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HealtHy Habits

You probably know how important it is to keep your 
body healthy. Habits like eating right, exercising, and 
taking vitamins will help you maintain your health. 
Did you also know that adopting some healthy 
financial habits can help you keep your retirement 
planning in good shape?

Measure Performance Regularly 
At least once a year, take a look at how your 
investments have performed. Make sure to check both 
recent and long-term performance. If your investments 
have experienced some short-term losses, don’t panic. 
Temporary performance fluctuations are a normal part 
of investing. 

A good way to determine how well your portfolio has 
performed is to look at the performance of similar 
investments. Compare your returns to the returns of a 
comparable benchmark index. If an investment’s return 
is consistently much lower than that of its benchmark 
index, it may be time to consider making a change.

Check Portfolio Weightings
Has your asset allocation shifted? You may need 
to rebalance your portfolio if one investment type 
represents a much higher—or lower—percentage of 
your portfolio than you had intended. Also, make 
sure that your asset allocation still reflects your risk 
tolerance. As you near retirement, you may find that 
you want to move some of your money into more 
conservative investments.

Find Out About New Options
Has your plan added any new investment options this 
year? If it has, see if any of them would work with 

your portfolio and benefit your retirement goals. It’s 
possible that a new investment option may be a good 
fit for your risk tolerance and long-term goals.

Get Up to Date with Designations
Think about how your life has changed over the 
past year. Has there been a marriage, birth, death, or 
divorce in your family? A major life event could affect 
your retirement plan. You may need to change your 
beneficiary designations, especially if your spouse has 
died or you’ve remarried. Since your beneficiary is 
the person (or persons) who will receive the funds in 
your retirement plan account, it’s important that your 
designations are up to date.

Figure Out Financial Fitness
Are you on track to reach your financial goals? If 
you’re worried that you won’t be able to accumulate 
enough money to provide you with a comfortable 
lifestyle during retirement, you may need to start 
making some changes. Adopting healthier financial 
habits now may help you have a financially fit future.
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CHarting a new Course

Investing for retirement is a long-term venture that 
is ever evolving. Just as ship captains adjust their 
course to account for changes at sea, you may need 
to adjust your investment course from time to time. 
Here are some of the conditions that may indicate you 
need to chart a new course for your retirement plan 
investments.

Rough Seas
While it’s normal for investments to experience 
short-term fluctuations, poor performance for an 
extended period is cause for concern. Look closely at 
the investment and compare its performance to that 
of its benchmark index. If an investment consistently 
underperforms its benchmark, it’s probably time to 
steer clear of it.

Shift in Cargo
Investments often grow at different rates, especially 
different types of investments. If one asset type 
outperforms others, it eventually may comprise a 
larger percentage of your portfolio than you intended. 
To regain your intended asset allocation, you may 
need to switch out of some investments and into 
others. Or, you can direct new plan contributions to 
the underrepresented asset type until your portfolio is 
rebalanced.

Passenger Modifications
A major change in your life—getting married, having 
a baby, getting divorced, or losing a loved one—may 
impact your financial goals. Your portfolio may now 
be too aggressive or conservative for your new stage 
of life. You might need to make adjustments to your 
portfolio so you have a more appropriate mix of 
investments.

When Retirement Is on the Horizon
As you near retirement, consider your portfolio’s 
exposure to risk. If your account is heavily invested 
in stocks, it may be time to adjust your investment 
strategy. You may want to consider moving some 
of your money out of stocks and into less risky 
investments, such as bond and cash alternative 
investments.* This new course may help protect your 
portfolio from large losses if the stock market suddenly 
heads south. Unlike when you were younger, you 
now have less time to ride out and recover from any 
downturns.

Successfully navigating your way toward your 
retirement may require you to periodically make 
adjustments to your course.

Changing Course
As Bob approaches his anticipated retirement date, he 
moves some of his portfolio out of stock investments 
and into less aggressive investments.

bo b’s 
or i g i na l as s e t 

al l o Cat i o n

bo b’s 
ne w as s e t 
al l o Cat i o n

Stocks 55% 30%

Bonds 35% 50%

Cash Alternatives 10% 20%

This is a hypothetical example used for illustrative purposes 
only. These sample allocations are illustrations only. In 
applying any asset allocation model to your individual 
situation, you should consider your other assets, income, and 
investments (for example, your home equity, IRA investments, 
savings accounts, and other retirement accounts) in addition 
to the balance in this plan.

Source: DST

*Prices of fixed income securities may fluctuate due to 
interest-rate changes. Investors may lose money if bonds 
are sold before maturity. Cash alternative investments are 
short-term securities that can be readily converted to cash, 
such as U.S. Treasury bills. Cash alternative investments may 
not be federally guaranteed or insured and investors might 
lose money. Returns on cash alternative investments may not 
keep pace with inflation.
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PrePaying your Mortgage—a 
good deCision?
In this time of low interest rates, does it make sense to 
prepay your mortgage? The earlier you pay off your 
mortgage, the more interest you may save. Even if your 
mortgage rate is relatively low, it may be difficult to 
find a conservative investment that would pay you a 
higher rate. Unless you expect to earn substantially 
more by investing your money elsewhere, prepaying 
could make sense. However, there are some additional 
factors to consider.

