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EstatE-PlannIng ChECklIst

M
any people unwisely as-
sume that estate planning
is only for the wealthy, in-

advertently causing complications
for families following their death.
Imagine for a second the following
scenarios:

m The assets you leave behind are
not distributed as you assumed
due to an unanticipated family
conflict, and your spouse or 
certain family members are 
excluded.  

m A spouse keeps you on life sup-
port against your prior verbal
wishes.

m Your minor children have no ap-
pointed guardian, and their fu-
ture depends on a court decision.   

m Cherished pets are left for the
pound. 

m Your assets go directly to the 
government.

Contrary to popular belief, es-
tate planning isn’t just about money
or family heirlooms; there is far
more at stake, including the welfare
of your loved ones. As unimaginable
as your sudden demise may seem,
you need a strategy in place. With ap-
propriate planning, your family can
grieve properly without the added
disadvantage of worrying about
complicated financial matters, living
arrangements, unexpected taxes, or
even funeral costs and preparations.
Here are the most important steps
you should take now to protect both
your loved ones and your assets:

1. PrEParE a last WIll: The first
and most imperative step is to have
a last will and testament prepared
specifying the following: 1) Your
heirs; 2) The executor who will im-
plement your instructions; 3) The
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M
any people dream of early
retirement. Unless you re-
ally love your job, who

wouldn’t want to give up the daily
grind in favor of being able to do
what you want with your time, like
traveling, volunteering, pursuing a
new business, or spending more time
with your family? Yet most people
assume early retirement is nothing
more than a pipe dream. They’re
wrong. 

Early retirement is actually an
achievable dream, but it’s not one
that will turn into reality without
careful planning and diligence.
Below, we review some of the things
you need to do if you hope to stop
working before full retirement age. 

savE, thEn savE somE morE.
You’ll need money to live on if you
want to retire early. Having a healthy
nest egg is especially important since
you may stop working before you

are eligible for Social Security. Plus,
your Social Security benefit may be
smaller than it could be if you had
worked longer. While saving 10% or
15% of your income (including your
employer match) might be enough if
you plan to retire at 65, if you want to
quit at age 50 or 55, you might want
to aim for setting aside 25% of your
income — perhaps even more. 

Cut your DEbt. Retiring with
debt is a major challenge. Retiring
early with debt may be a huge mis-
take. If you want to quit working in
your 40s and 50s, you’ll want to elim-
inate your debt, especially liabilities
like auto loans and credit card debt.
Paying off your mortgage early may
also help, though you’ll need to bal-
ance that goal with building your
nest egg. But generally, you’ll want
to cut debt payments as much as 
possible so you can save more. 

Continued on page 3
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designated guardian who will act as
caregiver of your minor children; 
4) The guardian who will manage 
assets you leave to minor children.
Consider working with an estate-
planning attorney to assure this 
essential document is correct, as even
the most insignificant-seeming errors
can alter your will’s intent.

2. namE your DurablE PoWEr

oF attornEy: Don’t confuse this with
the executor of your last will, al-
though you can certainly designate
the same person to serve as both.  A
durable power of attorney is a per-
son you choose to oversee your fi-
nances should you become either
temporarily or permanently incapac-
itated; they’ll manage your bills,
bank deposits, medical benefits, and
insurance when you are unable to do
so. 

3. EstablIsh a lIvIng WIll/
hEalth CarE DIrECtIvEs: Just as you
must consider your inevitable death
and its financial implications, there 
is also the unfortunate chance of be-
coming either temporarily or perma-
nently unable to make your own
medical decisions. In a living will,
you define your medical preferences,
such as whether you wish to remain
on life support. You should also 
designate a health care proxy (also
referred to as a medical surrogate),
who advocates on your behalf to en-
sure that your medical instructions
are carried out. 

4. ChoosE your bEnEFICIarIEs:
Be sure to set up or revise the benefi-
ciaries on your savings and checking
accounts; life insurance policies; re-
tirement plans; and even stocks,

bonds, and brokerage accounts; 
particularly so that they align with
your will.  Understand that because a
named beneficiary on an account will
override your will, people can un-
knowingly disinherit a loved one.
You can prevent these unintended
mishaps by reviewing your benefici-
aries in accordance with your will.

5. FamIlIarIzE yoursElF WIth

EstatE tax laWs: The last thing you
want for your heirs are the unexpect-
ed costs associated with federal and
state estate and inheritance taxes.
While your heirs are not required to
pay income tax on their inheritance,
estate taxes levied against your total
wealth — which occurs prior to any
distributions — could dramatically
impact what your loved ones or cho-
sen charities receive. Careful review
of your assets along with strategic
planning can protect your legacy. 

6. ConsIDEr lIFE InsuranCE: If
you’re married, have minor children,
or even a disabled adult child, life 
insurance is a great way to assure
these loved ones continue to receive
financial support in the event of your
death. Properly structured, benefici-
aries can receive the life insurance
proceeds with no income- or estate-
tax ramifications. You can also 
consider life insurance as a supple-
mental source to help offset any
levied estate taxes. 

