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If you're like most people, you're working hard now
and dreaming of the future. Retirement is your ultimate financial goal. You want to retire in comfort and
you hope to pass on your assets to the beneficiaries
you've chosen. Do you know if you'll have enough
money to retire and live as comfortably as you'd like?
Are you certain you understand all of the opportunities
and risks that pertain to your financial situation?

To make that dream of comfort a reality requires
clear-cut goals, smart strategies, and careful
financial planning. Determining the role that money
can play in helping you achieve your goals takes:
money management skills • an understanding of risk
and liability management • knowledge about income
and estate tax laws • accounting skills. And it takes
time.

It's never too early—or too late—to plan for retirement. With so many decisions and choices, retirement planning may seem confusing, but it doesn't
have to be uncomfortable. Wealth Enhancement
Group's team of expert financial professionals can
help you set goals, strategize to accumulate savings
and enhance wealth, and plan for a comfortable retirement—starting with this brief guide.

Do You Know...
When you want to retire?
Where you want to live?
How much money you
will need to live the type
of life you want to lead?
Is your family's future
secure?
Should you focus on taxdeferred, tax-advantaged,
or fully-taxable investments?
What level of investment
risk can you tolerate?
Are you managing your
money efficiently?

OFFICES
Wayzata, Burnsville, Edina, Blaine, Oakdale, Vadnais Heights
Brainerd, Mankato, Rochester, St. Cloud
Securities through Linsco/Private Ledger, Member NASD & SIPC. Advisory services are offered through Wealth Enhancement Advisory Services, LLC,
a registered investment adviser.
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Step One: Financial Planning and Tax Strategies

Planning NOT Products
Responsible
financial planning
is not just about
picking products
—it's about identifying goals and
objectives and
implementing a
balanced strategy
to achieve them.

Creating a Unique Retirement Plan
Retirement goals are life goals. They're unique and
individual. And because every individual's financial
situation is distinct, every sound retirement plan
should be unique, too—designed to help you meet
your specific goals and objectives.

Strategy - Implementation - Balance
It's important to know what you own (your assets),
what you owe (taxes), and how to make your money
grow (tax, accumulation, and investment strategies.)
But, responsible financial planning is not just about
picking products (annuities, stocks and bonds, mutual funds) - it's about identifying goals and objectives
and implementing a balanced strategy to achieve
them.
Strategy - Merge goals & objectives with knowledge
of assets to create plans
Implementation - Figure out how to put the plans to
work
Products - Implement the strategy
Balance - Strive for flexibility, maximum accumulation, minimum tax burden

The Financial Planning Process
The financial planning process is a systematic
approach designed to help you prepare for a fulfilling
life and a prosperous retirement. Here is how the
financial planning process works:
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1. Set goals. When you take a journey, it's nice to have
a destination in mind. The same is true with your financial plan. Determine your most important future financial needs, such as educational expenses for your children and retirement funds for yourself. Once you set
your goals it becomes much easier to work toward
those goals. Write down your hopes, dreams, and
material aspirations. Knowing exactly what you want
can help you make the sacrifices much easier to handle. When you keep the big picture in mind, it helps
you look beyond the superfluous temptations that can
derail your long-term plans.
2. Analyze assets. What is your starting point? Figure
out where you stand now financially so that you can
get a clearer picture of how much you will need to save
and invest in the future to reach your lifetime objectives.

STEP ONE
Financial Planning
& Tax Strategies

STEP TWO
Asset Allocation,
Investment Strategies
& Asset Management

STEP THREE
Risk Management

STEP FOUR
Estate Planning

3. Design a strategy. How are you going to achieve
those goals? You need an investment strategy
designed to help you take the proper steps to reach
your goals.
4. Strive for balance. The best thing about long-term
investment planning is that it gives you plenty of time
to reach your goals. You can take your time building
your retirement war chest. You don't have to do it all
this month or this year.

Step Two: Asset Allocation, Investment Strategies
and Asset Management
1. Assess risk tolerance. How well can you handle
risk? Would the ups and downs of the stock market
cause you to lose sleep at night, or are you comfortable riding out market volatility while focusing on the
long term. Your tolerance for risk should play a key
role in setting up an investment portfolio that's suitable for you.
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2. Devise asset allocation. With an eye toward risk tolerance and your long-term financial goals, you need to
put together an asset allocation strategy that can help
you reach your goals while maintaining an acceptable
level of risk.
3. Create a tax strategy. Total return is not the only
consideration in constructing a successful investment
portfolio. It's important to build a balanced portfolio
with investments that enable you to minimize your tax
burden and maximize your after-tax returns.

STEP ONE
Financial Planning
& Tax Strategies

Step Three: Risk Management

STEP TWO

1. Consider contingencies and liabilities. It's important to protect your earnings, savings, business and
property from accidents, emergencies, health complications and other contingencies.

