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Powerful Questions to Ask

T rying to determine whether all
your finances are in shape?
Answer these questions hon-

estly to determine places where you
may need to shore up your finances:

Do you have a financial plan?
It’s difficult to achieve your finan-
cial goals by accident.  Typically,
you’ll need a formal plan that
includes steps to help achieve your
goals and ways to assess your
progress along the way.

Do you know your net worth?
Prepared at least annually, a net
worth statement can help you assess
your financial progress.  Ideally,
your net worth should grow by sev-
eral percentage points over infla-
tion.

Are you saving something
from every paycheck? Saving on a
consistent basis is one of the best
habits you can develop to help you

achieve your financial goals.  Hav-
ing trouble finding money left over
to save?  Find ways to make saving
automatic.  Increase your 401(k)
contributions or have money auto-
matically withdrawn from your
checking account every month and
deposited directly in an investment
account.  

Do you have a budget? Almost
no one enjoys the process of analyz-
ing and budgeting expenditures.
But inefficient and wasted expendi-
tures can be major impediments to

Setting Financial Goals

H aving clearly defined financial goals will help you with your

asset allocation strategy.  Goals should be clear, concise,

detailed, and written down.  You can pursue financial goals when

you have the assets available to meet an immediate financial need,

want, or desire.  To work toward your goal, you need a plan that

considers how much you need, when you need it, and how you’re

going to accumulate it.

Also, consider how important it is for you to reach your finan-

cial goal on time.  Generally, the longer time frame you have to

achieve a goal, the more aggressive your investment approach 

can be.  Your asset allocation model should be built around your

financial goals.  If you approach setting your financial goals in this

way, you will make better decisions about setting goals and ways

you can invest to achieve those goals.   mmm

U C C E S S

accomplishing your financial goals.
It is difficult to control your money
if you don’t know how much you
have or where it is going.

Is your debt becoming burden-
some? Just consistently spend a 
little more than you make over a
period of time and you will eventu-
ally find yourself overburdened
with debt.  At that point, with much
of your discretionary income going
to make debt payments, you may
have little or nothing left over to
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save.  If your debt level is too high,
take steps now to get your debt
under control.

Do you own a home? While
owning a home is not for everyone,
there are significant financial and
tax reasons for doing so.  Although
you typically only make a down
payment of 10% to 20% of the
home’s cost, you retain all price
appreciation on the home.  Part of
each mortgage payment builds equi-
ty in your home.  Historically,
homes have provided a good hedge
against inflation.  There are also sig-
nificant tax advantages to home
ownership, including tax deductions
for mortgage interest and property
taxes and exclusions of significant
amounts of gain when selling.

Are you prepared for financial
catastrophes? Make sure to have
an emergency fund covering several
months of living expenses, insur-
ance to cover catastrophes, and a
power of attorney so someone can
step in and take over your finances
if you become incapacitated.

Are you earning as much as
you can? Sure we all want to enjoy
our work.  Your income is going to
drive all of your other financial
decisions, so consider investigating
your job options.  Are you being
paid a competitive wage?  Do you
have an outside interest or hobby
that you can leverage as an addi-
tional income stream?

Are you utilizing all appropri-
ate strategies to reduce your
income taxes? We can help assess
your tax situation, looking for ways
to reduce your tax bill.  It’s impor-
tant to discuss these goals with a
qualified professional who can
introduce strategies that are appro-
priate for you.

Is your portfolio properly
diversified?  Diversification is a
defensive strategy using balanced
positioning to help protect your
portfolio.  Diversify your invest-

Answer These
Continued from page 1 Stretching Your Salary

I n the current economic climate,
many employers are cautious
about increasing expenditures.

That means your best bet for the
near term is to make your current
salary stretch farther.  Some tips to
consider include:

m Deposit your paycheck directly
into your bank account. That
way, you’ll be less tempted to
cash part of your paycheck and
spend it.

m Contribute to your 401(k) plan.
Any contributions you make are
deducted before income taxes
(unless contributing to a Roth
401(k) plan), so you don’t pay any
current federal income taxes on
your contributions.  In addition,
many employers match some
portion of your contribution.

m Check out your 401(k) invest-
ments. Since you are responsible
for investing your contributions,
make sure you are familiar with

all options in your plan and
review those options at least
annually.  Even if you only
increase your rate of return by a
percent or so, that can make a 
significant difference in your 
ultimate balance.

m Review your health insurance
coverage. If your employer offers
more than one option, review
those choices carefully.  When
your spouse also has coverage,
review options from both
employers and determine which
is the best alternative for you.

m Take a look at other fringe bene-
fits offered by your company.
Many employers provide a vari-
ety of fringe benefits.  Usually,
you do not have to pay any
income taxes on these benefits.
Thus, carefully assess your 
company’s fringe benefit package
to ensure you are utilizing all
appropriate ones.     mmm

ment portfolio among a variety 
of investment categories, as well as
within those categories.

