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Does more wealth
lead to more
happiness?
Researchers have
tackled this question
for decades, and
although the results
have differed, one
fact is certain: The
relationship between
money and
happiness--or "well-being," as many
researchers put it--is complicated.

Think before you spend
Advisor with
Oracle Financial Planners, LLC
provides financial planning, socially
responsible investing, retirement
planning, educational planning
and life insurance.

In their book, Happy Money: The Science of
Smarter Spending, Professors Elizabeth Dunn
and Michael Norton summarize their own and
others' research. What they found is that it's not
necessarily how much you make that matters to
overall happiness (although that certainly
contributes), but what you do with your money.
They boiled down the findings to five "key
principles of happy money."
1. Buy Experiences. Investing in memories
can result in a more sustained level of
happiness than buying a bigger house, a more
luxurious car, or other material goods. Buying
the latest technological gadget might elicit the
kind of joy of a child experiences opening a
new toy on the holidays, but just like that new
toy, the gadget loses its novelty with time--a
principle psychologists refer to as "hedonic
adaptation." On the other hand,
experiences--even those that are fleeting or
may initially provoke trepidation, such as hang
gliding--create memories that help foster
prolonged contentment.
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3. Buy Time. According to Dunn and Norton,
individuals should ask themselves the question,
"How will this purchase change the way I use
my time?" For example, will it allow you to
spend more time with your friends or family, or
create more "to-dos" to clog your list? Will it
free you up to participate in more activities you
enjoy? Investing in products or services that
allow you to spend time on the things you love
will lead to greater overall well-being. And, say
the authors, don't fall into the trap of putting a
dollar value on your time, as this leads to
increased stress levels. "Simply feeling like
your time is valuable can make it seem scarce."
4. Pay Now, Consume Later. Paying for a
treat or experience up front, such as event
tickets you buy months in advance, allows you
to benefit from the extended pleasure of eager
anticipation. With all due respect to Tom Petty,
the waiting, it seems, may be the best part.
Conversely, credit cards can be a dangerous,
albeit convenient, financial tool, facilitating a
"consume now, pay later" dynamic. One study
cited in Happy Money found that all 30 people
surveyed underestimated their monthly
credit-card bills by a sizable average of nearly
30%.
5. Invest in Others. Regardless of your
circumstances--wealthy or not, young or
old--research finds that spending money on
others leads to greater happiness than
spending on oneself.

The danger zones

While some experts differ on whether higher
incomes result in greater levels of happiness,
they tend to agree on the following: Increasing
debt levels are detrimental to happiness, and
2. Make It a Treat. While you're investing in
keeping up with the Joneses can lead to a
those experiences, be sure to spread them out general sense of dissatisfaction. Instead,
so they don't become expectations or habits. In actively managing debt while finding ways to
this way, the novelty of each new experience
appreciate what you already have on a
will be fully realized. As the book says,
day-to-day basis may help you make
"Abundance is the enemy of appreciation." This well-thought-out saving and spending choices
is also true with something as simple as a
that support your overall level of well-being.
cappuccino. If you make it a daily ritual, it
becomes a habit. If you instead substitute your
daily coffee once a week with a froth-covered
treat, then it becomes a reward to savor.
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Age-Based Tips for Making the Most of Your Retirement Savings Plan

This hypothetical example
is for illustrative purposes
only. Investment returns will
fluctuate and cannot be
guaranteed.
1

2

All investing involves risk,
including the possible loss
of principal, and there can
be no assurance that any
investment strategy will be
successful. Investments
offering a higher potential
rate of return also involve a
higher level of risk.
3 Asset allocation is a
method used to help
manage investment risk; it
does not guarantee a profit
or protect against a loss.
4 There is no assurance that
working with a financial
professional will improve
your investment results.
5 Withdrawals from your
retirement plan prior to age
59½ (age 55 in the event
you separate from service)
may be subject to regular
income taxes as well as a
10% penalty tax.

No matter what your age, your work-based
retirement savings plan can be a key
component of your overall financial strategy.
Following are some age-based points to
consider when determining how to put your
plan to work for you.

Also, while you're still decades away from
retirement, you may have time to ride out
market swings, so you may still be able to
invest relatively aggressively in your plan. Be
sure to fully reassess your risk tolerance before
making any decisions.2

Just starting out

Reaching your peak earning years

Just starting your first job? Chances are you
face a number of financial challenges. College
loans, rent, and car payments all compete for
your hard-earned paycheck. Can you even
consider contributing to your retirement plan
now? Before you answer, think about this: The
time ahead of you could be your greatest
advantage. Through the power of
compounding--or the ability of investment
returns to earn returns themselves--time can
work for you.

This stage of your career brings both
challenges and opportunities. College bills may
be invading your mailbox. You may have to
take time off unexpectedly to care for yourself
or a family member. And those pesky home
repairs never seem to go away.