7. thInk about FunEral anD

FInal arrangEmEnts: Do you plan
on donating organs? What type of 
funeral service do you envision?
Why burden family with such diffi-
cult decisions when you can plan
ahead by preparing a written docu-
ment specifying instructions for the
disposition of your body and funeral
service preferences? You can even
consider a Totten trust, where a 
specific amount from your assets is 
earmarked for funeral costs. 

8. ProtECt your busInEss: Own-
ing a business can significantly 
complicate your estate, as any 
accrued assets won’t necessarily
transfer to spouses or beneficiaries
without proper directives. Likewise,
if you share a business, make sure

you have an arranged buyout agree-
ment, which among several other
scenarios, plans for the event of your
death.

9. sEt uP a trust: The larger the
value of your estate, the more you
should consider setting up a trust.
Similar to a last will, a trust allows
you to designate financial beneficiar-
ies and even a guardian for your
minor children, with three important
advantages over wills: 1) Assets re-
tained through a trust are not subject
to probate, therefore allowing for
faster distributions to loved ones or
cherished organizations; 2) Unlike
wills, trusts are not considered public
documents, providing the added
benefit of privacy; and 3) You can
place special conditions on your lega-
cy, such as when it’s dispersed and
how it can be spent, which may be
more beneficial for young adult recip-
ients or more irresponsible heirs.

10. storE your DoCumEnts:
Make sure your power of attorney or
executor has quick and convenient
access to your important paperwork:
wills and trusts, life insurance poli-
cies, bank and retirement account
statements, certificates of other as-
sets, mortgage paperwork and real
estate deeds, and debts. The last thing
you want for your family is for an 
important document to go missing. 

Please don’t delay taking these
important precautionary measures.
Even if you’ve already wisely
planned ahead, understand that
births, deaths, divorces, changes in
income, and other recent life devel-
opments can greatly impact the 
estate plan you currently have in
place. To get started on a plan imme-
diately or review your current plan,
please call.     mmm

EstatE PlannIng
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aDjust your lIFEstylE. If you
can live on less, your dream of early
retirement may be more achievable.
On the other hand, if you can’t scale
back your current living expenses,
early retirement may not be feasible. 

Living on less not only means
you’ll be able to save more, but you’ll
also get used to a simpler lifestyle,
which can help you manage costs in
retirement. Even a few simple adjust-
ments can make a big difference. Get
rid of one of your cars (or stop buy-
ing luxury vehicles), dine out less, or
downsize to a smaller house and put
the money you save into your invest-
ments instead. Relocating to a cheap-
er town or city once you retire could
also help your dollars go further. 

gEt your hEalth InsuranCE In

orDEr. If you retire before age 65
and are not eligible for Medicare,
you’ll need to find a way to get
health insurance. You may be able to
retain coverage through your em-
ployer, get coverage through your
spouse if he/she is still working, or
purchase a policy through the health
care exchange or on the open market.
Whatever you do, figure out how
much it will cost (be sure to estimate
how much you’ll spend on copays
and other out-of-pocket costs) and
how you’ll pay for it.

Do a Dry run. Before you give
up a steady paycheck, you need to
make sure you can live on your 
retirement budget. Some experts 
suggest that you and your spouse try
living on your anticipated retirement
budget for several months to see how
it goes. This dry run should give you
an idea of whether you need more
money or can get by on less. If you
find yourself stretched thin or reach-
ing for a credit card to cover expens-
es, you may not be ready to retire.

Do you dream of retiring early?
That goal may be achievable with
proper planning. Please call to dis-
cuss this in more detail.     mmm
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4 rEasons to InvEst In bonDs

W
hile it’s true that invest-
ing in bonds tends to
lack the dramatic highs

(and lows) that come with invest-
ing in stocks, that doesn’t mean
you should ignore the opportuni-
ties bonds present. Here are four
reasons why you might want to
have a portion of your portfolio in
bonds. 

1. bonDs arE a Way to DIvErsI-
Fy your PortFolIo. Many financial
experts recommend diversifying
your portfolio to include a variety
of asset classes, including bonds.
This is a concept known as asset
class diversification. Because vari-
ous asset classes tend to perform
differently at alternate times, you
may be able to create a portfolio
that generates more stable returns
by investing across asset classes.
For example, stocks and bonds
tend to historically move in oppo-
site directions, which means that
owning some of both can help
smooth out the ups and downs in
your portfolio.   

2. bonDs arE (usually) lEss

rIsky than EquItIEs. If you are
looking to decrease risk in your in-
vestment portfolio (such as when
you near retirement), increasing
your allocation to bonds may be
one way to do that. However, keep
in mind that less risky doesn’t
mean risk free. Bond issuers can
default, plus you face what’s
known as inflation risk. Because
bond payments are set in advance
(that’s why they’re known as fixed-
income investments), you may lose
purchasing power due to inflation. 

