
Medicare Part A covers costs billed by hospitals or similar 
inpatient or inpatient-like settings, such as some skilled nursing care, 
hospice, and some home-based healthcare. Care provided through 
Part A covers rehabilitative services only and is not a substitute for 
long-term care insurance.

Medicare Part B covers physician fees and outpatient services. !e 
premiums associated with part B are based on your Adjusted Gross 
Income from two years prior (e.g. 2021 premiums are based o" 2019 
returns).

Medicare Part C Advantage Plans are health plan options on the 
open market that include a subsidized premium and are frequently 
o"ered as an HMO-style, comprehensive replacement for 
traditional Medicare.

Medicare Part D covers prescription drug needs in retirement. 

Medicare insurance is the base health bene#t for the vast majority of 
American retirees, but does leave some gaps in coverage for which 
you may ultimately be responsible. Deductibles, copayments, and 
coinsurance can still be costly in the case of an unforeseen medical 
emergency. Medigap insurance is o$en recommended to help #ll the 
aforementioned “gaps” in coverage and may be a worthwhile 
addition to your Medicare plan.  AARP currently estimates that the 
average married couple will spend approximately $225,000 over 20 
years of retirement, and of course we know many clients who spend 
well in excess of that over the years.

Social Security 
For those that qualify for Social Security income, early bene#ts can 
begin at age 62 but will be considerably reduced. For those born 
between 1943-1959, full retirement age is 66 + several months, 
depending on your speci#c birth year. For those born a$er 1960, the 
full retirement age is a %at 67 years old. If distributions are delayed 
until age 70, the monthly bene#t will increase signi#cantly. In 2021, 
the maximum monthly Social Security bene#t for a retiree at 62 
years old is $2,324/month, although at full retirement age of 67 that 
maximum becomes $3,113/month, and if deferred until 70 years 
old, $3,895/month.  O$en overlooked, Social Security income in 
most cases is taxable, at least at the federal level.  Establishing a tax 
withholding prior to receiving your monthly bene#ts can help avoid 
unexpected tax liabilities during #ling season. 

Insurance Policies
Insurance policies that have been retained over the years should 
receive a full review at retirement. !ese policies may include 
life and long-term-care insurance, homeowners, automobile, 
and umbrella insurance.  Knowing your speci#c coverages along 
with what to expect as you age, and importantly, what insurance 
you may no longer need, can give you additional peace of mind 
and security in retirement.

Retirement Account Review
Upon retirement, consolidation of outstanding retirement accounts 
can o"er simplicity and makes for easier accounting when required 
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this emerging #nancial asset.  At its basic level, Bitcoin uses a 
computer ledger for two private parties to “agree” on a set of 
computations and then once that digital “handshake“ is con#rmed 
then an exchange of value can be accomplished, say one party giving 
dollars or other tangible goods, in exchange for Bitcoin. Transaction 
details are recorded on the “blockchain”.  For many, the allure of 
Bitcoin is knowing that the government is not in charge, that there 
will only ever be 21 million Bitcoin in existence, and that because of 
those two facts, there is a level of con#dence regarding privacy and a 
lack of government intrusion and/or in%ating of the monetary 
system.   (BTW, there are dozens of other cryptocurrencies as well, 
Bitcoin is just the most prevalent.)

Although I knew many of the basics of blockchain technology and 
understood it to be an entirely “open-source” code system, I didn't 
quite grasp how Bitcoin wallet addresses and exchanges are used to 
make transactions opaque or nearly impossible to track.  Blockchain 
is a very powerful computational technique and while I am unsure if 
Bitcoin will be the major player in crypto currency or digital 
currency in the future, there's little doubt in my mind that 
blockchain technology will end up being applied in many areas – for 
example, assuring land title in property transactions.

One ongoing issue Bitcoin faces is its volatility, while another is the 
fact that no one entity sponsors or controls Bitcoin and thus any 
hacking or thievery leaves a Bitcoin owner with little or no recourse.  
In addition, the very nature of such a cryptocurrency leads to 
concerns of changing money anonymously with the potential for 
tax evasion, outright fraud or other illegal activities.  To me this 
means that it's far from certain how a central bank or a government 
could even allow an unregulated currency since the taxing authority 
would have little to no view of such transactions, and like it or not, 
we need to pay some level of taxes to fund the government. In fact in 
2020, the IRS included a statement right on the #rst page of Form 
1040 requiring tax payers to disclose any interest in any virtual 
currency. I enjoyed this book immensely, and highly recommend it.  
On a personal note, I wanted to mention that this book was a 
possession of my brother-in-law, Harvey Metz, who recently passed 
away; he was a supremely kind man, a wise soul, and an early adopter 
of all things technological.  RIP Harvey!  

!e Dog Days of Summer
Our Sterling Financial Group family welcomed two new members 
during the summer of 2021: (Le$) Jaxie, a yellow Labrador Retriever, 
joined the Hatch family, along with 12-year old Lab, Flint. (Right) 
Kona, the German Shepherd puppy, joined the Harrison household.

Americans are typically an optimistic lot, yet ‘we’ suddenly turned 
gloomy in August as demonstrated by the University of Michigan 
Consumer Sentiment Survey, dropping more than 13% in August to 
the low for this decade. Moreover this is part of a trend, since going 
back to June the index is o" more than 20%.  Why so gloomy?  !e 
continuing problems related to COVID-19 and the up and down 
rules seem to play a part, but there has to be more.  Our own sense is 
that it is a combination of rising prices which are frequently seen in 
big ticket items like cars or homes, as well as the uncertainty over 
major tax and #nancial policy changes currently being contemplated, 
not to mention ongoing tensions with China, Afghanistan and other 
international cohorts. !e pace of hiring is also slowing, meaning the 
unemployment rate will only improve slowly from here.  As I’ve said 
to many of you that have asked, the economy is extraordinarily 
resilient, but the marketplace is made up of millions of consumers 
making decisions and they just want and need to know what the rules 
will be. Certainty is a big comfort. When tax laws and other 
regulations are unresolved, consumers as well as business start to 
stand still wanting to “see how it all plays out”. While the stock and 
real estate markets have recovered and thrived in this expansion since 
the 2020 lows, there is a sense that maybe some segments may have 
gotten ahead of where fundamentals would dictate; markets may take 
a pause and/or back track a bit.

Americans strive to do better for themselves, their children, families 
and communities. Within the Sterling Financial Group employee 
family, we have clients, friends, and sta" involved in churches, 
schools, conservancies, children’s homes, senior centers, architectural 
heritage, military family support, and hospital volunteering, just to 
name a few.  According to Giving USA’s annual report for 2020, 
American’s gave a record $471 Billion last year, more than a 5% 
increase over the prior year and more than 2.2% of USA total GDP. 
During a global pandemic.  Why?  Because we help people, that is 
what we as Americans do.  We volunteer our time, expertise and 
treasure, to help those in need.  Do we do so perfectly? No.  But just 
as we assisted and rebuilt lives and organizations devastated in the 
9/11 tragedy some 20 years ago, Americans continue to give at twice 
the rate of other countries.  Not because of the tax write-o"s. Because 
it is the right thing to do.  We strive to ful#ll the promise of all the 
good fortune we may have had from the start of our lives, or from 

minimum distributions commence. Furthermore, holistic 
investment planning is more di&cult when accounts are held in 
multiple locations and can o$en create unintentional 
overweight/underweights in investment strategies. Before simply 
initiating a roll over, however, you should review each individual 
plan to ensure that no residual bene#t is lost due to consolidation.

