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saving and lifE Planning

W
e are all unique, so there’s
no such thing as one fi-
nancial plan that will suit

everyone.  But that doesn’t mean
there aren’t some broad guidelines to
fit common situations.  So when it
comes to your savings, here are some
benchmarks to indicate whether
you’re following the right priorities
and are on track for meeting your 
financial goals:

in Your twEntiEs. Typically, this
is the age when you’re likely to have
the lowest income in your working
life, but also the fewest dependent-
related expenses.  At this stage, you

should have two top priorities: First,
you should concentrate on building
an emergency fund equal to three to
six months of living expenses held
in short-term savings vehicles.  

Second, you should begin put-
ting money into an individual 
retirement account (IRA) or 401(k)
retirement plan.  The advantage of
beginning to save for retirement at
this age is time: in a tax-deferred 
account, even relatively small
amounts can grow into significant
assets when you have 35 to 40 years
to harness the power of compound-
ing.  For example, if you contribute

just $2,000 a year to an IRA and it
grows by 8% a year, after 30 years, 
it could be nearly $227,000 and more
than $518,000 after 40 years. this 
example is provided for illustrative 
purposes only and is not meant to 
project the performance of an actual 
investment.

You may have a third priority:
saving for a down payment on a
house.  It’s best if you can accumu-
late 20% of the price of the house to
avoid having to pay private mort-
gage insurance, but whatever you
can accumulate will help keep your
mortgage payments lower.  

in Your thirtiEs and fortiEs. If
you have children, it’s a good idea 
to be saving for their educations.
Consider a tax-advantaged 529 col-
lege savings plan that you can invest
in the stock market. The principle
here is that if you have more than
five years before college bills start
coming due, you can afford to take
some risk to potentially achieve a
higher rate of return than you might
from bonds or other safer invest-
ments.

Now you should begin to in-
crease your contributions to your re-
tirement accounts. The more you can
put aside now the better, as you still
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I
t takes special care to create an
estate plan that efficiently dis-
tributes your assets and meets

your goals for every person and
cause important to you. But no part
of the process means more to most
people than that which involves their
children. After all, for most of us, our
children are our most important
legacy; and how your estate docu-
ments treat them will have an impact
long after you’re gone.

To help organize this process, it
is useful to think of children in three
categories: minors, young adults,

and fully grown adults with spouses
and children of their own.

Minor ChildrEn

Children from infancy through
high school have a different set of
needs than children of other ages.
One is simply to be able to rely on an
income for daily needs that approxi-
mates your income in case you’re no
longer there for them. Since the par-
ents of young children usually don’t
have large savings or net worth, the
challenge is to provide an instant 
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have 25 to 30 years of compounding.
Your emphasis should still be on the
stock market; although by your late
forties, you might consider increas-
ing your bond investments to guard
against losses due to market shocks.

in Your fiftiEs. This is normally
the time when people make their
largest contributions to their retire-
ment accounts because their incomes
are close to the highest of their 
careers; and if they have any chil-
dren, they’re typically out of college
and on their own.  

Federal limits on annual contri-
butions to retirement plans are more
generous at this age, too. For exam-
ple, as of 2016, below age 50 there’s a
ceiling of $5,500 for contributions to
IRAs and $18,000 to 401(k) plans, but
at age 50, those limits increase to
$6,500 and $24,000, respectively.

It takes in-depth calculations to
determine how much your retire-
ment portfolio should be and
whether you’re on track to meet the
accumulated value of the nest egg
you’ll need to retire.  That said, it’s
not unusual for people who are in
their fifties to have accumulated only
about half of what they’ll need by
age 65, yet still be on track for a well-
funded retirement.  (If your account
balances are considerably less than
half of what you’ll need; you might
have some catching up to do, or it
might be necessary to consider retir-
ing at an older age.)

in Your sixtiEs. This is the home
stretch of the period during which
you acquire assets for retirement. As
you enter this decade of your life,
you should still be contributing more
than you ever have to your retire-
ment accounts.  

With less than five years before
you retire, you should consider re-
shaping your portfolio to include
greater percentages of lower-risk 
investments.  

