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Kids are getting two more days off over
Memorial Day to make up for the light
winter we had, except for the blizzard of
Jan. 23-24. Again we can compare climate
to weather. We expect winter to be cold
and snowy, but that was ridiculous. Much
like a 6 yr. bull run in the market hitting
some volatility as we have recently. Didn’t
you expect it? Didn’t your friends who
warned of the 2000 Tech Wreck or the ’07
Debt Wreck call you again recently to
reminded we’re approaching a record bull
run and it may be time to take cover? But
how? With bonds and the 10 yr. treasury at
1.7%? By ‘picking’ good stocks? By
investing heavily in oil? With Alternatives,
Managed Money, Guaranteed Accounts or
a combination? Call me to review your
concerns and come up with solutions for
aging, longevity, healthcare, housing in
retirement, and quality of life. It’s easy to
handle your money when the market is up.
It’s my job to help you when times are bad,
or could be soon. Don’t wait until the
market is down.
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No doubt you've seen headlines reporting that a
particular stock index is up or down. But do you
know what an index is, and how understanding
the nuts and bolts of a specific index may be
helpful to you?
An index is simply a way to measure and report
the fluctuations of a pool of securities or a
representative segment of a market. An index is
developed by a company that sets specific
criteria to determine which securities are
included in the index based on factors such as
a company's size or location, or the liquidity of
its stock. For example, the S&P 500 is an index
made up of mostly large-cap U.S.-based
companies that Standard & Poor's considers to
be leading representatives of a cross-section of
industries.
The company that develops the index tracks
the performance of its components and
aggregates the data to produce a single figure
that represents the index as a whole. Virtually
every asset class is tracked by at least one
index, but because of the size and variety of the
stock market, there are more stock indexes
than any other type. It's important to note that
the performance of an unmanaged index is not
indicative of the performance of any specific
security. Individuals cannot invest directly in an
index.
Comparing apples to oranges
Since indexes encompass a wide range of 
securities, it's important to know what segment
of the market a particular index covers. For
instance, a composite index follows a specific
stock exchange. The Nasdaq Composite Index
includes all the stocks listed on the Nasdaq
market. Conversely, sector indexes track
securities in a specific industry.
Even indexes that include the same securities
may not operate in precisely the same way.
Generally, indexes tend to be either
price-weighted or market
capitalization-weighted. If an index is
price-weighted, such as the Dow Jones
Industrial Average, the impact of each stock on
the overall average is proportional to its price
compared to other stocks in the index. With a
price-weighted index, the highest-priced stocks

would have the most impact on the average. 
For example, a 1 percentage point drop in the 
price of a stock selling for $80 per share would
have more impact on the overall index's
performance than a 1 percentage point drop in
the price of a stock that had been selling for
$40 a share.
If an index is market capitalization-weighted or
market value-weighted, such as the Nasdaq
Composite Index or the S&P 500 Composite
Index, the average of the index is adjusted to
take into account the relative size of each
company (its market cap) to reflect its
importance to the index. Stocks with a larger
market capitalization have a greater influence
on how the index performs than stocks with a
smaller market capitalization. For example, if
the stock of a $10 billion market-cap company
drops by 1 percentage point, it will drag down
the index's performance more than a 1
percentage point drop in the share price of a $1
billion market-cap company.
Though an index adheres to a set of guidelines
for selection of the securities it includes, the
company that oversees the index generally
reviews the security selection periodically and
may make occasional changes. For example,
some indexes may rebalance if an individual
security grows so large that it dominates the
index. Others have a limit on how much of the
index can be devoted to a particular sector or
industry, and may rebalance if the proportion
gets skewed.
Indexes are worth watching
Stock indexes can provide valuable information 
for the individual investor. If checked regularly, 
an index can provide information that may help
you stay abreast of how the stock market in
general, or a particular segment of it, is faring.
However, understanding the differences
between indexes and how each one works will
help you make better use of the information
they provide. All investing involves risk,
including the possible loss of principal, and
there is no guarantee that any investment
strategy will be successful.
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Debt Optimization Strategies

You may be able to improve 
your financial situation by 
implementing certain debt 
payoff strategies that can 
reduce the time you make 
payments and the total 
interest you pay. Before 
starting any debt payoff 
strategy (or combination of 
strategies), be sure you 
understand the terms of 
your debts, including any 
prepayment penalties.

Note: All examples are 
hypothetical and used for 
illustrative purposes only. 
Fixed interest rates and 
payment terms are shown, 
but actual interest rates and 
payment terms may change
over time.

