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Beyond Your Clinical Career

A Mini-Course for Advocate Aurora

Download today’s slides:
WisMedFinancial.org/Aurora

Mark Ziety, CFP®, AIF®
(608) 442-3750
Mark.Ziety@WisMedFinancial.org
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Disclosures

WisMed Financial, Inc. (“WMF”) is a registered investment advisor offering advisory services in the State of Wl and in other jurisdictions
where exempted. Registration does not imply a certain level of skill or training.

This communication is for informational purposes only and is not intended as tax, accounting or legal advice, as an offer or solicitation of
an offer to buy or sell, or as an endorsement of any company, security, fund, or other securities or non-securities offering. This
communication should not be relied upon as the sole factor in an investment making decision.

Past performance is no indication of future results. Investment in securities involves significant risk and has the potential for partial or
complete loss of funds invested. It should not be assumed that any recommendations made will be profitable or equal the performance
noted in this publication.

The information herein is provided “AS IS” and without warranties of any kind either exrpress or implied. To the fullest extentcl:)ermissible
ursuant to applicable laws, WisMed Financial, Inc. (referred to as “WMF”) disclaims all warranties, express or implied, including, but not

imited to, implied warranties of merchantability, non-infringement, and suitability for a particular purpose.

All opinions and estimates constitute WMF’s judgement as of the date of this communication and are subject to change without notice.
WMF does not warrant that the information will be free from error. The information should not be relied upon for purposes of transacting
securities or other investments. Your use of the information is at your sole risk. Under no circumstances shall WMF be liable for any direct,
indirect, special or consequential damages that result from the use of, or the inability to use, the information provided herein, even if
WMF or a WMF authorized representative has been advised of the possibility of such damages. Information contained herein should not
be considered a solicitation to buy, an offer to sell, or a recommendation of any security in any jurisdiction where such offer, solicitation,
or recommendation would be unlawful or unauthorized.
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Agenda

Are my investments on track for retirement?
> How much to save and in which accounts
o Calculating your retirement income
° Investment strategies and minimizing tax on returns

How much and
which
accountse

2/29/2024
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Savings Rates by Starting Age

Rule of Thumb Calculation

m Low Savings Rate  m High Savings Rate

https://www.schwab.com/learn/story/4-retirement-rules-thumb-explained
Schwab Center for Financial Research, using inflation and return forecasts from Schwab's 2023 Long-Term Capital Market Expectations.

v

Retirement Assets as a Wished Firsneial
Multiple of Gross Income

Rule of Thumb Calculation

30 B5) 40 45 50 55 60 65

—e—Multiple of Gross Income Low —e—Multiple of Gross Income High

https://www.schwab.com/learn/story/4-retirement-rules-thumb-explained
Schwab Center for Financial Research, using inflation and return forecasts from Schwab's 2023 Long-Term Capital Market Expectations.
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How much will you spend?

Annual income at retirement Estimated replacement percentage

<$50,000 80%
$50,000-$80,000 75%
$80,000-$120,000 70%
>$120,000 55%-65%

Fidelity Viewpoints. (2021, Sept. 24). How much will you spend in retirement?. Fidelity.
https://www.fidelity.com/viewpoints/retirement/spending-in-retirement

v
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How much will you spend?

Use your monthly living expenses as a place to start and adjust for...

- Paid off mortgage

- Decrease life and disability insurance
- Increase for possible LTC insurance

- Health insurance costs before/after 65

- Changes to lifestyle

Credit: Pixabay

2/29/2024
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Basic Retirement Calculator

Use 4 F Budget for calculator inputs

Calculate View Report

Your plan is on track. =0

ncie et

Retirement plan inputs: v

Retire at age 60 with 50% of current income
Iinvestment returns, inflation and Social Security: s
7% pre-retirement, 4% in retirement, 2.9% infiation, Include Social Security? Yes
Balance at end of retirement is $1,909,606. A

‘Your plan provides §5,274,876 when you retire. This assumes annual retirement expenses of $270,351 which is 50% of your last year's income of $540,702. This
includes §117,930 per year from Social Security.

$6,000
$5,000

$4,000
3,000
$2.000

31 33 35 37 39 41 43 45 47 49 51 53 S5 57 59 61 63 85 67 €9 V1 73 5 7 79 81 83 85 87 89 61 83 95

isands of Dollars.

g

@ sovings for retroment
@ Wikdeswals for retirement

https://www.dinkytown.net/java/retirement-planner-calculator.html#
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Investing Priority Order

Employer retirement plan to maximum match

Employer retirement plan to contribution maximum

Roth IRA or Backdoor Roth IRA

Health Savings Account (requires high deductible health plan)

Taxable investment account

College savings for children :

2. 3. and 4. can be interchanged depending on personal circumstances

o vk w N




Which Account?
Investing Priority Order
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a. 401(k) / 403(b)

Typical strategy for 2024
Roth contribution {

Pretax or Roth {

Pretax contribution

FEDERAL INCOME TAX

1. Employer retirement plan to maximum match

2. Employer retirement plan to contribution maximum = $23,000 or $30,500 if age 50+ for 2024

i. Pretax contribution = reduces current taxable income, but pay taxes on withdrawals in retirement

ii. Roth contribution = no reduction of current taxable income, but tax-free withdrawals in retirement

b. 457 Deferred Compensation

i. Caution: Non-governmental plans are typically an asset of the employer until paid to the employee. :

TAX RATE MR SINGLE

10% $0 - $23,200 $0-$11,600
12% $23,201 - $94,300 $11,601 - $47,150
22% $94,301 - $201,050 $47,151 - $100,525
24% $201,051 - $383,900 $100.526 - $191.950
32% $383,901 - $487,450 $191,951 - $243,725

$487.451 - $731.200

$243,726 - $609.350

Over $731,200

Over $609,350

Investing Priority Order

v

WisMed Financial

3. Roth IRA or Backdoor Roth IRA

2/29/2024



Account Types

WisMed Financial

v

Tax Deferred

(e

2/29/2024

Traditional, SEP, Non- Roth IRA
& SIMPLE IRA Retirement Roth 401(k)
401(k) Investments Roth 403(b)
403(b) Bank Accounts Roth 457
457 HSA*
HSA \_/ 529
Ordinary Income Ordinary Income No Tax
Tax or Capital Gain Tax

\

WisMed Financial

Roth IRA / Roth 4071 (k)

Pay tax on the seed,

everything else is tax free!
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Roth IRA

30-year-old, maximum contribution yearly, 7% return

=$205,374 tax savings per person!

