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5 Steps to Create an Investment Plan

L
ike anything in life, having a
plan for your investments will
help you reach your invest-

ment goals. Below are five steps for
crafting your plan. 

1. Determine Your Goal
Every good investment plan be-

gins with a clear goal in mind. Ask
yourself: “Why am I investing?
What do I hope to do with the
money I save and earn?” For exam-
ple, you might invest to: fund a
child’s college education, retire com-
fortably, buy a house, start a new
business, leave a charitable bequest
to a favorite cause, or pay for a wed-
ding.

Write down your investment
goals. Make them as specific as pos-
sible. Think about the kind of
lifestyle you want in retirement, the
cost of your dream vacation home,
the cash you’ll need to start your
business, or the cost of tuition where
your children might go to college.
Write down a realistic estimate of
how much you think you’ll need.
After all, if you don’t know where
you’re going, you’ll never get there.  

2. Decide on Your 
Time Frame

After you outline your goals,
you need to establish your time

frame for investing. Typically, your
goals will fall into one of three cate-
gories:

4Short-term: Short-term goals
are those you expect to achieve

in five years or less. 

4Mid-term: Mid-term goals are
those you expect to achieve in

five to 10 years.

4Long-term: Long-term goals
are those you expect to achieve

in more than 10 years. 

Your investing time frame has a

Staggered Retirements

Often, spouses don’t retire at the same time. Frequently, one spouse
may retire before the other due to health problems or a layoff, not

necessarily because the spouse chooses to retire early.  Keep these points
in mind if you are in that situation:

4Try to minimize withdrawals from retirement accounts. Although
you will only have one salary instead of two, it’s best to minimize

withdrawals while one spouse is working.  

4Utilize all available benefits from the working spouse’s employer.
Find out if the retiring spouse is eligible for health insurance benefits

through the working spouse’s employer.   

4Delay Social Security benefits.  Because the surviving spouse can
elect to receive 100% of the other spouse’s benefit, it typically makes

sense for the man to wait until age 70 to claim Social Security benefits, to
provide his wife with the highest possible benefit after his death.

4Consider all defined-benefit plan payment options. Make sure to
consider all the payment options carefully before selecting one.

Your choice will typically be irrevocable.     mmm

FR2021-1122-0007

U C C E S S

direct relation to the investments
you’ll choose. Generally, the shorter
your time horizon, the less risk you
want to take. If you will need your
money in three years to pay for your
daughter’s college education, then
putting all your money in riskier in-
vestments is probably not wise, as
the chances of losing money are
greater. Instead, less risky invest-
ments, like bonds, will likely make
up a larger portion of your portfolio.
But if you’re investing for the long
haul (say, for a retirement that’s 30
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years away), you can invest in high-
er risk investments, since you’ll have
more time to recover from a loss.  

3. Evaluate Your Tolerance
for Risk

All investments come with risk
— the chance you could lose your
money. But riskier investments also
come with the possibility of greater
return. As an investor, you must de-
cide how much risk you’re willing to
accept. Your personal risk tolerance
is closely related to your goals and
your time frame, as well as your ex-
perience with investing and your
feelings about the possibility of los-
ing money. 

4. Decide How Much You
Want to Invest

Once you’ve considered your
time horizon, goals, and risk toler-
ance, you can consider how much
money you want to invest. You
should keep a portion of your sav-
ings in a stable, easily accessible ac-
count to use for emergencies and
other immediate needs. 

Once you have the funds for
your initial investment, you need to
decide how much you want to in-
vest on an ongoing basis. This num-
ber will be determined by your 
budget, your investment goals, and
your time frame. For smaller, short-
term goals, determining ongoing in-
vestment amounts is fairly easy. If
you want to buy a home in five
years, you might open an account
with $2,000 you’ve already saved,
and then invest $400 a month for the
next five years. 

Deciding how much to invest
for longer-term goals can be more
challenging. When saving for retire-
ment, you need to consider how
much yearly income you’ll need,
your anticipated investment returns,
when you want to retire, how long
you expect to live, the impact of in-
flation, and the money you’ll receive
from other sources, like Social Secu-
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rity. It can be a complicated equa-
tion, which is why many people
turn to a financial advisor for help
running the numbers.   

5. Choose Your 
Investments

Given the thousands of possible
options, choosing investments can
be overwhelming. But completing
the first four investment planning
steps should help you make those

decisions. Again, your goals, risk
tolerance, and time frame will point
you in the right direction, such as
toward target-date funds designed
for retirees or college savers, or a
money market fund for short-term
goals. But if you’re baffled by all the
options, it’s always a good idea to
seek a second opinion. Please call if
you’d like help with your invest-
ment plan.     mmm

6 Questions to Ask before Investing

G
athering as much informa-
tion as you can before you
choose an investment will

protect you and your money. To
help you do that, here are six ques-
tions that everyone should ask be-
fore they invest. 