As part of improving your financial situation, 
you might consider reducing your debt load. A
number of strategies can be used to pay off
debt. However, before starting any debt payoff
strategy (or combination of strategies), be sure
you understand the terms of your debts,
including interest rates, terms of payment, and
any prepayment or other penalties.
Understand minimum payments (a 
starting point)
You are generally required to make minimum 
payments on your debts, based on factors set
by the lender. Failure to make the minimum
payments can result in penalties, increased
interest rates, and default. If you make only the
minimum payments, it may take a long time to
pay off the debt, and you may have to pay large
amounts of interest over the life of the loan.
This is especially true of credit card debt.
Your credit card statement will indicate the
amount of your current monthly minimum
payment. To find the factors used in calculating
the minimum payment amount each month, you
need to review terms in your credit card
contract. These terms can change over time.
For credit cards, the minimum payment is 
usually equal to the greater of a minimum 
percentage multiplied by the card's balance 
(plus interest on the balance, in some cases) or
a base minimum amount (such as $15). For
example, assume you have a credit card with a
current balance of $2,000, an interest rate of
18%, a minimum percentage of 2% plus
interest, and a base minimum amount of $15.
The initial minimum payment required would be
$70 [greater of ($2,000 x 2%) + ($2,000 x (18%
/ 12)) or $15]. If you made only the minimum
payments (as recalculated each month), it
would take you 114 months (almost 10 years)
to pay off the debt, and you would pay total
interest of $1,314.
For other types of loans, the minimum payment
is generally the same as the regular monthly
payment.
Make additional payments
Making payments in addition to your regular or 
minimum payments can reduce the time it takes
to pay off your debt and the total interest paid.
The additional payments could be made
periodically, such as monthly, quarterly, or
annually.
For example, if you made monthly payments of
$100 on the credit card debt in the previous
example (the initial minimum payment was
$70), it would take you only 24 months to pay

off the debt, and you would pay total interest of
just $396.
As another example, let's assume you have a
current mortgage balance of $100,000. The
interest rate is 5%, the monthly payment is
$791, and you have a remaining term of 15
years. If you make regular payments, you will
pay total interest of $42,343. However, if you
pay an additional $200 each month, it will take
you only 11 years to pay off the debt, and you
will pay total interest of just $30,022.
Another strategy is to pay one-half of your 
regular monthly mortgage payment every two
weeks. By the end of the year, you will have
made 26 payments of one-half the monthly
amount, or essentially 13 monthly payments. In
other words, you will have made an extra
monthly payment for the year. As a result, you
will reduce the time payments must be made
and the total interest paid.
Pay off highest interest rate debts first 
One way to potentially optimize payment of
your debt is to first make the minimum
payments required for each debt, and then
allocate any remaining dollars to the debts with
the highest interest rates.
For example, let's assume you have two debts,
you owe $10,000 on each, and each has a
monthly payment of $200. The interest rate for
one debt is 8%; the interest rate for the other is
18%. If you make regular payments, it will take
94 months until both debts are paid off, and you
will pay total interest of $10,827. However, if
you make monthly payments of $600, with the
extra $200 paying off the debt with an 18%
interest rate first, it will take only 41 months to
pay off the debts, and you will pay total interest
of just $4,457.
Use a debt consolidation loan
If you have multiple debts with high interest 
rates, it may be possible to pay off those debts
with a debt consolidation loan. Typically, this
will be a home equity loan with a much lower
interest rate than the rates on the debts being
consolidated. Furthermore, if you itemize
deductions, interest paid on home equity debt
of up to $100,000 is generally deductible for
income tax purposes, thus reducing the
effective interest rate on the debt consolidation
loan even further. However, a home equity loan
potentially puts your home at risk because it
serves as collateral, and the lender could
foreclose if you fail to repay. There also may be
closing costs and other charges associated with
the loan.
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Common Financial Wisdom: Theory vs. Practice

It might not always be 
possible to follow some 
common financial wisdom.

Note: All investing involves 
risk, including the possible 
loss of principal, and there 
can be no assurance that 
any investment strategy will 
be successful.

In the financial world, there are a lot of rules 
about what you should be doing. In theory, they 
sound reasonable. But in practice, it may not be
easy, or even possible, to follow them. Let's
look at some common financial maxims and
why it can be hard to implement them.
Build an emergency fund worth three to 
six months of living expenses
Wisdom: Set aside at least three to six months
worth of living expenses in an emergency
savings account so your overall financial health
doesn't take a hit when an unexpected need
arises.
Problem: While you're trying to save, other
needs--both emergencies and
non-emergencies--come up that may prevent
you from adding to your emergency fund and
even cause you to dip into it, resulting in an
even greater shortfall. Getting back on track
might require many months or years of
dedicated contributions, leading you to
decrease or possibly stop your contributions to
other important goals such as college,
retirement, or a down payment on a house.
One solution: Don't put your overall financial 
life completely on hold trying to hit the high end
of the three to six months target. By all means
create an emergency fund, but if after a year or
two of diligent saving you've amassed only two
or three months of reserves, consider that a
good base and contribute to your long-term
financial health instead, adding small amounts
to your emergency fund when possible. Of
course, it depends on your own situation. For
example, if you're a business owner in a volatile
industry, you may need as much as a year's
worth of savings to carry you through uncertain
times.
Start saving for retirement in your 20s 
Wisdom: Start saving for retirement when
you're young because time is one of the best
advantages when it comes to amassing a nest
egg. This is the result of compounding, which is
when your retirement contributions earn
investment returns, and then those returns
produce earnings themselves. Over time, the
process can snowball.
Problem: How many 20-somethings have the
financial wherewithal to save earnestly for
retirement? Student debt is at record levels,
and young adults typically need to budget for
rent, food, transportation, monthly utilities, and
cell phone bills, all while trying to contribute to
an emergency fund and a down payment fund.
One solution: Track your monthly income and 
expenses on a regular basis to see where your
money is going. Establish a budget and try to