Annuity contracts should also be reviewed, and cash %ow likely 
started early in your retirement. Collecting your periodic bene#t for 
the remainder of your and/or your spouse’s life is a great way to meet 
current cash %ow needs while utilizing the underlying lifetime 
guarantees built into most annuity contracts.  Annuity contracts are 
incredibly complex and should be reviewed thoroughly with your 
investment professional before any signi#cant decisions are made.

Pension
Evaluate all pension options prior to retirement as elections 
must be made before the bene#ts begin. Married or joint 
households that participate in Cal PERS or Cal STERs 
programs should ensure that a designated bene#ciary is 
speci#ed.  We highly recommend that you review bene#ciary 
designations as early as possible as it can drastically a"ect your 
pension estimates. 

As always, the planning process is not meant to be done in a silo.  
We are familiar with and have reviewed a multitude of policies, 
contracts, and investment structures. !e topics covered here 
are by no means a comprehensive list, but instead serve as a 
thoughtful checklist as you head into retirement. Please reach 
out to discuss any of the topics in greater depth. 

Investment Insights
B Y  B E R K E L E Y  H A R R I S O N ,  C F A

WHY DO I HAVE ANY BONDS IN MY PORTFOLIO?

At the surface, this seems like a reasonable question, given that 
ten-year US Treasury bonds are currently yielding a paltry 1.5%.  At 
that level, bond yields are certainly not keeping up with in%ation, 
especially this year.  Per the Bureau of Labor Statistics, !e Consumer 
Price Index for All Urban Consumers (CPI-U) increased 5.3% over 
the twelve months leading up to 08/31/21; even when removing 
food and energy, this index rose 4.0% over the same period.  

In addition, upward pressures on in%ation may not turn out to be 
“transitory”, as o$en described by the Federal Reserve.  !ere are 
concerns about possible increased nationalism, protracted supply 
chain disruptions and continued #scal policy excesses. If a 
longer-term upward trend in in%ation results, it raises the possibility 
that forward-looking returns for U.S. Government and Investment 
Grade bonds may be zero, or even slightly negative.

Despite the aforementioned concerns, there are many reasons to 
consider including #xed income (i.e. bonds) in a private client 
portfolio: 

INCOME GENERATION 

While US Treasury and Investment Grade Corporate yields have 
reached historically low levels, diversifying into spread products 
such as asset-backed securities, high yield and emerging market debt 
can materially improve overall portfolio yields, as well as expected 

total returns. A diversi#ed, well-constructed #xed income portfolio 
can provide a stable base of income to a client portfolio’s overall return.

BALLAST TO COUNTERACT STOCK MARKET 
VOLATILITY

While stock and bonds can occasionally move in the same direction 
(positive correlation), it tends to hold that economic downturns lead 
to lower interest rates, bolstering #xed income prices at precisely the 
time that stock market returns may be turning negative.

STABLE WITHDRAWAL SOURCE FOR RETIREES

Retirees are o$en making regular, monthly withdrawals from their 
investment accounts to cover living expenses.  Stable, or even slightly 
appreciated #xed income sources are very appealing for withdrawals 
when stock market prices are depressed.

DRY POWDER

Not all clients look upon their portfolios for regular withdrawals.  
During “risk-o" ” moves, investors o$en %ock to safe-haven assets 
and central banks initiate monetary policies designed to lower 
borrowing costs. !is combination tends to simultaneously boost the 
prices for higher quality #xed income assets when equity markets are 
su"ering, creating “dry powder” for reinvesting in out-of-favor assets.

DIVERSIFICATION

By introducing additional asset classes into a stock / bond portfolio, 
most portfolios enjoy a “smoother ride” (lower return volatility).  For 
example, many traditional stock / bond portfolios could bene#t by 
including exposure to real estate, which has generated attractive 
long-term income and appreciation.

Some advisors are recommending that investors “get creative” with 
their portfolios, adding asset classes such as farmland, hedge funds, 
private equity and cryptocurrency to diversify and improve income 
sources.  We recommend that investors approach these more 
“creative” solutions with caution, since they o$en contain additional 
challenges, such as illiquidity.   

Conclusion
While it may no longer make sense to maintain a traditional stock / 
bond portfolio with US government and/or high-quality corporate 
debt, #xed income should not be dismissed out of hand.  Investors 
should work with their advisors to investigate non-traditional bond 
asset classes and methods to improve portfolio yields and expected 
overall returns, without substantially increasing risk.

Book Review
B Y  MICHAEL HATCH ,  CFP® ,  MBA, JD

BITCOIN FOR DUMMIES, A WILEY BRAND
By PRYPTO

Bitcoin and cryptocurrencies are in the news everywhere, and it's not 
surprising that there's o$en partial or misinformation (and 
apprehension) about such a powerful new technology. Bitcoin is now 
a $2 trillion “asset class”, larger than high-yield bonds, thus I thought 
a deeper dive into this topic was warranted. !e Bitcoin for Dummies 
book (published in 2016), o"ers a detailed understanding of the 
basic framework, terminology and resources to track and monitor 

overcoming the hardships and challenges many of you have faced, 
AND, just simply to help because we can.  So in this time of 
uncertainty I am reminded of Warren Bu"et’s comment in his 
shareholder letter: “Never bet against America.”  My belief is that the 
drive, mobility, capital markets, and robust start-up innovation 
community,  not to mention our legal and regulatory framework, 
means that this country’s brightest days are still ahead of us. How else 
can a television show like Shark Tank be near the top of the rating 
charts for 12 years?  Please keep striving to help yourselves, your 
families and your communities to continue getting stronger, and let 
us know if we can assist in any way.

—Best regards, Michael

MICHAEL HATCH, CFP®, MBA, JD

Milestones in Focus
BY KODY BROWN ,  FINANCIAL ANALYST

FINANCIAL PLANNING TIMELINE:  RETIREMENT 

You’ve made it! Congratulations on a long and successful career. 
Goodbye stressors, hello autopilot… right? Not so fast. Retirement 
can be an overwhelming and daunting aspect in one’s life and is not 
to be taken lightly. Questions surrounding healthcare, social 
security, life and long-term care policies, 401(k) rollovers, required 
minimum distributions and overall cash %ow can create “analysis 
paralysis” in even the most #nancially solid households. 

As we walk through the following topics, keep in mind these 
decisions are not to be made in isolation and should be coordinated 
with your #nancial planner to help smooth out the transition into 
your retirement. 

Cash Flow
Having a good perspective and understanding of your monthly or 
annual cash %ow needs and expected sources of income to meet 
those needs will provide you a sound basis for making the decision to 
retire. Knowing which of those expenses are #xed or discretionary, 
how in%ation will impact your expenses and keeping a lid on 
mortgage or other debt will give you con#dence as you transition to 
this stage of life.  Make sure your projections are realistic, allow for 
%exibility, and maintain a cushion to deal with the unexpected 
expenses that seem to come all too !equently.

Healthcare
Medicare bene#t enrollment begins at age 65 and consists of four 
parts: A, B, C, and D. When working past the age of 65, private 
coverages may remain in e"ect; however, some policies or employers 
can mandate that employee policies convert over to Medicare upon 
reaching the age of 65. 
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Medicare Part A covers costs billed by hospitals or similar 
inpatient or inpatient-like settings, such as some skilled nursing care, 
hospice, and some home-based healthcare. Care provided through 
Part A covers rehabilitative services only and is not a substitute for 
long-term care insurance.

