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The avalanche issue
Health expenses can
decimate retirement savings
By Jeffrey Steele

I

n planning for retirement,
most people focus on fiscal
health but fail to account
for the impact of costs related to their physical health. The
result can be disastrous.
Health care remains the largest
“avalanche issue” in retirement
planning today, says Craig G.
Bolanos, Jr., founding partner
and CEO of Wealth Management
Group in Inverness, Illinois.
“You can’t quantify it, and it’s
really difficult to plan around
it,” says Bolanos, who calls it an
avalanche issue because minor
illness, injury, accident or other
medical problems can snowball
into a circumstance that can bury

the best-crafted retirement plan.
“People really need to plan for
retirement,” echoes Lina Walker,
vice president of health security
for AARP Public Policy Institute in Washington. “They have
to account for expenses, which
include health and long-term care
expenses.”
Absorbing the jolt that healthcare expenses can bring isn’t easy.
But there are ways to help prevent retirement plans and finances from being partially or wholly
obliterated by steep medical expenses or long-term-care needs.
The remedy will depend, at least
in part, on your stage of life.
First is the period from 50 to
65, the time many folks do most
of their retirement saving. Here,
Continues on Pg. 2
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the focus should be on strong disability
income protection in the form of disability insurance to protect their ability to earn
income.
“When people have that accident or
injury in their 50s, not only do they not
fund their retirement because they’re not
working, they often have to borrow from
their retirement fund,” Bolanos says.
The second stage begins at 65 with
Medicare eligibility. Though most
Americans know Medicare covers
health-care costs, many aren’t aware that
Medicare Parts A and B don’t cover all
health-care-related bills, Walker says.
That’s why additional coverage, structured similarly to standard health insurance, with premiums, deductibles and
co-pays, is a must.
Too many people “fail retirement”
because they don’t purchase the right
Medigap or Medicare Advantage plan
to sit atop Medicare Parts A and B and
pick up the costs Medicare doesn’t cover,
Bolanos says.
“I can’t believe how many wealthy
Americans I meet who fail to purchase
coverage beyond A and B,” he continues.
“They’re one long-term illness away from
being bankrupt, even though they may
have seven-figure nest eggs.”
During this stage, older adults also
should start what Bolanos terms “financial planning in the shadow of dementia.”
While many retirees could fund a oneto three-year stint in a long-term care
facility, it would devastate their finances
and likely strip them of their home equity,
Bolanos says.
“What can’t be paid for is when your
spouse suffers dementia or Alzheimer’s

Among the best ways to
ensure you don’t have to
gut your retirement plan is to
open and regularly contribute
to a health savings account.
Continues on Pg. 3
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and needs round-the-clock care for a
period that feels indefinite,” he adds,
noting that couples should launch
a “sincere, honest” dialog in which
they discuss what approach they
would take if one of them were to
require 24-hour-a-day care.
“People really need to secure a
financial planner to help with those
discussions,” Bolanos says. “It
doesn’t necessarily mean a long-termcare insurance purchase. But they do
need to develop a continuity-of-care
plan in case the shadow of dementia
looms over the family finances.”
Among the best ways to ensure
you won’t have to gut your retirement plan is to open and regularly contribute to a health savings
account — something Bolanos calls
“the only triple-tax-advantaged vehicle on the planet.” Contributions
are tax-deductible on deposit, enjoy
tax-deferred growth and are tax-free
upon withdrawal for use on qualified
medical expenses.
When teamed with high-deductible health plans, an HSA can be
tapped to pay for current or future
medical expenses, long-term-care
insurance premiums, Medicare Part B
premiums, Medicare Part D, Medicare Advantage plans and Medicare
deductibles and co-pays, among other
costs. In 2019, a single fax filer can
deposit $3,500 into an HSA, a family
$7,000 and those 55 and over can add
an additional $1,000, Bolanos reports.
Funds in HSAs roll over and don’t
expire. And after retirement, the
uses expand. There is no penalty for
non-health care withdraws in retirement. At that point, money can be
taken from an HSA for any purpose
with only income tax due on that
amount.