Roth IRA vs Taxable Account

$800

@ Roth RA 726,806
. Taxable Savings $521,432

$700
$600
$500
$400
$300

Thousands of Dollars

$200
$100

30 32 34 36 38 40 42 44 46 48 50

Your Age

v
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B a C kd OO r Rot h I RA | SINGLE MAGI PHASEOUT $146,000 - $161,000
MFJ MAGI PHASEOUT $230,000 - $240,000

Annual IRA

contribution for

Traditional IRA contributions and conversions
. . each spouse

to Roth IRA are allowed with any income.

Traditional
e ) | Roth IRA

Conversion*

*If you have an existing IRA balance (SIMPLE, SEP, or traditional IRA) an additional step is needed first.

2/29/2024
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Backdoor Roth IRA

“Cream in the coffee”

Each person adds up all IRAs they own
Coffee = pretax dollars

Cream = after-tax dollars (nondeductible dollars, IRA basis)

Check tax return form 8606 for amount of after-tax dollars

OMB No. 1545-0074
Form 8606 Nondeductible IRAs e
Decaiientst N Attach to 2023 Form 1040, 1040-SR, or 1040-NR. 2@23
|m::,a, Fm:nue Sem::w Go to www.irs.gov/Form8606 for instructions and the latest information. gg:ﬁ:""“c?ho_ 48
Name. If married, file a separate form for each spouse required to file 2023 Form 8606. See instructions. | Your social security number
WisMed Financial

Backdoor Roth IRA

Annual IRA
contribution for

During a conversion, proportional each spouse

amount of pretax and after-tax is
converted and tax is owed on pretax

portion. @
) | Roth IRA

Mix of pretax
and after-tax

2/29/2024
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Account Types
After-tax
Tax Deferred ) dollars are @
left behind.
Separate the v v v
f;iagf?eoem Traditional, SEP, Non- Roth IRA
& SIMPLE IRA Retirement Roth 401(k)
401(k) Investments Roth 403(b)
N 403(b) Bank Accounts HSA*
retax dollars
roll from IRA 457 529
to 4xx plan. HSA \_/ \_/
Ordinary Income Ordinary Income No Tax
Tax or Capital Gain Tax
WisMed Financial

Backdoor Roth IRA

Annual IRA
contribution for
each spouse

Traditional IRA no longer holds pretax dollars.

Traditional -
Roth IRA
IRA
Conversion is
now 100%
after-tax

&

2/29/2024
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Tax Reporting — IRA Contribution
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Investors have until April 15th 2024 to
make IRA contribution for 2023.

Therefore, tax form 5498 is mailed in
May 2024 to prepare 2023 tax return.

File 2023 tax return before 5498
arrives, just remember to include the
IRA contribution.

|| CORRECTED (if checked)

province, country, and ZIP or foreign postal code

TRUSTEE'S or ISSUER'S name, street address, city or town, state or

1 IRA contributions (other

OMB No. 1545-0747

2-4,8-10, 13a. and 14a) IRA
s Contribution
Information
2 Rollover contributions
3 Form 5498
3 Roth IRA conversion 4 Recharacterized
amount contbutons Copy B
TRUSTEE'S or ISSUER'S TIN PARTICIPANT'S TIN s 5
5 FWV of sccount 6 Lifs insurance cost included in For
box 1 Participant
$ $
PARTICIPANT'S name Twal | sep ] swee | momiwa [ || This information
8 SEP contributions 9 SIMPLE contributions is being
$ $ i to
Street sddress (inciuding spt. no.) 10 Roth IRA contributions | 11 ¥ checkad, required minimum the IRS.
s aswibution for 2002 J
12a RMD date 12b RMD amount
City or town, state of province, country, and ZIP o foregn postal code 3
13a Postponed/late contrib.  [13b Year |13c Code
$
14a Ropayments 14b Code
$
Account number (see nstructions) 158 FMV of certan spacified | 15b Code(s)
assats
$

Form 5498 (keep for your records)

WWw.irs.Qov/FOrmS498

Department of the Treasury - Intemal Revenue Service

Tax Reporting — Roth Conversion

v

WisMed Financial

1099-R arrives in Jan. for prior year’s
conversions.

Box 2a will show a dollar amount and box
2b checked because the investment

tax dollars.

