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ConTrol Your spendIng

D o you feel as though you
live paycheck to paycheck?
Are you frustrated that you

earn a reasonable income but 
never seem to have anything to 
show for it?  If so, you may need to 

take active steps to control your 
spending so you will have funds 
available to save for long-term 
goals.  The following tips may 
help: 

m TraCk CurrenT spendIng. 
Most people have no idea 
where their money is spent.  To 
make intelligent choices about 
where to spend your money, 
you need to first analyze how 
you are currently spending 
your income.  Canceled checks, 
credit card receipts, and tax re-
turns will provide much of the 
needed information.  If you are 
unable to account for large 
sums of money, you may want 
to keep a journal of all expendi-
tures for at least a month. 

m IdenTIfY spendIng problems. 
Overindulging can cause seri-
ous financial problems.  Review 
each expenditure carefully, 
ranking it as important, moder-
ately important, or unimpor-
tant.  Eliminate, or at least re-
duce, unimportant expendi-
tures, allocating those sums to 
your savings. 

m develop long-Term savIngs 

Continued on page 2

O ne of your portfolio’s 
largest expenses is proba-
bly taxes.  One way to help 

keep your portfolio growing is to 
invest in a tax-efficient manner.  
Some suggestions include: 

m ConTrIbuTe To Your 401(k) 
plan.  Contributions are made 
on a pre-tax basis, so you don’t 
pay income taxes currently (So-
cial Security and Medicare taxes 
are paid) and earnings grow on 
a tax-deferred basis until with-
drawn.  In 2020, you can con-
tribute a maximum of $19,500 to 
a 401(k) plan, although your 
contributions may be limited to 
a certain percentage of your pay 
to comply with nondiscrimina-
tion rules.  Individuals over age 
50 may be able to make an addi-
tional catch-up contribution of 
$6,500 in 2020.  Many employers 
also match your contribution, so 
you get additional funds at no 
cost to you. 

m make ConTrIbuTIons To an In-
dIvIdual reTIremenT aCCounT

(Ira).  In 2020, you can con-
tribute a maximum of $6,000, 
plus those over age 50 can make 
an additional $1,000 catch-up 
contribution.  Investigate 
whether you’re eligible to con-
tribute to a traditional de-
ductible IRA or a Roth IRA and 
decide which option is best for 
you.  While you can’t deduct 
your contributions to a Roth 
IRA, your earnings grow tax free 
as long as you make qualified 
distributions from the IRA.  
With a traditional deductible 
IRA, your contribution is de-
ductible on your current year in-
come tax return and earnings 
grow tax deferred. 

m CarefullY deCIde whICh InvesT-
menTs To hold In Tax- 
advanTaged and Taxable  
aCCounTs.  Gains from invest-
ments held in retirement  

Continued on page 3
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goals. To modify your spending 
habits, you need short- or long-
term goals that will motivate 
you to save rather than spend.   

m make savIng auTomaTIC. Find 
ways to make saving as auto-
matic as possible, perhaps 
through payroll deductions or 
monthly checks to an invest-
ment account.   

m gIve Yourself rewards.  Just 
because you are trying to control 
your spending doesn’t mean 
you must live an austere life.  
You may need to cut back on 
some discretionary spending, 
but you should still allow your-
self a personal allowance to 
spend freely. 

Please call if you’d like help 
getting your spending under con-
trol.     mmm 
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esTaTe plannIng TIps for babY boomers

F or a variety of reasons, many 
boomers have put off the es-
sential task of estate plan-

ning. These tips can help get back 
on track with estate planning.  

1. know whaT Your kIds ex-
peCT — and whaT You plan To 
gIve Them. By and large, boomers’ 
parents were conservative savers. 
They came of age in the Great  
Depression, and that formative ex-
perience often led them to be cau-
tious with their money. Many of 
them accumulated far more than 
they ever spent, and they passed 
that wealth on to their boomer chil-
dren. But many baby boomers 
aren’t taking the same approach. 
Even boomers who’ve saved a lot 
may end up spending much of 
what they’ve accumulated, since 
retirements are likely to be longer 
and healthcare costs expensive. But 
there’s also an attitude difference. 
Active boomers may be planning 
on spending much of their hard-
earned money on themselves. They 
believe they’ve done a lot for their 
children already. That’s fine, but if 
this is your plan, you may want to 
let your children know.   