live within your means, or better yet below your
means. Then focus on putting money aside in
your workplace retirement plan. Start by
contributing a small percentage of your pay,
say 3%, to get into the retirement savings habit.
Once you've adjusted to a lower take-home
amount in your paycheck (you may not even
notice the difference!), consider upping your
contribution little by little, such as once a year
or whenever you get a raise.
Start saving for college as soon as your 
child is born
Wisdom: Benjamin Franklin famously said 
there is nothing certain in life except death and
taxes. To this, parents might add college costs
that increase every year without fail, no matter
what the overall economy is doing. As a result,
new parents are often advised to start saving
for college right away.
Problem: New parents often face many other 
financial burdens that come with having a baby;
for example, increased medical expenses,
baby-related costs, day-care costs, and a
reduction in household income as a result of
one parent possibly cutting back on work or
leaving the workforce altogether.
One solution: Open a savings account and set
up automatic monthly contributions in a small,
manageable amount--for example, $25 or $50
per month--and add to it when you can. When
grandparents and extended family ask what
they can give your child for birthdays and
holidays, you'll have a suggestion.
Subtract your age from 100 to 
determine your stock percentage
Wisdom: Subtract your age from 100 to 
determine the percentage of your portfolio that 
should be in stocks. For example, a 45-year-old 
would have 55% of his or her portfolio in stocks,
with the remainder in bonds and cash.
Problem: A one-size-fits-all rule may not be
appropriate for everyone. On the one hand,
today's longer life expectancies make a case
for holding even more stocks in your portfolio
for their growth potential, and subtracting your
age from, say, 120. On the other hand,
considering the risks associated with stocks,
some investors may not feel comfortable
subtracting their age even from 80 to determine
the percentage of stocks.
One solution: Focus on your own tolerance for
risk while also being mindful of inflation.
Consider looking at the historical performance
of different asset classes. Can you sleep at
night with the investments you've chosen? Your
own peace of mind trumps any financial rule.
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Organizing your financial 
records is a cyclical process 
rather than a one-time event. 
You'll need to set up a system
that helps you organize

incoming documents and maintain existing files
so that you can easily find what you need. Here
are a few tips.
Create your system: Where you should keep 
your records and documents depends on how
quickly you want to be able to access them,
how long you plan to keep them, and the
number and type of records you have. A simple
set of labeled folders in a file cabinet may be
fine, but electronic storage is another option for
certain records if space is tight or if you
generally choose to receive and view records
online. No matter which storage option(s) you
choose, try to keep your records in a central
location.
File away: If you receive financial statements 
through the mail, set up a collection point such
as a folder or a basket. Open and read what
you receive, and decide whether you can file it
or discard it. If you receive statements
electronically, pay attention to any notifications
you receive. Once you get in a routine, you may

find that keeping your records organized takes
only a few minutes each week.
Purge routinely: Keeping your financial
records in order can be even more challenging
than organizing them in the first place. Let the
phrase "out with the old, in with the new" be
your guide. For example, when you get this
year's auto policy, discard last year's. When
you receive an annual investment statement,
discard the monthly or quarterly statements
you've been keeping. It's a good idea to do a
sweep of your files at least once a year to keep
your filing system on track (doing this at the
same time each year may be helpful).
Think safety: Don't just throw hard copies of
financial paperwork in the trash. To protect
sensitive information, invest in a good quality
shredder and destroy any document that
contains account numbers, Social Security
numbers, or other personal information. If
you're storing your records online, make sure
your data is encrypted. Use strong passwords,
and back up any records that you store on your
computer.

How long should I keep financial records?
There's a fine line between keeping financial records for a reasonable period of
time and becoming a pack rat. A general rule of thumb is to keep financial
records only as long as necessary. For example, you may want to keep ATM
receipts only temporarily, until you've reconciled them with your bank statement.
But if a document provides legal support and/or is hard to replace, you'll want to

keep it for a longer period or even indefinitely. It's ultimately up to you to determine which records
you should keep on hand and for how long, but here's a suggested timetable for some common
documents.

One year or less More than one year Indefinitely
Bank or credit union
statements

Tax returns and
documentation*

Birth, death, and marriage
certificates

Credit card statements Mortgage contracts and
documentation

Adoption papers

Utility bills Property appraisals Citizenship papers
Annual insurance policies Annual retirement and 

investment statements
Military discharge papers

Paycheck stubs Receipts for major purchases 
and home improvements

Social Security card

*The IRS requires taxpayers to keep records that support income, deductions, and credits shown 
on their income tax returns until the period of limitations for that return runs out--generally three to
seven years, depending on the circumstances. Visit irs.gov or consult your tax professional for
information related to your specific situation.
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What are some tips for organizing financial records?
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