Medicare Part B covers physician fees and outpatient services. !e 
premiums associated with part B are based on your Adjusted Gross 
Income from two years prior (e.g. 2021 premiums are based o" 2019 
returns).

Medicare Part C Advantage Plans are health plan options on the 
open market that include a subsidized premium and are frequently 
o"ered as an HMO-style, comprehensive replacement for 
traditional Medicare.

Medicare Part D covers prescription drug needs in retirement. 

Medicare insurance is the base health bene#t for the vast majority of 
American retirees, but does leave some gaps in coverage for which 
you may ultimately be responsible. Deductibles, copayments, and 
coinsurance can still be costly in the case of an unforeseen medical 
emergency. Medigap insurance is o$en recommended to help #ll the 
aforementioned “gaps” in coverage and may be a worthwhile 
addition to your Medicare plan.  AARP currently estimates that the 
average married couple will spend approximately $225,000 over 20 
years of retirement, and of course we know many clients who spend 
well in excess of that over the years.

Social Security 
For those that qualify for Social Security income, early bene#ts can 
begin at age 62 but will be considerably reduced. For those born 
between 1943-1959, full retirement age is 66 + several months, 
depending on your speci#c birth year. For those born a$er 1960, the 
full retirement age is a %at 67 years old. If distributions are delayed 
until age 70, the monthly bene#t will increase signi#cantly. In 2021, 
the maximum monthly Social Security bene#t for a retiree at 62 
years old is $2,324/month, although at full retirement age of 67 that 
maximum becomes $3,113/month, and if deferred until 70 years 
old, $3,895/month.  O$en overlooked, Social Security income in 
most cases is taxable, at least at the federal level.  Establishing a tax 
withholding prior to receiving your monthly bene#ts can help avoid 
unexpected tax liabilities during #ling season. 

Insurance Policies
Insurance policies that have been retained over the years should 
receive a full review at retirement. !ese policies may include 
life and long-term-care insurance, homeowners, automobile, 
and umbrella insurance.  Knowing your speci#c coverages along 
with what to expect as you age, and importantly, what insurance 
you may no longer need, can give you additional peace of mind 
and security in retirement.

Retirement Account Review
Upon retirement, consolidation of outstanding retirement accounts 
can o"er simplicity and makes for easier accounting when required 
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this emerging #nancial asset.  At its basic level, Bitcoin uses a 
computer ledger for two private parties to “agree” on a set of 
computations and then once that digital “handshake“ is con#rmed 
then an exchange of value can be accomplished, say one party giving 
dollars or other tangible goods, in exchange for Bitcoin. Transaction 
details are recorded on the “blockchain”.  For many, the allure of 
Bitcoin is knowing that the government is not in charge, that there 
will only ever be 21 million Bitcoin in existence, and that because of 
those two facts, there is a level of con#dence regarding privacy and a 
lack of government intrusion and/or in%ating of the monetary 
system.   (BTW, there are dozens of other cryptocurrencies as well, 
Bitcoin is just the most prevalent.)

Although I knew many of the basics of blockchain technology and 
understood it to be an entirely “open-source” code system, I didn't 
quite grasp how Bitcoin wallet addresses and exchanges are used to 
make transactions opaque or nearly impossible to track.  Blockchain 
is a very powerful computational technique and while I am unsure if 
Bitcoin will be the major player in crypto currency or digital 
currency in the future, there's little doubt in my mind that 
blockchain technology will end up being applied in many areas – for 
example, assuring land title in property transactions.

One ongoing issue Bitcoin faces is its volatility, while another is the 
fact that no one entity sponsors or controls Bitcoin and thus any 
hacking or thievery leaves a Bitcoin owner with little or no recourse.  
In addition, the very nature of such a cryptocurrency leads to 
concerns of changing money anonymously with the potential for 
tax evasion, outright fraud or other illegal activities.  To me this 
means that it's far from certain how a central bank or a government 
could even allow an unregulated currency since the taxing authority 
would have little to no view of such transactions, and like it or not, 
we need to pay some level of taxes to fund the government. In fact in 
2020, the IRS included a statement right on the #rst page of Form 
1040 requiring tax payers to disclose any interest in any virtual 
currency. I enjoyed this book immensely, and highly recommend it.  
On a personal note, I wanted to mention that this book was a 
possession of my brother-in-law, Harvey Metz, who recently passed 
away; he was a supremely kind man, a wise soul, and an early adopter 
of all things technological.  RIP Harvey!  

!e Dog Days of Summer
Our Sterling Financial Group family welcomed two new members 
during the summer of 2021: (Le$) Jaxie, a yellow Labrador Retriever, 
joined the Hatch family, along with 12-year old Lab, Flint. (Right) 
Kona, the German Shepherd puppy, joined the Harrison household.

Americans are typically an optimistic lot, yet ‘we’ suddenly turned 
gloomy in August as demonstrated by the University of Michigan 
Consumer Sentiment Survey, dropping more than 13% in August to 
the low for this decade. Moreover this is part of a trend, since going 
back to June the index is o" more than 20%.  Why so gloomy?  !e 
continuing problems related to COVID-19 and the up and down 
rules seem to play a part, but there has to be more.  Our own sense is 
that it is a combination of rising prices which are frequently seen in 
big ticket items like cars or homes, as well as the uncertainty over 
major tax and #nancial policy changes currently being contemplated, 
not to mention ongoing tensions with China, Afghanistan and other 
international cohorts. !e pace of hiring is also slowing, meaning the 
unemployment rate will only improve slowly from here.  As I’ve said 
to many of you that have asked, the economy is extraordinarily 
resilient, but the marketplace is made up of millions of consumers 
making decisions and they just want and need to know what the rules 
will be. Certainty is a big comfort. When tax laws and other 
regulations are unresolved, consumers as well as business start to 
stand still wanting to “see how it all plays out”. While the stock and 
real estate markets have recovered and thrived in this expansion since 
the 2020 lows, there is a sense that maybe some segments may have 
gotten ahead of where fundamentals would dictate; markets may take 
a pause and/or back track a bit.

Americans strive to do better for themselves, their children, families 
and communities. Within the Sterling Financial Group employee 
family, we have clients, friends, and sta" involved in churches, 
schools, conservancies, children’s homes, senior centers, architectural 
heritage, military family support, and hospital volunteering, just to 
name a few.  According to Giving USA’s annual report for 2020, 
American’s gave a record $471 Billion last year, more than a 5% 
increase over the prior year and more than 2.2% of USA total GDP. 
During a global pandemic.  Why?  Because we help people, that is 
what we as Americans do.  We volunteer our time, expertise and 
treasure, to help those in need.  Do we do so perfectly? No.  But just 
as we assisted and rebuilt lives and organizations devastated in the 
9/11 tragedy some 20 years ago, Americans continue to give at twice 
the rate of other countries.  Not because of the tax write-o"s. Because 
it is the right thing to do.  We strive to ful#ll the promise of all the 
good fortune we may have had from the start of our lives, or from 

minimum distributions commence. Furthermore, holistic 
investment planning is more di&cult when accounts are held in 
multiple locations and can o$en create unintentional 
overweight/underweights in investment strategies. Before simply 
initiating a roll over, however, you should review each individual 
plan to ensure that no residual bene#t is lost due to consolidation.