2. have a plan for The end of 
Your lIfe. Many, if not most, 
boomers are still leading busy 
lifestyles, and they plan to keep 
doing so for some time. Boomers 
who value staying fit and healthy 
may not consider what will hap-
pen when the inevitabilities of 
aging finally do catch up. While 
taking steps to live a healthy 
lifestyle is important to enjoying  
a great retirement, boomers 
shouldn’t assume they’ll be 
healthy forever. Sickness and dis-
ability can happen, and it will be 
easier for you and your family to 
deal with if you have a plan. Not 
only should you think about long-
term care and how you’ll pay for it, 
you should also make sure you 
have end-of-life planning docu-
ments in place.  

3. make sure Your esTaTe plan 
Is up-To-daTe. Many boomers have 
estate plans they created decades 
ago. The primary goal of those es-
tate plans may have been to ensure 
their children and surviving 
spouse were protected in the event 
of unexpected death. But as you 
get older, your estate planning 
needs change. If your kids are in-
dependent adults, providing for 
them is no longer as critical. You 
may have grandchildren who you 
want to receive part of your estate 
or new property that should be in-
corporated into your will. Or your 
family composition might have 
changed. You may even have re-
ceived a health diagnosis that is af-
fecting your estate-planning goals. 
For all these reasons and more, 
boomers need to sit down and re-
view their estate plans to make 
sure they are properly conveying 
all their wishes.  

4. deCIde If, and how, You 
wanT To leave a legaCY. Success-
ful boomers often want to find a 
way to leave a lasting impact on 
the world and to support the caus-
es and organizations closest to 
their hearts. If you count yourself 
among those for whom leaving a 
legacy is important, now is the 
time to start thinking seriously 
about how to turn those legacy 
dreams into reality. If your goals 
are ambitious — like starting a 
foundation or charity or endowing 
a scholarship — you should start 
planning now. The more lofty your 
goals, the more important it is that 
you take clear, concrete steps to 
turn your dreams into reality — 
like meeting with the leaders of the 
organization you support and find-
ing out how you can best help 
them. After all, you won’t be able 
to do this work after you are gone.  

Please call if you’d like to dis-
cuss this topic in more detail.     

mmm  



tribute up to $75,000 to a quali-
fied plan ($150,000 if the gift is 
split with your spouse) in one 
year and count it as your annual 
$15,000 tax-free gift for five 
years.  However, if you die with-
in the five-year period, a pro-
rata share of the $75,000 returns 
to your estate.  Distributions 
from 529 plans to pay qualified 
education expenses are exclud-
ed from income. 

m ConsIder ownIng a home.  
Owning a home has significant 

tax advantages.  Mortgage inter-
est and property taxes can be de-
ducted on your tax return.  
When you sell your home, you 
can exclude up to $250,000 of 
gain if you are a single taxpayer 
and up to $500,000 of gain if you 
are married filing jointly, pro-
vided the home was your pri-
mary residence in at least two of 
the preceding five years.  You no 
longer have to purchase another 
home to qualify for the exclu-
sion.    mmm
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accounts, such as 401(k) plans 
and traditional IRAs, are taxed 
at ordinary income tax rates 
when withdrawn, rather than 
the lower capital gains tax rates.  
It may make sense to hold in-
vestments that produce ordinary 
income or that you want to trade 
frequently in retirement  
accounts, and investments that 
generate capital gains in taxable 
accounts. But factors such as 
your investment period should 
also be considered. 

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.  In gener-
al, avoid selling investments 
from your taxable portfolio for 
reasons other than poor per-
formance.  Bring your asset allo-
cation in line through other 
methods.   

m ConsIder munICIpal bonds or 
sToCks generaTIng dIvIdend 
InCome If You are In a hIgh Tax 
braCkeT.  Since municipal bond 
interest is exempt from federal 
(and sometimes state and local) 
income taxes, your marginal tax 
bracket is a major factor when 
deciding whether to include mu-
nicipal bonds in your portfolio.  
Thus, you should determine 
how a muni bond’s yield com-
pares to the after-tax yield of a 
comparable taxable bond.   

