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SAMPLE ISSUE

Tax Planning for Major Life Events

M ost of life’s major financial
decisions have tax ramifi-
cations.  As you encounter

those events, keep these tax-
planning tips in mind:

Marriage or divorce — Either
event should prompt a thorough
review of your tax situation.  In
both cases, your tax filing status will
change, which may have an impact
on your tax-planning situation.
Your filing status is determined as
of December 31, so if you are plan-
ning to get married or divorced
around year-end, review the tax
ramifications first.  Consider these
specifics:

4Check income tax withhold-
ings. You may need to adjust

your allowances for income tax
withholding purposes or review any
estimated taxes that are being paid.

4Review fringe benefits. In
the case of marriage, you will

want to coordinate your fringe ben-
efits with your spouse’s benefits.  In
a divorce, you may have to find
another source for fringe benefits
you previously obtained from your
spouse’s employer.

4Understand the tax ramifica-
tions of any divorce agree-

ments. Determine who will claim
minor children as dependents on
tax returns.  Determine whether any
payments are classified as child sup-
port or alimony, which have signifi-
cantly different tax ramifications.
Review how the division of proper-
ty will affect your gain or loss when
you sell the asset.

Birth of a child — Each exemp-

Recovering from a Loss
N o one likes it when one of his/her stocks encounters a loss.  But

what makes it even more painful is the fact that it typically takes a
return substantially higher than the loss percentage just to break even.
For instance, the following table shows how much an investment would
have to return over one, two, three, four, and five years to recover from
various loss percentages:

Investment return needed to recover loss in:
Loss % 1 Year 2 Years 3 Years 4 Years 5 years

-5% 5.3% 2.6% 1.7% 1.3% 1.0%
-10 11.1 5.4 3.6 2.7 2.1
-15 17.6 8.5 5.6 4.1 3.3
-20 25.0 11.8 7.7 5.7 4.6
-25 33.3 15.5 10.1 7.5 5.9
-30 42.9 19.5 12.6 9.3 7.4
-35 53.8 24.0 15.4 11.4 9.0
-40 66.7 29.1 18.6 13.6 10.8
-45 81.8 34.8 22.1 16.1 12.7
-50 100.0 41.4 26.0 18.9 14.9
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tion on your tax return reduces your
taxable income by $3,400 in 2007,
although high-income taxpayers
may find these exemptions reduced.
Other tax items to review include:

4Plan for other tax benefits. A
$1,000 child tax credit is avail-

able every year until your child is
age 17, but the credit is phased out
at higher income levels.  You may
also be eligible for a child care cred-
it if you pay for child care so you
can work.  Check at your place of
employment to find out if child care
reimbursement accounts are avail-
able that allow you to pay child care
expenses from pretax earnings.

Continued on page 3
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HOW LONG WILL YOU HAVE TO WORK?

Most of us have grown up in
an era when the dream is
to retire as soon as possible

— age 65 or sooner.  In fact, almost
half of men retire at age 62 and half
of women retire at age 60 (Source:
Financial Planning, September 2007).
But if you haven’t retired yet, a

whole host of trends make retiring at
age 65 seem difficult:

m FEWER INDIVIDUALS ARE COVERED

BY DEFINED-BENEFIT PLANS. For
years, the trend has been away
from defined-benefit plans,
which provide a guaranteed

retirement benefit paid for 
by your employer, to defined-
contribution plans, where you are
responsible for making contribu-
tions.  Currently, only 21% of the
workforce is covered by a
defined-benefit plan (Source:
Fortune, June 26, 2006).  But even
those workers can’t be assured of
those benefits.  While companies
can’t take away benefits that are
earned, they can change future
benefits, which could result in
significantly lower benefits.

m THE SOCIAL SECURITY SYSTEM WILL

FACE INCREASING PRESSURE IN THE

FUTURE. Due to the unprecedent-
ed number of baby boomers who
will be retiring in the near future,
there will be fewer workers to
pay the benefits for retirees.  In
1950, 16 workers were paying for
each retiree’s benefit.  Currently,
there are 3.3 workers supporting
each retiree, which will drop to
only 2 workers for each retiree in
40 years (Source:  Social Security
Administration, 2007).  By 2041,
unless changes are made to the
system, benefits will need to be
reduced by 25% to equal rev-
enues collected (Source:  Social
Security Administration, 2007).

m LIFE EXPECTANCIES CONTINUE TO

INCREASE. Average retirement
ages have been declining while
life expectancies have been

CONTINUED ON PAGE 2
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IN THIS ISSUE...

How Long Will You Have to Work?

Encourage Your Child to Participate

Dealing with Stock Price Declines

Financial Data

News and Announcements

Your child has finally finished
college and started his/her
first full-time job.  What is the

most important financial advice you
can give?

Participate in your 401(k) plan as
soon as you are eligible.  A recent sur-
vey by Hewitt Associates found that
less than half of those in their 20s
contribute to their 401(k) plan, while
40% of those that do participate don’t
contribute enough to receive their
employer’s full matching contribu-
tion.

