	frame	investing	ideas	in	a	longer	historical	and	broader	psychological	perspective.

ILLUSTRATION:	ALEX	NABAUM

Like	the	character	in	the	Washington	Irving	story	who	woke	up	after	a	20-year	nap,	I've	returned	to	a	world	both	transformed	and	hauntingly
familiar.	The	best	part	about	coming	back	after	this	market	sabbatical	is	noticing	how	silly	so	many	forecasts	seem	to	be—including	my	own.
The	second	best	part	is	the	contentment	that	comes	from	never	having	been	remotely	tempted	to	act	on	any	of	those	forecasts.

When	my	last	regular	column	ran	last	May	26,	the	S&P	500	was	already	up	10.3%	in	2023—right	in	line	with	the	long-term	average	annual
return	of	U.S.	stocks.	"Let's	just	call	it	a	year	right	here,"	I	recall	muttering	to	myself.

That	was	the	last	thing	I	remember.	From	that	day	to	this	week,	I	tuned	out	the	daily	noise	of	fluctuations	in	stocks,	bonds,	commodities	and
economic	indicators.

What's	that	you	say?	The	S&P	sank	more	than	10%	and	the	Nasdaq	Composite	Index	fell	more	than	12%	between	July	and	October?	Then,	in
three	wild	weeks,	they	roared	right	back	out	of	their	declines?

I	never	noticed.

You	say	the	yield	on	the	10-year	Treasury,	3.8%	when	I	left,	shot	up	to	4.99%	in	October,	then	promptly	reversed	and	sank	almost	all	the	way
back,	to	3.9%	by	year	end?

On	a	chart,	it	looks	like	the	cross-section	of	a	volcano.	I	was	oblivious.

When	I	left,	investors	and	analysts	were	obsessed	with	guessing	when	and	how	many	times	the	Federal	Reserve	would	finally	cut	interest
rates.

They	still	are.

Their	guesses	were	largely	wrong—and	will	probably	continue	to	be.

It's	a	good	thing	the	market	gods	ignored	me,	as	they	always	do.	Even	though	I	thought	a	10.3%	return	in	five	months	was	plenty	for	an	entire
year,	the	S&P	500	finished	2023	up	more	than	26%,	including	dividends.

When	you	don't	watch	the	market	every	day,	you	can	finally	see	with	unquestionable	clarity	that	what	you	would	have	expected	to	happen
didn't.	The	unexpected	did.

Had	you	told	me	war	would	break	out	in	the	Middle	East	in	October	and	last	for	months,	I	would	have	been	sad	but	unsurprised.	Had	you	added
that	crude	oil	would—after	a	fleeting	surge—finish	2023	at	a	lower	price	than	the	day	I	left,	I	would	have	been	amazed.

In	May,	I	already	wondered	whether	Nvidia—then	up	167%	in	2023—had	risen	too	far	too	fast.	The	computer-graphics	giant	at	the	forefront	of
the	artificial-intelligence	boom	has	since	gained	another	58%.

I'm	not	saying	that	the	news	doesn't	matter	or—heaven	forbid—you	should	stop	reading	the	Journal.

I	am	saying	that	reacting	to	the	news—or	even	feeling	you're	supposed	to—can	poison	your	portfolio	and	sour	your	life.

If	you're	tempted	to	make	drastic	changes	to	your	portfolio	in	response	to	the	headlines,	then	you	could	benefit	from	simulating	my	market
sabbatical.

You	probably	can't	disappear	for	seven	months,	but	you	can	pretend	you	did.	Hal	Hershfield,	a	psychologist	at	the	University	of	California,	Los
Angeles	and	author	of	,	urges	investors	to	"use	the	tools	of	mental	time	travel	to	escape	the	tyranny	of	the	present."

He	means	that	envisioning	how	you	will	feel	about	your	actions	tomorrow	can	help	prevent	you	from	overreacting	today.

One	tool	of	mental	time	travel	is	to	write	a	letter	to—and	from—your	future	self.

Let's	say	you	can't	stop	reading	about	artificial	intelligence,	believe	it	has	even	greater	potential	than	most	investors	think,	and	want	to	go
from	having	5%	of	your	money	in	Nvidia	to	25%.	Conversely,	let's	say	the	headlines	have	you	so	worried	your	preferred	presidential	candidate
will	lose	that	you	want	to	move	all	your	money	to	cash.
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In	the	letter	to	your	future	self,	detail	what	you're	planning	to	do,	why	you	think	it	makes	sense	and	what	results	you	foresee.	