Meet with us for an annual
review and rebalance of your
Estate Plan. Your portfolio won’t
stay within your desired allocation
by itself.  Since different invest-
ments earn different rates of return,
over time, your allocation will get
out of line.  We can review your
Estate Plan periodically to review
your goals and make adjustments to
rebalance it when necessary.  

What rate of return have you
estimated for your investments?
Expected rates of return are often
derived from historical rates of
return and your current investment
allocation.  Actual returns may be
better than that in some years and
worse than that in other years.  
It’s important for us to review your
actual returns and your present-day
risk tolerance to ensure your plan
continues to meet your long-term
strategy.

Is your estate plan up to date?
Take a fresh look at your estate
planning documents.  Even if recent
increases in exemption amounts
mean your estate won’t be subject to
estate taxes, there are still reasons to
plan your estate.  You probably still
need a will to provide for your
estate’s distribution and to name
guardians for your minor children.
You should also consider a durable
power of attorney, which designates
someone to control your financial
affairs if you become incapacitated,
and a health care proxy, which dele-
gates health care decisions when
you are unable to do so.

Are your retirement plans on
track? You want to be sure your
retirement savings and other income
sources, such as Social Security and
pension benefits, will support you
for what could be a very lengthy
retirement.  

If you need help reviewing any
aspect of your finances, please call.
mmm



reduces the interest rate by your

marginal tax rate. In most cases,

this means home mortgage interest. 

3What rate of return can you

expect? The most important

consideration is whether you can

earn more by investing your money

than the interest rate you’re being

charged on your debt. If you can

earn more in the financial markets

than your interest rate, you should

invest your money instead of pay-

ing off the debt. If not, it’s worth it

to pay off the debt.

4How long until you retire?

This is a key consideration

when you’re thinking of paying off

your mortgage, especially if it’s

near the end of its term. At that

point, the tax benefits are minimal

because most of your payments

consist of principal, not interest. In

addition, if you’re 50 years old or

older, the monthly cash flow you’d

free up could be devoted to the

extra $5,000 a year you can con-

tribute, pretax, to an IRA or 401(k). 

On the other hand, if you have
10 years or more to go on your
mortgage, it could be smarter to
keep making the minimum pay-
ments to retain the tax advantages.
As an alternative, consider the
advantages of refinancing the
remaining balance. At the reduced
principal amount and with mort-
gage interest rates near historical
lows, you may be able to reduce
your monthly payments such that
you can save nearly as much as you
would if your mortgage were paid
off.     mmm

Save or Pay Down Debt?

T he Great Recession has drilled
home a lesson many people
seemed to forget: debt can be

dangerous to your financial health.
Is it better to save or pay down
your debt first?

The answer depends on a lot of
things that are unique to each indi-
vidual, such as how old you are,
how much you’ve already saved,
what rate of interest you’re paying,
and more. A review of the basics of
financial planning is a good way to
approach the subject. Here we out-
line how you should use income not
dedicated to day-to-day expenses,
in order of priority.

First Priority: Insurance
One of the best routes to finan-

cial ruin is to not have adequate
insurance, so your first priority
should be to have the right kinds of
policies in the right amounts that
help protect you and your family. If
you’re young and unmarried, this
means having basic health insur-
ance. Beyond that, if you have a
family, you need life insurance as
well as short- and long-term disabil-
ity insurance. In each case, you’re
looking to help provide yourself or
your survivors with a replacement
for the income you and they count
on. The bottom line: if you have
debt, make the minimum payments
until you’re properly insured and
you have the next two priorities
covered as well.

Second Priority: An 
Emergency Fund

Even if you don’t have a family,
you need to protect yourself against
job loss or a major unexpected
expense. The rule of thumb is to
create an emergency savings fund
equal to three to six months of your
income. Not only does this give you
breathing space against hardships,
it also affords you the flexibility to
move in connection with a job
change. 

You should make creating an

emergency savings fund a priority.
If you can’t take care of priorities
one and two at the same time you
pay for basic necessities, like gro-
ceries and gasoline, you’re living
beyond your means and need to cut
back on your spending.

Third Priority: 
Retirement Savings

Finally, before you even think
about making more than the mini-
mum payments toward your debts,
it’s imperative that you start saving
for retirement, as soon as possible.
Time is both the best ally and worst
enemy of the saver. Start saving too
late, and it’s possible that you’ll
need a rate of return you can only
achieve in your dreams in order to
accumulate enough for a worry-free
retirement. On the other hand, even
small amounts — as little as $25 a
month — put away early enough
can grow to sizable amounts by the
time you’re ready to retire.

With these three priorities cov-
ered, when you have money left
over, it’s time to consider making
extra payments to tackle your debt. 

Guidelines for Debt 
Reduction

There are a number of factors to
consider when you’re ready to start
accelerating the pace at which you
pay down debt:

1 Start with the debt with the

highest interest rate. Instead of

paying more on every one of your

debts, concentrate on the one that

charges the highest interest rate. In

general, these will be store credit

cards, followed by bank credit cards

like Visa and MasterCard. Use all

your spare cash flow to pay them

down one at a time. 

