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SUMMER 2022

HOW TO CATCH UP ON RETIREMENT SAVINGS

Are you on the other side of 40
without substantial savings
for retirement? It’s time to

stop worrying and get down to the
business of doing something about
it. It’s not too late, but it will take a
lot of concentrated effort to get on
the right track to a comfortable re-
tirement. 

Here are some strategies you can
put in place to boost your retirement
savings:

ESTIMATE HOW MUCH MONEY

YOU’LL NEED IN RETIREMENT

The first step is knowing how
much you will need to live on in re-

tirement. Most experts agree that
you will need at least 70% of your
pre-retirement income to fund your
retirement. Make sure to do a de-
tailed analysis of your likely retire-
ment expenses.

DETERMINE YOUR INCOME

SOURCES

Once you have a good idea of
how much money you will need for
retirement, you then need to deter-
mine the income sources you’ll
have. Look at what your Social Secu-
rity benefit will be at various ages.
Do you have a pension from a previ-
ous or current employer? If you

have a 401(k) plan, you need to un-
derstand what its expected value
will be at retirement age. 

SET GOALS AND DEVELOP A

PLAN

If you have a gap between your
income sources and the amount of
money you’ll need to retire, you
have to put strategies in place to
close the gap. Set a goal of how
much you’ll need to save and in
what time frame. Because you’re
playing catch-up, you can’t afford to
be too conservative with your in-
vestment selections, but you can de-
velop a well-balanced plan that will
help you meet your goals with a risk
tolerance that is comfortable for you.  

MAX OUT EMPLOYER-
SPONSORED PLANS

Hopefully, you have access to a
401(k) plan or some other type of re-
tirement account. It may be difficult,
but you should try to make the an-
nual maximum contribution, which
is $20,500 in 2022. This is one of the
best ways to save for retirement be-
cause it automatically comes out of
your paycheck. A traditional 401(k)
plan will reduce your taxable in-
come, which will help alleviate 
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An educated investor is an
empowered investor. You
should approach every in-

vestment opportunity with an open
mind as well as some healthy skepti-
cism, whether you’ve been investing
for decades or are dipping a toe in
the stock market for the first time.
Gathering as much information as
you can before you choose an invest-
ment will protect you and your
money. To help you do that, here are
six questions that everyone should
ask before they invest. 

1. DO I UNDERSTAND THIS INVEST-
MENT? Never invest in something
you don’t understand. Before decid-
ing to invest, make sure you’re clear
on what you’re investing in, how it
makes money, and how easy it is to
sell. This is one reason why it’s good
to work with a financial advisor,
since he/she will be able to explain
more complicated investment op-
portunities.

2. WHAT’S THE POTENTIAL RE-
WARD, AND AM I PREPARED TO ACCEPT

CONTINUED ON PAGE 3
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6 QUESTIONS TO ASK BEFORE INVESTING
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pressure. For example, if you are in a
35% tax bracket, your contributions
will only cost you 65 cents for every
dollar you contribute to the account. 

If you are aged 50 or older, you
can also make catch-up contributions
of $6,500 in 2022 for a total contribu-
tion of $27,000. And you should al-
ways contribute enough to get the
employer match if your employer
has a matching program.

If you don’t have an employer
plan (or even if you do), you should
start investing in a traditional or
Roth IRA. You should set up an auto-
matic transfer from your checking ac-
count to your retirement account.
You can make contributions up to
$6,000 in 2022 and $7,000 if you are
aged 50 or over.

DOWNSIZE YOUR LIFE

By the time you retire, you will
want a stream of predictable income
to cover your expenses with a mix-
ture of Social Security, a pension, and
withdrawals from your retirement
savings plan. If you won’t be able to
cover your expenses with these in-
come sources, it may mean you need
to downsize your life, which may re-
quire some sacrifices.

If you’re an empty nester and
still living in a big house, it has prob-
ably appreciated in value, and you
may want to consider selling it and
moving to a smaller home. In addi-
tion to saving on your mortgage pay-
ment, you’ll save more on utilities,
insurance, maintenance, and proper-
ty taxes. 

You may also need to think of
other ways to cut expenses, such as
driving a used car versus a new car
or only going on one vacation a year
versus two or more. 

You don’t want to wait until re-
tirement to make these changes,
since downsizing while you are still
working will allow you to put these
savings into your retirement plan.

TAKE A SECOND JOB OR WORK

LONGER

If you have a serious gap in your
retirement savings, you may need to
consider taking a second job so you
can invest the earnings. Get creative
about ways to make more money. Do
you have the writing skills to be a
freelance writer? Maybe you’re a
great seamstress? A graphic designer
or perhaps a programmer? Even a
job as a pet sitter or dog walker may
give you the extra income you need
for savings.

You may also need to consider
extending the time frame you are
planning to work and retire later. For
example, if you’re 55 and want to re-
tire at 62, contributing 20% of your
income until retirement still won’t be
as impactful as working three more
years until you are age 65.

If you wait to retire at age 70,
you’ll have even more time to rack
up your retirement savings, and you

will have fewer retirement years to
cover. Additionally, if you wait until
age 70 to take Social Security bene-
fits, you could significantly increase
your monthly benefit.

