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In the beginning...

1. First some advice: grandkids
» Use your influence as a grandparent

2. Will I have enough?
How long will | need it

3. How to protect my heirs
IRA traps
Write ‘em a letter

4. Some general tips

In the beginning...

Teach the importance of saving

Teach what to invest in

Teach living expenses must be < than income
* After saving 10-15% -- automatic deposit

Teach credit card debt is not acceptable

* Making the minimum payment is a road to
financial ruin

Retirement: Planning

* In 1975 85% of workers had a workplace
retirement plan
* Provided by company or labor union

» Today: less than 30%
» Most companies converting to 401(k) plan, etc.
« Small matching contribution from company

« THEY'RE ON THEIR OWN
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Recession
2001

Where to invest:;

Recession
1991

» Stock market offers the highest return

* Managed mutual funds?
* Don'’t beat the market

Recession
1974

: Recession
2008-9
Black Monday |/
Oct 1987

* Index funds

Recession ~
* Always match the market 10 -

1979

* Individual companies?

» Can beat the market
* Not for the average investor

http://www.moneychimp.com/features/market_cagr.htm |
.

. | Think Long-term to lower risk
5 6 1926 1936 1946 1956 1966 1976 1986 19% 2006 2016
http://www.moneychimp.com/features/market_cagr.htm
Year and Return (%) Date Range
06 1L9 Jan 11925 to Dec 31 2016
015 131 Adjust for Infiation Those with their first paycheck
004 1381 ; o _
003 3243 include Dividends (and the average investor)
2012 1588
2011 207 Calculate ) )
2010 1487 "Average" retum: 1217 % * Invest in an index fund:
fggz ;iﬂ Annualized return . * S&P 500
A =3/.L2 - . 77 .
007 a6 (= True CAGR): 1022 & « Dow Jones Industrial Average
- : intinn- 0
2006 1574 ) Standard Deviation: ~ 20.06 % « NASDAQ 100
2003 479 $1.00 grew to: $ 7,741.96
S&P 500 returns (dividends included): Robert Shiller and Yahoo! Finance 8
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Retirement;: MONEY & Time

* Questions:
* How much am | spending?
* How much will | need?
* How long will | need it?
* When should | start it?
IRA Traps

Retirement Planning

» Budget form — what am | spending

» Spreadsheet analysis — what do | need
* How long will | need it

+ Additional Income sources — social security
» Estimated Social Security payments calculator
+ Life Expectancy calculator

http://www.socialsecurity.gov/planners/lifeexpectancy.htm

11

10
Actual Income $6,000 S0 S0 S0 S0 SO S0 S0 S0 S0 S0 SO $6,000|
Actual Cost 53,690 S0 50 S0 S0 50 S0 S0 S0 50 50 50 53,690
Actual Balance $2,310 50 S0 S0 SO S0 S0 $0 S0 S0 $0 SO $2,310]
Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
55,000
Income 2 $1,000
(Other
[Total $6,000 S0 S0 $0 $0 S0 S0 $0 S0 S0 $0 SO0
Housing 52,000
Rent
Electricity 575
Heat $70 1
He |How much will | s end‘
(Water/Utilities $60
[Cable & Internet $150
[Maintenance $50|
Insurance s40
[Total $2,470 S0 S0 $0 80 S0 S0 S0 S0 S0 $0 S0
Transportation
[Vehicle Payment $400
Insurance 5100 // _ /
s i http://bob-adams.net/retirement
Maintenance $30
Othe!
Total $630 S0 S0 S0 $0 S0 S0 $0 S0 S0 $0 S0
Food 12
Groceries $200
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Year = Sl < HOW LONG WILL MY MONEY LAST CALCULATOR AND HOW MUCH WILL | NEED -- Adjusted for inflation
oo oot TS Corent 22 ——————— ctretirement/ Withdrawal rate: [38% ] Inflstionate: 30% " Age you willetire: 7 Estimated Portfolio Growth Rate: [8.0%
Dollars $843,000|Current retirement fund value http:l/bob—adam . Portfolio value atretirement: $500,000
Dollars $0|Current annual salary or expect N retirement Partfolio Including el Remaining Balance Annually BudgetTooI
go{fars 5150%?)2 ;I'?lta‘lr expe:ses after retirement II Budg . Age Balance Inflation paid o you 1850000 .
ate . nflation rate ation Rale 800,
r Rale 67 500000 500000 1875 1600000 | Inﬂatlon Rate
Years (nn) 5 8|Economic downturn frequency S q = 517500 502500 A
i Rate : § ’ 1,400,000 | .