It’s never too early to create or
update your financial plan, so please
feel free to call.     mmm

saving and lifE
Continued from page 1

2

FR2016-0718-0042

finanCial Planning for MarriEd CouPlEs

M
arriage is a partnership.
But sometimes, that part-
nership needs a little

work. Even if you’ve been married
for decades, you may need a re-
fresher course on financial plan-
ning basics. Here are six financial
moves to consider:

start talking — Talking
about money isn’t always fun.
Some couples avoid having conver-
sations about finances because
they’re boring, while others skip
the talk because of money anxiety
or conflicts. But your financial lives
are deeply intertwined. You and
your spouse need to be able to sit
down with each other and talk hon-
estly about your finances. If talking
about finances is hard for you, con-
sider having a monthly check-in,
where you sit down together and
go over important issues. Or, set up
a meeting with a financial advisor.
Having a neutral third party guid-
ing the conversation may make it
easier to talk seriously about your
finances.  

gEt on thE saME PagE — No,
you’re not going to agree on every-
thing money-wise. But when it
comes to major financial moves —
like saving for retirement or man-
aging spending and debt — you
should be roughly on the same
page (or at least in the same chap-
ter). If you’re both working togeth-
er for the same things, you’re much
more likely to get where you want
to be. 

BE willing to CoMProMisE —
Ideally, you and your spouse will
be of one mind when it comes to
money matters; but in reality, you
might not always agree. That’s
where compromise comes in. For
example, you may want to keep
working until age 70 for maximum
financial security, while your
spouse may be dreaming of quit-
ting his/her job at 60. You might
want to meet in the middle by plan-
ning for a retirement that starts at

65 for both of you — a little earlier
than you might like and a little later
than your spouse might prefer. 

Put it in writing — Don’t let
inertia lead you and your spouse 
to skip key financial- and estate-
planning tasks. Even if you want all
your money and personal effects to
go to your spouse, a will is still
helpful in clarifying your wishes
should you die unexpectedly. You
may also want to set up a financial
power of attorney to ensure that
your spouse can make financial de-
cisions on your behalf if you’re in-
capacitated. If you don’t do this,
your spouse may have difficulty
selling stocks or real estate while
you are unable to make decisions
on your own. Meanwhile, a living
will and medical directive can
make it clear to your spouse and
other family and loved ones what
medical interventions you would
want (or not want) if you are seri-
ously ill.

sharE inforMation — If the
worst happens, will your spouse
have the information he/she needs
to keep the household running?
Make sure each of you knows how
to access the bank and investment
accounts — even the accounts for
the household utilities. You each
should also know how to locate im-
portant documents, like insurance
policies, financial records, birth cer-
tificates, and the deed to your
house.  

MEEt with an advisor to-

gEthEr — It’s not unusual for one
spouse to take on a bigger role in
the day-to-day financial-planning
process, either out of choice or ne-
cessity. But even if one spouse takes
a hands-off approach to money,
both of you should still be present
at meetings with your financial ad-
visor. That’s because you’re a team,
and your advisor will be better able
to provide appropriate advice if
he/she can hear from both of you.
mmm
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estate for which life insurance may
be the best answer. 

There are a number of rules of
thumb for how much life insurance
to buy — from four to 10 times your
annual income. The right amount
should be the result of a thorough
needs analysis of your entire family,
which can be accomplished by ask-
ing your spouse and yourself a series
of probing questions, including:

m How much do you already have
saved?

m Will your spouse be able to work
full- or part-time? If so, what will
child care cost?

m Will your children go to public or
private elementary and secondary
schools?

m How much will your children
need in college funds by the time
they’re ready to attend?

m How much will your spouse need
for retirement, and how much of
that will he/she be able to accu-
mulate on his/her own?

After you determine how much
life insurance to buy, you need to
think about who will raise your chil-
dren if you and your spouse both die
before they become adults. This calls
for naming a guardian in both of
your wills. If you don’t have a will, a
state court will appoint a guardian
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for you, and it may not be someone
you or your spouse would have
wanted for this role. In addition, par-
ents might also wish to designate a
person to manage the children’s as-
sets, known as a custodian or trustee.
It can be the same person as the
guardian; but designating an unre-
lated third party, like an attorney,
banker, or trust company officer,
who can be charged with thinking
only of your children’s welfare ap-
peals to some people. 

Among the other major deci-
sions you have to make is whether
and how to split your assets among
your surviving spouse and your chil-
dren and, if you leave some assets di-
rectly to your children, how to deter-
mine the split among them. Often, it
may make sense to leave all or most
of your assets to your spouse and, for
assets you bequeath to your children,
divide them evenly. But this might
overlook such considerations as chil-
dren with certain medical needs or
special abilities.

Young adults

Once children reach the age of
majority — which in most states is 18
— a new set of considerations 
enters the picture. By this age, your
children no longer require a
guardian and are legally capable of
spending their money any way 
they want — and therein lies a poten-
tial problem. You may leave $250,000
for college but instead, your children

decide to waste the money and skip
college.