No gray
days
Job-hunting tips
for older workers

By Kathleen Furore

R

etirement — at least
what’s happening at the
once-traditional retirement age — isn’t what it
used to be.
According to the Bureau of Labor
Statistics, the working population
among people 65 and older is the
highest it’s been in 55 years, and
projections show that 36 percent of
65- to 69-year-olds will be part of
the labor force by 2024.
“Baby Boomers have built a lifetime of knowledge they want to
share, and they don’t want to be
limited by age,” says career coach
Susan Peppercorn, principal of Pos3

itive Workplace Partners. “Financial
realities also contribute to the need
to work longer. Many people in their
60s have not saved enough for retirement and need to work to do so.”
But landing a job at an age associated with retirement isn’t always easy.
“Age bias and ageism are very real
barriers for older workers across
most industries. They may be perceived as being more expensive
to hire or as having a shorter time
horizon to work,” says Roy Cohen,
a career coach and author of “The
Wall Street Professional’s Survival Guide.” “It is simpler to hire
a younger and far less expensive
candidate. Older often implies out
of touch with current trends, a skill
Continues on Pg. 4
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“Offering solutions is a powerful strategy
to demonstrate immediate and longerterm value . . . Focus on the benefits of
being older, wiser and more mature.”
know your experience is a benefit
that outweighs turnover costs and
higher compensation, so make a
prospective employer understand
why. “The goal is to make the hiring
manager understand and appreciate
that younger and/or less experienced candidates may cost less up
front, but in the medium to long
term you will bring far more value
and be far more cost effective,”
Cohen says. “Offering solutions is
a powerful strategy to demonstrate
immediate and longer-term value.
… Focus on the benefits of being
older, wiser and more mature.”
set that may be stale or an individual who is less willing or able to be
trained or retrained.”
To combat those perceptions, these
career coaches offer tips to help older workers navigate the job search
successfully.
• Skip the online application: “Applying online is a waste of time for
individuals in this age category,” says
Peppercorn, who touts networking
as the best option for older workers.
“A hiring manager is more likely to
take a chance on someone who has
been referred by a trusted employee in the company, increasing the
chances that the older candidate will
get an interview at the very least.”
• Update your online profile or
create one if you don’t have one: “It’s

critical that the older job candidate
have a complete LinkedIn profile
with a photo, compelling headline
and summary section,” Peppercorn
says. Once you have it set up, connect
with others in your profession to
build a network. Use LinkedIn’s “recommend” feature to acknowledge the
skills of former co-workers or clients
you admire; they might do the same
for you, adding heft to your profile.
• Take stock of your technical
skills: Lack of technical skills can
be a stumbling block to hiring. “It’s
imperative that Baby Boomers keep
up with the technical requirements
of their field or be ready to pivot to
something where they can transfer
their relevant skills,” Peppercorn says.
• Show how you’ll add value: You
4

•Address employers’ reservations
about hiring overqualified workers
head-on: Potential employers may be
worried that someone with deep experience will quickly get bored in the
position under consideration — and
you can’t deny it’s a legitimate concern. So assure a potential employer
that unlike a young or mid-career
employee, you won’t just move on
when a better opportunity comes
along, Cohen advises.
Working provides “a sense of
purpose and meaning,” Cohen says.
“When you face the prospect of
living until 90 or beyond, retirement
is simply not realistic psychologically
and financially. To retire at an arbitrary age, like 62 or 65, feels like an
ending, and one that has arrived far
too soon.”
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Working past 65
More Baby Boomers toiling past traditional retirement ages
By Janet Kidd Stewart
Tribune News Service

O

lder workers blasted
through another milestone recently.
The civilian labor
force participation rate among
people 65 and older stood at 20%
in May, according to an analysis last
month of Bureau of Labor Statistics
data by advocacy group AARP.
That’s up from just 10.8% a little more than a generation ago in
1985. The last time the participation
rate was over 20% on an annual

basis was in 1961, according to Jen
Schramm, senior strategic policy
advisor for the AARP Public Policy
Institute.
Still, with surveys showing more
than two-thirds of Baby Boomers
plan to work past traditional retirement age, the question becomes, is
20% too low?
Age discrimination, family caregiving needs and health concerns
are blocking many people from
continuing to work past traditional
retirement age, but it’s difficult to
estimate what the numbers would be
if those two hurdles were removed,
5

