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Pump Up Your Retirement Savings
Don’t just give up on your retire-

ment goals if you find you’ve
entered middle age with little to no
retirement savings.  Sure, it may be
harder to reach your retirement
goals than if you had started in your
20s or 30s, but here are some strate-
gies to consider:
• Reanalyze your retirement

goals. First, thoroughly analyze
your situation, calculating how
much you need for retirement,
what income sources will be
available, how much you have
saved, and how much you’ll
need to save annually to reach
your goals.  If you can’t save that
amount, it may be time to change
your goals.  Consider postponing
retirement for a few years so you
have more time to accumulate
savings as well as delay with-
drawals from those savings.
Think about working after retire-
ment on at least a part-time basis.
Even a modest amount of income
after retirement can substantially
reduce the amount you’ll need to
save.  Look at lowering your ex-
pectations, possibly traveling less
or moving to a less-expensive
city or smaller home.

• Contribute the maximum to
your 401(k) plan. Your contribu-
tions, up to a maximum of
$18,000 in 2017, are deducted
from your current-year gross in-

come.  If you are age 50 or older,
your plan may allow an addition-
al $6,000 catch-up contribution,
bringing your maximum annual
contribution to $24,000.  Find out
if your employer offers a Roth
401(k) option. Even though you
won’t get a current-year tax 
deduction for your contributions,
qualified withdrawals can be
taken free of income taxes.  If
your employer matches contribu-
tions, you are essentially losing
money when you do not con-
tribute enough to receive the
maximum matching contribu-
tion.  Matching contributions can

help significantly with your re-
tirement savings.  For example,
assume your employer matches
50 cents on every dollar you con-
tribute, up to a maximum of 6%
of your pay.  If you earn $75,000
and contribute 6% of your pay,
you would contribute $4,500 and
your employer would put in an
additional $2,250.

• Look into individual retirement
accounts (IRAs). In 2017, you
can contribute a maximum of
$5,500 to an IRA, plus an addi-
tional $1,000 catch-up contribu-
tion if you are age 50 or older.

Continued on page 2

Challenges to Your Retirement
We all know saving for retire-

ment is becoming more and
more challenging.  Longer life 
expectancies, fewer traditional pen-
sions, and lower investment portfo-
lios are the most obvious challenges.
But there are other threats to your
retirement:
• Even if you have a traditional

pension plan, those benefits can
change. Your employer can’t
take away benefits you’ve al-
ready earned, but benefits going
forward can be reduced. Keep an
eye on your pension plan so you
know if your employer makes
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changes.
• Switching jobs can affect your

retirement benefits. If you have
a traditional pension plan, don’t
change jobs without considering
your pension benefits.  The same
applies to 401(k) plans with
matching employer contribu-
tions.  You may find staying at
your job a while longer will sig-
nificantly increase your benefits.

• Don’t forget about pension ben-
efits at previous employers.
Many employees leave a compa-
ny without realizing they are 

Continued on page 3
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Pump Up Encourage Your Child to Fund an IRA
Even if you participate in a 
company-sponsored retirement
plan, you can make contributions
to an IRA, provided your adjust-
ed gross income does not exceed
certain limits.  

• Reduce your preretirement ex-
penses. Typically, you’ll want a
retirement lifestyle similar to
your lifestyle before retirement.
Become a big saver now and you
enjoy two advantages.  First, you
save significant sums for your re-
tirement.  Second, you’re living
on much less than you’re earn-
ing, so you’ll need less for retire-
ment.  For instance, if you live on
100% of your income, you’ll have
nothing left to save toward retire-
ment.  At retirement, you’ll prob-
ably need close to 100% of your
income to continue your current
lifestyle.  With saving 10% of
your income, you’re living on
90%.  At retirement, you’ll proba-
bly be able to maintain your stan-
dard of living with 90% of your
current income.

• Move to a smaller home. As
part of your efforts to reduce
your preretirement lifestyle, con-
sider selling your home and
moving to a smaller one, espe-
cially if you have significant eq-
uity in your home.  If you’ve
lived in your home for at least
two of the previous five years,
you can exclude $250,000 of gains
if you are a single taxpayer and
$500,000 of gains if you are mar-
ried filing jointly.  At a minimum,
this strategy will reduce your liv-
ing expenses so you can save
more.  If you have significant eq-
uity in your home, you may be
able to use some of the proceeds
for savings.

• Substantially increase your sav-
ings as you approach retirement.
Typically, your last years of em-
ployment are your peak earning
years.  Instead of increasing your
lifestyle as your pay increases,
save all pay raises.  Anytime you
pay off a major bill, such as an
auto loan or your child’s college

Continued from page 1

2

Once your child starts work-
ing, help him/her develop

good savings habits by encourag-
ing him/her to fund an individu-
al retirement account (IRA).  Even
if your child only contributes for a
few years, an IRA can provide sig-
nificant funds for retirement.

Your child must have earned
income to contribute to an IRA
and may only contribute the less-
er of earned income or the maxi-
mum IRA contribution.  The max-
imum limit is $5,500 in 2017.  

