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In It for the Long Haul

The good news is, you might be around for a while. The bad news is, your
money might not go the distance. One recent survey found that 67% of
retirees and 61% of workers underestimated the life expectancies for
people of their age.' Another survey found that if retirees lived just five
years longer than they expected, 53% would slash their spending and 42%
would dip into funds set aside for heirs.2
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Unfortunately, many people have unrealistic Live Long and Prosper

expectations about how long they could spend in Average remaining life expectancies for men and women
retirement. And because the basis for a realistic B

.""?

retirement-necds calculation is life expectancy, =

many people underestimate the amount of money
they will need over the course of their retirements.

Current Age

Playing It Safe?

One problem might be a reluctance to invest in
equitics during retirement. In a survey of high-net-
worth 6l-year-olds (nest eggs of $1 million)_almaost
40% said they were expecting o invest more conser

vatively in retirement.’ For many retirees, this means
investing in fixed-income vehicles, In fact, only 29%
of the survey respondents owned stocks at all.*
Although people generally invest more
conservatively as they age, many investors don't
realize that they may spend up to three decades in
retirement. Fixed-income vehicles may not provide
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For the Long Haul

feontinued from page 1)

the return necessary 1o
keep a portfolio grow-
ing that long. Remember
that investments seeking
to achieve higher rates
of return also involve a
higher degree of invest-
ment risk.

Social Security
Solution

One strategy to con-
sider for a long retirement
might be to delay taking
Social Security benefits,
up to age 70, This would
give you a higher benefit
for the rest of your life. To
calculate your breakeven
point for delaying benefits
as opposed to taking them
carlier, visit the Social
Security  Administration’s
Web site at www.ssa, gov/
retire2/breakeven.hitm.

Also, be careful how
much you withdraw from
vour portfolio every vear.
As a general rule of thumb,
vou should keep wour
annual withdrawal rate at
or below 4% to prevent it
from depleting too fast.

In short, its impor-
tant to take the long view
on your retirement. Call
today to see how we can
help you make sure that
your money lasts as long
as you do.

1-2) The Hall Streei Sourmed,
Betober 4, 200K
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To Do the Most Good

Americans are a charitable group. More than 80% of the money
raised by charities in this country comes from individuals.’
in 2005, Americans donated an estimated $260 billion.?

While donating money is cer-
tainly good, a giving strategy
that utilizes a charitable trus
may provide meaningful finan-
cial advantages in addition to the
personal satisfaction that comes

“I'decm it the duty of

every man to devote
a certain portion of
his income for
charitable purposes;
and that it is lis
further duty to
see it so r!l!flrfff!'nl'

from giving.

Charitable Remainder
Trust

When money, sccurities, prop-
erty, or other assets are placed in
a properly structured charitable
remainder trust. the donor or a
beneficiary receives income for a
specific term or for life. When the trust expires,
the designated chanty receives the assets that remain.

For the donor, there are several potential tax henefits. Assets placed in the trust may
be partially deductible for income tax purposes. At death, trust assets are not subject 1o
estate taxes because they are no longer part of the donor’s taxable estate. Finally, any
appreciated assefs in the trust may not be subject to current capital gans tax.

Charitable Lead Trust

A charitable lead trust 15 an estate conservation lool that uses your assets to provide

as to do the most
good of which
it is capable.”

I'homas Jefferson

income for a charity during vour lifetime and then transfers the remaining assets to
your heirs when you die. This could potentially reduce any estate tax that may be due
on the assets in the trust, most notably on highly appreciated assets, because they are
not subject to current capital gains tax.

Keep in mind that donations to both types of charitable trusts are irrevocable; there-
fore, the assets cannot be withdrawn once the trusts are formed. Not all charitable
organizations are able to use all possible gifts: it is prudent to check first, The type of
organization you select can also affect the tax benefits you receive, The use of trusts
involves a complex web of tax rules and regulations. You should consider the counsel
of an experienced estate planning professional and your legal and tax advisors before
implementing such strategies.