Schramm said.
“Just looking at the numbers
doesn’t really answer the deeper
questions about why people continue to work,” she said. “Our stance is
that people should be able to work
for as long as they would like to and
can, but they should also have (adequate) resources to retire when it’s
the right decision for them.”
Most people working past age 65
are doing so for financial reasons,
she said, but other factors play a
significant role.
Janet Dante, 73, recently shifted
her full-time therapy practice in
Continues on Pg. 6
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Bethesda, Maryland, so she could
work three days instead of five. She
had gone back to school at age 47 to
obtain her professional credentials
after spending several years raising
children.
“Money wasn’t the only consideration for me, but it was part of
it,” she said of her decision to start
a new career at 50. She is quick to
add that having the financial and
emotional support of her husband during those retraining years
was critical. Today, her reasons for
continuing to work are much more
about staying mentally engaged.
“Now I’m afraid of retiring,” she
said. Though her husband is now
retired and friends say it’s great, she
worries about not finding engaging pursuits. “For me, continuing
to work keeps me in a much better
place. I had no idea I would still be
working past 70, but as long as I’m
enjoying it and doing a good job, I’m
staying. When it gets to be a burden
I’ll stop, but I’m not even close to
that yet.”
Need a few other reasons to stay
on the job? Consider these:
• Social Security: While it’s true
that working can cause your benefits
to be taxable and working well into
your 70s probably won’t boost your
Social Security paycheck much, it’s
also true that a lot of older workers
took time out of the workforce and
haven’t reached the 35 years of work
used to calculate benefits. Doing so
now can replace some zeros in that
calculation. Plus, each year you delay
claiming benefits past full retirement
age boosts your check by 8 percent.
• Delaying withdrawals: If you’ve
hit the number in your retirement
accounts to trigger the retirement

“Money wasn’t the only
consideration for me,
but it was part of it.”

green light, working a year or two
longer without starting withdrawals
will allow you to create a cushion.
But, remember, required minimum
distributions are on the horizon, and
you’ll be forced to withdraw money
every year starting at age 70½.
• Keeping a routine: One of the
biggest reasons people cite for
leaving work is to “give up the daily
grind,” long commutes and predetermined schedules. But, just as Dante
6

feared, having no plans can lead to
depression, weight gain, excessive
spending and loss of self-esteem.
Replacing a sense of purpose is vital in retirement, so if you haven’t
yet found yours, don’t be too quick
to give up what you’ve got.
———
Janet Kidd Stewart writes The Journey for
Tribune Content Agency. Share your journey to or through retirement or pose a question at journey@janetkiddstewart.com.
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and co-author of “The Complete
Idiot’s Guide to 401(k) Plans.”
Fail to repay it and the loan amount
will count as income, plus you’ll pay
an additional penalty equal to 10%
of the sum you borrowed if you’re
younger than age 59 1/2, he says.
However, sometimes, especially in
the case of layoffs, “employers will
take it upon themselves to initiate a
change in the plan to make available
post-employment repayment,” says
Bogosian.
Here’s how it works. You can
keep making regular payments as
an ex-employee, just as you were
doing as an employee. And since it’s
a loan that you’re repaying, it doesn’t
trigger any penalties or count toward
income, he says.
You haven’t heard about this feature from your former employer? “I
would not be at all shy to ask,” says
Bogosian. “There is nothing wrong
with asking, ‘Can I pay back the loan
post-employment?’ Plans can be
amended to do this.”

Changing jobs?
8 things to know about your 401(k)
By Dana Dratch
Bankrate.com

W

orkplace retirement
accounts are designed to be portable. But moving
your 401(k) is more challenging than
throwing your photos and favorite
coffee mug into a box and grabbing
your tablet on the way out the door.
If you’re changing jobs or have
been laid off, chances are that your
401(k) account is the last thing on
your mind. But it pays to include
that money in your moving plans,

even if you don’t deal with it right
away.
If you’re leaving an employer, here
are eight things you need to know
about moving your 401(k).
1. Did you take out a 401(k) loan?
It’s due now
Did you borrow any money from
your 401(k)? If you’re leaving the
company, voluntarily or otherwise,
it’s now due in full.
“I think that many people forget
that if they have a loan outstanding,
it has to be paid,” says Wayne Bogosian, president of the PFE Group
7

2. IRA rollover isn’t your only
option
Rolling 401(k) money into an IRA
may not be your best choice, according to some experts. In an IRA,
you may have to manage the money
yourself or build a portfolio, and
that can be daunting for employees
who are not familiar with the financial markets.
When you leave your employer,
you have several options with your
401(k):
• Leave the account where it is.
• Move the money to your new
company’s plan.
• Roll it into a traditional or Roth
IRA.
Continues on Pg. 8
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Changing jobs is stressful,
even in the best of
circumstances. If you’ve lost
a job and are scrambling for
re-employment, you’re likely
focused on that. But eventually
you will need to figure out
what to do with your 401(k).