Other Debts
If you have credit card debt, auto loans, or other debts 
that have a higher interest rate than your mortgage, 
paying those off should be a priority, especially since 
the interest on consumer debts is generally not tax 
deductible.

Goals
Before you prepay, consider whether you’ll need that 
money in the future for college expenses or other 
financial goals. If you prepay your mortgage and later 
decide to borrow against your home equity, rates may 
have risen, making your new loan more costly than the 
one you prepaid.

Taxes
If you itemize your deductions, prepaying means your 
home mortgage interest deduction would be reduced 
or eliminated. The tax impact of having less deductible 
interest won’t be as severe if you are a high earner 
subject to the newly reinstated overall limitation on 
itemized deductions. We can help you project the tax 
cost of losing all or part of your mortgage interest 
deduction.

watCH out!
Ah, retirement. The simple life. But not always. Some 
seemingly simple financial moves could end up costing 
you a bundle. 

Large spikes in your income could cause problems once 
you start receiving Social Security retirement benefits 
and/or enroll in Medicare. Before you sell appreciated 
stock, make another investment move that will trigger 
a large capital gain, or take a large taxable distribution 
from a qualified retirement plan or traditional 
individual retirement account (IRA), consider the 
following.

Higher Premiums
An increase in income could jack up your Medicare 
Part B premium and the amount you’re charged for 
Medicare prescription drug coverage. In 2016, higher 
rates apply if the modified adjusted gross income* 
on your most recent federal tax return (generally 
the return filed in 2015 for 2014) exceeds $85,000 
($170,000 for married couples).

The Part B surcharge (paid in addition to the standard 
premium) ranges from $48.70 to $268 per recipient, 
per month in 2016. The additional monthly charge for 
Medicare prescription drug coverage in 2016 generally 
ranges from $12.70 to $72.90.

Higher Taxes
A spike in income could also mean you’ll pay tax 
on more of your Social Security retirement benefits. 
Social Security won’t be taxable in any year your 
income** doesn’t exceed $25,000 ($32,000 if married 
filing jointly). But go over the limit, and you’ll have 
to report a portion of your Social Security benefits for 
tax purposes. At most, 85% of your benefits could be 
taxable.

By planning ahead, you may be able to lessen the 
financial impact of these provisions. 

*Adjusted gross income plus tax-exempt interest
**Adjusted gross income plus tax-exempt interest plus 
one half of Social Security benefits



This information is for general and educational purposes and not intended as legal, tax, 
accounting, securities, or investment advice, nor an opinion regarding the appropriateness of 
any investment, nor a solicitation of any type. Information obtained from third party sources 
are believed to be reliable but not guaranteed.

no exCuses, no regrets

Investing for retirement as soon as 
you begin working means never 
having to say you’re sorry—sorry 
for not saving, that is. If you’ve been 
diligent about setting aside a portion 
of your paycheck in a tax-advantaged 
account, you may be well on your 
way to accumulating a healthy 
nest egg.

But if your retirement investing 
efforts have consisted of excuses like 
the ones below for not saving more, 
creating a new strategy can get you 
moving in a better direction.

My Paycheck Is Spent Before I Get It
Are you watching where your money really goes? Trimming costs can 
leave more money to invest. Think of expenses you could downsize 
without much sacrifice. By cutting back on cable or cell phone services, 
entertainment costs, or even coffee on your way to work, you’ll have extra 
cash to invest for your future.

Investing Is Time Consuming
There’s plenty of support available. Your financial professional can help 
you design an investment plan suited to your goals and risk tolerance 
and assist you with monitoring your portfolio’s performance. Reading 
magazine and newspaper articles dealing with financial matters can keep 
you informed and simplify the task of investing.

I Want Access to My Money
Is the thought of having your money tied up preventing you from investing 
more? Treasury bills and other short-term investing vehicles allow you 
quick access to your cash if you need it, although earnings may not keep 
pace with inflation over the long term. 

Stock investments offer the potential for earning higher returns and 
generally can be sold quickly if you need your money. Keep in mind, 
though, that selling stocks when values are down could result in a loss of 
your principal. 

I’m Too Close to Retirement
It’s never too late to increase the amount you’re investing for your 
retirement. Consider contributing the maximum to your tax-advantaged 
401(k) plan or individual retirement account (IRA). For 2016, contribution 
limits are $18,000 for 401(k) and similar plans and $5,500 for IRAs. 
Catch-up contributions are $6,000 and $1,000, respectively, for individuals 
age 50 or older.
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