2 Is it tax deductible? Debt that

you can write off against your

taxes is generally considered good

debt.  In effect, the tax deduction



What’s Your Debt-to-Income Ratio?

I t’s common knowledge that

lenders use your credit score

(a mathematical calculation

based on information on your

credit report) when making lend-

ing decisions.  But lenders also

like to review your debt-to-

income ratio.

To calculate your debt-to-

income ratio, add up all your

monthly debt obligations, includ-

ing your mortgage, home-equity

loans, auto loans, student loans,

minimum credit card payments,

and other debts.  Divide that

number by your monthly gross

income to find your debt-to-

income ratio.

To be considered a good can-

didate for debt, that number

should generally fall below 36%.

Go much higher than that and

you are likely to have trouble get-

ting additional debt or debt will

carry higher interest rates or sig-

nificant fees.

Lenders review both your

credit score and your debt-to-

income ratio, because your credit

score is simply a reflection of

your past payment history and

does not indicate how much debt

you carry in relation to your

income.     mmm

Investment
Answers News

During these Summer months, we
want to encourage you to get your
Estate Planning documents in order. 
If there is a To-Do or a Honey-Do list for
your accounts and documents, we
encourage you to be diligent accom-
plishing those tasks before the holiday
season quickly arrives.  Contact us if
you have any questions or concerns.
That’s what we are here for!

Keep an eye out in August for a
Reply Card you will be receiving in the
mail from us.  The Reply Card is a way
for us to hear what types of Client
Events you and your friends would like
to attend.  Everyone who returns the
Reply Card will be entered once into a
drawing for a $50.00 Visa Gift card.
Each client who completes and returns
the card by September 1, 2013, will be
entered into the drawing once and there
will be one winner, to be announced
September 2.

We love spending the time with
our 300+ clients as much as possible.
Creating events that are fun, educa-
tional, and entertaining is our favorite
way to meet new people who are just
like you, who may be interested in
becoming part of the Investment
Answers family!  Spending an after-
noon or evening in fellowship with you
and your friends or family is our ideal
way to bring on new clients.  It’s more
personal, and we hope that it shows
how much we enjoy and care about
YOU, our clients.

Pollo Nueva Havana 
(Serves 4–5)

O ne of the most requested recipes by friends and family, this savory meal is warm,
creamy, and delicious, with an optional spiciness from the jalapenos.  Because I

can adjust the seasoning so easily based on those eating, it’s very versatile.  This is 
usually served with stir-fried vegetables and whole grain rice.

I make huge batches of this as a quick, go-to recipe for large family get-togethers,
and it’s truly a favorite.  This recipe is an adaption from Ramsey’s Café of the World
version.  I recommend grilling the meat, but you can also skillet fry this.  

11⁄2 lbs. chicken (I recommend all white meat, chicken breast)

Paprika (For extra spicy, I recommend Hungarian Paprika)

Ms. Dash Salt-Free Chicken Seasoning (Kroger’s name brand is just as good)

Garlic cheese spread (I highly recommend Boursin Garlic & Fine Herb Gourney
Cheese, found in Kroger’s deli.  You can look it up online to see what the packaging
looks like. ~$6.00)

1 Tbs. lemon juice (I recommend fresh lemon)

2 Tbs. extra virgin olive oil (EVOO)

Jalapeno slices (optional)

1 tsp. hot sauce (optional; I recommend Cholula Original Hot Sauce, which has the
wooden cap)

1 Tbs. unsalted butter, melted (optional)

1 tsp. salt (optional)

Note: I always let the chicken sit out to warm up a bit, then pound it so it’s an
even layer of thickness across the breast, ideally no more than 1 inch of thickness.
Pounding the chicken flat helps to retain the juiciness in the meat during cooking by
allowing a more even internal temperature.  

Directions: In a bowl, thoroughly cover your chicken with: 1 Tbs. lemon juice, 
1 Tbs. EVOO and enough paprika and Ms. Dash Chicken Seasoning so that both sides
of the chicken are completely covered.  I go really heavy on the paprika, in particular.
You can add the tsp. of salt and Tbs. of butter if you want tenderness, but it’s not nec-
essary.  Grill according to directions below.  Once complete, smother each serving of
chicken with a chunk of the Boursin cheese and (optional) jalapeno pepper slices.
Serve with steamed or stir-fried vegetables and whole grain rice.

Grill: Preheat your grill to approximately 400°.  Add each breast over a medium
flame and flip after about 4 minutes.  There should be a nice blackening on the spices
and a nice grill mark across the chicken.  Cook another 4 minutes, then lower your
flame (to approximately 350°) and cook until the chicken reaches 160° internally.  Take
the chicken off the grill, plate and cover with foil for about 5 minutes.  The chicken will
reach the recommended 170° by letting it rest a few minutes, covered.