• Take a lump-sum distribution
(cash it out).
• If you have company stock, move
the stock to a brokerage account
while putting the rest into another
retirement account.
The truly smart move for you
depends on your own individual circumstances and goals. And employees need to consider many options:
• The account balance
• Whether it’s a traditional 401(k)
or a Roth
• Whether you have company stock
(and want to keep it or buy more)
• Whether you fear collection
actions, because workplace plans are
federally protected from creditors
• Whether you want to take a penalty-free withdrawal between ages 55
and 59 ½
• Quality of your new company’s
retirement plan
“Do your own homework,” says
Bogosian. “This is one area where
generalizing can get you into trouble.”
Too many times, advisers “don’t
know what they don’t know,” says
Ed Slott, an IRA expert and author
of “The Retirement Savings Time
Bomb and How to Defuse It.”

So get several opinions along with
doing your own research.
3. You may be able to leave
your 401(k) alone for a bit
Changing jobs is stressful, even in the
best of circumstances. If you’ve lost a
job and are scrambling for re-employment, you’re likely focused on that.
But eventually you will need to figure
out what to do with your 401(k).
Chances are, you probably don’t
have to move that money right away.
If your balance is $5,000 or more,
you can leave the money right where
it is, Bogosian says. But be careful
if it’s less than that: The company
could cash it out and send you a
check or roll your balance over to an
IRA, he says. Check the rules and,
where possible, “don’t do anything
for the first six months.”
On your first day at the new job,
sign up for the company 401(k) plan,
even if your new employer has an
automatic opt-in, says Bogosian.
With many company plans, automatic opt-in doesn’t kick in for one
to three months. So if you rely on
that, rather than taking the initiative, you can miss 30 to 90 days of

contributions and matching funds,
he says.
After six months, you’ve got a handle on the job, know you’re going to
stay and have had experience with
your new plan. So you’re now in a
strong position to compare your
last 401(k) plan with this new one,
including the diversity of the investments and the costs.
4. Compare plan costs
In the not-so-distant past, comparing the cost you pay for investments through one company’s plan
with similar offerings in a brokerage
firm’s IRA or another company’s
401(k) was difficult.
Now fees and costs have to be
disclosed, which means you can
compare apples-to-apples. As you
compare the plan costs, ask for the
participant fee disclosure for each
plan, he says. That document will reveal all the fees — both obvious and
obscure — associated with each plan.
Then look at what you’ve invested
in and what you want to invest in, to
help evaluate costs.
5. Keep tabs on the old 401(k)
If you decide to leave an account
with an old company, keep up with
both the account and the company.
“People change jobs a lot more
than they used to,” says Peggy
Cabaniss, co-founder of HC Financial Advisors in Lafayette, California,
and a past chair of the National
Association of Personal Financial
Advisors. “So it’s easy to have this
string of accounts out there in never-never land.”
Cabaniss recalls one client who
left an account behind after a job
change. Fifteen years later, the
Continues on Pg. 9
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company had gone bankrupt. While
the account was protected and the
money still intact, getting the required company officials and fund
custodians to sign off on moving it
was a protracted paperwork nightmare, she says.
“When people leave this stuff behind, the biggest problem is that it’s
not consolidated or watched,” says
Cabaniss.
If you do leave an account with
a former employer, keep reading
your statements, keep up with the
paperwork related to your account
and keep an eye on the company’s
performance.
6. Follow the money
If you decide to move the money,
do it carefully. First, if you haven’t
already, establish the new accounts
where you want to move your
money.
Next, contact the current account
custodian and fill out the required
paperwork, says Cabaniss. After
that, contact your account’s custodian-to-be and fill out their paperwork, she says.
Then keep an eye on the process
and make sure the money ends up at
its new home, and on time, Cabaniss
says. You have 60 days to re-deposit
the money into a new retirement
account before it’s labeled a “cash
out” and you’re hit with tax liabilities
and possibly penalties.
Cabaniss says she has witnessed a
number of possible scenarios:
• The check arrives on time to the
new custodian. Your job is to make
sure it’s deposited into the right
account within the required 60-day
period.
• The check is sent to you, made