In	the	letter	from	your	future	self,	imagine	it's	one	year	from	now	and	you're	living	with	the	consequences	of	the	decision.	Has	Nvidia's	stock
price	taken	your	happiness	hostage?	Do	you	face	a	colossal	tax	bill	from	shifting	your	portfolio	into	cash?	Are	you	concerned	about	running	out
of	money	for	retirement?	How	would	your	life	be	different	if	your	earlier	self	hadn't	reacted—or	overreacted—to	the	news?

For	general	templates	of	such	letters,	see	the	"Future	Self	Tool"	at	consumerfinance.gov.

Research	suggests	this	technique	can	help	you	avoid	making	decisions	you	might	later	regret—and	can	reduce	the	anxiety	stirred	up	by
negative	news.

I've	long	thought	financial	advisers	should	encourage	this	approach	to	help	clients	make	deliberate	and	durable	decisions.	Now	I	think	it's
worth	trying	on	yourself,	too.

Write	to	Jason	Zweig	at	intelligentinvestor@wsj.com

Dow	Jones	&	Company,	Inc.



	

	

Steve	Vernon,	Contributor
Jan.	26,	2024

If	you're	approaching	retirement	or	have	just	recently	retired,	a	mission-critical	task	is	using	your	401(k),	403(b),	457,	IRAs	and	other
retirement	savings	to	support	your	life	in	retirement.	If	you're	like	most	people,	you're	concerned	about	stock	market	crashes	and	outliving
your	money.	Let's	look	at	how	you	can	withdraw	from	your	retirement	savings	in	a	way	that	addresses	these	goals.
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Withdrawing	From	Retirement	Savings—The	Overall	Strategy
The	best	way	to	withdraw	funds	from	your	retirement	savings	is	to	use	most	of	your	savings	to	generate	monthly	retirement	paychecks	that
are	designed	to	last	the	rest	of	your	life,	no	matter	how	long	you	live.	You	might	also	want	to	set	aside	some	of	your	retirement	savings	for	an
emergency	cushion	to	meet	unpredictable	expenses	or	to	fund	a	"travel	fun	bucket"	that	provides	a	stream	of	cashflow	for	a	temporary	period
to	pay	for	travel	while	you're	still	vital	and	healthy.	But	most	of	your	savings	should	be	devoted	to	lifetime	retirement	income	generators.

Once	you	set	up	your	retirement	income	generators,	then	spend	no	more	than	the	income	you	receive	each	month,	together	with	any	other
retirement	income	you	have,	such	as	Social	Security	benefits.	This	way,	you'll	most	likely	not	outlive	your	savings.

To	address	stock	market	crashes,	you'll	want	to	have	enough	protected	retirement	income	such	that	you	can	sleep	at	night	and	won't	panic
when	the	market	crashes.	Examples	of	protected	income	include	Social	Security,	traditional	pension	benefits,	and	retirement	paychecks
generated	through	a	method	that's	designed	to	protect	against	stock	market	crashes	(more	on	this	topic	below).

You	can	also	set	up	variable	retirement	paychecks	that	are	significantly	invested	in	the	stock	market	for	the	potential	to	grow	to	address	the
risk	that	inflation	will	erode	the	value	of	your	retirement	income.	In	this	case,	you'll	need	to	be	ready	to	cut	back	on	your	spending	if	your
retirement	paycheck	decreases	due	to	a	drop	in	the	stock	market.

Next,	let's	compare	protected	retirement	income	with	variable	retirement	paychecks.

Protected	Retirement	Income
One	way	to	use	your	savings	to	generate	protected	lifetime	retirement	income	is	to	buy	an	annuity	or	other	type	of	guaranteed	retirement
income	product	from	an	insurance	company.	There	are	many	types	of	annuities,	some	with	high-enough	costs	that	they've	given	annuities	a
bad	reputation.	However,	there	are	also	annuities	that	are	priced	fairly,	so	you'll	want	to	do	your	shopping	or	work	with	a	professional	who	you
trust	to	find	one	that	fits	your	budget.