Annuity contracts should also be reviewed, and cash %ow likely 
started early in your retirement. Collecting your periodic bene#t for 
the remainder of your and/or your spouse’s life is a great way to meet 
current cash %ow needs while utilizing the underlying lifetime 
guarantees built into most annuity contracts.  Annuity contracts are 
incredibly complex and should be reviewed thoroughly with your 
investment professional before any signi#cant decisions are made.

Pension
Evaluate all pension options prior to retirement as elections 
must be made before the bene#ts begin. Married or joint 
households that participate in Cal PERS or Cal STERs 
programs should ensure that a designated bene#ciary is 
speci#ed.  We highly recommend that you review bene#ciary 
designations as early as possible as it can drastically a"ect your 
pension estimates. 

As always, the planning process is not meant to be done in a silo.  
We are familiar with and have reviewed a multitude of policies, 
contracts, and investment structures. !e topics covered here 
are by no means a comprehensive list, but instead serve as a 
thoughtful checklist as you head into retirement. Please reach 
out to discuss any of the topics in greater depth. 

Investment Insights
B Y  B E R K E L E Y  H A R R I S O N ,  C F A

WHY DO I HAVE ANY BONDS IN MY PORTFOLIO?

At the surface, this seems like a reasonable question, given that 
ten-year US Treasury bonds are currently yielding a paltry 1.5%.  At 
that level, bond yields are certainly not keeping up with in%ation, 
especially this year.  Per the Bureau of Labor Statistics, !e Consumer 
Price Index for All Urban Consumers (CPI-U) increased 5.3% over 
the twelve months leading up to 08/31/21; even when removing 
food and energy, this index rose 4.0% over the same period.  

In addition, upward pressures on in%ation may not turn out to be 
“transitory”, as o$en described by the Federal Reserve.  !ere are 
concerns about possible increased nationalism, protracted supply 
chain disruptions and continued #scal policy excesses. If a 
longer-term upward trend in in%ation results, it raises the possibility 
that forward-looking returns for U.S. Government and Investment 
Grade bonds may be zero, or even slightly negative.

Despite the aforementioned concerns, there are many reasons to 
consider including #xed income (i.e. bonds) in a private client 
portfolio: 

INCOME GENERATION 

While US Treasury and Investment Grade Corporate yields have 
reached historically low levels, diversifying into spread products 
such as asset-backed securities, high yield and emerging market debt 
can materially improve overall portfolio yields, as well as expected 

total returns. A diversi#ed, well-constructed #xed income portfolio 
can provide a stable base of income to a client portfolio’s overall return.

BALLAST TO COUNTERACT STOCK MARKET 
VOLATILITY

While stock and bonds can occasionally move in the same direction 
(positive correlation), it tends to hold that economic downturns lead 
to lower interest rates, bolstering #xed income prices at precisely the 
time that stock market returns may be turning negative.

STABLE WITHDRAWAL SOURCE FOR RETIREES

Retirees are o$en making regular, monthly withdrawals from their 
investment accounts to cover living expenses.  Stable, or even slightly 
appreciated #xed income sources are very appealing for withdrawals 
when stock market prices are depressed.

DRY POWDER

Not all clients look upon their portfolios for regular withdrawals.  
During “risk-o" ” moves, investors o$en %ock to safe-haven assets 
and central banks initiate monetary policies designed to lower 
borrowing costs. !is combination tends to simultaneously boost the 
prices for higher quality #xed income assets when equity markets are 
su"ering, creating “dry powder” for reinvesting in out-of-favor assets.

DIVERSIFICATION

By introducing additional asset classes into a stock / bond portfolio, 
most portfolios enjoy a “smoother ride” (lower return volatility).  For 
example, many traditional stock / bond portfolios could bene#t by 
including exposure to real estate, which has generated attractive 
long-term income and appreciation.

Some advisors are recommending that investors “get creative” with 
their portfolios, adding asset classes such as farmland, hedge funds, 
private equity and cryptocurrency to diversify and improve income 
sources.  We recommend that investors approach these more 
“creative” solutions with caution, since they o$en contain additional 
challenges, such as illiquidity.   

Conclusion
While it may no longer make sense to maintain a traditional stock / 
bond portfolio with US government and/or high-quality corporate 
debt, #xed income should not be dismissed out of hand.  Investors 
should work with their advisors to investigate non-traditional bond 
asset classes and methods to improve portfolio yields and expected 
overall returns, without substantially increasing risk.

Book Review
B Y  MICHAEL HATCH ,  CFP® ,  MBA, JD

BITCOIN FOR DUMMIES, A WILEY BRAND
By PRYPTO

Bitcoin and cryptocurrencies are in the news everywhere, and it's not 
surprising that there's o$en partial or misinformation (and 
apprehension) about such a powerful new technology. Bitcoin is now 
a $2 trillion “asset class”, larger than high-yield bonds, thus I thought 
a deeper dive into this topic was warranted. !e Bitcoin for Dummies 
book (published in 2016), o"ers a detailed understanding of the 
basic framework, terminology and resources to track and monitor 

overcoming the hardships and challenges many of you have faced, 
AND, just simply to help because we can.  So in this time of 
uncertainty I am reminded of Warren Bu"et’s comment in his 
shareholder letter: “Never bet against America.”  My belief is that the 
drive, mobility, capital markets, and robust start-up innovation 
community,  not to mention our legal and regulatory framework, 
means that this country’s brightest days are still ahead of us. How else 
can a television show like Shark Tank be near the top of the rating 
charts for 12 years?  Please keep striving to help yourselves, your 
families and your communities to continue getting stronger, and let 
us know if we can assist in any way.

—Best regards, Michael

MICHAEL HATCH, CFP®, MBA, JD

Milestones in Focus
BY KODY BROWN ,  FINANCIAL ANALYST

FINANCIAL PLANNING TIMELINE:  RETIREMENT 

You’ve made it! Congratulations on a long and successful career. 
Goodbye stressors, hello autopilot… right? Not so fast. Retirement 
can be an overwhelming and daunting aspect in one’s life and is not 
to be taken lightly. Questions surrounding healthcare, social 
security, life and long-term care policies, 401(k) rollovers, required 
minimum distributions and overall cash %ow can create “analysis 
paralysis” in even the most #nancially solid households. 

As we walk through the following topics, keep in mind these 
decisions are not to be made in isolation and should be coordinated 
with your #nancial planner to help smooth out the transition into 
your retirement. 

Cash Flow
Having a good perspective and understanding of your monthly or 
annual cash %ow needs and expected sources of income to meet 
those needs will provide you a sound basis for making the decision to 
retire. Knowing which of those expenses are #xed or discretionary, 
how in%ation will impact your expenses and keeping a lid on 
mortgage or other debt will give you con#dence as you transition to 
this stage of life.  Make sure your projections are realistic, allow for 
%exibility, and maintain a cushion to deal with the unexpected 
expenses that seem to come all too !equently.

Healthcare
Medicare bene#t enrollment begins at age 65 and consists of four 
parts: A, B, C, and D. When working past the age of 65, private 
coverages may remain in e"ect; however, some policies or employers 
can mandate that employee policies convert over to Medicare upon 
reaching the age of 65. 



Medicare Part A covers costs billed by hospitals or similar 
inpatient or inpatient-like settings, such as some skilled nursing care, 
hospice, and some home-based healthcare. Care provided through 
Part A covers rehabilitative services only and is not a substitute for 
long-term care insurance.