out to you or the new custodian.
Don’t cash it; get it quickly to the
new custodian.
• The check is sent to the wrong
address or your old address. Get it
re-routed by the deadline.
• Remember to follow up until your
money is safely in its new home.
Then get, and save, the written proof.
7. HR doesn’t work for you
The human resources department
at your former, soon-to-be-ex or new
employer doesn’t work for you, says
Slott. “They work for the company.”
And they have to cover a lot of
ground on a lot of different issues
for a lot of other employees.
If you’re not comfortable with
following the money yourself, hire
an expert to handle it for you. But
beware, even experts can get it
wrong.
“It’s a specialized field,” Slott
says. That’s when it can pay to have
someone who has a lot of experience and training in this particular
aspect of retirement planning, Slott
recommends. “Most of the money is
lost on the way out of the account,”
meaning that if the transfer is not
handled correctly, you could lose a
chunk of it.
Look for an adviser with plenty of
experience, training and references
9

in this particular part of the process,
he says.
8. Cashing out is popular,
but not so smart
Intellectually, consumers know that
cashing out retirement accounts isn’t
a smart move. But plenty of people
do it anyway.
In 2017, Retirement Clearinghouse
reported that more than 30% of
workers cashed out their 401(k)
plans when they changed jobs. The
average amount liquidated was
“nearly $16,000,” says one Fidelity
Investments survey.
And the less you make, the more
likely you might be to raid your own
retirement fund, another Fidelity
study revealed. Half of workers who
made $20,000 to $30,000 cashed out
their accounts when they changed
jobs, as opposed to 43% of those
making $30,000 to $40,000 and 36%
of those making $40,000 to $50,000,
according to the study.
By comparison, workers who made
$100,000 or more cashed out 13%
of the time.
But if that $16,000 stays in a retirement account earning 7% annually, in 40 years it would increase to
nearly $240,000. That can mean the
difference between eating canned or
fresh vegetables in retirement.
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Have a retirement talk
Couples need to discuss what they want to do, how to cover expenses
By Ed Avis

M

ost couples envision
retirement as a time
to enjoy the fruits of
their labor. But the
transition into retirement also can be
a major shock to a relationship — a
shock that regular, frank conversations about what retirement should
be and how it will be financed can
help absorb.
“It’s a significant emotional event
to switch from saving all your life
to starting to spend down your
savings,” says Brandon Renfro, a

fee-only financial adviser and assistant professor of finance at East
Texas Baptist University in Marshall,
Texas. “Lifestyle, income security
and the amount of investment risk
you are willing to take will all impact
your withdrawal plan. If you and
your spouse don’t have a deliberate
discussion about this there is a good
chance one or both of you will end
up getting upset.”
One of the first topics a couple
nearing retirement should cover is
what each envisions retirement to
be, experts suggest. Timing is key.
Plan that initial conversation when

the stress level is low — not when
taxes or tuition are due, or when one
spouse is preparing for an important
work event. Also find a time when
both partners can focus on the
long-term big picture, not immediate
concerns.
“What do you both want to get out
of your retirement years? It’s different for everyone. Some people just
want to relax and enjoy a quiet life
around home,” notes Patricia Russell, a certified financial planner and
founder of the FinanceMarvel blog.
“Other people want to travel the
world, take on new hobbies or beContinues on Pg. 11

10

AUGUST 2019

Continued from Pg. 10

come more active in the community.”
The goal of this initial conversation
is to understand what your partner
wants and how that meshes with
your own desires.
“You can’t take the first step without listening and gaining an understanding of where the other person
is coming from,” Russell says.
One possible outcome of this conversation is a retirement “mission
statement,” says Jessica Grande, a
senior client advisor with LEVATUS
Wealth Services in Boston.
“We work with our clients to develop their own mission statement
during this period of their lives,”
Grande says. “As once their working
life ends, they may feel adrift. We
feel like it is important to get both
their purpose and mission down on
paper.”
Whether you both envision the
same activities in retirement or plan
separate ones, where the money will
come from is the next question to
address.
“How you handle your money now
can determine the quality of life you
will have for the rest of your life —
and you won’t have a chance to do it
over,” says Nancy Butler, a certified
financial planner, author and business coach.
This conversation should cover
your sources of retirement income,
the amount of risk you’re each
willing to take, and whether one or
both of you will continue working
part time. If one spouse has been in
charge of investments and finances
up to this point, this is the time for
the other spouse to become fully
informed.
Finally, see how each spouse’s goals
fit within the budget. Will every

activity be covered by recurring
income or will some items require
dipping into principal? Can every
goal be achieved, or will some need
to be adjusted based on cash flow?
“When examining your goals, be
realistic about what it might take
to accomplish them and what you
might need to sacrifice,” Russell says.
That initial retirement talk should
be the first one, but definitely not
the last. Regular, relaxed, transparent
conversations present opportunities
to bring up problems and successes,
and they can lead to a more enjoyable retirement all around.
“If you’re feeling worried about
your spouse’s spending habits, it’s
likely because you’re seeing numbers
that aren’t going to work out in your
favor,” Russell says. “In a kind way,

“We work with our clients
to develop their own
mission statement during
this period of their lives.”