When tax return form 8606 is calculated,
the taxable amount of the conversion will
be SO.

company doesn’t know your IRA has after-

[ Jvoib [ |CORRECTED
PAYER'S name, street address, city or town, stale or province, 1 Gross distribution OMB No. 1545-0119 Distributions From
country, ZIP or foreign postal code, and telephone no. Pensions, Annuities,
s Retirement or
Profit-Sharing Plans,
2a Taxable amount IRAs,
s Fom 1099-R Coniraeit, #6s,
2b Taxable amount Tatal Copy 1
not O il
PAYERSTIN RECIPIENT'S TIN 3 Capital gain (included in |4 Federal income tax Stats, Cty,
box 2a) withheid ' a
or Local
Tax Department
S 3
RECIPIENT'S name. 5 Employes contributions/ |6 Net unrealized
Designated Roth appreciation in
contributions or employer's securities
insurance premiums
Street address (including apt. no)) 7 Distribution g 8 Other
codals) e
1] %
City or tawn, state or province, country, and ZIP o foreign postal code (8a Your total [9b
distribution %, s
10 Amount allocable to IRR [ 11 15t year of desig. [ 12 FATGA fiing | 14 State tax withheld 15 State/Payer's state no. 16 State distribution
within 5 years Acth contrib, requirement &
3 3
Account number (see instructions) 13 Dateof |17 Local tax withheld 18 Name of locality 19 Local distribution
payment s
i H

Form 1099-R

owewrirs.govw/Fom1099R

Department of the Treasury - Intemal Revenue Senvice

2/29/2024
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Investing Priority Order

4. Health Savings Account (requires high deductible health plan)

]

v

WisMed Financial

HSA — Triple Tax Advantage

Tax-deductible contribution

$3,850 self or $7,750 family in 2023
o Extra $1,000 age 55+
o Deadline is 4/15/2024 ea

o $4,150 self or $8,300 family in 2024

o Extra $1,000 age 55+

o Deadline is 4/15/2025 a V
Tax-deferred growth .

Tax-free distributions

After age 65, HSA distributions for living expenses 0 0 ‘ "” ’

are taxed exactly like a pretax retirement account.

12



Investing Priority Order
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5. Taxable investment account

]

\

Tax

or Capital Gain Tax

WisMed Financial
Account Types
w wl I@
Traditional, SEP, Non- Roth IRA
& SIMPLE IRA Retirement Roth 401(k)
401(k) Investments Roth 403(b)
403(b) Bank Accounts Roth 457
457 HSA*
Ordinary Income Ordinary Income No Tax

2/29/2024
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Account Types
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Account Title
Individual
Individual TOD
Joint WROS
Joint Tenant in Common
Trust name

Non-
Retirement
Investments
Bank Accounts

S

Ordinary Income
or Capital Gain Tax

Investing Priority Order

v

WisMed Financial

6. College savings for children

]

2/29/2024
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Saving for Kids’ College — How much?

Family formula examples:

- Parents pay full cost regardless of school
- Child expected to pay for some/all to have “skin in the game”
- Parents pay for equivalent of 4 years of a UW system school and child pays for excess

- Start at lower cost community college and transfer to University to finish degree?

- Parents pay if GPA is above x?

v

WisMed Financial

529 College Savings Account

- Owner controls the account. Beneficiary is person with education expenses.

- Beneficiary can be changed to any family member.
- Wl income tax deduction for 2024 up to $4,000 per beneficiary (Edvest 529 only).
- Tax deferred growth

- Tax free distributions for qualified expenses
> 100% of tuition and fees for college, apprenticeships, and up to $10,000 per year for K-12.
> Books and supplies
o Computer and internet
> Room and board

EDVESTszs

Your Partner in Saving for Higher Education

2/29/2024
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529 College Savings Account

What if beneficiary doesn’t need the money? EDV EST

- Beneficiary can be changed to any family member including: 529
° Step Siblings Your Partner in Saving for Higher Education

o niece/nephew and their spouse

o first cousins and their spouse
o future grandchildren

- Distributions equivalent to amount of scholarship is penalty free
- Up to $10,000 can be used to pay student loans

- Distributions for other expenses would incur income tax and 10% penalty, but only on the
growth. Withdrawal of principal is always tax free and penalty free.

B Equity

v

WisMed Financial

529 College Savings Account

Choose your investment mix

Select Your Enrollment Year

Asset Allocation for Enrollment Portfolio:
2036/2037
B 80% Equity Funds
B 20% Fixed Income Funds
B 0% capital Preservation
View Underlying Mutual Funds.

B Fixed Income B Capital Preservation
https://www.edvest.com/research/enrollment-year.php

2/29/2024
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Calculate your

retirement
iIncome

v
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Basic Withdrawal Rates

Success of starting withdrawal rates at three equity percentages

100%

95%
90%
85%
80%
75%
70%
65%
60%
15 Years at 7% 20 Years at 6% 25 Years at 5% 30 Years at 5% 30 Years at 4% 35 Years at 4% 40 Years at 4%
m50% W75% m100%
Adapted from RBC Wealth N t. (2018). inable withdrawal rates in retirement. https://www.rbcwm-usa.com/resources/file-687839.pdf

17
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Sample

EXAMPLE PORTFOLIO SIZE

Spend $100,000 net (approx. $120,00 gross) in ~ $5,000 x 12 mo’s = $60,000 per year
retirement. . .
$60,000 / 4% = $1,500,000 starting portfolio

+$3,000 Social Security
+$2,000 Social Security
+$5,000 Investments

=$10,000 gross per month

v

WisMed Financial

Spending Changes

Real Change in Retirement Spending by Age

3.0%

2.0%

1.0%

0.0%

-1.0%

-2.0%

-3.0%
-4.0%
60 65 70 75 80 85 90

——Spending Change

Adapted from Blanchett, D. (2013, Nov. 5). Estimating the True Cost of Retirement. Morningstar.
https://www.morningstar.com/content/dam/marketing/shared/research, i 77785-Estimating TrueCostRetire pdf

18
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Ways to Increase Spending/Security

Assume Spending Will Decrease, > 4% Initial Safe Withdrawal

Modified Initial Safe Withdrawal

4.8
4.6
4.4
4.2

4
3.8
3.6

Decrease 1% per Year Decrease 1%, 2%, 1%

M Base Amount M Additional Withdrawal

v

WisMed Financial

Ways to Increase Spending/Security

Flexible Spending and Guardrail Rules
Example: Initial portfolio spending of 5% ($5,000 from $100,000 portfolio)

