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Passing It On—What I Wish I Knew When I Was 30-Something
The Power of Compounding and Why You Should Start Saving Early

If your 30s and 40s are behind 
you and you are either in retirement 
or close to that new chapter in your 
life, you’ve probably shared many 
stories and memories with your kids 
and grandkids. Have you ever thought 
about what you wish you had known 
at age 30-something that would 
have helped you better prepare for 
financial independence? And, if so, 
have you shared this with your kids or 
grandkids?

People seldom think about 
retirement when they are in their 20s or 
30s; after all, the reflection in the mirror 
every day looks back at them with a 
young and confident smile. However, 
the years will quickly pass by (as you 
well know) and one day retirement will 
happen.

This new series, “Passing It On” is 
designed for you to think about sharing 
things with your kids and grandkids 
related to money and saving for 
retirement—advice and information 
that you wish you had known when 
you were 30-something. The goal is to 
help your kids and grandkids see the 
power of early planning and saving for 
financial independence early in their 
lives.

With the slow extinction of company 
pension plans and the uncertainty of 
Social Security, teaching your children 
and grandkids about how to manage 
their income and encouraging them to 
save for the future is more important 
than ever. Retirement will one day 
happen to them, and they will be 
expected to have saved for their own 
retirement. The sooner they start the 
better.

The most important thing to do is 
to start saving for retirement as soon 
as you can. No matter how small, any 
amount of money you can save when 

you’re young will grow over time and 
help you reach your retirement goal.

Referring to the above chart, 
saving as little as $2,400 per year for 
40 years (age 25–65), results in a nest 
egg of $545,416. Save for 30 years—
starting 10 years later (age 35–65) 
will accumulate $248,159 in savings. 
Save for 10 years (age 25–35) and 
then stop, and the result is just less 
than $297,257. Time, patience, and 
endurance paid off for Chris and 
Lynn as they accumulated almost 
two times more than Bob or Sue!

Time matters, so get started now and 
let the powerful force of compounding 
do the heavy lifting for you. Let us 
know if we can help you set up a plan 
to reach your savings goals.

As a parent, it feels like your 
message to your children can “fall 
on deaf ears.” Let HCM help. Call to 
set up a time for one of our advisors 
to meet with your kids or grandkids 
and we’ll show them what you wish 
you knew at their age to prepare for 
financial independence.
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Why College Savings Plans Are Just As Important As Your Retirement Savings Plans

Source: The College Board’s 2014 Trends in College Pricing Report. 

You’ve seen the numbers, a college education is expensive. 
All those benefits of personal growth, expanded horizons, 
and increased lifetime earning power come at a price—a 
price that increases every year. The average cost of 
attendance for college in the 2014–2015 academic year 
(per year) were:

• $23,410 at a four-year public college for in-state 
students 

• $37,229 at a four-year public college for out-of-
state students 

• $46,272 at a four-year private college

Now let’s see what this looks like over a four-year period:

And this cost consists of more than just tuition. It includes 
five items: Tuition and fees, books and supplies, room and 
board, transportation, and personal expenses.

Why You Should Start Saving Early
Next to buying a home, a college education is the largest 
expenditure most parents will ever make (and perhaps the 
biggest expenditure when more than one child is in the 
family picture). Faced with such a daunting task, you might 
be inclined to ignore the problem and wait until you are more 
financially settled before you start saving. But that could be 
a mistake.

You want to start saving early so you can earn interest, 
dividends, and/or capital gains on as much money as 
possible. And take advantage of the power of compounding—
a topic we discuss a lot at HCM. With a long-term savings 
and investment strategy created using HCM’s tools and 
expertise, you can build both a college and a retirement 
savings plan.

How Much Do You Need to Save?
For many parents, the question of how much they should 
save becomes how much they can afford to save and still 
keep saving for their retirement.

To determine how much you can afford to save for your child’s 
college each month, you will need to prepare a budget and 
examine your monthly income and expenses. The key is to 
start saving early and consistently, and to add to it whenever 
you can from raises, bonuses, or unexpected gifts. 