The quality of your children’s
retirement will largely be determined
by the amount of money they save,
and a 401(k) plan is a great place for
them to start.  Before marriage, a new
home, and other obligations con-
sume their entire paycheck, get them
into the habit of saving.  Because the
contributions are deducted before
they even see their paycheck, it is a
great way to get them into the habit
of saving on a regular basis.

Having trouble convincing them

this is a good strategy?  Perhaps
some numbers will make the point.
Assume your child starts contribut-
ing to his/her 401(k) plan at age 25,
contributing $6,000 per year (sub-
stantially below the maximum con-
tribution in 2007 of $15,500), with
matching employer contributions of
$3,000.  If he/she earns 8% annually,
he/she could have a balance of
$2,331,509 at age 65, before the pay-
ment of any taxes.  What if he/she
waits until age 35 to start contribut-
ing?  At age 65, the balance could be
$1,019,549, still a substantial amount,
but $1,311,960 lower than if he/she
started at age 25.  Contributions for
the first 10 years make a substantial
difference in the ending account bal-
ance.  (This example is provided for
illustrative purposes only and is not
intended to project the performance of a
specific investment vehicle.)

What if your child still isn’t con-
vinced?  Consider reimbursing
him/her, as part of your annual gift
tax exclusion, for any 401(k) contri-

CONTINUED ON PAGE 3
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Welcome to My Newsletter 

Welcome to my new e-newsletter for clients and 
friends. The newsletter will arrive via e-mail every
month, containing informative articles on a variety 
of financial and investment topics. If you don't want
to receive this newsletter, simply fill out the 
subscribe box below, indicating you wish to be 
deleted from my mailing list. You can also use the
subscribe box to add friends or relatives to my 
mailing list. Please feel free to contact me with any
questions or concerns. Hope you enjoy the
newsletter.

 

Squeezed between Competing Needs
At a time when baby boomer couples
should be saving for their own
retirements, many feel squeezed by 
competing financial needs. Having
started families later than past 
generations, their children may just
now be entering college or still living

at home. At the same time, aging parents may 
need financial assistance. It is a dilemma that is
likely to become more common.
[FULL ARTICLE] 

 

Avoid Withdrawal Mistakes 
During your working years, your
emphasis was to accumulate as much
as possible for retirement. But as you
near retirement age, you need to 
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SAMPLE ISSUE

Tax Planning for Major Life Events

M ost of life’s major financial
decisions have tax ramifi-
cations.  As you encounter

those events, keep these tax-
planning tips in mind:

Marriage or divorce — Either
event should prompt a thorough
review of your tax situation.  In
both cases, your tax filing status will
change, which may have an impact
on your tax-planning situation.
Your filing status is determined as
of December 31, so if you are plan-
ning to get married or divorced
around year-end, review the tax
ramifications first.  Consider these
specifics:

4Check income tax withhold-
ings. You may need to adjust

your allowances for income tax
withholding purposes or review any
estimated taxes that are being paid.

4Review fringe benefits. In
the case of marriage, you will

want to coordinate your fringe ben-
efits with your spouse’s benefits.  In
a divorce, you may have to find
another source for fringe benefits
you previously obtained from your
spouse’s employer.

4Understand the tax ramifica-
tions of any divorce agree-

ments. Determine who will claim
minor children as dependents on
tax returns.  Determine whether any
payments are classified as child sup-
port or alimony, which have signifi-
cantly different tax ramifications.
Review how the division of proper-
ty will affect your gain or loss when
you sell the asset.

Birth of a child — Each exemp-

Recovering from a Loss
N o one likes it when one of his/her stocks encounters a loss.  But

what makes it even more painful is the fact that it typically takes a
return substantially higher than the loss percentage just to break even.
For instance, the following table shows how much an investment would
have to return over one, two, three, four, and five years to recover from
various loss percentages:

Investment return needed to recover loss in:
Loss % 1 Year 2 Years 3 Years 4 Years 5 years

-5% 5.3% 2.6% 1.7% 1.3% 1.0%
-10 11.1 5.4 3.6 2.7 2.1
-15 17.6 8.5 5.6 4.1 3.3
-20 25.0 11.8 7.7 5.7 4.6
-25 33.3 15.5 10.1 7.5 5.9
-30 42.9 19.5 12.6 9.3 7.4
-35 53.8 24.0 15.4 11.4 9.0
-40 66.7 29.1 18.6 13.6 10.8
-45 81.8 34.8 22.1 16.1 12.7
-50 100.0 41.4 26.0 18.9 14.9
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tion on your tax return reduces your
taxable income by $3,400 in 2007,
although high-income taxpayers
may find these exemptions reduced.
Other tax items to review include:

4Plan for other tax benefits. A
$1,000 child tax credit is avail-

able every year until your child is
age 17, but the credit is phased out
at higher income levels.  You may
also be eligible for a child care cred-
it if you pay for child care so you
can work.  Check at your place of
employment to find out if child care
reimbursement accounts are avail-
able that allow you to pay child care
expenses from pretax earnings.