Medicare Part B covers physician fees and outpatient services. !e 
premiums associated with part B are based on your Adjusted Gross 
Income from two years prior (e.g. 2021 premiums are based o" 2019 
returns).

Medicare Part C Advantage Plans are health plan options on the 
open market that include a subsidized premium and are frequently 
o"ered as an HMO-style, comprehensive replacement for 
traditional Medicare.

Medicare Part D covers prescription drug needs in retirement. 

Medicare insurance is the base health bene#t for the vast majority of 
American retirees, but does leave some gaps in coverage for which 
you may ultimately be responsible. Deductibles, copayments, and 
coinsurance can still be costly in the case of an unforeseen medical 
emergency. Medigap insurance is o$en recommended to help #ll the 
aforementioned “gaps” in coverage and may be a worthwhile 
addition to your Medicare plan.  AARP currently estimates that the 
average married couple will spend approximately $225,000 over 20 
years of retirement, and of course we know many clients who spend 
well in excess of that over the years.

Social Security 
For those that qualify for Social Security income, early bene#ts can 
begin at age 62 but will be considerably reduced. For those born 
between 1943-1959, full retirement age is 66 + several months, 
depending on your speci#c birth year. For those born a$er 1960, the 
full retirement age is a %at 67 years old. If distributions are delayed 
until age 70, the monthly bene#t will increase signi#cantly. In 2021, 
the maximum monthly Social Security bene#t for a retiree at 62 
years old is $2,324/month, although at full retirement age of 67 that 
maximum becomes $3,113/month, and if deferred until 70 years 
old, $3,895/month.  O$en overlooked, Social Security income in 
most cases is taxable, at least at the federal level.  Establishing a tax 
withholding prior to receiving your monthly bene#ts can help avoid 
unexpected tax liabilities during #ling season. 

Insurance Policies
Insurance policies that have been retained over the years should 
receive a full review at retirement. !ese policies may include 
life and long-term-care insurance, homeowners, automobile, 
and umbrella insurance.  Knowing your speci#c coverages along 
with what to expect as you age, and importantly, what insurance 
you may no longer need, can give you additional peace of mind 
and security in retirement.

Retirement Account Review
Upon retirement, consolidation of outstanding retirement accounts 
can o"er simplicity and makes for easier accounting when required 
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this emerging #nancial asset.  At its basic level, Bitcoin uses a 
computer ledger for two private parties to “agree” on a set of 
computations and then once that digital “handshake“ is con#rmed 
then an exchange of value can be accomplished, say one party giving 
dollars or other tangible goods, in exchange for Bitcoin. Transaction 
details are recorded on the “blockchain”.  For many, the allure of 
Bitcoin is knowing that the government is not in charge, that there 
will only ever be 21 million Bitcoin in existence, and that because of 
those two facts, there is a level of con#dence regarding privacy and a 
lack of government intrusion and/or in%ating of the monetary 
system.   (BTW, there are dozens of other cryptocurrencies as well, 
Bitcoin is just the most prevalent.)

Although I knew many of the basics of blockchain technology and 
understood it to be an entirely “open-source” code system, I didn't 
quite grasp how Bitcoin wallet addresses and exchanges are used to 
make transactions opaque or nearly impossible to track.  Blockchain 
is a very powerful computational technique and while I am unsure if 
Bitcoin will be the major player in crypto currency or digital 
currency in the future, there's little doubt in my mind that 
blockchain technology will end up being applied in many areas – for 
example, assuring land title in property transactions.

One ongoing issue Bitcoin faces is its volatility, while another is the 
fact that no one entity sponsors or controls Bitcoin and thus any 
hacking or thievery leaves a Bitcoin owner with little or no recourse.  
In addition, the very nature of such a cryptocurrency leads to 
concerns of changing money anonymously with the potential for 
tax evasion, outright fraud or other illegal activities.  To me this 
means that it's far from certain how a central bank or a government 
could even allow an unregulated currency since the taxing authority 
would have little to no view of such transactions, and like it or not, 
we need to pay some level of taxes to fund the government. In fact in 
2020, the IRS included a statement right on the #rst page of Form 
1040 requiring tax payers to disclose any interest in any virtual 
currency. I enjoyed this book immensely, and highly recommend it.  
On a personal note, I wanted to mention that this book was a 
possession of my brother-in-law, Harvey Metz, who recently passed 
away; he was a supremely kind man, a wise soul, and an early adopter 
of all things technological.  RIP Harvey!  

!e Dog Days of Summer
Our Sterling Financial Group family welcomed two new members 
during the summer of 2021: (Le$) Jaxie, a yellow Labrador Retriever, 
joined the Hatch family, along with 12-year old Lab, Flint. (Right) 
Kona, the German Shepherd puppy, joined the Harrison household.

Americans are typically an optimistic lot, yet ‘we’ suddenly turned 
gloomy in August as demonstrated by the University of Michigan 
Consumer Sentiment Survey, dropping more than 13% in August to 
the low for this decade. Moreover this is part of a trend, since going 
back to June the index is o" more than 20%.  Why so gloomy?  !e 
continuing problems related to COVID-19 and the up and down 
rules seem to play a part, but there has to be more.  Our own sense is 
that it is a combination of rising prices which are frequently seen in 
big ticket items like cars or homes, as well as the uncertainty over 
major tax and #nancial policy changes currently being contemplated, 
not to mention ongoing tensions with China, Afghanistan and other 
international cohorts. !e pace of hiring is also slowing, meaning the 
unemployment rate will only improve slowly from here.  As I’ve said 
to many of you that have asked, the economy is extraordinarily 
resilient, but the marketplace is made up of millions of consumers 
making decisions and they just want and need to know what the rules 
will be. Certainty is a big comfort. When tax laws and other 
regulations are unresolved, consumers as well as business start to 
stand still wanting to “see how it all plays out”. While the stock and 
real estate markets have recovered and thrived in this expansion since 
the 2020 lows, there is a sense that maybe some segments may have 
gotten ahead of where fundamentals would dictate; markets may take 
a pause and/or back track a bit.

Americans strive to do better for themselves, their children, families 
and communities. Within the Sterling Financial Group employee 
family, we have clients, friends, and sta" involved in churches, 
schools, conservancies, children’s homes, senior centers, architectural 
heritage, military family support, and hospital volunteering, just to 
name a few.  According to Giving USA’s annual report for 2020, 
American’s gave a record $471 Billion last year, more than a 5% 
increase over the prior year and more than 2.2% of USA total GDP. 
During a global pandemic.  Why?  Because we help people, that is 
what we as Americans do.  We volunteer our time, expertise and 
treasure, to help those in need.  Do we do so perfectly? No.  But just 
as we assisted and rebuilt lives and organizations devastated in the 
9/11 tragedy some 20 years ago, Americans continue to give at twice 
the rate of other countries.  Not because of the tax write-o"s. Because 
it is the right thing to do.  We strive to ful#ll the promise of all the 
good fortune we may have had from the start of our lives, or from 

minimum distributions commence. Furthermore, holistic 
investment planning is more di&cult when accounts are held in 
multiple locations and can o$en create unintentional 
overweight/underweights in investment strategies. Before simply 
initiating a roll over, however, you should review each individual 
plan to ensure that no residual bene#t is lost due to consolidation.

Annuity contracts should also be reviewed, and cash %ow likely 
started early in your retirement. Collecting your periodic bene#t for 
the remainder of your and/or your spouse’s life is a great way to meet 
current cash %ow needs while utilizing the underlying lifetime 
guarantees built into most annuity contracts.  Annuity contracts are 
incredibly complex and should be reviewed thoroughly with your 
investment professional before any signi#cant decisions are made.