One	such	type	of	annuity	is	called	a	"single	premium	immediate	annuity,"	aka	SPIA,	and	works	like	a	personal	pension.	You	give	the	insurance
company	a	sum	of	money,	and	they	promise	to	pay	you	a	lifetime	monthly	income,	no	matter	how	long	you	live.	You	can	also	continue	the
monthly	income	to	your	spouse	or	partner	after	you	pass	away,	if	you're	married	or	partnered.

Usually,	the	monthly	benefit	is	fixed	in	its	dollar	amount,	but	you	can	also	buy	annuities	that	increase	each	year	at	a	fixed	rate	to	address
inflation.	One	challenge	with	a	SPIA	is	that	once	annuity	payments	start,	you	can't	change	your	mind	and	withdraw	your	remaining	savings—
you'll	need	to	be	satisfied	with	the	monthly	retirement	payments.

To	address	this	challenge,	insurance	companies	have	recently	offered	annuities	and	other	types	of	protected	retirement	income	products	that
will	produce	a	monthly	paycheck	and	allow	you	to	withdraw	remaining	savings	at	some	future	date.	They	go	by	various	names:	variable
annuities	with	withdrawal	riders,	guaranteed	lifetime	withdrawal	benefits	(GLWB),	guaranteed	minimum	withdrawal	benefits	(GMWB),	fixed
income	annuities	(FIA),	or	simply	"protected	income."	Most	of	these	products	will	guarantee	a	monthly	benefit	for	life;	they	also	credit	your
savings	with	investment	credits.	If	your	investment	credits	are	favorable,	your	monthly	income	might	increase.

Before	you	choose	the	right	product	for	yourself,	you'll	want	to	do	your	homework,	learn	about	the	features	of	these	products,	and	work	with	a
professional	if	that	would	make	you	feel	more	confident.

Variable	Retirement	Paychecks
Another	way	to	generate	retirement	income	is	to	invest	your	savings	and	implement	a	plan	of	systematic	withdrawals	that	are	designed	to	last
the	rest	of	your	life.	Common	withdrawal	methods	will	calculate	an	amount	you	should	withdraw	each	year,	and	you	divide	by	12	to	determine
a	monthly	paycheck.	If	you	decide	to	take	this	route	and	you've	developed	enough	sources	of	protected	income	to	allow	you	to	sleep	at	night
and	not	panic	when	the	market	crashes,	you	can	consider	a	significant	investment	in	stocks.

There	are	many	viable	methods	for	systematic	withdrawals,	and	some	of	them	can	be	quite	complicated.	My	favorite	is	a	dynamic	method	that
calculates	your	annual	withdrawal	by	applying	a	percentage	to	your	remaining	assets	at	the	beginning	of	the	year.	This	way,	your	withdrawal
amount	increases	if	your	investment	experience	has	been	favorable	and	decreases	if	your	investments	lost	money	during	previous	year.

One	viable	dynamic	withdrawal	method	is	the	IRS	required	minimum	distribution	(RMD),	which	develops	a	withdrawal	percentage	according	to
your	age	.	The	RMD	doesn't	officially	start	until	age	73,	but	you	can	use	the	same	methodology	at	younger	ages.	(The	RMD	withdrawal	method
is	part	of	the	"	Spend	Safely	in	Retirement	"	method	that	I	researched	while	at	the	Stanford	Center	on	Longevity.)
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There	are	other	viable	methods	you	can	use	to	implement	systematic	withdrawals.	You	may	want	to	work	with	a	qualified	retirement
professional	that	you	trust	who	can	customize	a	strategy	to	meet	your	specific	goals	and	objectives.

Many	401(k)	Plans	and	IRAs	Help	You	Set	Up	Retirement
Income	Generators
Recently,	many	401(k)	plans	have	added	annuities	or	other	types	of	protected	retirement	income	products	to	their	lineup.	These	plans	typically
shop	around	to	offer	cost-effective	solutions,	so	that	might	be	an	easy	way	for	you	to	generate	protected	income	that's	fairly	priced.	Also,
some	large	IRA	providers	offer	cost-effective	annuities	and	protected	income,	such	as	Fidelity,	Schwab,	and	Vanguard.

If	you	want	to	implement	systematic	withdrawals	for	a	variable	retirement	paycheck,	many	401(k)	plans	and	IRA	providers	offer	installment
payments	that	continue	indefinitely	until	you	change	the	amount	(you	usually	have	that	flexibility).	In	addition,	many	401(k)	and	IRA	providers
will	pay	you	the	required	minimum	distribution	in	the	frequency	you	elect	(monthly,	quarterly,	or	annually).