Continued on page 3
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HOW LONG WILL YOU HAVE TO WORK?

Most of us have grown up in
an era when the dream is
to retire as soon as possible

— age 65 or sooner.  In fact, almost
half of men retire at age 62 and half
of women retire at age 60 (Source:
Financial Planning, September 2007).
But if you haven’t retired yet, a

whole host of trends make retiring at
age 65 seem difficult:

m FEWER INDIVIDUALS ARE COVERED

BY DEFINED-BENEFIT PLANS. For
years, the trend has been away
from defined-benefit plans,
which provide a guaranteed

retirement benefit paid for 
by your employer, to defined-
contribution plans, where you are
responsible for making contribu-
tions.  Currently, only 21% of the
workforce is covered by a
defined-benefit plan (Source:
Fortune, June 26, 2006).  But even
those workers can’t be assured of
those benefits.  While companies
can’t take away benefits that are
earned, they can change future
benefits, which could result in
significantly lower benefits.

m THE SOCIAL SECURITY SYSTEM WILL

FACE INCREASING PRESSURE IN THE

FUTURE. Due to the unprecedent-
ed number of baby boomers who
will be retiring in the near future,
there will be fewer workers to
pay the benefits for retirees.  In
1950, 16 workers were paying for
each retiree’s benefit.  Currently,
there are 3.3 workers supporting
each retiree, which will drop to
only 2 workers for each retiree in
40 years (Source:  Social Security
Administration, 2007).  By 2041,
unless changes are made to the
system, benefits will need to be
reduced by 25% to equal rev-
enues collected (Source:  Social
Security Administration, 2007).

m LIFE EXPECTANCIES CONTINUE TO

INCREASE. Average retirement
ages have been declining while
life expectancies have been

CONTINUED ON PAGE 2
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IN THIS ISSUE...

How Long Will You Have to Work?

Encourage Your Child to Participate

Dealing with Stock Price Declines

Financial Data

News and Announcements

Your child has finally finished
college and started his/her
first full-time job.  What is the

most important financial advice you
can give?

Participate in your 401(k) plan as
soon as you are eligible.  A recent sur-
vey by Hewitt Associates found that
less than half of those in their 20s
contribute to their 401(k) plan, while
40% of those that do participate don’t
contribute enough to receive their
employer’s full matching contribu-
tion.

The quality of your children’s
retirement will largely be determined
by the amount of money they save,
and a 401(k) plan is a great place for
them to start.  Before marriage, a new
home, and other obligations con-
sume their entire paycheck, get them
into the habit of saving.  Because the
contributions are deducted before
they even see their paycheck, it is a
great way to get them into the habit
of saving on a regular basis.

Having trouble convincing them

this is a good strategy?  Perhaps
some numbers will make the point.
Assume your child starts contribut-
ing to his/her 401(k) plan at age 25,
contributing $6,000 per year (sub-
stantially below the maximum con-
tribution in 2007 of $15,500), with
matching employer contributions of
$3,000.  If he/she earns 8% annually,
he/she could have a balance of
$2,331,509 at age 65, before the pay-
ment of any taxes.  What if he/she
waits until age 35 to start contribut-
ing?  At age 65, the balance could be
$1,019,549, still a substantial amount,
but $1,311,960 lower than if he/she
started at age 25.  Contributions for
the first 10 years make a substantial
difference in the ending account bal-
ance.  (This example is provided for
illustrative purposes only and is not
intended to project the performance of a
specific investment vehicle.)

What if your child still isn’t con-
vinced?  Consider reimbursing
him/her, as part of your annual gift
tax exclusion, for any 401(k) contri-

CONTINUED ON PAGE 3
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Welcome to My Newsletter 

Welcome to my new e-newsletter for clients and 
friends. The newsletter will arrive via e-mail every
month, containing informative articles on a variety 
of financial and investment topics. If you don't want
to receive this newsletter, simply fill out the 
subscribe box below, indicating you wish to be 
deleted from my mailing list. You can also use the
subscribe box to add friends or relatives to my 
mailing list. Please feel free to contact me with any
questions or concerns. Hope you enjoy the
newsletter.

 

Squeezed between Competing Needs
At a time when baby boomer couples
should be saving for their own
retirements, many feel squeezed by 
competing financial needs. Having
started families later than past 
generations, their children may just
now be entering college or still living

at home. At the same time, aging parents may 
need financial assistance. It is a dilemma that is
likely to become more common.
[FULL ARTICLE] 

 

Avoid Withdrawal Mistakes 
During your working years, your
emphasis was to accumulate as much
as possible for retirement. But as you
near retirement age, you need to 
start thinking about how to withdraw
those funds to maximize your 

income. To help accomplish that, avoid these
mistakes.
[FULL ARTICLE] 

 

Dealing with Stock Price Declines 
When a stock's price declines
substantially, you might wonder what
you should do. If you own the stock, 
should you sell before the stock
declines more or purchase more 
shares at the lower price? If you are
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Here is what your Newsletter will look like.

When you are ready, you can Post it to the Web.
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