11

show your spouse on paper how the
money they’ve been spending is over
budget. Do the math and show how
that level of spending is going to
result in running out of retirement
money far too early.”
Tina Tessina, a psychotherapist and
author of “How to Be Happy Partners: Working it Out Together,” says
regular conversations about money
may be more fruitful if you include
other topics, too.
“Use the time not only to take
stock of your finances, but of your
relationship, too. Ask each other
what is going well and what needs
improvement. If you do it with the
right attitude, this weekly meeting
will be something that you look
forward to, not an ordeal that you
dread.”
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When life upends retirement plans
How to keep finances on track
By Jeffrey Steele

S

omeone once said life is what
happens while you’re making
other plans. And those plans
can include those you’ve
made for your retirement.
No matter how carefully crafted
and well-intentioned, retirement
plans can fall victim to unforeseen
financial setbacks. That’s why you
need a strategy to ensure your plan
stays on course through ups and
downs.
“One thing I’ve learned over many
years of planning is to expect the

unexpected,” says Tammy L. Butts,
regional executive vice president
with AXA Advisors in Chicago.
“Life takes turns. It does not follow
the straight-line path we expected.
These bumps along the way need
to be a part of the initial plan. And
then new bumps must be adjusted
for along the way in annual reviews.”
Among the prominent shocks that
can short-circuit retirement plans is
divorce.
The Pew Research Center reported in 2017 the divorce rate for U.S.
adults 50 and older had doubled
since the 1990s. For those 65 and

up, the rates tripled. Legal fees from
divorce can erode retirement savings.
That financial shock is exacerbated
when divorcees find formerly shared
costs must be borne alone.
Job loss represents another shock
for many older adults.
“When you lose a job, it is not just
loss of income,” Butts says. “It’s
loss of benefits (including) health
coverage, life and disability coverage
provided by your employer, 401(k)
or other qualified plans, and any
employer match or profit-sharing
contribution and other employer
benefits.”
Continues on Pg. 13
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The retirement plan setback can be
compounded if, as often happens
to those 50 and older, the next job
doesn’t pay as much as the former
job did.
Financial losses to scammers and
con artists are often-overlooked
situations that can shock retirement
plans, says William W. Francavilla,
CFP and author of “The Madoffs
Among Us.” More than $100 billion
is stolen yearly from older adults,
who struggle to recover. Citing
AARP findings, he says the top
half-dozen frauds involve romance
scams, grandparent scams, investments, home repair, health insurance
and charities.
Ensuring retirement plans stay
on course is all about not touching
long-term, higher-income investments like stocks and real estate
when shocks occur. Wise investors
do that by building appropriately
sized emergency funds that can be
tapped instead.
“An adequate emergency savings
account is the vaccination that wards
off long-term financial damage,
like raiding the retirement account,
draining home equity or piling up
high-cost credit card debt when a
job loss or other unplanned expenses arise,” says Greg McBride, chief
financial analyst for New York-based
Bankrate.com.
Just 16 percent of American households overall and 25 percent of baby
boomers have enough emergency
savings to cover six months of
expenses, he adds. It’s essential to
prioritize both saving for retirement
and saving for emergencies.
Retirement savings contributions
are often made via payroll deductions. The same mechanism can be