1. Do I understand this invest-
ment? Before deciding to invest,
make sure you’re clear on what
you’re investing in, how it makes
money, and how easy it is to sell. 

2. What’s the potential reward,
and am I prepared to accept the
risk involved to get it? Usually, an
investment that comes with a big
potential reward also comes with
big risk. That doesn’t necessarily
mean it’s a bad choice, but it does
mean you should go into it fully in-
formed. 

3. What’s the cost of this in-
vestment? You should also find out
if there are fees and expenses asso-
ciated with the investment. Also
important are the taxes you’ll have
to pay when you sell as well as any
potential penalties. 

4. Does this investment fit
with my goals? Shorter-term goals,
like saving for a down payment on
a house or accumulating funds for
a child’s college education, require
a different investment strategy
than if you’re investing for a retire-
ment that may be 20 or 30 years
away. Lower-risk investments are
usually more appropriate for 
shorter-term goals, while riskier in-
vestments can be fine for longer-

term goals. A financial advisor can
help you determine which invest-
ments fit with your particular
goals.

5. How easily can I get out of
this investment? Money that
you’ve invested isn’t liquid. In the
case of stocks, you can always sell
without too much difficulty, but
you may take a loss. But with other
investments, like real estate and
certain types of life insurance, it’s
harder to get your money out. If
you think you’re going to need to
access your investment in the near
future, make sure you know how
easy it is to access those funds. 

6. What is this investment’s
history? Some investments have a
long history that you can look to
when making a decision about
whether to get involved. The U.S.
has never defaulted on its debt, for
example, and there’s little chance
that it will in the future, and that
long history allows you to make
certain informed predictions about
the future performance of this in-
vestment. Likewise, certain compa-
nies have a solid history of strong
performance. While past perfor-
mance is no guarantee of future re-
sults, it is useful information to
consider. Newer companies and in-
vestments obviously don’t have
that clear history for investors to
study. That doesn’t mean they’re
always bad investments, but it
does mean you should be skeptical
of any claims of out-size returns.
mmm
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add, consider your health and how
long other family members have
lived.

4Overestimating how much
you can withdraw annually

from your retirement savings.
With a retirement that could span
decades, it’s important to withdraw
a reasonable amount so you don’t
deplete those savings too soon.  A
number of factors can make that a
difficult number to calculate.  First,
as noted above, you can’t be sure
how long you’ll be making with-
drawals.  Live significantly beyond
your average life expectancy and
you could find yourself with little
in the way of savings.  Second,
inflation over such a long period
means you’ll have to withdraw
increasing amounts just to maintain
the same purchasing power.  Third,
your rate of return on your invest-
ments will significantly affect how
much you can withdraw annually.
When withdrawals are being made,
down markets can have a devastat-
ing effect on your savings.  Not
only will your investment value go
down, but you will be withdrawing
the same amount from a smaller
balance.  Thus, when the market
rebounds, you’ll have less capital
available to participate in that
rebound.  Especially if a major mar-
ket downturn occurs early in your
retirement, withdrawing an amount
that may have been reasonable dur-
ing an up market may quickly
deplete your assets.  Thus, it’s 
generally prudent to keep your
withdrawal percentage as low as
possible, perhaps 3% or 4% of your
balance.  With that level of with-
drawal, your funds should last for
decades.

If you’d like help making these
estimates, please call.    mmm

Watch Out for Estimating Mistakes

W
hen determining how
much to save by retire-
ment age, several vari-

ables must be considered, some
requiring estimates that will span
decades.  Err significantly on those
estimates and you can end up with
little or no money left during the
later years of your life.  Three of the
most significant estimating mistakes
to watch out for are:

4Underestimating how much
income you’ll need in retire-

ment. The entire point of your
retirement savings is to ensure you
have sufficient income to spend
your retirement how you’d like, so
make sure you have a good esti-
mate of how much that will cost.
Various rules of thumb indicate
you’ll need anywhere from 70% to
over 100% of your preretirement
income.  At first glance, it seems
like you’ll need less than 100%,
because work-related expenses,
lunches out, professional clothes,
and commuting costs will be gone.
But look carefully at your current
expenses and how you plan to
spend your retirement years before

deciding how much you’ll need.  If
you pay off your mortgage, remain
in good health, live in a city with a
low cost of living, and engage in
inexpensive hobbies, you might
need less than 100% of your prere-
tirement income.  However, if you
plan to travel extensively, must pay
for health insurance, and carry sig-
nificant debt, you may find that
100% of your preretirement income
is not enough.  You need to look
closely at your current expenses and
planned retirement activities to
come up with a reasonable estimate.