PAY OFF YOUR DEBT

It’s not only about saving; it’s
about eliminating debt. If you have
thousands of dollars in credit card
balances, your retirement savings is
most likely going to your credit card
company in interest payments. Make
a concerted effort to pay off your
credit card balances and continue to
pay them in full every month.   

With every dollar you find to put
toward your retirement savings, set
up an automatic transfer from your
checking account or a direct contri-
bution from your paycheck. This will
help to ensure the money is going di-
rectly to your retirement savings.

Please call to discuss your retire-
ment savings plans in more detail.
mmm

HOW TO CATCH UP
CONTINUED FROM PAGE 1

2

FR2022-0210-0117

THE FUNDAMENTAL INVESTING PRINCIPLE

The whole point of an invest-
ment program is to accumu-
late sufficient funds to meet

your financial goals.  So what is the
most fundamental investment prin-
ciple — selecting the proper invest-
ments, accumulating the correct
combination of assets, timing the
market to avoid corrections?  Actu-
ally, the principle may not even
sound like an investment principle
at all.  To help ensure you meet
your financial goals, you must save
significant sums of money on a
consistent basis.  That one habit
will do more to help you reach your
financial goals than anything else.
The sooner you start this habit, the
less you need to save.  Consider the
following example.

Fresh out of college and 25
years old, you decide you’ll need
$1,000,000 when you retire at age
65.  You can save on a tax-deferred
basis through your employer’s
401(k) plan and expect to earn 8%
compounded annually.  If you start

at age 25, you’ll need to invest
$3,860 a year for 40 years to reach
your goal.  However, you decide to
wait 10 years.  At age 35, you now
need to invest $8,827 per year for 30
years.  Still seems like too much?
Consider that at age 45, you need to
invest $21,852 annually.  The really
bad news is that someone waiting
until age 55 will need to invest
$69,029 annually to reach that goal.
By postponing investing, you lose
time and, with it, the ability for
compounding returns on your con-
tributions to perform much of the
working of attaining your goals.*

Let time work for you instead
of against you.  Please call to re-
view your investment program.
mmm

* This example is for illustrative purposes
only and is not intended to project the per-
formance of a specific investment.  It does
not consider the payment of income taxes.
Keep in mind that a plan of regular invest-
ing does not assure a profit or protect
against loss in declining markets.
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THE RISK INVOLVED TO GET IT? All in-
vesting involves both risk and re-
ward, and smart investors know
how to balance the two to best
achieve their goals. Usually, an in-
vestment that comes with a big po-
tential reward also comes with a big
risk. That doesn’t necessarily mean
it’s a bad choice, but it does mean
you should go into it fully informed. 

3. WHAT’S THE COST OF THIS IN-
VESTMENT? The cost of an investment
isn’t just the upfront purchase price.
You should also find out if there are
fees and expenses associated with
the investment. Also important are
the taxes you’ll have to pay when
you sell as well as any potential
penalties. For example, do you have
to hold the investment for a certain
amount of time or pay a penalty?

4. DOES THIS INVESTMENT FIT

WITH MY GOALS? Investing will be
easier if you go into it with specific
goals in mind. Shorter-term goals,
like saving for a down payment on a
house or accumulating funds for a
child’s college education, require a
different investment strategy than if
you’re investing for a retirement that
may be 20 or 30 years away. Lower-
risk investments are usually more
appropriate for shorter-term goals,
while riskier investments can be fine
for longer-term goals. A financial ad-
visor can help you determine which
investments fit with your particular
goals.

5. HOW EASILY CAN I GET OUT OF

THIS INVESTMENT? Money that
you’ve invested isn’t liquid. In the
case of stocks, you can always sell
without too much difficulty, but you
may take a loss. But with other in-
vestments, like real estate and 
certain types of life insurance, it’s
harder to get your money out. If you
think you’re going to need to access
your investment in the near future,
make sure you know how easy it is
to access those funds. 

6. WHAT IS THIS INVESTMENT’S

HISTORY? Some investments have a
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TAX-EFFICIENT INVESTMENT STRATEGIES

Taxes can significantly reduce
your portfolio’s value.  Divi-
dends and interest income

from taxable portfolios and distri-
butions from 401(k) plans or indi-
vidual retirement accounts are
taxed in the year received, at ordi-
nary income tax rates of up to 37%.
Taxes are not paid on unrealized
capital gains in taxable accounts.
When the asset is sold from a tax-
able account, however, you must
pay taxes on those capital gains, at
a maximum capital gains tax rate of
15% to 20% (0% for individuals
under certain income limits) for in-
vestments held over one year.  Cap-
ital gains on investments held for
one year or less are short-term cap-
ital gains and are taxed at ordinary
income tax rates.