Financial losses to
scammers and con artists
are often-overlooked
situations that can shock
retirement plans

used to build emergency savings,
with a portion of every paycheck
saved via direct deposit into a dedicated savings account, McBride says.
Another adviser urges taking the
move further.
Those who don’t already have an
account earmarked as their emergency fund should open a new account
at a different institution from their
regular accounts, says Cory Bittner,
chief operating officer at Falcon
Wealth Advisors in Mission Woods,
Kansas. “That way it helps to compartmentalize those funds so they
aren’t viewed as money that can
be spent because it’s sitting in the
checking account,” Bittner says.
Having at least three to six months
of living expenses in that emergency
fund is key, according to John Daly,
CEO and wealth manager with Daly
Investment Management in Mount
Prospect, Illinois.
“This is not an investment account,” Daly stresses. “It is a liquid,
safe savings account (from which)
you can withdraw the entire amount
without concern for investment volatility. Being liquid and safe will also
mean you need to accept a lower
interest rate. … But that is OK.”
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Maintaining that account can help
you keep your investments working and let you avoid liquidating at
inopportune times while enduring a
tough financial period.
The fourth quarter of 2018, which
witnessed a steep downturn in the
stock market, served up a perfect
reminder of why emergency funds
are critical, Daly says. Those facing
a difficult stretch during that period
who had emergency funds would
not have had to sell stocks after they
dropped in value.
Without emergency funds, they
“would have sold when the market was down and not been able to
participate in the recovery we’ve
seen since,” Daly says. “That’s “the
double whammy when it comes to
investing.”
Ultimately, the best way to ensure
your retirement plan stays intact is
to habitually live below your means.
That will allow you to consistently
accumulate savings, says Earl Rubinoff, founder of the Rubinoff
Group in Deerfield, Illinois.
“The steps you can take ahead
of time are making sure you don’t
have a lot of debt and simply saving
money.”
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Corporate bonds
Predictable yields provide retirement appeal
By Ed Avis

N

ote: This is the last
of three stories about
bonds and the role they
play in an investment
portfolio. In this installment, we take
a look at corporate bonds.
When you think about a company raising capital, the first idea that
likely comes to mind is selling stock,
and the second is borrowing money
from the bank. But there’s a third way
many corporations raise cash: by selling bonds, just like governments do.
When a corporation issues bonds,
it is basically borrowing money
directly from investors rather than
from a bank. The corporation pays
a set interest rate on the bond and

returns the principal when the bond
matures (or sooner in some cases, if
the bond is “callable”).
“Most investors look to high-quality corporate bonds for income and
stability,” says Michael Stritch, chief
investment officer and national head
of investments with BMO Wealth
Management. “With interest rates
above comparable U.S. treasuries
and only a marginal increase in
repayment risk, high quality corporate bonds play a core role in many
portfolios.”
When you buy stock in a company,
you own part of the company. When
you buy a corporate bond, you are
just lending money to the company.
From an investment standpoint, this

means you are trading the potential
capital gains that come from investing in stock for the more certain
interest payments and repayment of
principal that you get with corporate
bonds.
This doesn’t mean the value of a
corporate bond can’t change. Bonds
are regularly sold on secondary markets, and investors often pay more or
less than the original offering price
of a bond depending on factors
such as inflation, interest rates, and
the creditworthiness of the corporation that issued the bond.
“In addition to providing a predictable stream of income, bonds
often do well in periods of broader
economic weakness and can act as a
nice anchor in the event of a stock
market drop,” Stritch notes. “This
is because high-quality corporate
bond price changes are closely linked
to changes in interest rates, which
Continues on Pg. 15

14

AUGUST 2019

Continued from Pg. 14

typically fall during periods of market weakness as investors take on a
flight-to-quality mentality. As interest
rates fall, bond prices rise.”
The amount of risk involved and
the taxability of the interest are two
key differences between government
and corporate bonds.
“Financial markets treat government bonds from developed market
economies (the U.S., Germany, or
Japan, for example) as free from
default risk—meaning that the countries which issue these bonds will
pay exactly as promised. By contrast,
bonds issued by corporations are
subject to a company’s creditworthiness,” explains Guy Lebas, the chief
fixed income strategist for financial
services firm Janney. “If, for example, ABC Corp. goes out of business, it won’t be paying its bonds.
In exchange for that default risk,
corporate bonds offer more yield
than government bonds of similar
maturities, with rare exception.”
As Lebas notes, corporate bonds
typically pay a higher yield than
government bonds because of the
increased risk. The higher the risk,
the higher the yield. An investor
who is willing to take on greater risk
can earn higher returns by buying
bonds of companies with lower
creditworthiness; these are called
high-yield bonds.
Another important consideration
when deciding which bonds to
invest in is taxability. The interest
income from corporate bonds is
taxable, while the income from
government bonds, in most cases, is
not. That affects the bond’s ultimate
return, depending on your personal
tax rate and whether you are buying the bonds within a tax-deferred