Dynamic Spending Guardrails

Portfolio increases in value: w

$5,000 spending is now 4% of $125,000. 1
Ratchet up spending amount. 10

8
Portfolio decreases in value: e
$5,000 spending is now 6% of $83,333. !
Reduce spending amount (skip increase). z

——Reduce Spending ===Percent Withdrawal ==Increase Spending

2/29/2024
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Guardrail Case Study —single age 74

Safe withdrawal rate = 8.2% from investments plus Social Security

If Balance Then Income

Upper Guardrail: Income increase
$2,424,587

E $22,767
$2356981 t = m s mm e e e e e, e, ——-——— CUTENt = m m e e e e = $21,586

$1,690,732 o

Lower Guardrail: Income decrease

$20,507

Guardrail Case Study —single age 74

— — — 25th Petl — Median 1 — 90t —_

$35,000 —
$30,000
$ 25,000
$20,000
$15,000
$10,000
$5,000
se

0 5 ] 15

Plan Year

20
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Retirement Income Sources

__

Social Security

Pension

Immediate Annuities

“Play” Checks

v

WisMed Financial
Retirement Income Sources

o _

Social Security Bond Interest
Pension Stock Dividends
Immediate Annuities Real Estate (REIT) Distribution
“Play” Checks Master Limited Partnership

Distribution

2/29/2024
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Retirement Income Sources

o

Social Security Bond Interest Capital Gains
Pension Stock Dividends Principal
Immediate Annuities Real Estate (REIT) Distribution
“Play” Checks Master Limited Partnership
Distribution
L r J
Spending Needs Spending Wants

v

WisMed Financial
Retirement Income Sources

$1,000,000 balanced portfolio 60% stocks and 40% bonds = $25,660 dividends and interest

iShares Core S&P Total US Stock Mkt ETF iShares Core US Aggregate Bond ETF

NAV Open Price Bid / Ask/Spread  Volume / Avg NAV Open Price Bid / Ask/Spread  Volume / Avg

111.68 111.35 11050/113.00/ 1.1 Mil/ 1.4 Mil 96.95 91.07 96.60/97.78 / 7.9 Mil /9.3 Mil

2.20% 1.21%
Day Range Year Range SEC Yield @ 12-Month Yield Day Range Year Range SEC Yield @ 12-Month Yield
111.26-111.711 84.35-112.14 1.39% ® 97.01-97.23 91.58-100.98 4.33% ®
. . 1.46% = = 3.14%

Adj. Expense Ratio  Expense Ratio Total Assets Category Adj. Expense Ratio  Expense Ratio Total Assets Category

® 0.030% 52.5 Bl US Fund Large ® 0.030% 101.7 Bil US Fund

0.030% Blend 0.030% Intermediate
Core Bond

2/29/2024
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Social Security

= Qver 2,700 rules

= 567 separate filing strategies
= 96% of people fail to make the optimal claiming decision?

* Missing out on $111,000 of benefits for the average household?

1. Fellowes, Matt, et al. The Retirement Solution Hiding in Plain Sight. United Income, 2019.

v

WisMed Financial
Social Security Estimates

Social Security

https://www.ssa.gov/benefits/calculators/ Benefit Calculators (En espanol)

my Social Security Retirement Estimate

Compare retirement benefit estimates based on your
selected date or age to begin receiving benefits with

retirement estimates for ages 62, Full Retirement Age (FRA),

and 70. You can also input expected future income for

inclusion in the estimate.

2/29/2024
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|#” Plan For Retirement

Your monthly benefit at Full Retirement Age (67) is $3,346.

Use our estimator below to discover the best time for you to file for benefits.

Retirement Age v  Average Future Annual Salary v Include a spouse?
67 S0 Yes

I Your Benefit Yl Spousal Benefit

5000
Early Full Delayed

4000

3000

$¥Month

2000

1000

|#” Plan For Retirement

Your monthly benefit at Full Retirement Age (67) is $3,346. Entering $0 displays your benefits

earned to date.

Use our estimator below to discover the best time

Include a spouse?
Yes

v  Average Future Annual Salary
S0

Retirement Age
67

I Your Benefit Yl Spousal Benefit

5000
Early Full Delayed

4000

3000

$¥Month

2000

1000

2/29/2024
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1000 @ $1500 ) 1
$981 | |
| |
0 : . .
62 67 70
Age
Aug 2040 Jul 2045 Jul 2048
62 g 70
A Estimates Table [® Print/ Save a Copy of Your Estimates
Retirement Age Date Benefit Amount
Age 62 (Early) August 2040  Custom Retirement Benefit (S0 Estimated Annual Earnings) $1,515/ month
Stop working Age 67 (Full) July 2045 Custom Retirement Benefit (S0 Estimated Annual Eamnings) $2.152 / month
Age 70 (Delayed)  July 2048 Custom Retirement Benefit (80 Estimated Annual Earnings) $2,668 / month
Age 62 (Early) August 2040  Benefit as a Spouse ($3,000 Primary Insurance Amount) $981/ month
?:;lejgt T Age 67 (Full) July 2045 Benefit as a Spouse ($3,000 Primary Insurance Amount) $1,500 / month
Age 70 (Delayed) July 2048 Benefit as a Spouse ($3,000 Primary Insurance Amount) $1,500 / month
Age 62 (Early) August 2040  Early Retirement Age (Minimum Benefit) $2,255 / month
Keep working ' age 67 (Full) July 2045 Full Retirement Age (Full Benefit) $3,346 / month
Age 70 (Delayed) July 2048 Delayed Retirement Age (Maximum Benefit) $4,218 / month

v

WisMed Financial
Social Security Benefit

* Start benefits between age 62 and 70

6.67% Reduction per
year for 3 years
before full
retirement age

5% Reduction per
year greater than 3
years before full
retirement age

8% Increase per
year after full
retirement age

Full Retirement Age

“Delayed Retirement Credit”

2/29/2024
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Spousal Benefit

= Start benefits between age 62 and 70

= Non-working or lower earning spouse receives greater of own benefit or 50% of higher earning
spouse’s benefit at full retirement age (FRA)
= Same applies to divorced couples if marriage lasted 10 years or longer and remain unmarried

= Higher earning spouse must be receiving benefit (unless divorced).