m look InTo Tax-advanTaged 
waYs To save for College.  If 
you are saving for college, look 
at education savings accounts 
(ESAs) and Section 529 plans.  
The annual contribution limit to 
ESAs is $2,000.  While you can’t 
deduct the contribution on your 
tax return, earnings grow tax 
free as long as funds are used for 
qualified education.  With Sec-
tion 529 plans, you can con-
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dealIng wITh sToCk prICe deClInes

W hen a stock’s price de-
clines substantially, you 
might wonder what you 

should do. Before you decide, you 
need to assess the cause of the price 
decline.  Typically, the stock’s price 
is reacting to one of three things: 

m markeT Trends — When the 
overall market is weak, individ-
ual stock prices can also be  
affected.  Compare the perform-
ance of a stock to the overall 
market.  Some stocks may move 
to a greater extent than the over-
all market, while others may 
move to a lesser extent.  Review 
the beta of the stock when mak-
ing this comparison.  If a stock’s 
price is just reacting to overall 
market conditions, you proba-
bly don’t want to sell for this 
reason.   

m IndusTrY faCTors — A stock’s 
price can also be affected by  
industry-wide factors.  Those 
factors could include the cyclical 
nature of the industry’s sales, a 
structural change in the indus-
try, a change in government reg-
ulation, industry liability issues, 
and competitor announcements.  
With these types of changes, you 
need to assess whether the in-
dustry’s changes are significant 
enough to cause you to sell the 
stock. That decision will be 

based on whether you think the 
changes will impact your stock’s 
future prospects. 

m CompanY-speCIfIC Issues — 
These changes relate solely to 
the company in question and 
can include items like earnings, 
management, liability ques-
tions, government regulation, 
competition, and fraud.  With 
these types of changes, you need 
to determine what is causing the 
stock price decline and then as-
sess whether the change is tem-
porary or permanent.  Reassess 
the company’s fundamentals to 
make sure you still believe its 
future prospects are good, look-
ing at things like the manage-
ment team and trends in sales 
and net income.  If, after making 
this assessment, you believe the 
change is temporary and has not 
affected the company’s funda-
mentals, you probably do not 
want to sell the stock. 

Many different factors can af-
fect a company’s stock price.  Be-
fore you can decide whether you 
should sell your stock or buy addi-
tional shares, you need to assess 
what has caused the price change.  
You will then be in a better position 
to decide how to react to those 
changes.  Please call if you’d like to 
discuss this in more detail.   mmm
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leT’s help eaCh oTher 

One of the best things about this business is the opportunity to meet and work with great clients like 

you.  We are committed to providing quality service, and we appreciate the confidence and loyalty you 

have placed in me through the years. 

Since we deal with many qualified professionals in other businesses, such as mortgage brokers, and tax 

attorneys, please let us know if there is someone whose help you may need.  Likewise, if you have a friend, 

relative, or colleague we can assist, please feel free to pass along my name and information.  A referral is 

the greatest compliment to our business that we could ever receive.    mmm  

                                                    Month-end
Indicator                                Jul-20    Aug-20   Sep-20     Dec-19   Sep-19
Prime rate                                3.25         3.25          3.25          4.75         5.00
Money market rate                 0.26         0.23          0.22          0.58         0.75
3-month T-bill yield               0.11          0.10          0.10          1.52         1.84
20-year T-bond yield              0.98         1.26          1.23          2.25         1.96
Dow Jones Corp.                     2.06         2.22          2.17          2.84         2.94
30-year fixed mortgage          1.79         1.90          1.96          3.31         3.89
GDP (adj. annual rate)#      +2.10        -5.00      -31.40       +2.10      +2.00
                                                    Month-end                    % Change
Indicator                               Jul-20     Aug-20    Sep-20 YTD 12 Mon
Dow Jones Industrials     26428.32  28430.05  27781.70     -2.7%       3.2%
Standard & Poor’s 500       3271.12    3500.31    3363.00       4.1%     13.0%
Nasdaq Composite           10745.27   11775.46  11167.51     24.5%     39.6%
Gold                                      1964.90    1970.00    1886.90     23.9%     27.0%
Consumer price index@      257.80      259.10      259.92       1.1%       1.3%
Unemployment rate@            11.10        10.20          8.40   140.0%   127.0%

# — 4th, 1st, 2nd quarter   @ —  Jun, Ju, Aug  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
OCTOBER 2016 TO SEPTEMBER 2020
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