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Our objective is to help our clients get more benefits

and more money for their money.

Retirement - Do You Have Enough Money To Last ?

When people get very concerned about having enough money to last for their retirement, and want to keep it close to the vest, they typically make conservative short-term investment decisions.           They invest in conservative income investments such as short-term CDs, fixed annuities and             short-term bonds.

As people age, they get more security oriented.            Did you ever notice that many senior housing communities are built as gated facilities ?  I notice how my mother talked about security issues more frequently as she got older – both monetary and otherwise.  While that’s natural, it can lead to some costly investing mistakes.  Let me explain.

If I told a 75-year-old:  “I recommend that you buy a 10-year bond.”, what do you think they might           say to me ? They would say that a 10-year investment is too long.  Instead, they may want              to buy a 6-month CD.  Does that make sense ?                It does to a lot of people.

I’ve noticed that as people age, they keep investing for shorter and shorter time horizons.  Bad mistake.  So, I’d like to give you a rule:  your investments should be made for as long as you will live.

In the long run, you only have two choices                 with money:  either you are going to outlive your money or your money is going to outlive you.  Which scenario would you prefer ?  Although most people would like both to expire on the same day, that’s unlikely.

The only sensible choice is to have your money and your investments outlive you.  Don’t buy 6-month CDs unless you think you will be dying in                     5 months.  The following statistics might help us determine how long you’ll be around:

Current Age
Life Expectancy1

65-68
85

69-72
86

73-75
87

76-77
88

78-80
89

81-82
90

83-84
91

85-86
92

90
95

100
103

1Life Expectancy Tables:  2000 IRS Publication 590
The average person who is now 73 years old will live to age 87.  That’s 14 years.  So, if I advised the average 73-year-old to buy a 15-year bond,                that would not be too long.  What I am saying is:  make sure your money lasts as long as you do !

Please think about that carefully !

Use Your Heart For Your Family  – 

Use Your Head For Your Money

What people often do not realize is that the goal             of investing is not to make money.  The goal is to not lose money ! Avoiding losses means avoiding mistakes.

My job is helping people avoid those costly mistakes.  It’s far too hard to make up the loss on a bad investment with your “good” investments.

The most significant mistake that investors make is investing with their emotions.  You may think you’re calm and collected, but most people aren’t.  Take this quick test:

1. Have you ever sold a stock, even though it continued to climb, because you were afraid that if you held on you would lose the profits you already had ?

2. Have you ever held a losing stock for months or years and never seen it recover ?

3. Do you own any inherited investments that you keep for sentimental reasons, even though your money might be better invested elsewhere ?

4. Do you have more than 30% of your portfolio in treasury bills and FDIC insured bank accounts because you’re afraid of losing money ?

5. Have you avoided writing a Will or Trust because you’re superstitious about planning for death ?

If you answered “yes” to any of these questions, you’re managing your money with your emotions.  This is extremely dangerous.  Your emotions will almost always guide you in the wrong direction when it comes to money.

Annuities - An Investment For the 50’s Plus

Let’s talk about another investment that’s very popular with the 50’s Plus:  Tax-Deferred Annuities.

Annuities are very similar to CDs at the bank.  Here’s the difference: a fixed annuity is with a life insurance company and the life insurance company guarantees your deposit.

Here’s the big benefit over a CD:  the tax law allows the life insurance company to pay you interest and if you reinvest the interest, you do not pay any taxes on it while it is being reinvested.

At the bank, if you are leaving your interest to reinvest, you are going to pay tax on the interest every year.  You pay tax on money that you don’t even use.  With an annuity, you only pay the tax on the money when you withdraw it.

Now you may think:  “If I eventually have to pay the tax anyway, why bother putting it off ?”  The answer is simply:  always pay money as late as possible.  Lend me money today. I can’t pay you back tomorrow, but I can pay you back say in 10, 15 or 20 years.  In the meantime, I can live pretty well off the interest I make on your money.

When you defer taxes to the IRS, you are doing the same.  You are borrowing their money to earn money for yourself.  It’s double compounding – interest on interest and interest on the tax savings.  Over time, the amount you can earn on this money can be impressive.

Here’s an example of money invested at 7%. The chart is a comparison of money invested in a taxable deposit where tax is paid each year, and money invested in an annuity where the tax is deferred:

$100,000 Invested
Taxable Account at 7%
Tax-Deferred Annuity at 7%

Year   5
$129,155
$140,255

Year 10
$166,810
$196,715

Year 15
$215,443
$275,903

Year 20
$278,254
$386,968

With the tax-deferred annuity, you accumulate $108,714 more than with the taxable account !