After you determine how much you can save each month, 
you will need to choose one or more college saving options. 
There are many possibilities for college savings—529 
plans, Coverdell education savings accounts, custodial 
accounts, IRAs, and mutual funds. To help make your nest 
egg grow, you will want to maximize the after-tax return on 
your savings while minimizing risk. Check out our new blog 
at www.hengeholdcapital.com/blog for articles on college 
saving strategies or call Greg Middendorf, who is now a 
Certified College Planning Specialist.

Greg Middendorf Earns Certified College 
Planning Specialist CCPS® Designation

We are pleased to announce 
that Greg Middendorf has 
earned the Certified College 
Planning Specialist (CCPS®) 
designation. Since 2002, the 
CCPS® designation is the 
only college financial planning 

accreditation in the financial industry. The CCPS® 
certification mark identifies college financial planning 
professionals who have met the high standards of 
competency and ethics established and enforced by 
the National Institute of Certified College Planners 
(NICCP).  

If you have children or grandkids in the college saving/
planning stage, it is never too early to start saving. 
Give Greg a call for a free consultation.
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Tax Bracket Management Can Help Maximize Income During Retirement

(continued on page 5)

One of the keys to living your  
Brighter Future™ in retirement is to 
squeeze as much “after-tax fun” as 
possible out of your various income 
sources.

These sources may include divi-
dends, taxable and tax-free interest, 
Social Security, IRA distributions, an-
nuity payments, capital gains, rents, 
part-time work, and so on. In addition, 
these income sources may come from 
fully taxable, partially taxable, or tax-
free sources.

Although those still working gen-
erally have very little control over the 
amount and timing of their income, re-
tirees can often “engineer” a combina-
tion of different types of income from 
different sources and tax environments, 
creating the opportunity to manage 
their income into the lowest possible 
tax brackets, thereby creating the maxi-
mum after-tax income.

For example, if John and Linda file 
a joint return and have taxable in-
come of $74,900 from a job, their 
federal income tax will be $10,312. 
If they have the exact same 
amount of income from qualified 
dividends and capital gains, their 
federal income tax will be zero.

While this result may not seem fair, 
it is a good example of the opportuni-
ties that our tax system creates for tax 
bracket management. The table above 
displays the probable 2015 income tax 
brackets for different types of tax filers.

How Do Tax Brackets Work?
Before looking at strategies for re-

ducing the amount of tax you will owe, it 
is worth reviewing how the tax brackets 
work. 

Here’s an example for married 
couples filing jointly (2015 rates). Let’s 
assume taxable income, after exemp-
tions and deductions, is $175,000. The 
entire $175,000 is not taxed at 28%. It 
is broken down this way:

• Every dollar of taxable income be-
tween $0 and $18,450 is taxed at 
a 10% rate = $1,845

• Every dollar of taxable income 
between $18,451 and $74,900 is 
taxed at 15% = $8,467

• Every dollar of taxable income 
between $74,901 and $151,200 
is taxed at 25% = $19,075

• Every dollar of taxable income 
over $151,200 and up to $175,000 
is taxed at 28% = $6,664

• In total, $36,051 tax is owed on 
taxable income of $175,000

The key to making tax bracket 
management work is to understand the 
following: 

• How the various types of income 
will be taxed

• When to recognize income 
• How to manage income sources 

that you can’t control 
• How and when to take deductions 

so you can optimize between 
itemizing and taking the standard 
deduction

Working with our HCM Tax Bracket 
Analyzer™ and your CPA, we can help 
sort out many of the complications.

Below are two examples illustrat-
ing how to manage tax brackets to 
pay less tax next April 15:

1. Taxable Income More Than $75K 
for Married (Joint) 

If you are normally in the 15% tax 
bracket but find yourself in the 25% tax 
bracket, we want to find ways to drain 
income from that 25% bracket to reduce 
your tax liability.