Take	the	time	to	learn	about	generating	retirement	income	from	your	savings	so	you	can	choose	the	methods	that	work	best	for	you.	Hopefully
this	will	give	you	the	peace	of	mind	to	relax	and	enjoy	your	retirement.

By	Steve	Vernon,	Contributor
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With	so	many	misconceptions	around	trusts,	it's	easy	to	understand	the	confusion	about	the	benefits	of	a	revocable	living	trust.	A	living	trust
(also	called	a	revocable	trust	or	revocable	living	trust)	can	be	beneficial	to	a	much	broader	group	of	Americans	than	most	people	expect.

Avoiding	probate	and	retaining	control	over	the	distribution	of	your	assets	are	two	key	benefits	of	using	a	living	trust	as	part	of	your	estate	plan.
GETTY

During	life,	a	living	trust	is	essentially	an	extension	of	yourself	(and	a	spouse	if	you	decide	on	a	joint	trust	).	There	are	no	tax	benefits	during
life	nor	are	there	any	adverse	tax	implications.	However,	at	death,	a	living	trust	can	provide	two	key	benefits	compared	to	owning	assets	not
held	in	trust.

What	happens	to	my	assets	after	I	die?
Before	diving	into	a	discussion	on	the	benefits	of	living	trusts,	it's	important	to	first	understand	what	happens	to	different	types	of	assets	after
someone	dies.	Here's	a	quick,	high-level	summary:

Beneficiary	designation:	Certain	types	of	assets	will	pass	onto	the	beneficiaries	you	name	during	life.	Common	types	of	assets	that
will	pass	via	beneficiary	designation	include	retirement	accounts,	life	insurance,	and	some	pensions	and	annuities.
Joint	owner:	Assets	that	are	owned	jointly	(outside	of	trust)	will	become	the	property	of	the	survivor(s)	after	the	death	of	a	joint	owner.
The	most	common	examples	of	joint	assets	are	real	estate,	bank	and	brokerage	accounts.
Individual	ownership:	Assets	owned	individually	often	mirror	the	examples	above,	though	it	isn't	possible	to	own	every	type	of	asset
jointly.	If	an	asset	is	held	individually,	it's	much	more	likely	to	become	a	probate	asset.	Bank	and	brokerage	accounts	permit	transfer-on-
death	(TOD)	and	payable-on-death	(POD)	elections	to	bypass	probate,	which	is	a	nice	option,	but	it's	not	ideal	for	every	situation.

This	article	is	a	high-level	overview	of	the	various	estate	planning	techniques	and	considerations	when	using	revocable	living	trusts	from	the
perspective	of	a	wealth	advisor	(e.g.	non-attorney).

The	US	has	50	states	-	each	with	their	own	tax	laws	and	estate	planning	opportunities.	Accordingly,	working	with	an	estate	planning	lawyer	in
your	state	is	a	must.	For	example,	in	addition	to	community	property	laws	versus	separate	property	states,	not	every	state	recognizes	the
same	forms	of	ownership	for	jointly	owned,	non-trust	assets.

2	key	benefits	of	living	trusts
Although	there	are	typically	numerous	benefits	of	utilizing	a	revocable	trust,	these	are	the	two	most	common	advantages.

1.	Avoid	probate	(or	at	least	reduce	the	probate	estate)
As	with	many	things	in	finance,	there	are	varying	degrees	of	implications	in	going	to	probate	court.	There	are	plenty	of	ways	this	can	go	wrong
,	but	in	one	of	the	more	common	worst-case	scenarios,	one	spouse	owns	virtually	all	of	the	liquid	assets	(and/or	a	closely-held	business)	in
their	own	name	and	passes	away	first.	This	can	leave	the	survivor	without	funds	to	pay	regular	bills	while	the	probate	estate	is	settled.	One	of
the	benefits	of	a	living	trust	is	the	ability	to	avoid	probate	for	assets	held	in	trust.