“An investor who owns a corporate
bond ETF may well have a larger portion
of riskier bond issuers than he or she
planned, owing to how indexes and
therefore ETFs are weighted.”

retirement account.
When corporations issue bonds,
they negotiate with big banks and
institutional investors for the initial
issue, and individuals are not part
of that game. If you have a good
relationship with a broker involved
in an initial issue, you can buy newly
issued bonds through the broker, but
the minimum purchase is generally
$25,000, Stritch notes. And, he adds,
sometimes brokers mark up the price
of bonds that they sell to their clients.
Bond funds are a more common
way for individuals to invest in
corporate bonds. These offer the advantages of diversification since the
funds hold many bonds, and much
lower initial investments. But the
fees involved reduce the return.
Another investment vehicle for
bonds is an exchange-traded fund
indexed to bonds. Like a bond mutual fund, ETFs provide diversity. But
because of the way bond indexes are
weighted, companies with a lot of
15

debt can be more heavily represented, Lebas notes.
“An investor who owns a corporate
bond ETF may well have a larger
portion of riskier bond issuers than
he or she planned, owing to how
indexes and therefore ETFs are
weighted,” Lebas says.
The bottom line for retirees or
people nearing retirement: Corporate bonds are an investment option
that should be explored.
“Corporate bonds are an appropriate and necessary component of any
retirement-based portfolio, because
they provide the opportunity for
higher returns, relative to Treasuries,
with similar levels of volatility,” says
Constantine Mulligan, a partner at financial services firm Cerity Partners.
“When used appropriately, as part
of a diversified fixed-income portfolio, investment grade corporate
bonds can improve the risk-adjusted
returns of the portfolio and facilitate
better long-term outcomes.”
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Career Changer

Retired professor
turned to FEMA job

1994 to 2000 between Arizona and
Texas (where my wife lived) … so I
moved to Texas, read books, assisted
my spouse with her activities and
taught one summer session of intermediate German at North Texas
State University. I had always said
that when I retired, I was going to
read every dang book I could get my
hands on, but I still haven’t gotten to
all of them!

By Kathleen Furore

J

ohn Wendel has spent much
of his life in the classroom,
first as a student at the University of Utah and University of Connecticut, later as a professor of subjects including German
and humanities at the University of
Massachusetts and University of
Arizona.
But this 84-year-old Salt Lake
City resident reserves some of his
fondest memories for the 14 years
he spent post-retirement as a case
manager for the Federal Emergency
Management Agency.
How does a college prof end up
helping victims of natural disasters?

John Wendel

Q: What did you do after you
retired from teaching?
A: I had been commuting from

Q: When did you start with
FEMA? And how did that come
about?
A: I had gotten remarried and
found there were debts that I didn’t
know about. At that time, I didn’t
know that an organization like
FEMA existed. My wife told me
Continues on Pg. 17
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We usually worked 8 hours
a day, 5 days a week. But
then Hurricane Katrina
came along, and it was 12hour shifts, 7 days a week.

about it and said they were interested in hiring people for the call
center. It was going to help with the
debts, so I said ‘Ok, I can do that!’ I
was involved from 2003 to 2017.
Q: What did you do at the call
center?
A: First I went through thorough
training, some of it online. I still
have a stack of training information.
Then when people would call in, I
would take their information and see
what they were eligible for. I would
give them information about what
they needed to do, and ask them if
they had any questions, but I didn’t
figure out how much money they
would get. I didn’t want to do that. I
enjoyed talking to people.
Q: What was your schedule?
And what are some of the projects you worked on?
A: We usually worked 8 hours a
day, 5 days a week. But then Hurricane Katrina came along, and it was
12-hour shifts, 7 days a week. When
that was going on, it was one call immediately after another with no time
to think about anything else. I asked
callers about the damage due to
Katrina, got their name and phone
number and let them know that an
inspector would be coming to see
them to look at the damages.
Q: You left FEMA in 2017. What
happened then? And what’s next?
A: I moved back to Utah. I’m
not married now, and I have been
going through all of the books
I’ve collected over the past 50 to
60 years. I’ve given some of them

to the University of Utah and I’m
trying to decide what to do with the
others. I’ve written over 600 pages
of poetry. And I just sent an email
to FEMA saying that I would like to
go back and work. I am ready to be
called up when another hurricane
comes.

Q: What advice do you have for
later-in-life folks who want to
keep working post-retirement?
A: They should ask themselves
what they want to do with the rest
of their life, what they are interested in and what they would like to
pursue.
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