On the other hand, with 20+ years of
experience behind you, you could be earning
the highest salary of your career. Now may be
an ideal time to step up your retirement
savings. If you're age 50 or older, you can
Example: Say at age 20, you begin investing
contribute up to $24,000 to your plan in 2015,
$3,000 each year for retirement. At age 65, you versus a maximum of $18,000 if you're under
would have invested $135,000. If you assume a age 50. (Some plans impose lower limits.)
6% average annual rate of return, you would
Preparing to retire
have accumulated $638,231 by that age.
It's time to begin thinking about when and how
However, if you wait until age 45 to invest that
to tap your plan assets. You might also want to
$3,000 each year, and earn the same 6%
adjust your allocation, striving to protect more
annual average, by age 65 you would have
of what you've accumulated while still aiming
invested $60,000 and accumulated $110,357.
for a bit of growth.3
By starting earlier, you would have invested
$75,000 more but would have accumulated
A financial professional can become a very
more than half a million dollars more. That's
important ally at this life stage. Your
compounding at work. Even if you can't afford
discussions may address health care and
$3,000 a year right now, remember that even
insurance, taxes, living expenses,
smaller amounts add up through
income-producing investment vehicles, other
1
compounding.
sources of income, and estate planning.4
Finally, time offers an additional benefit to
You'll also want to familiarize yourself with
young adults: the ability to potentially withstand required minimum distributions (RMDs). The
greater short-term losses in pursuit of long-term IRS requires you to begin taking RMDs from
gains. You may be able to invest more
your plan by April 1 of the year following the
aggressively than your older colleagues,
year you reach age 70½, unless you continue
placing a larger portion of your retirement
working for your employer.5
portfolio in stocks to strive for higher long-term
Other considerations
returns.2
Throughout your career, you may face other
Getting married and starting a family
decisions involving your plan. Would Roth or
At this life stage, even more obligations
traditional pretax contributions be better for
compete for your money--mortgages, college
you? Should you consider a loan or hardship
savings, higher grocery bills, home repairs, and withdrawal from your plan, if permitted, in an
child care, to name a few. Although it can be
emergency? When should you alter your asset
tempting to cut your retirement plan
allocation? Along the way, a financial
contributions to help make ends meet, try to
professional can provide an important
avoid the temptation. Retirement needs to be a third-party view, helping to temper the emotions
high priority throughout your life.
that may cloud your decisions.
If you plan to take time out of the workforce to
raise children, consider temporarily increasing
your plan contributions before leaving and after
you return to help make up for the lost time and
savings.
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Planned Charitable Giving
Today more than ever, charitable institutions
stand to benefit as the first wave of baby
boomers reach the stage where they're able to
make significant charitable gifts. If you're like
many Americans, you too may have considered
donating to charity. And though writing a check
at year-end is one of the most common ways to
give to charity, planned giving may be even
more effective.

What is planned giving?

Planned giving is the
process of thinking
strategically about
charitable giving to
maximize the personal,
financial, and tax benefits of
your gifts.

Planned giving is the process of thinking
strategically about charitable giving to maximize
the personal, financial, and tax benefits of your
gifts. For example, you may need to receive
income in exchange for the assets you donate,
or you may want to be involved in deciding how
your gift is spent--things that typically can't be
done with standard checkbook giving.

Questions to consider
There may be costs and
expenses associated with
trusts, private foundations,
and donor-advised funds.
Income from charitable
trusts and charitable gift
annuities is not guaranteed.

To help you start thinking about your charitable
plan, consider these questions:
• Which charities do you want to benefit?
• What kind of property do you want to donate
(e.g., cash, stocks, real estate, life
insurance)?
• Do you want the gift to take effect during your
life or at your death?
• Do you want to retain an interest in the
property you donate?
• Do you want to be involved in deciding how
your gift is spent?

provides for payments of a fixed percentage of
trust assets (valued annually). At the end of the
trust term, assets remaining in the trust pass to
the charity. This can be an attractive strategy
for older individuals who seek income. There
are a few other variations of the charitable
remainder trust, depending on how the income
stream is calculated. With a charitable lead
trust, the order is reversed; the charity gets the
first, or lead unitrust or annuity interest, and the
noncharitable beneficiary receives the
remainder interest at the end of the trust term.
Charitable gift annuity. A charitable gift
annuity provides a fixed annuity for one or two
persons for life. It's easier to establish than a
charitable remainder trust because it doesn't
require a formal trust document.
Private foundation. A private foundation is a
separate legal entity you create that makes
grants to public charities. You and your family
members, with the help of professional
advisors, run the foundation--you determine
how assets are invested and how grants are
made. But in doing so, you're obliged to follow
the many rules and regulations governing
private foundations.
Donor-advised fund. Similar to but less
burdensome than a private foundation, a
donor-advised fund is an account held by a
charity to which you can transfer assets. You
can then advise, but not direct, how your assets
will be invested and how grants will be made.