Pension
Evaluate all pension options prior to retirement as elections 
must be made before the bene#ts begin. Married or joint 
households that participate in Cal PERS or Cal STERs 
programs should ensure that a designated bene#ciary is 
speci#ed.  We highly recommend that you review bene#ciary 
designations as early as possible as it can drastically a"ect your 
pension estimates. 

As always, the planning process is not meant to be done in a silo.  
We are familiar with and have reviewed a multitude of policies, 
contracts, and investment structures. !e topics covered here 
are by no means a comprehensive list, but instead serve as a 
thoughtful checklist as you head into retirement. Please reach 
out to discuss any of the topics in greater depth. 

Investment Insights
B Y  B E R K E L E Y  H A R R I S O N ,  C F A

WHY DO I HAVE ANY BONDS IN MY PORTFOLIO?

At the surface, this seems like a reasonable question, given that 
ten-year US Treasury bonds are currently yielding a paltry 1.5%.  At 
that level, bond yields are certainly not keeping up with in%ation, 
especially this year.  Per the Bureau of Labor Statistics, !e Consumer 
Price Index for All Urban Consumers (CPI-U) increased 5.3% over 
the twelve months leading up to 08/31/21; even when removing 
food and energy, this index rose 4.0% over the same period.  

In addition, upward pressures on in%ation may not turn out to be 
“transitory”, as o$en described by the Federal Reserve.  !ere are 
concerns about possible increased nationalism, protracted supply 
chain disruptions and continued #scal policy excesses. If a 
longer-term upward trend in in%ation results, it raises the possibility 
that forward-looking returns for U.S. Government and Investment 
Grade bonds may be zero, or even slightly negative.

Despite the aforementioned concerns, there are many reasons to 
consider including #xed income (i.e. bonds) in a private client 
portfolio: 

INCOME GENERATION 

While US Treasury and Investment Grade Corporate yields have 
reached historically low levels, diversifying into spread products 
such as asset-backed securities, high yield and emerging market debt 
can materially improve overall portfolio yields, as well as expected 

total returns. A diversi#ed, well-constructed #xed income portfolio 
can provide a stable base of income to a client portfolio’s overall return.

BALLAST TO COUNTERACT STOCK MARKET 
VOLATILITY

While stock and bonds can occasionally move in the same direction 
(positive correlation), it tends to hold that economic downturns lead 
to lower interest rates, bolstering #xed income prices at precisely the 
time that stock market returns may be turning negative.

STABLE WITHDRAWAL SOURCE FOR RETIREES

Retirees are o$en making regular, monthly withdrawals from their 
investment accounts to cover living expenses.  Stable, or even slightly 
appreciated #xed income sources are very appealing for withdrawals 
when stock market prices are depressed.

DRY POWDER

Not all clients look upon their portfolios for regular withdrawals.  
During “risk-o" ” moves, investors o$en %ock to safe-haven assets 
and central banks initiate monetary policies designed to lower 
borrowing costs. !is combination tends to simultaneously boost the 
prices for higher quality #xed income assets when equity markets are 
su"ering, creating “dry powder” for reinvesting in out-of-favor assets.

DIVERSIFICATION

By introducing additional asset classes into a stock / bond portfolio, 
most portfolios enjoy a “smoother ride” (lower return volatility).  For 
example, many traditional stock / bond portfolios could bene#t by 
including exposure to real estate, which has generated attractive 
long-term income and appreciation.

Some advisors are recommending that investors “get creative” with 
their portfolios, adding asset classes such as farmland, hedge funds, 
private equity and cryptocurrency to diversify and improve income 
sources.  We recommend that investors approach these more 
“creative” solutions with caution, since they o$en contain additional 
challenges, such as illiquidity.   

Conclusion
While it may no longer make sense to maintain a traditional stock / 
bond portfolio with US government and/or high-quality corporate 
debt, #xed income should not be dismissed out of hand.  Investors 
should work with their advisors to investigate non-traditional bond 
asset classes and methods to improve portfolio yields and expected 
overall returns, without substantially increasing risk.

Book Review
B Y  MICHAEL HATCH ,  CFP® ,  MBA, JD

BITCOIN FOR DUMMIES, A WILEY BRAND
By PRYPTO

Bitcoin and cryptocurrencies are in the news everywhere, and it's not 
surprising that there's o$en partial or misinformation (and 
apprehension) about such a powerful new technology. Bitcoin is now 
a $2 trillion “asset class”, larger than high-yield bonds, thus I thought 
a deeper dive into this topic was warranted. !e Bitcoin for Dummies 
book (published in 2016), o"ers a detailed understanding of the 
basic framework, terminology and resources to track and monitor 

overcoming the hardships and challenges many of you have faced, 
AND, just simply to help because we can.  So in this time of 
uncertainty I am reminded of Warren Bu"et’s comment in his 
shareholder letter: “Never bet against America.”  My belief is that the 
drive, mobility, capital markets, and robust start-up innovation 
community,  not to mention our legal and regulatory framework, 
means that this country’s brightest days are still ahead of us. How else 
can a television show like Shark Tank be near the top of the rating 
charts for 12 years?  Please keep striving to help yourselves, your 
families and your communities to continue getting stronger, and let 
us know if we can assist in any way.

—Best regards, Michael

MICHAEL HATCH, CFP®, MBA, JD

Milestones in Focus
BY KODY BROWN ,  FINANCIAL ANALYST

FINANCIAL PLANNING TIMELINE:  RETIREMENT 

You’ve made it! Congratulations on a long and successful career. 
Goodbye stressors, hello autopilot… right? Not so fast. Retirement 
can be an overwhelming and daunting aspect in one’s life and is not 
to be taken lightly. Questions surrounding healthcare, social 
security, life and long-term care policies, 401(k) rollovers, required 
minimum distributions and overall cash %ow can create “analysis 
paralysis” in even the most #nancially solid households. 

As we walk through the following topics, keep in mind these 
decisions are not to be made in isolation and should be coordinated 
with your #nancial planner to help smooth out the transition into 
your retirement. 

Cash Flow
Having a good perspective and understanding of your monthly or 
annual cash %ow needs and expected sources of income to meet 
those needs will provide you a sound basis for making the decision to 
retire. Knowing which of those expenses are #xed or discretionary, 
how in%ation will impact your expenses and keeping a lid on 
mortgage or other debt will give you con#dence as you transition to 
this stage of life.  Make sure your projections are realistic, allow for 
%exibility, and maintain a cushion to deal with the unexpected 
expenses that seem to come all too !equently.

Healthcare
Medicare bene#t enrollment begins at age 65 and consists of four 
parts: A, B, C, and D. When working past the age of 65, private 
coverages may remain in e"ect; however, some policies or employers 
can mandate that employee policies convert over to Medicare upon 
reaching the age of 65. 



Medicare Part A covers costs billed by hospitals or similar 
inpatient or inpatient-like settings, such as some skilled nursing care, 
hospice, and some home-based healthcare. Care provided through 
Part A covers rehabilitative services only and is not a substitute for 
long-term care insurance.

Medicare Part B covers physician fees and outpatient services. !e 
premiums associated with part B are based on your Adjusted Gross 
Income from two years prior (e.g. 2021 premiums are based o" 2019 
returns).