Rate 11.0%|Economic downturn rate ontraction Rate 69 535613 505,013 1894 Life Expectancy

Pre Retirement Planning 1,200,000 |
Age (nn) SarEE AT 70 554,359 507,538 1,903 £ 1000000 |
Ygar ) 2007 Ygar of retirement |I 71 573,762 510,075 1913 i ’SOG.CDG | e Current $$ Value
Year(s) -6|For you, this number represents years in retirement I ;: 553,843 512‘5'25 1’:;2 600,000 = Current $$ after Inflation
Rate 0.0%|Annual wage growth until retirement 614528 515,88 1 400,000 |
Dollars $0]Monthly investments until retirement || 7 636140 517,765 1842 200000 | W
Rate 8.0%]Investment growth rate before retirement || 7 658,405 520,354 1951 .
Dollars $0|Current adjusted annual salary or income at retirement || 76 681,449 522,955 1961 O M DO NN Do D
Dollars $35,000/Annual expenses inflated to estimated retirement date 77 705299 525,570 1971 erRPRROO0a a0 Age

What is Needed v.s. What You Have 78 729,985 528,198 1,981
-$798,433|Net worth needed to retire without depreciating principle 79 755534 530,839 1,991 )
[ZENN) Net worth @ retirement 80 781078 533493 2001 Monthly payments at the selected withdrawal rate-
Investment growth rate after retirement I 81 80937 536161 2011 adjusted for inflation (Future buying power)

ost Retirement

Age (nn 97| Estimated age at death . - i 1
Age Enn; 32]Years expecgteci to live in retirement | hst;tp'//al;?s? assiﬂrns-nii/lret!zoeument ‘ | HOW mUCh WI" I @
Dollars $26,453]Annual received [401(k) Portfolio etr 1 after taxe - 928’745 546‘964! 2’051 ’
Rate 0.0% . . 4 4 s 2,000 -
Dollars $32,500 http.//bob-adams.net/retlremen 85 961251 549699 2061 | %
Age (nn) 65| Age starling Social Securty T 87 994,894 552,448 2072 | 1800 |
Rate 2 0%)|Social Security growth rate (COLA) 88 1029716 555210 2,082
Dollars $0|Post retirement annual income - if any 83 1065756 557,986 2,092 1600 + L L B S B B L e e d
Years (nn) 0|Years working after retirement - if any 90  1,103057 560,776 2,103 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 9%4101
Dollars $3.4 aei MNet worth @ death 91 1,141664 563,580 2,113

How Long Will | Need It:

Longevity Calculator Online APS:

* Type in your spending and income

» BudgetSimple analyzes your finances
« Shows spending patterns-where your $$ are going

http://media.nmfn.com/tnetwork/lifespan/index.html#13
* Detailed and fun—no email address (recommended)

www.budgetsimple.com
Android - iPhone

https://rslic.metlife.com/lic/corpLongevity.do
¢ Medium detailed—no email address

https://www.livingto100.com/calculator/start/1 « Monitor bills. bank accounts. credit cards
* Detailed—requires email address ’ ’
+ Alerts you when payments due and funds are low

https://apps.bluezones.com/en/vitality

* Detailed—requires email address | www.check.me |
15

16
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Retirement Planning

: . “aign upf Differ Based on th| 9270
* What income will you need annua”y Trap's‘%u Decide tglg::r:SRecef:ingslgenoe?i:s Increase
. Thi. 1 b |
« $50,000? (Double it every 24 years) o0~ $1.000 e il vetiroment age of 26 . 3zl/o
+ Minus Social Security » 8% Increase 1 :
$1,200 [—
* Perhaps $25,000 annually from your 401(k) E 4988
« Maximum withdrawal 4.5% ‘é $900
» Total Amount needed in 401(k), IRA Z 600
* 10 X current gross income 2 oo
5o 62 63 64 65 66 67 68 69 70
17 Age You Choose to Start Receiving Benefits 18

401(k): Cost
Article on 401(k) fees. 0.78% mean average

— If over 1% complain to your company

http://blogs.smartmoney.com/encore/2012/0
9/10/among-401k-investors-a-big-
information-gap/?link=SM__hp_retirement

38% didn’t think they pay a fee
50% didn’t know they paid a fee

» Fees: Mutual Fund fee, Company fee
* http://americasbest401k.com/fee-checker/

19

IRA Inheritance Traps --

« One wrong move and the entire IRA is
taxed rather than tax-deferred
* Here’s what you need to know...

20
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IRA Traps -- Spouse

* You're a spouse who inherits an IRA
» “Retitle” it by putting it in your name
* Or
* Roll it into an IRA in your name

» Withdrawals will be required when you reach
age 70 2

21

IRA Traps -- Spouse

« If younger than 59 %2 10% tax on any
payout unless: retitled as an Inherited IRA
» “John Jones deceased (date) for benefit of
Mary Jones, beneficiary”
+ Can withdraw without penalty
» At age 59 7% retitle in Mary’s name only

* If not done—required withdrawals begin when
deceased spouse would have reached 70 %

22

IRA Traps -- Children

* Do not roll inherited IRA into child’s IRA

* Retitle it: “John Joe’s IRA deceased (date)
for the benefit of Bob Adawms, beneficiary”

« Each child retitles the IRA
» At age 59 % retitle into child’'s name only

* Inherit a 401(k)?
* Retitle it as an inherited IRA

The Retirement Savings Time Bomb...and How to Defuse it

Ed Slott - Syndicated Columnist
23

Medicare Trap -- You

» At age 65 sign up for Medicare

* (Unless continuing to work for a company with
20+ employees)
 Delaying may cost more and be delayed

 Delay taking Social Security if possible: +8%

+ If you have private health insurance:
* Check to see how Medicare fits into your plan

* Do not cancel private plan until Medicare starts
24
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Common sense letter:

Write a letter to your spouse and children
containing instructions

» Funeral arrangements and wishes
* Resuscitate instructions
* What’s to be done with your body

Where are important records kept
» Organize & centralize them

Safe deposit box? — how to access

Financial advisor name — phone
Access codes — Passwords???
* Lock ‘em up but provide access 25

Common sense letter:

List banking accounts — Credit Cards
 Access codes - Passwords???