Using strategies that defer the
payment of taxes for as long as pos-
sible can make a substantial differ-
ence in your portfolio’s ultimate
size.  Consider the following tax-
efficient strategies:

m MINIMIZE PORTFOLIO TURNOVER.
Carefully evaluate your invest-
ment choices, selecting those
you’ll be comfortable owning
for a long time.  That way, you
can let any capital gains grow
for many years.

m PLACE INVESTMENTS THAT GENER-
ATE ORDINARY INCOME OR THAT

YOU WANT TO TRADE FREQUENTLY

IN YOUR TAX-DEFERRED AC-
COUNTS. Since income and 
realized capital gains inside tax-

deferred accounts aren’t taxed
until withdrawn, you defer pay-
ing taxes on that income.  Keep
in mind that withdrawals may
be subject to a 10% federal
penalty if made prior to age 
59 1/2.

m ANALYZE THE TAX CONSEQUENCES

BEFORE REBALANCING YOUR PORT-
FOLIO. Portfolio rebalancing is a
taxable event that may result in
a taxable gain or loss.  You
should generally avoid selling
investments for reasons other
than poor performance.  You
can bring your asset allocation
back in line through other
means.  For instance, when
choosing investments, only pur-
chase those that are under-
weighted in your portfolio.
Reinvest interest, dividends,
and capital gains in investments
that are underweighted.  

m UTILIZE LOSSES TO OFFSET CAPI-
TAL GAINS. Selling investments
at a loss can offset capital gains
for that year, reducing your total
tax liability.  Excess losses may
be used to offset up to $3,000 of
ordinary income and the un-
used portion may be carried for-
ward indefinitely.  If you still
want to own that investment,
you can purchase it 30 days be-
fore or after selling it.  That way,
you will not be subject to the
wash sale rules, so your loss will
be tax deductible.     mmm

long history that you can look to
when making a decision about
whether to get involved. The U.S.
has never defaulted on its debt, for
example, and there’s little chance
that it will in the future, and that
long history allows you to make cer-
tain informed predictions about the
future performance of this invest-
ment. Likewise, certain companies
have a solid history of strong per-
formance. While past performance is
no guarantee of future results, it is

useful information to consider.
Newer companies and investments
obviously don’t have that clear his-
tory for investors to study. That
doesn’t mean they’re always bad in-
vestments, but it does mean you
should be skeptical of any claims of
out-size returns. 

If you’re considering an invest-
ment and aren’t sure how to answer
any of these questions, please call.
mmm
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TAX PLANNING TIPS TO MAKE LIFE EASIER

PLAN AHEAD. Strategic tax planning should really
commence at the beginning of each year — not at the be-
ginning of tax season. That is the best time to save for
goals that can benefit you during tax season and beyond,
such as extra mortgage payments, college savings plans,
charitable giving, or a boost in contributions to your qual-
ified retirement plan. 

MAKE A LIST. To serve as an ongoing reminder, make
a list of applicable tax deductions and consider keeping it
in plain sight on your refrigerator or office bulletin board.
Continued awareness of these deductions will not only
motivate you but also keep you on track for the entire
year and help minimize what you owe come tax time. 

STAY ORGANIZED. Two of the biggest stressors of tax
planning are remembering what you spent throughout
the year that may qualify as a deduction and locating the
receipt. Keep track of deductible expenses, donations,

and cash gifts in a designated tax deduction basket, file
folder, or online storage system. 

DO A MID-YEAR FINANCIAL REVIEW. Change is in-
evitable, though unfortunately, it’s not always easy to an-
ticipate while you’re trying to plan ahead for tax season.
For this reason, incorporate tax planning as part of your
mid-year financial review; accounting for income
changes, unanticipated quarterly bonuses, investment
gains and losses, or changes in family status can substan-
tially modify your owed taxes or refund.    

DON’T GO IT ALONE. Go to a professional who knows
all the complex technicalities of tax planning; they can
spot oversights, helping to maximize your refund and re-
duce your risk of audit.      mmm FR2022-0210-0117

                                                    Month-end
Indicator                               Apr-22   May-22   Jun-22     Dec-21    Jun-21
Prime rate                                3.50         4.00          4.75          3.25         3.25
Money market rate                 0.08         0.08          0.10          0.07         0.08
3-month T-bill yield               0.89         1.12          1.75          0.08         0.05
10-year T-bond yield              2.89         2.85          2.98          1.52         1.45
20-year T-bond yield              3.14         3.28          3.38          1.94         2.06
Dow Jones Corp.                     4.33         4.27          4.80          2.48         2.29
30-year fixed mortgage          4.67         5.30          5.98          2.63         2.44
GDP (adj. annual rate)#      +2.30       +6.90        -1.50       +6.90      +6.30
                                                    Month-end                    % Change
Indicator                              Apr-22    May-22    Jun-22 YTD   12 Mon
Dow Jones Industrials     32977.21  32990.12  30775.43   -15.3%    -10.8%
Standard & Poor’s 500       4131.93    4132.15    3785.38   -20.6%    -11.9%
Nasdaq Composite           12334.64  12081.39  11028.74   -29.5%    -24.0%
Gold                                      1911.30    1838.70    1817.00       0.7%       3.1%
Consumer price index@      287.50      289.11      292.30       5.2%       8.6%
Unemployment rate@              3.60          3.60          3.60   -14.3%    -37.9%

# — 3rd, 4th, 1st quarter   @ —  Mar, Apr, May  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
JULY 2018 TO JUNE 2022
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