= No delayed retirement credits for spousal benefit after full retirement age.

8.33% Reduction per
year for 3 years
before full
retirement age

5% Reduction per
year greater than 3
years before full
retirement age

0% Increase per
year after full
retirement age

Full Retirement Age ]

—

No Delayed Retirement Credits

v

WisMed Financial
Social Security — Survivor Benefit

Social Security Timing ”

0
Delaying the larger Social Security w @

benefit among spouses may be
beneficial since the surviving spouse
keeps the larger of the two benefit
amounts.

* Can start between age 60-70
* Marriage lasted at least 9 months if
married or 10 years if divorced

* If divorced, must be unmarried when O
file, but can remarry and keep benefit @

* Can switch from survivor to own

benefit or spousal benefit between
62-70

2/29/2024
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Social Security and Net Worth
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Social Security Timing
- Age 62 to 70.

It depends.

Starting early provides a higher net worth for
most of retirement but delaying provides
higher guaranteed income after age 70.

- If retire at 62, should you start Social Security at 62 or live off portfolio and start at 70?

Age Net Worth SSat 62 Net Worth SSat 70
61 $ 1,804,196.00 S  1,804,196.00
62 $  1,942,451.00 S  1,910,990.00
70 S 2,472,578.00 S  1,754,928.00
80 S  2,647,125.00 S  2,128,797.00
87 $  2,129,690.00 $  2,071,932.00
88 $  1,997,874.00 S  2,029,389.00

Investment

strategies and
Mminimizing faxes
on returns

2/29/2024
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Many Investors Follow Their Emotions @
WisMed Financial

Buy now, “l don’t
want to miss out.”

Elation

Optimism

Nervousness

E—)

Sell it, “Get me out
before | lose everything.”

Optimism

Following emotions is a lousy strategy!

v

WisMed Financial
“This Time It’s Different” (nope, it isn't)

Growth of a dollar—MSCI| World Index (net dividends), 1970-2022

BusinessWeek: Dow drops Dotcom Subprime
“The Death 23% on Income stock mortgage
$100 of Equities” Black Monday taxrates  crash crisis

rise
Arab oil yox| M

terrorist /m
S o Savings Scare| attacks W‘/‘-’. CO\.;I D-19
. and loan pandemic
Oil prices | Gold hits el ﬂv
quadruple | record high R y U: cn;:mhlet
Husslan Hurricanes P

Eurozone
debtcrisis  Brexit $80

$10 N
financial 5 bottom
S&P 500 US inflation ek Katrina| 5gp
down at 13.5% Pt and Rita| 509 Fiscal
43% currency Iraq down| cliff
crisis war 46% worries
. begins [ ‘
§1 v T ‘ T
1970 1980 1990 2000 2010 2020

In US dolars. MSCI data © MSCI 2023, alrights reserved. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portiolo.
Past performance is no guarantee of fulure results.

28



v

WisMed Financial
Investment strategy

Asset Allocation

Asset Selection

Asset Location

Asset Allocation WisMed Birvancial
Stock Funds vs. Bond Funds
@ indicators @ Comparison | 5 DateRange 1D 5D 1M 3M M VD 1v v SY Max  [dimtel W f Lnew QD &
[ror ssiss [ iuse so0s x C
\| M\fm
/\/ Y
J -
A 7. [ |
// I N\/:I v \ \l ‘NN
' |
|
- I
L
/w P/WI Ul gre
r\!?pxm’amanmmummml;}ummmlﬁr'm 8 ..
w-h“.‘. . = ul :-:H-!mll‘.‘.imn | _nlm:mﬂ.‘.ll‘th IHH:H“\‘i\h“mii\hu‘ﬁ. '--||-|IIH|' I | |

2/29/2024
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Asset Allocation
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Monthly growth of wealth ($1), 1926-2022

$100,000

$10,000

$1.000

$100

$28,668 US Small Cap Index
$11,527 US Large Cap Index

$131 Long-Term
Govt Bonds Index

$22 Treasury Bills
$17 Infiation (CPI)

1968 1979 1590

In US dofrs
US Sl Cap s e CRSP 810 Index: 15 Large Cap s he 5P 500 e SBBIUS LT Govi TR USD. US'
changes intre # Index. GRS

y

SBE U5 30 Day TBR TR USD. US Inlaion s measured 25
13

LG, achtsion of 54P Gicbal
Sasics

Asset Allocation

v

WisMed Financial

60/40

u Small-Cap
mLargeCap

International
m Bonds

90/10

m Smalk-Cap
m Large-Cap
International

m Bonds
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Some of the Bumps

SINGLE SECURITY VIEW A S
SECURITY C
Called the “only free lunch in
finance” by Nobel Prize winner
Harry Markowitz, investing across
multiple asset classes reduces risk

while sacrificing little in expected
returns.

