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2.5 Months and Counting
At HCM and HG, we have a saying: “it’s not what you make,
it’s what you keep.” Earning your income is only the first
step; if it all goes out the door to Uncle Sam, then your hard
work was ultimately wasted effort. Because of this, we
emphasize comprehensive tax planning as a vital tool in
providing financial well-being for you and your family.
First, reflect and determine your future income trajectory.
Typically, income increases steadily over time until reaching
retirement after which point income decreases and stays
relatively flat going forward. But not everyone fits this
pattern. If someone owns a business or rental property
and is planning to sell it when they retire, they can expect
a significant spike in income when they sell. This is
important because knowing when to accelerate or defer
income is based on how your income is expected to change
in the future.
The classic strategy is tax bracket management, making
sure that you don’t wind up in a higher income tax bracket
than you need to be. Since 2013, this has offered additional
benefits, as the Net Investment Income Tax (NIIT) of 3.8%
only applies to families whose modified adjusted gross
income exceeds a certain threshold. In addition to the
strategies above, tax loss harvesting and donating stock to
IRS-approved charities are effective ways to reduce net
investment income, hopefully avoiding the tax altogether.
A good tax planning move for just about everyone is to
maximize your contributions to any tax-advantaged
accounts you may have. Chief among those is a Health
Savings Account (HSA), which is triple tax advantaged:
contributions can be made with pre-tax dollars, interest
and earnings grow tax free, and as long as you spend
withdrawals on qualified healthcare expenses, the
withdrawals are free too. Not everyone can have an HSA –
you need a high deductible health plan, which means
people on Medicare aren’t eligible. Another option for taxadvantaged healthcare spending is a Flexible Spending

Account. These accounts
accept pre-tax
contributions which can
be spent on copayments,
deductibles, some drugs,
and some other health
care costs. Money in an
FSA has to be spent within
the plan year, so it’s not as
advantageous as an HSA, but if you’re not eligible for an
HSA this can still help decrease your taxes. Retirement
accounts are often tax advantaged, specifically IRAs and
401(k)s. A 401(k) plan allows you to defer taxes on up to
$19,500 in 2021 or $26,000 if you’re age 50 or older.
Any contributions your employer makes don’t count toward
the limit. You can contribute up to $6,000 to an IRA in
2021 or $7,000 if you’re age 50 or older.
Converting your Traditional IRA into a Roth IRA allows you to
reduce your taxable income in retirement and avoid paying
RMDs while your investment earnings grow tax-free. The
amount you convert counts as income, meaning you need to
be careful about when you choose to do this. If the sudden
windfall would subject you to a higher marginal tax rate, or if
the tax bill generated by the conversion would be a challenge
to pay, then it’s probably best to hold off on this tactic.
One result of the 2017 tax law was a doubling of the
standard deduction. This means that more people are likely
to go with the standard deduction rather than itemize, as
their itemized deduction total is less likely to exceed the
standard deduction. With a multi-year plan, you can exploit
this fact by bunching deductions, i.e., scheduling expenses
so you can take two years’ worth of deductions in one year
and take the standard deduction in the alternate year.
Typical expenses used for bunching are property taxes,
charitable giving, and health expenses. A Donor Advised
Fund can achieve similar ends, allowing you to make
continued on page 3
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Managing Risk and Volatility
in Investments
After working hard and saving prudently during your
career, the end goal is a financially secure retirement. So,
when market risk and volatility dominate the headlines, it’s
sure to cause concern. Although similar, the two concepts
are not the same.

What are “Risk” and “Volatility”?
Volatility is a measure of how an investment’s price changes
over time. The most common measures of volatility is
standard deviation (a calculation of how much an
investment’s price varies from its mean value). Volatility is
often a factor in risk calculation, but risk encompasses
much more than volatility. Risk is a subjective and
personalized measure of how an investment could
negatively affect your financial well-being. As a result of
this, risk is a time-sensitive measure while volatility remains
constant over time. Stocks will always be more volatile than
bonds, but if you’re investing for retirement in ten or twenty
years, the risk posed by stock volatility is minimal. However,
if you’re saving up for a big purchase in the near-term (i.e., a
down payment on a house), then there’s a real chance that
the stocks you bought will have dropped in value when it’s
time to make the down payment, making this a risky
investment choice.
Volatility is far from the only source of risk. Other sources
include liquidity risk, where you risk selling below a fair
price because you needed to monetize the investment;
concentration risk, which happens when too many of your
investments are concentrated in a single stock or sector;
and inflation risk, which occurs when the value of an
investment fails to keep up with inflation, resulting in a loss

of real purchasing
power.
An investor’s tolerance
for risk is determined by factors such as investment time
horizon, amount of disposable income, asset preference,
and the purpose of the investments. Usually, as an investor
nears retirement, their time horizon shrinks and the
purpose of their investments changes from accumulation to
distribution, causing their risk tolerance to decrease.