Tax benefits

Gifting strategies

Charitable giving can provide you with great
personal satisfaction. But let's face it, the tax
benefits are valuable, too. Your gift can result in
a substantial income tax deduction in the year
you make the donation, and it may also reduce
capital gains and estate taxes. With a charitable
remainder trust, you generally receive an
up-front income tax deduction equal to the
Outright gift. An outright gift is an immediate
estimated present value of the interest that will
gift for the charity's benefit only. It can be made eventually go to charity.
during your life or at your death via your will or
Charitable contribution deductions are generally
other estate planning document. Examples of
limited to 50% of your adjusted gross income
property you can gift are cash, securities, real
estate, life insurance proceeds, art, collectibles, (AGI), or 30% or 20% of AGI depending on the
type of charity and the property donated.
or other property.
Disallowed amounts can generally be carried
Charitable trust. A charitable trust lets you
over and deducted in the following five years,
split a gift between a charitable and a
subject to the percentage limits in those years.
noncharitable beneficiary, allowing you to
Your overall itemized deductions may also be
integrate financial needs with philanthropic
limited based on the amount of your AGI.
desires. The two main types are a charitable
The charity must be a qualified public charity in
remainder trust and a charitable lead trust. A
order for you to enjoy these tax benefits. Not all
typical charitable remainder trust provides an
tax-exempt charities are qualified charities for
annuity or unitrust interest for one or two
tax purposes. To verify a charity's status, check
persons for life. An annuity interest provides
IRS Publication 78, or visit www.irs.gov.
fixed payments, while a unitrust interest
There are many ways to donate to charity, from
a simple outright cash gift to a complex trust
arrangement. Each option has strengths and
tradeoffs, so it's a good idea to consider which
strategy is best for you. Here are some
common options:
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What is a myRA?
The myRA (for my Retirement
Account) is a new workplace
retirement savings account
available through the U.S.
Treasury Department. The
myRA is a Roth IRA (with some special
features) funded by payroll deduction.

which earned 1.89% in 2013 and 2.31% in
2014. Your account principal is fully
protected--the value of your account can never
go down, and the bonds are backed by the full
faith and credit of the U.S. government. You
can keep, and continue to contribute to, your
account if you change jobs.

It's hoped that employers that currently don't
offer a workplace retirement plan will make
myRAs available to their employees. However,
even if your employer doesn't have a formal
myRA program, you can set up an account
online at myra.treasury.gov and simply provide
a direct-deposit form to your employer.

You can withdraw your funds at any time. Your
own contributions are tax free when withdrawn.
Earnings are also tax free if you're at least 59½,
disabled, or a first-time homebuyer (limits
apply), and you satisfy a five-year holding
period. You can transfer your account to a
private-sector Roth IRA at any time. However,
once your account reaches $15,000 (or you've
had the account for 30 years, whichever comes
first), you must transfer the account to a
private-sector Roth IRA.

Your contributions to your myRA account are
made on an after-tax basis through payroll
deduction. (Your employer doesn't contribute
to, or administer, your account.) You can
contribute up to the annual IRA limit--$5,500 in
2015, $6,500 if you're 50 or older (that limit
includes all of your myRA, traditional IRA, and
regular Roth IRA contributions).
Your contributions are invested in newly
created government bonds that earn the same
variable interest rate that's available through
the government's Thrift Savings Plan G Fund,

The distinguishing features of a myRA are the
ability to contribute through payroll deduction,
access to the new retirement bond, safety of
principal, and the ability to make very small
contributions. Also, there are no fees to
establish or maintain the myRA. However, with
its single investment option and $15,000 cap,
the myRA lacks the flexibility of a regular Roth
IRA, which for many may be the better option.

What is this new chip-card technology I've been hearing
about in the news?
In recent years, data breaches
at major retailers have
increased across the United
States. As a way to counteract
these data breaches, many U.S. credit-card
companies have started implementing a more
secure chip-card technology called EMV (which
is short for Europay, Mastercard, and Visa).

Fortunately, there is good news for U.S.
consumers on the horizon.

Currently, most retailers use the magnetic strips
on the back of your debit or credit card to
access your account information. Unfortunately,
the information contained in the magnetic strips
is easily accessed by hackers. In addition, the
magnetic strips use the same account
information for every transaction. So once your
card information is stolen, it can be used over
and over again.

Along with EMV, even more advanced
encryption technology is being developed that
will increase security for online transactions and
payments made with smartphones. In fact, new
mobile payment options like Apple Pay and
Google Wallet could eventually make paying
with plastic entirely obsolete.

With the new EMV technology, debit cards and
credit cards are embedded with a computer
chip that generates a unique authentication
code for each transaction. So if your card
information is ever hacked, it can't be used
again--it's a "one-and-done" scenario.

Beginning in 2015, many large retailers will
switch to the new EMV technology by installing
payment terminals designed to read the new
chip-embedded payment cards. It may take
additional time, however, for smaller retailers to
adopt this latest technology.

In the meantime, in the wake of these data
breaches, you should make it a priority to
periodically review your credit-card and bank
account activity for suspicious charges. If you
typically wait for your monthly statements to
arrive in the mail, consider signing up for online
access to your accounts--that way you can
monitor your accounts as often as needed.

While many developed nations moved to EMV
technology years ago, U.S. retailers have
previously been unwilling to shoulder the costs.
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