DIVERSIFIED PORTFOLIO VIEW

v

Diversification Smooths Out WisMed Financial

Improving Returns — Efficient Portfolio

v

WisMed Financial

Return X
> Fa ’Capital Market Line

Efficient Frontier

Risk
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Asset Selection

v

WisMed Financial

Target date funds:

Analyst rating a5 of Mar 13, 2020

- Ideal way to start saving

Vanguard Target Retirement 2050 Inv VFIFX dokdedk B vamngss ansiesfstng

—
B u Fund Analysis Performance Risk Price Portiolic People Parent
- All assets with same tax status 2 s Pefmene Sl Peopla | paren
- Years away from spending Portfolic @2 )
- One fund with diversified Asset Allocation Stock Style
portfolio inside Rsset Class long  Cat. Index Wl BE Gun
i 5395 5430 S5 - @ Centroid
US Equity 395 0 5592 0 i
Nor-U.S. Equity 3656 3074 3688 / \ . .
Fixed Income 941 6.20 13 ;9 & ) " ;::S::‘:‘n?zrg; Inv
Other 003 700 004 : a50f 10/31/2020
= L " -
w o am BN
0.08 0.08 003 = W Morningstar Lifetime
o E Mod 2050 TR USD

as of 11/30/2020

Asset Selection

v

WisMed Financial

Using individual funds may be better than target date
funds when:

- Spending investment soon

- Mix of accounts: tax deferred, taxable, tax free

- Varying cash flow (i.e. timing of Social Security)

- Desire for socially responsible or other investments
- Tax sensitivity

- Income generation

2/29/2024
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Improving on Index Investing

v

WisMed Financial

SPDR® S&P 500 ETF Trust SFY

Holdings

Apple Inc
Microsoft Corp
Amazon.com Inc
Facebook Inc A
Alphabet Inc A

Alphabet Inc Class C

Berkshire Hathaway Inc Class

B
Johnson & Johnson
Visa Inc Class A

JPMorgan Chase & Co

% Portfolio
Weight  First Bought

6.34
543 , 2017
438 May02, 2017
223 Dec23 2013
177 Mar 31,2006
174 Apr03,2014
154 Feb28 2010
133 Mar 31,2002
122 Dec31, 2009

121 Mar 31,2002

10 of the 500 companies make up 27.2%

of the entire index!

Innovations in Finance

The Birth of Index Funds

‘Wells Fargo Bank, 1971;
Rex Sinquefield,
American National Bank, 1973

Banks develop the first passive S&P
500 Index funds

A Major Plan First
Commits to Indexing

New York Telephone Company
invests $40 million in an S&P 500
Index fund.

The first major plan to index.
Helps launch the era of indexed
investing

“Fund spokesmen are quick to point
out you can't buy the market
averages. I's time the pubiic could.”

Burton G. Malkiel, A Random Walk
Down Wall Street, 1973 ed.

1971 1972 1973 1974

1975 1976 1977 1978 1979 1980

‘Options Pricing Model

Fischer Black, Robert Merton?, and
Myron Scholes®

Nobel Prize in Economics, 1997

The development of the Options
Pricing Model allows new ways to
segment, quantify, and manage risk.

The model spurs the development of
a market for alternative investments.

Database of Securities Prices
since 1926

Roger Ibbotson® and
Rex Sinquefield,
Stocks, . Bills, and Infiation

An extensive returns database for
multiple asset classes is first
developed and will become one of
the most widely used investment
databases.

The first extensive, empirical basis
for making asset allocation decisions
changes the way investors build
portfolios.

Rolf B:

Analyzed NYSE stocks,
1926-1975.

Finds that, in the long term, small
companies have higher expected
returns than large companies and
behave differently.

1981 1982 1983 1684

Variable Maturity Strategy
Implemented

1985 1986

Eugene F. Fama®

‘With no prediction of interest rates,
Eugene Fama develops a method of
shifting maturities that identifies
optimal positions on the fixed income
yield curve.

“The Information in the Term

Structure,” Journal of Financial
Economics 13, no. 4 (December
1984): 509-28.

Nobel Prize Recognizes
Modemn Finance

Economists who shaped the way we
invest are recognized, emphasizing
the role of science in finance.

William Sharpe for the Capital Asset
Pricing Model.

Harry Markowitz for portfolio theory.
Merton Miller for work on the effect of

firms' capital structure and dividend
policy on their prices.

1987 1988 1989 1990
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and Roberto E. Wessels

markets.

(September 1995): 173-97.

International Size Effect

Steven L. Heston, K. Geert Rouwen

Find evidence of higher average returns to
small companies in twelve international

“The Structure of Interational Stock Retums
and the Integration of Capital Markets,”
Journal of Empirical Finance 2, no. 3

Improved Bond Market Transparency

National Association of Securities

Dealers (NASD) introduces Trade
Reporting and Compliance Engine

(TRACE), which requires the reporting
of US corporate bond trades. This

data greatly improved transparency
in the corporate bond market and
allows researchers to study trading

costs in the US corporate bond market.

Multifactor Asset Pricing Model
and Value Effect

Eugene Fama' and
Kenneth French'

Improves on the single-factor asset
pricing model (CAPM)

Identifies market, size, and “value”
factors in returns

Develops the three-factor asset
pricing model, an invaluable asset
allocation and portfolio analysis tool.

“Common Risk Factors in the Retums
on Stocks and Bonds," Joumal of
Financial Economics 33, no. 1
(February 1993): 3-56.

Inflation-Protected Bonds.

The Treasury conducls the first auction of
Treasury Inflation-Protected Securities
(TIPS), thus allowing US investors to invest
for long periods with minimal default risk and
infiation risk.

Nobel Prize Recognizes
Asset Pricing Research

Three US academics jointly receive
the award for their individual
contributions fo the empirical analysis
of asset prices.