3. bonDs Can ProvIDE a

stEaDy, PrEDICtablE sourCE oF In-
ComE. Stocks and other invest-
ments are unpredictable — you
don’t know with any certainty how
well a stock might perform in any
given year or even how well certain
types of stocks (like small-cap

stocks or international stocks) will
do. Bonds are a bit different. They
are debt investments, which means
you are essentially agreeing to loan
an entity, like the government or a
corporation, money for a certain
period of time. That entity agrees to
pay you a certain amount of inter-
est (known as the coupon) over the
time they have your money, plus
repay your initial investment when
the bond reaches maturity. That
means unlike some other invest-
ments, you have a pretty good idea
of how much money you’re going
to see from your bond investments
over the years. 

Of course, bonds aren’t risk
free. Bond issuers can default, and
you could experience a loss. That’s
why riskier bond issuers tend to
offer investors higher coupon rates
— their greater risk is compensated
by greater total return. But in gen-
eral, bonds are more predictable in
how much money they generate for
investors than stocks, which is one
reason why they’re so appealing to
retirees. 

4. bonDs Can ProvIDE valu-
ablE tax savIngs. Depending on
the types of bonds you own, you
may be able to save on taxes. While
you’ll pay normal taxes on corpo-
rate bonds, income from Treasury
bonds (which are issued by the U.S.
federal government) is free of state
and local taxes. Then there are mu-
nicipal bonds, or bonds issued by
state and local governments. You
won’t pay federal tax on money
earned on these investments, and
may also be exempt from state and
local taxes. For anyone who is look-
ing to minimize their tax burden,
especially retirees, this can be an
appealing proposition. 

Questions about making bonds
part of your investment strategy?
Please call to discuss this topic in
more detail.     mmm
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your bonD alloCatIon

Your asset allocation mix represents your personal
decisions about how much of your portfolio to allocate to
various investment categories, such as stocks, bonds, and
cash.  As your needs for safety of principal and a steady
income stream become more important, the percentage of
bonds you own is likely to increase.  Here are some tips
when deciding how much to allocate to bonds:

m your rIsk tolEranCE. The advantage of including
both stocks and bonds in your portfolio is that when
one category is declining, the other category will
hopefully help offset this decline. 

m your tImE horIzon. The longer your time horizon for
investing, the more risk you can typically tolerate in
your portfolio, since you have more time to overcome
any significant downturns.  

m your rEturn nEEDs. Your need to emphasize income
or growth is likely to change over your life.  When
your needs for a predictable income stream become

more important, such as when retirement approaches,
you may want to allocate more to bonds.

Once you decide how much to allocate to bonds, you
need to ensure that you diversify within the bond catego-
ry.  There are many ways to diversify, including:

m by maturIty DatEs. You can purchase bonds with
short (three years or less), intermediate (three to 10
years), or long (10 years or longer) terms.

m by IssuEr. You can purchase bonds issued by the fed-
eral government and its agencies, municipalities, cor-
porations, or international issuers.

m by tyPE. There are numerous types of bonds, includ-
ing callable, zero coupon, inflation protected, and high
yield.

Each type of bond has different risks and returns.  If
you’d like help assessing how much to allocate to bonds
and how to diversify that allocation, please call.     mmm
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Month-end
Indicator May-16 Jun-16 Jul-16 Dec-15 Jul-15
Prime rate 3.50 3.50 3.50 3.50 3.25
Money market rate 0.25 0.27 0.26 0.27 0.33
3-month T-bill yield 0.34 0.26 0.32 0.26 0.05
20-year T-bond yield 2.22 1.99 1.90 2.60 2.73
Dow Jones Corp. 2.89 2.78 2.54 3.43 3.31
30-year fixed mortgage 3.17 2.97 2.83 3.58 3.55
GDP (adj. annual rate)# +1.40 +0.80 +1.20 +1.40 +3.90

Month-end                    % Change
Indicator May-16 Jun-16 Jul-16 YTD 12 Mon.
Dow Jones Industrials 17787.20 17929.99 18432.24 5.3% 3.7%
Standard & Poor’s 500 2096.96 2098.86 2173.60 6.3% 3.3%
Nasdaq Composite 4948.05 4842.67 5162.13 3.1% 0.7%
Gold 1212.10 1320.75 1342.00 26.3% 22.2%
Consumer price index@ 239.30 240.20 241.00 1.6% 1.0%
Unemployment rate@ 5.00 4.70 4.90 -2.0% -7.5%
Index of leading ind.@ 123.90 123.30 123.70 -0.7% 0.1%
# — 4th, 1st, 2nd quarter   @ — Apr, May, Jun  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
AUGUST 2012 TO JULY 2016
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