As an example: 
For a married couple with $85,000 of 
taxable income, the top $10,100 will be 
taxed at 25%. You will pay $2,525 of tax 
on that $10,100 of income.
You may be able to use one or more of 
the following ideas to shift income to a 
lower bracket:

• Rearrange your investments to 
reduce taxable income 

• Take less money from retirement 
accounts 

• Realize capital losses to offset 
capital gains

• For high income earners, make 
deductible contributions to retire-
ment plans 

• Bundle expenses to maximize 
itemized deductions

• Consider accelerating deductions 
from future years to reduce cur-
rent income

2. Taxable Income Less Than $75K 
for Married (Joint) 

If your income may be higher in the fu-
ture, you want to fully utilize the lowest 
brackets. Here are a few ideas you can 
use to your advantage: 

• Fund a Roth IRA
• Use low income years to take IRA 

withdrawals and pay little to no 
tax

• Consider converting your IRA ac-
count, or a portion of it, to a Roth 
IRA

2015 Income Tax Brackets



Upcoming Client Events

HCM Out and About
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We are now hosting quarterly 
events to further our mission of 
educating our clients on topics 
related to retirement and financial 
planning. HCM advisors, along 
with guest speakers who have 
technical expertise in areas such 
as social security, identity theft, 
and healthy lifestyles, will present 
as part of our new educational 
series. 

Mark your calendars for these 
upcoming seminars in 2016. Visit 
our new Events page on the HCM 
website for more information and 

to learn about future events we 
may schedule.

March 16, 2016

“Now I Get It . . . Social Security 
Strategies for Retirement 
Planning”

Guest speaker is Susan Denny, 
Public Affairs Specialist and 

speaker with the Social Security 
Administration.

April 13, 2016 

Spring Market Update and 
Outlook

May 18, 2016 

“Now I Get It . . . Estate 
Planning Essentials and 
Turning Assets into Income” 

Our connection to Cincinnati goes beyond providing 
retirement and wealth planning services to those living 
in the community. We enjoy getting out and about 
supporting local charities. Stay up-to-date on our 
community involvement by visiting our Facebook page.

Walk for Kids 

On Sept 26, we walked to celebrate, honor, and support 
the patients and families of Children’s 
Hospital Medical Center. Here’s our 
team of HCM employees and their 
spouses and kids raising money 
to support the Children’s Hospital 
Medical Center.

Adopt A Class Foundation 

Supporting the mission of AAC, connecting 
businesses with inner-city youth, we are very 
excited to be mentoring a class of 4th graders from 
Westwood School! We will be providing support 
to the teacher and students working on-site in the 
classroom. Visit our Facebook page to stay up-to-
date on the classroom activities.   

Ronald McDonald House Charities 

We will be back at the Ronald McDonald House on 
October 30, making and serving breakfast to the 
over 300 guest families. Cooking, greeting, serving 
and cleaning up—the HCM team helps make a 
difference in the lives of these families.

RSVP to all events by emailing 
Diane@hengeholdcapital.com or 
calling us at 513-598-5120.
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Steve Hengehold, a member of the 
Elder High School Young Alumni Impact 
Board, helped organize an event that 
restored 20 dilapidated lots in Price 
Hill. The Elder Young Alumni Impact 
Board is currently partnering with the 
non-profit Keep Cincinnati Beautiful 
and Cincinnati Mayor Cranley’s 
Private Lot Abatement Program to 
continue the school’s tradition of giving 
back to its community by teaming 
up with residents, businesses, and 
neighborhood groups.

2015 RMD Procedures 
The Client Services team at HCM is 
busy assisting clients (age 70.5 and 
older) with their Required Minimum 
Distributions (RMDs), which must be 
processed before December 31, 2015.

If you are currently taking monthly or 
quarterly distributions, your preferences 
have already been recorded and your 
RMD is already set up for 2015.

If you are accustomed to taking your 
annual RMD in a single distribution and 
you have not yet taken the distribution for 

Tax Bracket Management to Help Maximize Retirement Income  (continued from page 3)

2015 or if your regular distributions will not 
meet your obligations, we will be contacting 
you to schedule your 2015 RMD.

If you have questions about your 
RMD, please call Kathy, Diane, or Laura 
at 513-598-5120.

Elder Young Alumni Organize Community Action

Mike Earns Retirement 
Income Certified Professional 
RICP® Designation
We are pleased to announce that Mike 
has earned the Retirement Income Certi-
fied Professional® designation from The 
American College, Bryn Mawr, PA. The 
RICP® educational curriculum is the most 
complete and comprehensive program 
available to professional financial advi-
sors desiring to help their clients create 
sustainable retirement income plans.