In	addition,	probate	will	incur	often-avoidable	expenses	and	attorney	fees.	Depending	on	the	state	and	family	situation,	it	can	take	months	or
years	to	sort	out.	And	assets	that	go	through	probate	court	are	public	record,	which	can	create	a	host	of	other	issues	.	Finally,	a	large,	messy
probate	estate	can	also	be	an	emotional	and	logistical	burden	on	the	surviving	spouse	and	family,	who	frequently	act	as	the	executor	of	the
estate.

Is	a	trust	the	only	way	to	avoid	probate?	Not	necessarily.	As	mentioned	above,	a	TOD/POD	can	avoid	probate	for	bank	and	brokerage	accounts,
as	well	as	joint	ownership	for	other	types	of	assets.

2.	Control	the	distribution	of	your	assets
When	assets	go	through	probate,	the	court	ultimately	decides	who	gets	what.	It	might	end	up	aligning	with	your	wishes,	but	it	also	might	not.	If
the	assets	were	held	in	a	living	trust,	you	could	not	only	avoid	probate	(or	reduce	the	probate	estate),	but	also	control	the	timing	and
distribution	of	the	assets.	And	since	trust	documents	aren't	part	of	the	public	record,	all	this	can	be	done	with	discretion.

Here's	a	simple	example	of	how	to	put	assets	in	a	living	trust:

You	have	a	taxable	brokerage	account	you	own	individually.	You	set	up	a	living	trust	with	an	attorney	and	retitle	the	account	in	the	name	of
your	trust.	When	you	die,	the	person	you	appoint	as	successor	trustee	will	be	legally	responsible	for	distributing	the	assets	in	the	living	trust
according	to	the	terms	you've	specified	in	the	trust	document.

What	are	common	terms	of	a	trust?
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It	depends	on	the	individual	or	couple's	goals,	but	typically,	spouses	arrange	for	varying	levels	of	access	during	the	surviving	partner's	lifetime
with	the	remainder	to	children	or	relatives.	(Limiting	access	can	provide	estate	tax	planning	benefits	for	some).	Individuals	might	also	decide
(at	the	death	of	the	first	and/or	second	spouse)	to	leave	assets	or	money	to	other	family	-	aging	parents,	children	from	a	different	relationship,
relatives,	friends,	charity,	etc.

A	trust	can	also	help	safeguard	assets	for	minor	children,	provide	for	individuals	with	special	needs,	include	terms	if	the	survivor	remarries,	and
also	identify	a	successor	trustee	in	the	event	of	your	disability,	among	other	things.	In	contrast,	if	assets	go	to	a	spouse	or	heirs	outright,	these
protections	are	lost.

Other	living	trust	benefits
State	estate	tax	planning.	States	have	their	own	estate	tax	laws.	For	example,	the	Massachusetts	estate	tax	exemption	is	currently
$2M	per	person.	And	unlike	the	federal	exemption,	the	amount	isn't	portable.	With	proper	planning	and	legal	support,	a	living	trust	may
help	ensure	the	exemption	is	preserved	in	the	death	of	the	first	spouse.
Equitable	distribution	of	your	assets.	Many	attorneys	construct	trust	language	to	align	with	your	wishes	yet	remain	flexible	enough
to	withstand	time	and	certain	legislative	changes.	This	can	include	formulas	to	reduce	the	risk	one	heir	gets	more	(or	less)	than	intended.
Tangible	assets	can	also	be	'poured	over'	the	trust,	sold,	and	then	distributed	in	a	proportion	of	your	choosing.
Flexibility.	A	key	benefit	of	living	trusts	is	that	you	retain	control	over	the	assets	throughout	your	life.	Barring	any	self-imposed
limitations,	during	life,	a	living	trust	can	provide	complete	flexibility	for	investing	and	spending	trust	assets.

Your	estate	plan	should	adapt	to	your	needs	over	time
Your	whole	estate	plan	should	be	kept	up	to	date	and	reflect	your	current	circumstances	and	goals.	A	trust	is	just	one	part	of	an	estate	plan.
People	often	wonder	whether	they	need	a	trust	or	a	will;	often	it's	both,	as	a	trust	cannot	replace	a	will.	Depending	on	your	financial	situation,
legacy	goals,	and	specific	planning	needs,	a	trust	might	only	be	one	tool	in	your	estate	planning	toolbox.	Consider	consulting	an	attorney	to
understand	what	structure	might	be	the	most	beneficial	for	your	objectives.

By	Kristin	McKenna,	Senior	Contributor
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