4Underestimating how long
you’ll live.  Today, the average

life expectancy is 84.3 years for a 65-
year-old man and 86.6 years for a
65-year-old woman.  But don’t use
those figures without further analy-
sis.  Average life expectancy means
the woman has a 50% chance of
dying before age 86.6 and a 50%
chance of living past age 86.6.  Since
you can’t be sure which will apply
to you, you should probably
assume you’ll live at least a few
years beyond your life expectancy.
When deciding how many years to



Protect Family’s Security

Financial Thoughts

7 Ways to Pay Less for College
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One of your first financial goals
should be to protect your fami-

ly’s financial security from major
catastrophes.  Consider these items:

4A cash reserve for short-term
emergencies. A common rule

of thumb states that your cash
reserve should equal two to six
months of living expenses.  Howev-
er, how much you’ll need depends
on your age, health, job outlook,
and borrowing capacity.  

4Adequate insurance in all
major areas. Your insurance

needs will change over the years, so
you may find yourself with too
much or too little coverage.  Thus,
periodically review your life, dis-
ability, medical, and homeowner’s
insurance.  

4Umbrella liability insurance
to protect against major law-

suits. Umbrella policies are pur-
chased in $1 million increments and
kick in once limits of your home-
owner’s and automobile policies are
exceeded.  

4A power of attorney. A power
of attorney gives an individual

you designate the power to act on
your behalf when you are incapaci-
tated, allowing him/her to take
over your finances and make invest-
ment decisions.     mmm

W
ith the cost of college
steadily rising, students
and their parents are look-

ing for ways to ease the financial
burden. Fortunately, there are ways
to reduce college expenses for your
child, even if a free-ride scholarship
isn’t a possibility. 

1. Take college-credit courses in
high school. Pack your child’s high
school schedule with advanced
placement classes so they can start
earning college credits now. Students
who do well on AP exams may be
able to skip general education re-
quirements. 

2. Apply for aid. Always apply
for financial aid, even if you think
you might not qualify. Even if you
make a lot of money, your child may
still be granted some assistance. 

3. Start at a community college.
Tuition at two-year community col-
leges is more affordable than at four-
year private and public universities.
Many students can save money by
beginning their college education at
these schools and then transferring
to a four-year institution to complete
their degree. 

4. Stay close to home. Heading
halfway across the country for col-
lege is going to be expensive. If your
child stays closer to home for school,
they’ll spend less on travel and may
even be able to live with you, cutting

costs even further. Plus, in-state pub-
lic universities and community col-
leges are typically cheaper. 

5. Get a job. College is hard
work, but many students benefit
from working at least a few hours a
week while in school. Consider hav-
ing your child rely on their part-time
job, rather than you, for their spend-
ing money.  

6. Look for scholarships. Schol-
arships aren’t just for top athletes
and those with perfect SAT scores.
There’s money out there for all kinds
of students. 

7. Choose a school that charges
no or minimal tuition. While admis-
sion to these schools is competitive
and they won’t be an option for all
students, they are worth exploring.
The U.S. federal service academies
charge no tuition in exchange for a
service commitment after gradua-
tion. A number of work colleges
allow students to attend for free or a
nominal cost in exchange for work-
ing on campus. However, keep in
mind that despite free or discounted
tuition, students may still be respon-
sible for room, board, and other fees.
mmm

Robinhood had over 13 million
users in May 2020 compared

to 12.7 million at Charles Schwab.
On average, Robinhood investors
have smaller accounts than
investors at other brokerages.
However, during the first three
months of 2020, Robinhood
investors traded 40 times as many
shares as Charles Schwab
investors per dollar of invest-
ment. Robinhood investors also
concentrate their funds at a much

higher rate than the average retail
investor. Thirty-five percent of
purchases by Robinhood
investors is focused in just 10
stocks, versus 24% for most indi-
vidual investors (Source: AAII
Journal, November 2021).

In a study of individuals
between the ages of 55 and 75
years old, waiting to retire until
age 67 lessened the rate of cogni-
tive deline in retirement. Howev-
er, those who retired at age 67 had

a slowed rate of cognitive decline,
not necessarily a boost in cogni-
tive decline. It was also found
that this insulation does not vary
across gender, education, or occu-
pation, affecting everyone equally.
Furthermore, depressive symp-
toms and comorbidities were not
found to mediate the effect of
postponing retirement (Source:
SSM Population Health, June 2021).
mmm