Medicare Part C Advantage Plans are health plan options on the 
open market that include a subsidized premium and are frequently 
o"ered as an HMO-style, comprehensive replacement for 
traditional Medicare.

Medicare Part D covers prescription drug needs in retirement. 

Medicare insurance is the base health bene#t for the vast majority of 
American retirees, but does leave some gaps in coverage for which 
you may ultimately be responsible. Deductibles, copayments, and 
coinsurance can still be costly in the case of an unforeseen medical 
emergency. Medigap insurance is o$en recommended to help #ll the 
aforementioned “gaps” in coverage and may be a worthwhile 
addition to your Medicare plan.  AARP currently estimates that the 
average married couple will spend approximately $225,000 over 20 
years of retirement, and of course we know many clients who spend 
well in excess of that over the years.

Social Security 
For those that qualify for Social Security income, early bene#ts can 
begin at age 62 but will be considerably reduced. For those born 
between 1943-1959, full retirement age is 66 + several months, 
depending on your speci#c birth year. For those born a$er 1960, the 
full retirement age is a %at 67 years old. If distributions are delayed 
until age 70, the monthly bene#t will increase signi#cantly. In 2021, 
the maximum monthly Social Security bene#t for a retiree at 62 
years old is $2,324/month, although at full retirement age of 67 that 
maximum becomes $3,113/month, and if deferred until 70 years 
old, $3,895/month.  O$en overlooked, Social Security income in 
most cases is taxable, at least at the federal level.  Establishing a tax 
withholding prior to receiving your monthly bene#ts can help avoid 
unexpected tax liabilities during #ling season. 

Insurance Policies
Insurance policies that have been retained over the years should 
receive a full review at retirement. !ese policies may include 
life and long-term-care insurance, homeowners, automobile, 
and umbrella insurance.  Knowing your speci#c coverages along 
with what to expect as you age, and importantly, what insurance 
you may no longer need, can give you additional peace of mind 
and security in retirement.

Retirement Account Review
Upon retirement, consolidation of outstanding retirement accounts 
can o"er simplicity and makes for easier accounting when required 

225 South Lake Avenue, Suite 600
Pasadena, California 91101

 BUILDING TRUST OVER GENERATIONS™

Speaking of puppies, some interesting facts about the U.S. pet industry:

• !e average puppy costs $1,300, and 80% fall between $500 and $2,500.
• Adopted puppies are more a"ordable, typically costing between $50 and $500.
• U.S. consumers spent nearly $26 billion on pet food from July 2020 to July 2021.
• Pet food prices rose during the pandemic, as increased demand and supply chain strains sent ingredient 
prices up 8% - 20% from June 2020 to June 2021 (vs. 5.4% jump in consumer prices).
 

Interesting Facts
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this emerging #nancial asset.  At its basic level, Bitcoin uses a 
computer ledger for two private parties to “agree” on a set of 
computations and then once that digital “handshake“ is con#rmed 
then an exchange of value can be accomplished, say one party giving 
dollars or other tangible goods, in exchange for Bitcoin. Transaction 
details are recorded on the “blockchain”.  For many, the allure of 
Bitcoin is knowing that the government is not in charge, that there 
will only ever be 21 million Bitcoin in existence, and that because of 
those two facts, there is a level of con#dence regarding privacy and a 
lack of government intrusion and/or in%ating of the monetary 
system.   (BTW, there are dozens of other cryptocurrencies as well, 
Bitcoin is just the most prevalent.)

Although I knew many of the basics of blockchain technology and 
understood it to be an entirely “open-source” code system, I didn't 
quite grasp how Bitcoin wallet addresses and exchanges are used to 
make transactions opaque or nearly impossible to track.  Blockchain 
is a very powerful computational technique and while I am unsure if 
Bitcoin will be the major player in crypto currency or digital 
currency in the future, there's little doubt in my mind that 
blockchain technology will end up being applied in many areas – for 
example, assuring land title in property transactions.

One ongoing issue Bitcoin faces is its volatility, while another is the 
fact that no one entity sponsors or controls Bitcoin and thus any 
hacking or thievery leaves a Bitcoin owner with little or no recourse.  
In addition, the very nature of such a cryptocurrency leads to 
concerns of changing money anonymously with the potential for 
tax evasion, outright fraud or other illegal activities.  To me this 
means that it's far from certain how a central bank or a government 
could even allow an unregulated currency since the taxing authority 
would have little to no view of such transactions, and like it or not, 
we need to pay some level of taxes to fund the government. In fact in 
2020, the IRS included a statement right on the #rst page of Form 
1040 requiring tax payers to disclose any interest in any virtual 
currency. I enjoyed this book immensely, and highly recommend it.  
On a personal note, I wanted to mention that this book was a 
possession of my brother-in-law, Harvey Metz, who recently passed 
away; he was a supremely kind man, a wise soul, and an early adopter 
of all things technological.  RIP Harvey!  

!e Dog Days of Summer
Our Sterling Financial Group family welcomed two new members 
during the summer of 2021: (Le$) Jaxie, a yellow Labrador Retriever, 
joined the Hatch family, along with 12-year old Lab, Flint. (Right) 
Kona, the German Shepherd puppy, joined the Harrison household.

Americans are typically an optimistic lot, yet ‘we’ suddenly turned 
gloomy in August as demonstrated by the University of Michigan 
Consumer Sentiment Survey, dropping more than 13% in August to 
the low for this decade. Moreover this is part of a trend, since going 
back to June the index is o" more than 20%.  Why so gloomy?  !e 
continuing problems related to COVID-19 and the up and down 
rules seem to play a part, but there has to be more.  Our own sense is 
that it is a combination of rising prices which are frequently seen in 
big ticket items like cars or homes, as well as the uncertainty over 
major tax and #nancial policy changes currently being contemplated, 
not to mention ongoing tensions with China, Afghanistan and other 
international cohorts. !e pace of hiring is also slowing, meaning the 
unemployment rate will only improve slowly from here.  As I’ve said 
to many of you that have asked, the economy is extraordinarily 
resilient, but the marketplace is made up of millions of consumers 
making decisions and they just want and need to know what the rules 
will be. Certainty is a big comfort. When tax laws and other 
regulations are unresolved, consumers as well as business start to 
stand still wanting to “see how it all plays out”. While the stock and 
real estate markets have recovered and thrived in this expansion since 
the 2020 lows, there is a sense that maybe some segments may have 
gotten ahead of where fundamentals would dictate; markets may take 
a pause and/or back track a bit.

Americans strive to do better for themselves, their children, families 
and communities. Within the Sterling Financial Group employee 
family, we have clients, friends, and sta" involved in churches, 
schools, conservancies, children’s homes, senior centers, architectural 
heritage, military family support, and hospital volunteering, just to 
name a few.  According to Giving USA’s annual report for 2020, 
American’s gave a record $471 Billion last year, more than a 5% 
increase over the prior year and more than 2.2% of USA total GDP. 
During a global pandemic.  Why?  Because we help people, that is 
what we as Americans do.  We volunteer our time, expertise and 
treasure, to help those in need.  Do we do so perfectly? No.  But just 
as we assisted and rebuilt lives and organizations devastated in the 
9/11 tragedy some 20 years ago, Americans continue to give at twice 
the rate of other countries.  Not because of the tax write-o"s. Because 
it is the right thing to do.  We strive to ful#ll the promise of all the 
good fortune we may have had from the start of our lives, or from 

minimum distributions commence. Furthermore, holistic 
investment planning is more di&cult when accounts are held in 
multiple locations and can o$en create unintentional 
overweight/underweights in investment strategies. Before simply 
initiating a roll over, however, you should review each individual 
plan to ensure that no residual bene#t is lost due to consolidation.