Assume your 16-year-old
daughter starts working part-
time.  If she contributes $2,000 to
an IRA from the ages of 16 to 22,
she will contribute $14,000 over
seven years.  With no further 
contributions, the IRA could 
potentially grow to $527,437 on a 
tax-deferred or tax-free basis by
age 65.  That assumes earnings of
8% compounded annually, but
does not include any income taxes
that might be due.

If your child continues $2,000
IRA contributions until age 65,
she would make total con -
tributions of $98,000 and may 
accumulate investments of
$1,145,540.  (These examples are pro-
vided for illustrative purposes only
and are not intended to project the
performance of a specific investment
vehicle.)

Although most children will
be eligible to contribute to both a
traditional deductible IRA and a
Roth IRA, you should probably
encourage your child to fund a
Roth IRA, which has several 
advantages:

• Roth IRAs are more flexible.
Your child can withdraw all or
part of his/her contributions at
any time without paying federal
income taxes or penalties.  Thus,
if your child later decides to use
contributions for college, a car, a
down payment on a home, or for
some other purpose, contribu-
tions can be withdrawn with no
tax consequences.

• Earnings accumulate tax free,
plus qualified distributions can
be withdrawn tax free. A quali-
fied distribution is one made at
least five years after the first
contribution and after age 59½.
There are also certain circum-
stances where earnings can 
be withdrawn without paying
income taxes and/or the 10%
federal income-tax penalty.  If
your child allows the funds to
grow until at least age 59½, all
contributions and earnings can
be withdrawn without paying
any federal income taxes.

• A traditional deductible IRA
offers little tax benefit to a
child. When your child first
starts working, he/she will typi-
cally pay a low marginal tax rate
on his/her income.  So even
though the Roth IRA contribu-
tion is not tax deductible, your
child typically receives little or
no tax benefit from deducting
the traditional IRA contribution
anyway.
If you can’t convince your child

to use his/her own money to fund the
IRA, consider reimbursing him/her
as part of your annual gift tax exclu-
sion for any IRA contributions. zxxx
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tuition, take the money that was
going toward that bill and put it
in your retirement savings.

• Restructure your debt. Check
whether refinancing will reduce
your monthly mortgage pay-
ment.  Find less-costly options for
consumer debts including credit
cards with high interest rates.
Systematically pay down your

debts, and most important —
don’t incur any new debt.  If you
can’t pay cash for something,
don’t buy it.

• Stay committed to your goals.
At this age, it’s imperative to
maintain your commitment to
saving.  Please call if you’d like
to discuss this in more detail.     zxxx



Challenges

entitled to pension benefits.  Be-
fore changing jobs, check with
your employer to find out what
benefits you are entitled to.  Then
keep track of the company so 
you can claim benefits when you 
retire.

• Early retirement can significant-
ly reduce your retirement bene-
fits. Sure, it sounds great to 
retire before age 65 with compa-
ny pension benefits.  But don’t
just look at how much you’ll 
receive when you retire early.
Also consider what you would
receive if you wait until normal
retirement age.  Retiring early
can dramatically lower your
monthly pension benefits for sev-
eral reasons — you won’t have as
many years of service, salary in-
creases you would have earned
aren’t considered, and those extra
years of benefits cause a large 
actuarial deduction in benefit 
calculations.

• You may not be able to count on
health insurance benefits after
retirement.  Due to rapidly in-
creasing costs for health insur-
ance, many companies are either
phasing out health insurance
benefits for retirees or increasing
retirees’ share of the cost.  While
Medicare is still available once
you turn age 65, those benefits
don’t cover all medical costs.
Whether or not you can count on
health insurance benefits is often
a significant factor in deciding
whether you can retire before 
age 65.

• Social Security benefits are
changing.  Normal retirement
age is gradually increasing from
age 65 to age 67, a change affect-
ing anyone born in 1938 or later.
You can still receive reduced ben-
efits at age 62, but the permanent
reduction in benefits is increasing
from 20% to 30% depending 
on your year of birth.  These
changes are meant to encourage
you to retire at a later date.

• Decide carefully before taking a
lump-sum distribution. Some

Continued from page 1
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Don’t Touch Your 401(k) Plan
If you leave your employer, becareful about what you do with
your 401(k) funds.  Your worst op-
tion is to take a distribution, pay
taxes and a penalty on it, and then
spend the money on something
other than retirement.  By doing
so, you use retirement funds and
forego any further tax-deferred
growth on those assets.  In addi-
tion, you may incur a large tax bill,
since withdrawals are subject to
ordinary income taxes and a 10%
federal income tax penalty if you
are under age 59½ (55 if you are 
retiring).

Don’t think it’s just a small
amount and won’t make much dif-
ference for your retirement.  Over
the long term, even a modest sum
can grow to a significant amount. 

You have three options to keep
your 401(k) funds in a tax-deferred
vehicle until retirement:
• Leave the funds in your former

employer’s 401(k) plan. Gener-
ally, you can leave the funds in
your former employer’s plan if
your balance is at least $5,000.
However, most plans will not
allow you to borrow from your
account once you leave the
company.  Until you consider
all your options, you might
want to at least temporarily
leave the funds with your for-
mer employer’s plan.