• Structure your portfolio through
proper asset location strategies to
generate qualified dividends that
may be tax free

• Take enough capital gains that
may be received tax free

• Defer deductions to a year when
your income may be higher

Keep an eye on your projected 
Required Minimum Distributions 
(RMDs)

After adding up itemized deductions, 
such as mortgage interest and health-
care expenses, some retirees have 
more deductions than income. In years 
when this occurs, it can be a great op-
portunity to take gains, convert to a Roth 
IRA, withdraw funds from retirement ac-
counts, and pay tax at the 10% or 15% 
rate.

Instead, many retirees often make 
the mistake of following conventional 
wisdom, letting tax deferred accounts 
grow until they are forced to take required 
minimum distributions at age 70½. If 
you wait until age 70½, the required min-
imum distribution may be large enough 
to push you into higher tax brackets. By 
taking IRA withdrawals in years when 
taxable income is low, you can potential-
ly avoid paying an extra 10% to 15% tax 
on withdrawals later down the road.

Below is a summary of the Brighter 
FutureTM tax planning tools HCM can 
use to help you.

Tax Bracket Analyzer™  We will partner 
with your tax preparer to help you man-
age the recognition of your controllable 
income to improve your tax efficiency.

Tax Loss Harvesting System™ We will 
review your investment portfolio to deter-
mine whether or not there is an opportu-
nity to reduce your tax liability by realiz-
ing losses on specific investments.

Tax Location Matrix™ Different tax 
environments generate different tax 
burdens on the same level of income.  
We help you properly locate your assets 
to ensure they are generating income or 
are invested in a manner that generates 
tax efficient after-tax returns. 

Remember, it’s not what you make 
that counts. It is how much you keep that 
matters!



2015 Charitable Contributions
If you plan to make year-end  

charitable contributions of securities  
in your Schwab account, please note the  

deadline below for processing the transfer.

For Gifting of Mutual Funds & Stock, the 
Letter of Authorization must be received 

in our office by the following date:

Monday, November 30, 2015

We Welcome Your Referrals
We value your trust and confidence. We would be honored to provide our wealth management  

services to those you care about, such as your friends, family, neighbors, and business associates.

O f f i c e s
6116 Harrison Avenue
Cincinnati, Ohio 45247
4555 Lake Forest Drive
Cincinnati, Ohio 45242
513.598.5120
877.598.5120 (toll-free)
513.598.2314 (fax)
www.hengeholdcapital.com

A b o u t  U s  .  .  .
When you decide to work with an Advisor to help plan and prepare for your financial future, it is 
important to work with professionals who are willing to take the time necessary to understand 
your situation and help you create solutions uniquely suited to meeting your goals and 
objectives. Your relationship with Hengehold Capital Management LLC is managed on a full-time 
basis by experienced Wealth Advisors. Your Wealth Advisor is always available to answer your 
questions, either in person or by phone. At HCM, we provide goals-based wealth planning and 
investment management services using the top technology, research, and analytical skills of our 
investment professionals. As a fee-only Registered Investment Advisor, our loyalties are always 
aligned with our clients’ best interests. Our goal is to be your most trusted advisor based on 
integrity, knowledge, and personalized service.

This newsletter provides financial and tax information to clients and friends of Hengehold Capital Management LLC. This information should 
not be acted upon without first determining its application to your specific situation. For further details on any article, please contact us.6

The holidays are a special time of year to create 
memories with family and friends. Keeping with our 
holiday tradition, we are happy to treat HCM clients 
and their families to Festival of Lights tickets for the 
2015 holiday season.

Your 2015 Festival of Lights invitations will 
be delivered by email in early November. All of 
the information for reserving your tickets will be 
included in the email.  If you do not have an email 
address, we will send you printed information in 
early November. 

Questions? Contact Sally Bankemper at sally@
hengeholdcapital.com or call 513-598-5120.

2015 Festival of 
Lights Tickets

HCM Makes 2015 Best Places to Work Finalist List

We are thrilled to have been nominated as a finalist for the Business 
Courier’s 2015 Best Places to Work awards. In its 13th year, the program 
recognizes companies that take employee satisfaction to the highest level 
and includes areas such as leadership, team effectiveness, work 
recognition, and benefits.