Annuity contracts should also be reviewed, and cash %ow likely 
started early in your retirement. Collecting your periodic bene#t for 
the remainder of your and/or your spouse’s life is a great way to meet 
current cash %ow needs while utilizing the underlying lifetime 
guarantees built into most annuity contracts.  Annuity contracts are 
incredibly complex and should be reviewed thoroughly with your 
investment professional before any signi#cant decisions are made.

Pension
Evaluate all pension options prior to retirement as elections 
must be made before the bene#ts begin. Married or joint 
households that participate in Cal PERS or Cal STERs 
programs should ensure that a designated bene#ciary is 
speci#ed.  We highly recommend that you review bene#ciary 
designations as early as possible as it can drastically a"ect your 
pension estimates. 

As always, the planning process is not meant to be done in a silo.  
We are familiar with and have reviewed a multitude of policies, 
contracts, and investment structures. !e topics covered here 
are by no means a comprehensive list, but instead serve as a 
thoughtful checklist as you head into retirement. Please reach 
out to discuss any of the topics in greater depth. 

Investment Insights
B Y  B E R K E L E Y  H A R R I S O N ,  C F A

WHY DO I HAVE ANY BONDS IN MY PORTFOLIO?

At the surface, this seems like a reasonable question, given that 
ten-year US Treasury bonds are currently yielding a paltry 1.5%.  At 
that level, bond yields are certainly not keeping up with in%ation, 
especially this year.  Per the Bureau of Labor Statistics, !e Consumer 
Price Index for All Urban Consumers (CPI-U) increased 5.3% over 
the twelve months leading up to 08/31/21; even when removing 
food and energy, this index rose 4.0% over the same period.  

In addition, upward pressures on in%ation may not turn out to be 
“transitory”, as o$en described by the Federal Reserve.  !ere are 
concerns about possible increased nationalism, protracted supply 
chain disruptions and continued #scal policy excesses. If a 
longer-term upward trend in in%ation results, it raises the possibility 
that forward-looking returns for U.S. Government and Investment 
Grade bonds may be zero, or even slightly negative.

Despite the aforementioned concerns, there are many reasons to 
consider including #xed income (i.e. bonds) in a private client 
portfolio: 

INCOME GENERATION 

While US Treasury and Investment Grade Corporate yields have 
reached historically low levels, diversifying into spread products 
such as asset-backed securities, high yield and emerging market debt 
can materially improve overall portfolio yields, as well as expected 

total returns. A diversi#ed, well-constructed #xed income portfolio 
can provide a stable base of income to a client portfolio’s overall return.

BALLAST TO COUNTERACT STOCK MARKET 
VOLATILITY

While stock and bonds can occasionally move in the same direction 
(positive correlation), it tends to hold that economic downturns lead 
to lower interest rates, bolstering #xed income prices at precisely the 
time that stock market returns may be turning negative.

STABLE WITHDRAWAL SOURCE FOR RETIREES

Retirees are o$en making regular, monthly withdrawals from their 
investment accounts to cover living expenses.  Stable, or even slightly 
appreciated #xed income sources are very appealing for withdrawals 
when stock market prices are depressed.

DRY POWDER

Not all clients look upon their portfolios for regular withdrawals.  
During “risk-o" ” moves, investors o$en %ock to safe-haven assets 
and central banks initiate monetary policies designed to lower 
borrowing costs. !is combination tends to simultaneously boost the 
prices for higher quality #xed income assets when equity markets are 
su"ering, creating “dry powder” for reinvesting in out-of-favor assets.

DIVERSIFICATION

By introducing additional asset classes into a stock / bond portfolio, 
most portfolios enjoy a “smoother ride” (lower return volatility).  For 
example, many traditional stock / bond portfolios could bene#t by 
including exposure to real estate, which has generated attractive 
long-term income and appreciation.

Some advisors are recommending that investors “get creative” with 
their portfolios, adding asset classes such as farmland, hedge funds, 
private equity and cryptocurrency to diversify and improve income 
sources.  We recommend that investors approach these more 
“creative” solutions with caution, since they o$en contain additional 
challenges, such as illiquidity.   

Conclusion
While it may no longer make sense to maintain a traditional stock / 
bond portfolio with US government and/or high-quality corporate 
debt, #xed income should not be dismissed out of hand.  Investors 
should work with their advisors to investigate non-traditional bond 
asset classes and methods to improve portfolio yields and expected 
overall returns, without substantially increasing risk.

Book Review
B Y  MICHAEL HATCH ,  CFP® ,  MBA, JD

BITCOIN FOR DUMMIES, A WILEY BRAND
By PRYPTO

Bitcoin and cryptocurrencies are in the news everywhere, and it's not 
surprising that there's o$en partial or misinformation (and 
apprehension) about such a powerful new technology. Bitcoin is now 
a $2 trillion “asset class”, larger than high-yield bonds, thus I thought 
a deeper dive into this topic was warranted. !e Bitcoin for Dummies 
book (published in 2016), o"ers a detailed understanding of the 
basic framework, terminology and resources to track and monitor 

overcoming the hardships and challenges many of you have faced, 
AND, just simply to help because we can.  So in this time of 
uncertainty I am reminded of Warren Bu"et’s comment in his 
shareholder letter: “Never bet against America.”  My belief is that the 
drive, mobility, capital markets, and robust start-up innovation 
community,  not to mention our legal and regulatory framework, 
means that this country’s brightest days are still ahead of us. How else 
can a television show like Shark Tank be near the top of the rating 
charts for 12 years?  Please keep striving to help yourselves, your 
families and your communities to continue getting stronger, and let 
us know if we can assist in any way.

—Best regards, Michael

MICHAEL HATCH, CFP®, MBA, JD

Milestones in Focus
BY KODY BROWN ,  FINANCIAL ANALYST

FINANCIAL PLANNING TIMELINE:  RETIREMENT 

You’ve made it! Congratulations on a long and successful career. 
Goodbye stressors, hello autopilot… right? Not so fast. Retirement 
can be an overwhelming and daunting aspect in one’s life and is not 
to be taken lightly. Questions surrounding healthcare, social 
security, life and long-term care policies, 401(k) rollovers, required 
minimum distributions and overall cash %ow can create “analysis 
paralysis” in even the most #nancially solid households. 

As we walk through the following topics, keep in mind these 
decisions are not to be made in isolation and should be coordinated 
with your #nancial planner to help smooth out the transition into 
your retirement. 

Cash Flow
Having a good perspective and understanding of your monthly or 
annual cash %ow needs and expected sources of income to meet 
those needs will provide you a sound basis for making the decision to 
retire. Knowing which of those expenses are #xed or discretionary, 
how in%ation will impact your expenses and keeping a lid on 
mortgage or other debt will give you con#dence as you transition to 
this stage of life.  Make sure your projections are realistic, allow for 
%exibility, and maintain a cushion to deal with the unexpected 
expenses that seem to come all too !equently.

Healthcare
Medicare bene#t enrollment begins at age 65 and consists of four 
parts: A, B, C, and D. When working past the age of 65, private 
coverages may remain in e"ect; however, some policies or employers 
can mandate that employee policies convert over to Medicare upon 
reaching the age of 65. 