A properly structured charitable trust may not only benefit vour fellow man but
could help vou realize additional tax benefits as well.

1y Beter Business Bureay Wise Giving Alliance, September 2004
2) Civing USA Foundation™, 2006



An Opportunity to Grow Your Money

Exchange-traded funds have been offered since 1993, and
interest in them has risen steadily in recent years. Since 2002,
exchange-traded fund (ETF) assets have more than tripled to
reach $335 billion.' By July 2006, the number of offerings had
more than doubled to 268.2

Exchange-traded funds are unique investments that offer some interesting features. Similar to index funds
i some ways, yet closer to stocks in others, ETFs may not be for everyone but are worth checking out.

The Feeling Is Mutual

An ETF is a passively managed portfolio of securities that is sold in
individual shares on a stock exchange. The underlying securities may
all be from a certain sector or country or they may track a broad
market index. In this way, ETFs are a lot like mutual funds,

But an ETF share actually has more in common with a share
of stock. Exchange-traded funds can be purchased on margin,
sold short, and traded any time the markets are open. ETFs tend
to charge lower annual expenses than mutual funds, but most
mvestors must pay a commission to trade shares because they
cannot buy directly from the issuing company

The price of ETF shares is actually based on the
supply and demand for the shares themselves, not on
the net asset value of the underlying securities.
However, the performance of the underlying securitics
can affect the supply and demand for the ETF shares.

Other factors can influence ETF prices as well. So it is
possible for an ETF share to trade at either a premium
or a discount relative to the value of the underlying

Number of

ETFs by Type Bond Index

securities. 63
The value of ETF shares fluctuates with changes ! e

m market conditions, Shares, when sold. may be : ' Global/

worth more or less than their original cost. Iinterational
Combining some of the features of mutual funds and stocks, Equity Index

ETFs present an exciting investment opportunity.

Exchange-traded funds and mutual funds are sold by prospec-
tus. Please consider the invesiment objectives, risks, charges, and
expenses carefully before investing, The prospectus, which con- Domestic
fains this and other information abour the investment company, (sector/industry)
can be obtained from yvour financial professional. Be sure to read :
the prospectus carefully before deciding whether 1o fnvesi,

1 e Wall Styeer Sournad, June |7, 2006

2) lnvestment Company Institute, 2006 Source: Investment Campany Instilute, 2008




FINANCIAL FUNDAMENTALS

Calculating the Taxable Equivalent Yield

Many people would love to avoid paying taxes. There are several different types of mvestments that offer a
tax-exempt return. However. these investments often feature lower yields as a result,

The taxable equivalent yield shows what an investor would have to earn on a taxable investment in order to
match the expected yield on a tax-exempt investment. In the example below. an 8% taxable yield would be the
equivalent of a 6% tax-exempt vield. You can use the last column to compare your own investments. Generally,
the higher your taxable income, the more you can benefit from a tax-exempt investment.

Example You
1. The expected yield on a

tax-exempt investment 6_% %
2. Your federal marginal income tax rate 25 % %

3. Subtract your rate from 100%
(1.00 - line 2) D% %
4. Taxable equivalent yield (line 1 = line 3) & % %

This hypothetical example is used for ganaral ilfustrative purposes only and doas nat refiect
the perormance of any specific Imestments. The inferest income on fax-examgl Invesiments is
generally free of lederal income taxes, Possible slale laxes, capital gains faxss, and alternative
minimiim ftaxes are not considerad. This formula is only ane factor that should be considered
when purchasing sacurities and is meant to be used enly as a genezal guideling when
calculating tha taxable equivalent yvields on agency and treasury securfies.

The information contained in this newsletter is not intended as tax or legal advice, and it may not be relied on tfor the
purpose of avoiding any federal tax penalties. You are encouraged to seek tax or legal advice from an independant pro-
fessional advisor. The content is derived from sources believed to be accurate. Neither the information presented nor any

H ow fong will vou spend in retivement? Will vour retivement savings go the distance? Call today to discuss
important financial strategies.

For help with veur financial decisions,
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