List your bills and how they are paid
* How to stop automatic payments
List loans — if any

» Contact name & phone

List brokerage and savings accounts
» Contact name & phone

How to contact other investment accounts

26

Common sense letter:

« List insurance policies
» Prepare Will, POA for health & financial

« Have a family financial meeting

» Setup a Trust
* Probate can be expensive — 3%-5% of inheritance
» Probate can substantially delay closing estate
* Probate is public

» Health Care Directive —
» Search online for: “Health Care Directive your state”
* Meet with your heirs and “talk”

27

Must Have Documents

* From Suzi Orman

« “Protection Portfolio” in a box $90
« Will
* Revocable Trust
* Financial Power of Attorney
* Healthcare Durable Power of Attorney

» http://www.suzeorman.com/index.php/books-
kits/collections-and-kits/must-have-documents/

* Heathcare directive (search online-your state)
28
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Supplemental Income

* Annuity
» Ties up your money
* Not easily understood
» Expensive
» Payout fixed
* Reverse Mortgage
» Dangerous traps
* Heirs likely to get nothing

* Very Expensive
29

Annuities—DRAWBACKS

* Cost—Commissions and Annual Fees

» More expensive than many mutual funds and exchange-
traded funds

+ Taxes also can be an issue — annuities income can
be taxed as regular income
+ Capital gains or dividends likely less

* Money is locked up

» “Surrender fees” for the first several years

» Without a survivor benefit rider, once you die, you can't
necessarily pass on the annuity to heirs

30

Reverse Mortgage: Fees

* Typical fees on $300,000 home:
« $15,000 up front costs
* Insurance premium, broker fees, closing costs

« $15,000 long term costs
* Insurance premiums, broker fees over life of loan

« All added to loan value—interest paid on loan total
— (Compounded Debt)

» Total fees: (Not including interest)
- $30,000 over life of loan
 All fees & interest grow at compounded rate

31

How much do | need?
Do | Have Enough?

» Alink to a PBS Frontline program on
saving for retirement that should be
required viewing for all 20 somethings
and beyond. Must viewing.
http://video.pbs.org/video/2365000843

32
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Is My Portfolio Safe

» Could a cyberthief wipe me out?
» What happens if my broker is hacked?
» Ask to see their policy—in writing

* Online hacking is now commonplace
* Are you protected? *

* Vanguard — yes

* Consumer Reports March 2015

* Fidelity — yes
* Franklin Templeton — maybe
* Oppenheimer Funds — maybe
* T. Row Price -- maybe

+ Other major brokers did not respond 33

Is My Portfolio Safe

* You must follow safeguards
* Regularly review account statements
» Promptly report errors or suspicious activity
* Protect your user name — password
» Keep up to date:
» Security on computer or other devices
+ (Firewall — antispyware — antivirus software)
* Do not open suspicious attachments
* Do not provide personal information via email
Got a Phone call: Call your bank/broker, etc.

34

Long-term Care Insurance

Long-term study: 23% to 38% will need it
» 78.3% stayed less than 2 years

» 54.2% stayed less than 11 months

» 21.7% stayed more than 3 years

~Cost of Assisted Living Facility: $4,500

~Cost of nursing home: $8,100 per month
* Washington (Both vary from State to State)
78.3% chance $108,000 to $194,400 = total
cost per person ($4,500 X 12 X 2)

Scott Burns — Seattle Times September 18, 2016 35

What to do when a loved one
dies...

* Immediately send death certificate by
certified mail to 3 credit reporting bureaus.
» Experian
+ Equifax
* TransUnion

* Request a “deceased alert” be placed on
each credit report

36
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What to do when a loved one
dies...
» Mail copies of death certificate to:

* Banks

* Insurers
* Financial firms

37

What to do when a loved one
dies...

» Report death to Social Security Admin
« 800-772-1213

* IRS
+ 800-829-1040

* Department of Motor Vehicle (DMV)

38

What to do when a loved one
dies...

* In obituary do not provide deceased:
 Date of birth
* Place of birth
* Last address
» Workplace
« Affiliations

39

What to do when a loved one
dies...

« Starting one month after the death
check the loved one’s credit report at
annualcreditreport.com for suspicious
activity

40
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bob-adams.net/retirement/

RETIREMENT TRAPS and

WILL | HAVE ENOUGH?

Recommended reading: The little book of
COMMON SENSE INVESTING -- John Bogle

The end is here — or maybe not

bob.at.seattle@gmail.com
www.bob-adams.net