Eugene F. Fama,” Lars Peter Hansen,
and Robert J. Shiller

1991 1992 1993 1994 1995 1996 1997 1998 1989 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Profitability

Eugene F. Fama,’ Kenneth R.
French,' and Robert Novy-Manc

i by ion theory, i
research identifies profitability as a new
dimension of expected returns.

Improving on Index Investing

v

WisMed Financial

Size

companies

Company

small vs. |urge

Relative
Price’

value vs. growth

companies

Drivers of Long-Term Asset Allocation

Profitability?

high vs. low profitability
companies

To be considered
a dimension of
expected return, a
premium must be:

Sensible, Persistent,
Pervasive, Robust,
and Cost-effective
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Historical premiums and returns (annualized): US, Developed ex US, and Emerging Markets

Company Size
Relative performance of
small cap stocks vs.
large cap stocks (%)

Relative Price
Relative performance of
value stocks vs

growth stocks (%)

Profitability

Relative performance of

high profitability stocks vs.
low profitability stocks (%)

US Stocks
1928-2022
1184 9.85
1.98
. -
Small Small Large
minus Large Annuslized Returns
1928-2022
12.52
3.25 ==
Value Value Growth

minus Growth — Annusiized Retums

1084-2022
11.51
3.79 772
High Prof.  High Prol.  Low Prof

minus Low Prof. * Annuaized Retums

Information provided by Dimensicnal Fund Advisors LP.

Past parformance is no guarantes of future results. Actual returns may be lower.
InUSD. The Dimensional and Fama/French Indicss represent academic concapts that may be used in portfolio construction and are not available for direct investment or for use 38 a benchmark. Indax returs are not
representative of actual portiolios and do not reflect costs and fees associated with an actual investment. MSCI indices are gross div. For US stocks, indices are used as follows. Small Cap minus Large Cap: Dmensional US Small
Cap Index mirus the SEP 500 Index. Value minus Growth: Fama/French US Value Research index minus the FamaFrench US Growth Research Index. High Prof minus Low Prof: FamaiFrench US High Profitability index minus the:
FamaFrench US Low Profitability Index. For developed ex US stocks, indices are used as follows. Small Cap minus Large Cap: Dimensional Intemational Small Cap Index minus the MSCI World ex USA Index. Value minus Growth:

FamalFrench Intemational Value Index minus the FamaiFrench intemational Growth Index. High Prof minus Low Prof:

Developed ex US

Markets Stocks
1970-2022
1345
4.54 8.90
Small Small Large
minusLerge  Annuslzed Retums
1075-2022
1262
4.57 8.04
Value Vaiue Growth

minus Growth  aAnnuslized Retums

1061-2022

3.51 664

313

High Prof.  High Prof.  Low Prof.

minus Low Prof. — annugized Retums.

Emerging Markets Stocks

1080-2022
1149
870 —
2.79
Small Small Large
minus Lerge  Annualized Retums
1000-2022
5.02 10.55
553
Velue Value Growth
minus Growth  Annusiized Retums
1991-2022
414  wno

4.56

HighProf. High Prot  Low Prof.
minus Low Prof.  annualized Retumns

= y Index minus the

Low Proftabilty Index. For

Emerging Markets stocks, indices are used as follows. Small Cap minus Large Cap: Dimensional Emerging Markets Small Cap Index minus MSCI Emerging Maskets Index. Value minus Growth: Fama'French Emerging Markels Value
Index minus FamaiFreach Emesging Markats Growth Index. High Prof minus Low Prof: FamaiFrench Emerging Markets High Profitabilty Index minus the Fama/French Emarging Markets Low Profitabdity Index. S8P and SEP/TSX data @

2023 S&P Dow Joras Indices LLC, a dwvision of SEP Gicbal. All rights resesved. MSCI data ® MSCI 2023, all rights reserved. See Index in the ¥ Dimensional and Fama/French index data.
US Markets
WisMed Financial
[ ing Periods: July 2022 Overlapping Periods: July 1926-December 2022

MARKET beat T-BILLS

10-Year
S5-Year 7
1-Year 70% of the time

86% of the time

9% of the time

Market is Fama/Franch Totsl US Market Research Index.
T-Bills is One-Month US Tressury Bills.

There sre 1,039 overiapping 10-yesr periods, 1,099 overiapping S-yesr periads.

and 1,147 overispping 1-yesr periods.

Overiapping Periods: June 1027-December 2022

SMALL beat LARGE

10-Year
5-Year

1-Year

69% of the time

60% of the time

56% of the time

Small is Dimensional US Smell Cap Index.

Large is S&P 500 Index.
There sce 1,028 overiapping 10-year periods, 1,088 overispping 5-yesr pariods, and

1,136 overiapping 1-yesr periods

information provided by Dimensional Fund Advisors LP
p A

VALUE beat GROWTH

60% of the time

10-Year T79% of the time
S.Year 70% of the time
1-Year

Vslue is Fama/French US Value Resesrch Index
Growth is Fama/French US Growth Resesrch Index.
There are 1.030 overiapping 10-yesr periods, 1.099 overapping 5-year periods, and

1.147 overiapping 1-year periods

Overlapping Periods: July 1983-December 2022

HIGH PROFITABILITY beat LOW PROFITABILITY

10-Year

5-Year

1-Year

92% of the time

82% of the time

66% of the time

is Fama/French US High Profitability Index.

Low is FamaiFrench US Low Profitabiity index.
Thara sre 505 overlapping 10-yesr pariods, 855 ovarispping 5-yasr periods, and

703 overlapping 1-year periods.