Assume you started the annuity when you were 55.  At 75 you start taking the income. The taxable account will give you an income of $25,266 each year. The tax-deferred account, which is much larger, will give you an income of $35,137 each year.  Which would you rather have ? 

Unlike the earnings from a CD, the earnings from an annuity are not included in the calculation to tax Social Security income, until they are withdrawn.  This is a side advantage that can boost your annuity return another 1% or 2%.

Annuities – How Do You Get The Money Out 

How you get money out of your annuity is flexible. It’s your choice:

1. You can take the whole balance out at one time (with this option, fees and taxes may apply).

2. You can make withdrawals whenever you want (there may be minimum or maximums on the withdrawal amount).

3. You can take monthly payments - called annuitization – which means you trade in your annuity to the insurance company in return for a monthly income which continues for a period of time you choose:  your lifetime, a fixed number of years, or a combination of both.

You’ve Got Mail !

Got any mail about the new Medicare Advantage Program recently ?  I’ll bet you got lots and lots of it !  Haven’t we all.  Well, tighten your belt because you are going to get a lot more !

Medicare is now offering a privatization of your Medicare coverage, which is called a Private Fee-For-Service Plan (PFFS).  What is this ?

A PFFS plan is a Medicare Advantage health plan offered by a private insurance company under contract with the Centers for Medicare and Medicaid Services (CMS).  CMS pays the insurance company a set amount of money each month for health care coverage for the Medicare beneficiaries who have enrolled in the PFFS plan.

As a Medicare beneficiary, you can choose from different Medicare options.  You can choose the original Medicare Plan or one of the new Medicare Advantage Fee-for-Service plans.  You may have other options as well.  You make the choice. 

If you have Medicare Supplemental Insurance that fills gaps in the original Medicare Plan, you may not need it if you join an Advantage Fee-for-Service plan.  However, if you drop your supplemental policy, you may not be able to get the same one back.  You should check into this carefully before you drop your supplemental policy to make sure you have all of the coverage you need.

Also, you or your spouse may have, or be able to get, employer group health coverage.  If so, you should talk to the employer to find out how your benefits will be affected if you should decide to enroll in a Medicare Advantage health plan.


Take Note: regardless of when you reach full retirement age, and even if you delay receiving your Social Security benefits, you should sign up for Medicare three months before reaching age 65.  Failure to do this could delay your Medicare (Part B) medical insurance, and you could be charged a higher premium.

No matter what you decide, you are still in the Medicare program.  Before you make any decision, however, give us a call.  Strategic Planning Services can help you to find the Plan which best suits your particular needs.

THIS IS IMPORTANT FOR ALL SENIORS ON MEDICARE !

THE MORE INFORMATION YOU HAVE, 

THE MORE PREPARED YOU WILL BE TO MAKE A WISE DECISION.

DON’T WAIT !   CALL US NOW AT:  

(616) 447-0023

or

Toll Free  (877) 447-9372
Strategic Planning Services

Over 26 years of Service to Investors

-   Specializing in Retirement Planning

It is surprising to learn how many of our clients are unaware of the full range of financial services we provide.  While its true that I am a Registered Investment Advisor with regard to money management and investment counseling, Strategic Planning also offers a complete range of investment and insurance services:

ESTATE PLANNING



BUSINESS PLANNING




LIFE INSURANCE





MEDICAL INSURANCE






MEDICARE PLANNING







LONG TERM CARE INSURANCE








ANNUITIES









MUTUAL FUNDS










MONEY MANAGEMENT











CHARITABLE TAX PLANNING

Before you talk to anyone regarding your finances  -  talk to us !

Or if you need an unbiased first, second or third opinion  -  talk to us !

Before someone tries to talk you out of a sound financial decision  -  talk to us !

Before you make an investment mistake that may cost you thousands of dollars   -  talk to us !

Call now to set up a free appointment:   (616) 447-0023   or   Toll Free:   (877) 447-9372

STRATEGIC  PLANNING  SERVICEs
2074 Rogue  River Road    (   Belmont,  Michigan  49306

TEL:   (616) 447-0023 - (877) 447-9372

FAX:  (616) 447-0625

E-MAIL:  mike@spsinvestments.com
A Registered Representative with and Securities offered through MTL Equity Products Inc

1200 Jorie Blvd ( Oak Brook, IL 60522-9060  (  Member NASD & SIPC

MTL Equity Products Inc and Strategic Planning Services are independently owned and operated
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