• Transfer your funds to your
new employer’s plan. Find out
if your new employer’s plan ac-
cepts rollovers.  If so, you can
typically make the rollover even
before you are eligible to make
contributions.  However, first
check out the investment op-
tions to make sure the new plan
has options that will fit your in-
vestment goals.  Once the funds

are in your new employer ’s
plan, you’ll be able to take
loans, if permitted by the plan.
Also, if you work past the age of
70½, you won’t be required to
take distributions from the
401(k) plan until you retire.
With traditional individual re-
tirement accounts (IRAs), you
must take withdrawals once
you turn age 70½, even if you
are still working.  If you decide
to transfer the funds to your
new employer ’s plan, get the
appropriate paperwork from
your new employer so the funds
can be transferred directly to the
new plan’s trustee.  Otherwise,
if the funds go directly to you,
your former employer will be
required to withhold 20% for
taxes.  You must then replace
the 20% with your own funds
within 60 days, or the 20% with-
holding will be considered a
distribution subject to income
taxes and the 10% federal 
income-tax penalty.

• Roll the funds over to a tradi-
tional IRA. Again, you should
have your former employer
transfer the funds directly to the
IRA trustee to avoid the 20%
withholding described above.
Once the funds are rolled over
to an IRA, you can invest in a
wide variety of investment al-
ternatives.  With a 401(k) plan,
you typically have a limited
number of options.  If you plan
on leaving part of your 401(k)
balance to your heirs, an IRA
usually has more flexible op-
tions than a 401(k) plan.  After
the funds are transferred to a
traditional IRA, you can then
convert the balance to a Roth
IRA.     zxxx

traditional pension plans allow
lump-sum distributions instead
of monthly pension benefits.  Use
that option with care.  While the
amount of money might seem
large, are you sure you can invest

it and earn more than the month-
ly pension option?
There are many challenges to

saving for retirement.  If you’d like
to discuss your retirement plans in
more detail, please call.     zxxx



News and Announcements
Keeping Track of Retirement Funds

Most of us change jobs at least twice before retiring,
leaving a trail of retirement nest eggs behind us. Now that
defined-contribution plans are much more prevalent 
than defined-benefit plans, we have more responsibility for
financing our retirement.  So it’s important to manage our
retirement accounts actively.  But how can you do that if
your accounts aren’t even located in one place?  Here are a
couple of tips:

Organize your records. As long as you continue to
hold your account in a former employer’s plan, you should
receive statements.  Keep them all in a file — or even better,
enter them all in a spreadsheet, tracking the combined 
balances and amounts in each type of investment.  At a
minimum, managing your retirement accounts means
knowing how you’re diversified and the weighting of the
different types of investments.

Consolidate your accounts. It’s much easier to 
manage your assets if they’re all in one place.  Fill out the 
necessary paperwork for rolling them over into one 
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account.  That single consolidation account could be the
plan you’re currently contributing to if it permits rollover
contributions.  You can also open a rollover individual re-
tirement account (IRA) and have the funds from your other 
accounts directly transferred there.  Be careful about asking
for a check.  Withholding taxes may be taken out, and you
may have to pay a penalty if you don’t deposit the check
into a qualified account within 60 days.
If You’ve Lost Track of Accounts

If you’ve lost track of one or more of your accounts
with a former employer, contact your old employer and
ask them to confirm that you participated in the plan and
the steps you need to take to get a current statement of
your account.  Or find an old statement and look for a 
contact phone number or address.  As long as there are 
assets in the account, the financial institution can probably
still account for them.                      

Month-end
Indicator Sep-17 Oct-17 Nov-17 Dec-16 Nov-16
Prime rate 4.25 4.25 4.25 3.75 3.50
3-month T-bill yield 1.05 1.02 1.29 0.56 0.49
10-year T-note yield 2.26 2.33 2.37 2.55 2.26
20-year T-bond yield 2.57 2.61 2.62 2.86 2.66
Dow Jones Corp. 2.97 3.08 3.11 3.17 3.16
GDP (adj. annual rate)# +1.20 +3.10 +3.00 +2.10 +3.50

Month-end % Change
Indicator Sep-17 Oct-17 Nov-17 YTD 12-Mon.
Dow Jones Industrials 22405.09 23377.24 24272.35 22.8% 26.9%
Standard & Poor’s 500 2519.36 2575.26 2647.58 18.3% 20.4%
Nasdaq Composite 6495.96 6727.67 6873.97 27.7% 29.1%
Gold 1283.10 1270.15 1280.20 10.4% 8.7%
Unemployment rate@ 4.40 4.20 4.10 -10.9% -16.3%
Consumer price index@ 245.50 246.80 246.70 2.2% 2.1%
Index of leading ind.@ 128.80 128.90 130.40 5.2% 4.7%

# — 1st, 2nd, 3rd quarter  @ — Aug, Sep, Oct   Sources:  Barron’s, Wall Street Journal
Past performance is not a guarantee of future results.

18-Month Summary of Dow Jones
Industrial Average, 3-Month T-Bill

& 20-Year Treasury Bond Yield
June 2016 to November 2017
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