P chual rotum
In USD. The D nd Fama/French Ind and ilabls fo ot

ive of actual portiolios and and fses assaciatad with an i s listed vestap and
ot indpendent Indices are rot available foe direct investment. Index retums and & and fees associaied with an achual imvesiment. “One-Month Treasury Bils' is the A SBE8I LS

30 Day B TR USD, provided by Momingstar. SEP data © 2023 S&P Dow Jones Indices LLC, 3 division of S&P Gicbal. All Aghts reserved. See “index Descriptions' in the appendix for descripions of Dimensicnal and £ amaiFrench
index data.
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WisMed Financial
Asset Location
Tax Deferred Taxable ,

Traditional IRA Non- Roth IRA
401(k) Retirement Roth 401(k)
403(b) Investments Roth 403(b)

457 Bank Accounts
Ordinary Income Tax Ordinary Income or No Tax
(lower return holdings / tax Capital Gain Tax (high return

inefficient investments) Itax efficient investmentsl investments)

v

WisMed Financial

Thought Experiment

3 accounts with $100,000 each, grow for 10 years.

Fund A, 10% return, capital gain
Fund B, 5% return, ordinary income

Fund C, 5% return, capital gain

Which account should you buy each fund?

2/29/2024
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WisMed Financial
B, 5%, ordinary income C, 5% capital gain A, 10% capital gain
$100,000 $100,000 $100,000
ax Deferred Taxable Tax Free
$162,889 $162,889 $259,374
- $49,306 tax -$12,194 tax - $0 tax
=$113,582 net =$150,695 net =$259,374 net

Wrong location, total net = $487,604

Right location, total net = $523,65

v

WisMed Financial

Improving Returns - Rebalancing

Moderate Portfolio

B Stocks
= Bonds
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WisMed Financial

[™ Interval 1D~ . Line~ ¢ Draw &

@ Indicators & Comparison B Jan01,2020-Mar 31,2020 1D SD 1M 3M 6M YTD 1Y 2Y 5Y Max

IIWV 189.47 | AGG 112.92 X

-5.00%
-10.00%
-15.00%
-20.00%

-25.00%

» , [
" il
|I|||l|III.ll--I|||IIII-||.|.|.|-|||III|I|IIIII |I| I I I
2 7 14 21 28 Feb 7 14 21 Mar 7 14 21 A

v

WisMed Financial
As of March 31, 2020
Moderate Portfolio Outside of 20% relative
bandwidth.
60% stocks +/- 12% =
48% to 72%

W Stocks
= Bonds
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WisMed Financial

® Indicators (& Comparison B3 Jan 01,2020-Mar 31,2020 1D 5D 1M 3M 6M YTD 1Y 2Y 5Y Max ™ interval 1D~ . Linev ¢ Draw & ]
l wv 189.47 | AGG 11202 x /\/’/—'\/\ e 5.00%
/\/-’/—\———\ E i 210
[ -5 ' \/-_,\/ 2 I 0.00%
Sell High ==+
10.00%

Buy Low

|||I| hll”lll |||»
ll!llIlll'-llll'll'lllllll. .l.l.llll llIII

\

WisMed Financial
Minimize Taxes on Returns

Sell Order Accounting Method Security Turnover
FIFO \—— ivi

Buy/sell activity
LIFO Non- Mutual fund capital gain distributions
High Cost Retirement Tax loss harvesting
Low Cost Investments
Long then short term B A CETS
Other

~—

Ordinary Income
or Capital Gain Tax
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WisMed Financial
Tax Loss Harvesting (Taxable Accounts)

Bought ABC stock = $75,000

Short-term gain/loss: <1 year
Current value = $52,000 Long-term gain/loss: >1 year

Unrealized loss = ($23,000)

Sell ABC to realize ($23,000) loss on tax return

Realized gains minus realized losses = Net gain or net loss for tax return

If net loss is more than ($3,000), excess loss is “banked” for future years.

Minimize Taxes on Returns

Wages Qualified Dividends! Municipal Bond Interest

Bond Interest Long Term Capital Gain
Real Estate Dividend

Master Ltd. Partner Dividend

Short Term Capital Gains

Annuity Distribution

Ordinary Dividends

1.TO BE QUALIFIED, DIVIDEND MUST BE PAID BY AN AMERICAN OR QUALIFYING FOREIGN
COUNTRY, CANNOT BE UNQUALIFIED, AND HELD LONGER THAN THE REQUIRED HOLDING PERIOD.

40
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Minimize Taxes on Returns WisMed Financial
Why do Taxes Drop then Rise?

Tax planning with Roth conversions after retirement, before RMD.

Ordinary income tax bracket

oo Retirement at 65

with $2.0MM tax
$400k deferred portfolio.
$200k

$0
81 66 m 76 81 86

® Adjusted taxable income w/ conversion @ Adjusted taxable income w/o conversion

— 10% tax bracket — 12%/15% tax bracket
22%/25% tax bracket — 24%/28% tax bracket

v

WisMed Financial

Why do Taxes Drop then Rise?

Tax planning with Roth conversions after retirement, before age RMD.

Ordinary income tax bracket v Proposed plan v

$600k
Proposed Strategy
Sk $1,245,935 more
tax adjusted ending
$200k portfolio than a taxable, tax
deferred, tax free
withdrawal strategy w/o
$0 conversion

81 66 sl 76 81 88
@ Adjusted taxable income w/ conversion @ Adjusted taxable income w/o conversion

— 10% tax bracket — 12%/15% tax bracket
— 22%/25% tax bracket — 24%/28% tax bracket
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WisMed Financial

Q&A

o Amount to save and which accounts
° Calculating your retirement income
° Investment strategies and minimizing tax on returns

Slides at WisMedFinancial.org/Aurora

@ Mark Ziety, CFP®, AIF®
(608) 442-3750

Wisconsin Medical Society Mark.Ziety@WisMedFinancial.org

"‘ 1‘
-]
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