One way to control how the 
inheritance is spent is to establish a
trust with a schedule for distribu-
tions. One option is to delay a full
distribution until they reach a certain
age, like 25 or 30. Another choice is to
give them a series of partial distribu-
tions at ages that make sense given
what you know about your child.
Another strategy that is becoming in-
creasingly popular is the incentive
trust. This vehicle makes payouts
contingent upon your child’s
achievement of specific accomplish-
ments — like maintaining a certain
grade point average; graduating
from college, graduate, or profes-
sional school; marrying; or buying a
home.

adult ChildrEn

Many of the same kinds of con-
siderations that apply to minors and
young adults can also influence your
decisions on how much money to
leave to your adult children. Do they,
their spouses, or their children have
special medical needs? Have your
adult children fallen on hard times or
are they irresponsible with money
and would only waste it? How many
children do they have, and how
much help will they need to finance
their educations?

If your estate is much larger than
you and your spouse’s combined 
estate-tax exemptions, you might
want to shrink it with an aggressive
campaign of gifts to your children
and grandchildren. On the other
hand, any funds you leave to your
children might encumber them with
estates equally as large as yours 
or larger with the same tax chal-
lenges. In this case, you might want
to transfer some of your assets to a
generation-skipping trust, which by-
passes your children and names your
grandchildren as the beneficiaries.

Don’t go it alone when mulling
over these decisions. Please feel free
to call if you would like to discuss
this in more detail.     mmm
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kEEP saving aftEr rEtirEMEnt

Just because you’re retired doesn’t mean you should
stop saving.  Carefully managing your money and look-
ing for ways to save will help ensure you remain finan-
cially fit during retirement.  Consider these tips:

m ConstruCt a finanCial Plan. Create a financial plan
detailing how much money will be obtained from
what sources and how that income will be spent.  
Review your plan annually to ensure you stay on
course.

m ConsidEr Part-tiME EMPloYMEnt. Especially if you 
retire at a relatively young age, you might want to
work on at least a part-time basis.  However, if you 
receive Social Security benefits and are between the
ages of 62 and full retirement age, you will lose $1 of
benefits for every $2 of earnings above $15,720 in 2016.   

m ContriButE to Your 401(k) Plan or individual

rEtirEMEnt aCCount (ira). If you work after retire-

ment, put some of that money into a 401(k) plan or
IRA.

m trY BEforE You BuY. Want to relocate to another city
or purchase a recreational vehicle to travel around the
country?  Before you buy a home in an unfamiliar city
or purchase an expensive recreational vehicle, try rent-
ing first.

m kEEP dEBt to a MiniMuM. Most consumer loans and
credit cards charge high interest rates that aren’t tax
deductible.  During retirement, that can put a serious
strain on your finances.  If you can’t pay cash, avoid
the purchase.

m look for dEals. Take the time to shop wisely, not just
at stores, but for all purchases.  When was the last time
you compared prices for auto or home insurance?  Can
you find a credit card with lower fees and interest
rates?  When did you last refinance your mortgage?
mmm

Month-end
Indicator Aug-16 Sep-16 Oct-16 Dec-15 Oct-15
Prime rate 3.50 3.50 3.50 3.50 3.25
Money market rate 0.27 0.28 0.27 0.27 0.30
3-month T-bill yield 0.34 0.25 0.35 0.26 0.02
20-year T-bond yield 1.91 2.06 2.17 2.60 2.50
Dow Jones Corp. 2.51 2.57 2.76 3.43 3.30
30-year fixed mortgage 2.88 2.85 3.05 3.58 3.43
GDP (adj. annual rate)# +0.80 +1.40 +2.90 +1.40 +2.00

Month-end                    % Change
Indicator Aug-16 Sep-16 Oct-16 YTD 12 Mon.
Dow Jones Industrials 18400.88 18308.15 18142.42 4.1% 2.7%
Standard & Poor’s 500 2170.95 2168.27 2126.15 4.0% 2.3%
Nasdaq Composite 5213.22 5312.00 5189.13 3.6% 2.7%
Gold 1309.25 1322.50 1272.00 19.7% 11.3%
Consumer price index@ 240.60 240.80 241.40 1.7% -11.9%
Unemployment rate@ 4.90 4.90 5.00 0.0% -2.0%
Index of leading ind.@ 124.30 124.10 124.40 -0.2% 0.9%
# — 1st, 2nd, 3rd quarter   @ —  Jul, Aug, Sep  Sources:  Barron’s, Wall Street Journal

Past performance is not a guarantee of future results.

4-YEAR SUMMARY OF DOW JONES
INDUSTRIAL AVERAGE, 3-MONTH T-BILL & 

20-YEAR TREASURY BOND YIELD
NOVEMBER 2012 TO OCTOBER 2016
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