Steps to Manage Risk and Volatility
The most important thing to understand about managing
risk and volatility is that, in order to receive investment
returns beyond the theoretical risk-free rate of return, you
must be prepared to experience volatility. Once you accept
this, you then will develop your personal risk profile, which
uses your risk tolerance, risk capacity, and risk willingness
to develop the appropriate mix of risky and defensive assets.
Then, you make investment decisions withing the broader
asset classes to increase diversification and reduce
unsystematic risk. And finally, have a plan for when volatility
strikes. Your plan should include tactical rebalancing, tax
loss harvesting, Roth conversions, and making reductions
in your planned spending, if necessary. Remember,
volatility is temporary, but making behavioral mistakes
during short periods of volatility can cause long-term
damage to your family’s wealth.
For a more thorough discussion on the difference between
risk and volatility, see Mike Hengehold’s video at
www.hcmwealthadvisors/webinars.
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HCM Family Fun Day
We were excited to celebrate during our Team Appreciation Week. We enjoyed
a Panera Bread breakfast together, won fun raffle prizes, and updated our
HCM/HG merch. We like to celebrate our team and the hard work everyone’s
put in this year.
Old golfing buddies, Casey Boland, Jake Butcher, Mike Hengehold,
During this week, we also went to General Custer’s putt putt for a friendly
and Dave Hampton
day of miniature golf. Jim’s son, Chris, won for the most hole-in-ones in the
18-hole course. He also had the lowest score among everyone. Jake was a close second. We enjoyed drinks and Buffalo
Wild Wings on the patio, and then treated ourselves to ice cream on that 90-degree day.

HCM Advisor Jim Eutsler, with wife Karen and kids Chris
and Nicole

Cameron Stalf, newest HG Accountant,
with wife Emily and kids Aubrey, Christian,
and Gabby

Lauren Hollenkamp with baby Reagan and Emily
(Cameron’s wife) with baby Gabby, along with Kimberly
Penzes and Steve Hengehold

HCM’s Senior Investment Strategist, Doug
Johnson, with sons Cole and Caleb

Kacidee, her husband Jacob, and Jade, Maureen’s daughter,
Karen, Jim’s wife, and Brayden, Kacidee’s kid

Joel Butts and Pat Durstock, two HG
veterans

The HCM and HG family

2.5 Months and Counting
continued from page 1

multiple years’ worth of contribution in a single year while having the funds donated over multiple years in accordance with
your wishes.
Finally, keeping the long-term plan in mind. If you believe your estate could be subject to the estate tax, it’s good to work
now to minimize your exposure to it in the future. A popular method to do that is to take advantage of the annual gift tax
exemption of $15,000 for an individual filer for every person to whom they give a gift ($30,000 limit for married couples
filing jointly).
None of the tools are one-size-fits-all. If you’d like to learn more about any of them or how they work together, reach out to
your HG or HCM Advisor.
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HCM/HG News
HCM Ranked Among Top 500 RIAs
Once again, HCM is ranked among the Top 500
Registered Investment Advisors in the country, and
in the top 60 of those in our peer-group as
measured in total Assets Under Management. We
moved up 19 spots in the past year, and we hope to
continue that forward progress into the future. The
FA’s RIA Ranking is an independent listing
produced annually by Financial Advisor magazine
and is based on assets under management at the end of 2020.*
Additionally, we were honored to be named a Semi-Finalist in the Goering Center’s 22nd Family and Private Business
Awards. The Goering Center’s mission is to nurture and educate family and private businesses to drive a vibrant economy.
Specifically, the Goering Center encourages businesses to articulate a clear business philosophy, dynamic strategy,
performance management, leadership development, contingency planning, business growth, and philanthropy. Their
annual awards recognize companies that exemplify these ideas, and we’re happy to find ourselves among the honorees.

2021 Festival of Lights Tickets
Keeping with our holiday tradition, HCM is happy to treat you and your family to
Festival of Lights tickets for the 2021 holiday season. We’ve been celebrating
this tradition for ten years now, and we’ve given away nearly 15,000 tickets!
Your 2021 Festival of Lights invitations will be delivered by email in early
November. Information for reserving your tickets will be included in the email. If
you do not have an email address, or we don’t have your email address on file, we
will send you printed information in early November. Please reach out to us if you
do not receive the information.

Welcome Vaughn to the Team!
We’re excited to announce that HCM has added a new team member. Vaughn Kellerman
joined September 20th as a Paraplanner. Vaughn joined the financial world in 2014 where
he’s worked as a Participant Services Manager, Financial Advisor, and a Client Relationship
Manager. He graduated from the University of Cincinnati and is actively pursuing his CFP
designation.
In his spare time, he enjoys weightlifting, reading, watching movies, and attending FC
Cincinnati matches. In 2010, he co-founded the nonprofit Adore-A-Bull Rescue, which has
rescued over 900 pit bulls in the past 11 years.
He’s engaged to marry Bethany on April of 2022. She has two boys, Myles (7) and Max (5).
This newsletter provides financial and tax information to clients and friends of HCM Wealth Advisors and HG CPAs, LLC. This information should
not be acted upon without first determining its application to your specific situation. For further details on any article, please contact us.
* FA Magazine ranking and description: https://bit.ly/3j4kln2
 Goering Center award information: https://bit.ly/3DJPhkv
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