Asset Allocation,
Investment Strategies
& Asset Management

2. Assess current coverage. How much life, health,
business and disability insurance do you have? Is it
adequate to cover any emergencies that might arise?

STEP THREE
Risk Management

2. Assess tax liabilities. Do you have income or assets
you would like to shelter from taxes? An estate plan
can help you do that.
3. Set up a plan to pass on your assets. If you have a
proper will in place, that's a good start, but you may
also want to set up a trust that would help you pass
your assets onto your heirs with a minimum of taxes
and public scrutiny. You should also name a power of
attorney and set up a living will.
Once your financial plan is in place, you are well on
your way to a prosperous life. But retirement planning
is not a one-time event-it is an ongoing process. You
should review and update your plan periodically to
make sure it meets your current needs.

3. Select insurance products. You should review your
insurance needs with a professional to determine the
proper insurance products and the right amount of
coverage to meet your needs.

STEP FOUR
Estate Planning

Step Four: Estate Planning
1. Determine your estate planning priorities. Estate
planning can enhance your quality of life now and
simplify the life of your beneficiaries far into the
future. An estate plan gives you the opportunity to
pass your assets to the people and institutions of your
choosing, it assigns decision-making powers to others in case you become unable to perform those tasks,
and it can help minimize your taxes now and in the
future.
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Financial Planning
and Tax Strategies
Ask Yourself...
• Are my goals
realistic?
• Do I need to
save more?
• Should I lower
my expenses?

Finally:
We design the right strategy for each category, based
on your unique financial situation. Financial Planning
is about process, not products:
Creating an efficient tax strategy - A plan to reduce,
minimize, or eliminate taxes
Establishing a balance between qualified and nonqualified assets - A plan to combine assets that qualify for special tax status with those that do not
Accumulation strategy - A plan to increase earnings
and savings
Withdrawal strategy - A plan to receive payouts and
distributions to maximize their value

The First Step:
The first step in financial planning is to determine your
net worth and cash flow need. We'll want to consider
all of your material assets and your complete financial
situation: cash flow summary • tax returns • personal property • savings and investments • retirement
accounts and social security • real estate • cash surrender value of insurance • business interests. Do you
need to assist or support your parents? Will you
inherit money or property? Do you expect to fund your
children and grandchildren's educations?

Taxes typically represent
the single largest expense
of your lifetime. You
probably pay more in
taxes than you realize.
Creating a tax efficient
strategy is a key part of a
responsible financial plan.

Employer Sponsored Retirement and
Deferred Compensation Plans
Employers offer a variety of qualified (tax-deferred)
and non-qualified retirement plans. These plans differ
in the way they are funded, the benefits they provide,
and in the ways they may fit into your overall financial
plans. Employer sponsored plans may include:

The Next Step:
Identify goals and objectives for retirement: where you
want to live-how you wish to spend your time-what
you would like to leave as your legacy.

•
•
•
•
•
•

Then:
We review all of your financial information to consider
how your assets fit into these key categories:
Taxable - everything treated as loss or gain when it is
credited to you
Tax-Deferred - the amount of contribution is deducted and earnings taxed later
Tax-Advantaged - tax-free or tax deductible

Did You Know...

A defined-benefit plan or pension
A defined-contribution plan - 401(k)
Stock options
Employer stock purchase plans
Other stock based on compensation plans
Supplemental retirement savings plan

TAXABLE

TAX-DEFERRED

TAX-ADVANTAGED

Regular Investments

401(k)

Universal Life

Mutual Funds

Qualified Plans

Municipal Bonds

CDs

IRA

Roth IRA

Real Estate

Annuity

Tax Deductions

Investments
6
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401(k)
Pensions
Company Stock
IRA & Roth IRA
SEP
Keogh
Social Security
Annuities

A defined benefit plan or pension provides a specific
dollar amount when you retire. Your employer funds
and manages the plan. These days, a pension that will
cover most of your expenses in retirement is extremely rare.
A defined-contribution plan [401(k)] can provide taxadvantaged savings. You and your employer may contribute to the account. Your contributions to the plan
are excluded from your reported income. You pay
taxes when you withdraw the funds during retirement,
so your investment earnings grow tax-deferred. You
assume responsibility for investment decisions, so it's
important to understand and monitor your 401(k)
investments. Generally your employer may contribute
up to 25% of your annual compensation that does not
exceed $220,000. Additionally, you may elect to defer
$15,000 from your compensation ($20,000 if you are
over age 49).
Company stock option plans allow you to purchase
shares of your employer's stock at a stated price (the
grant price). non-qualified stock options are taxed as
ordinary income when you exercise the option (purchase the stock). Incentive stock options qualify for
special tax treatment; you may potentially defer the
taxes until you sell the stock. The rules for buying and
selling company stock and the tax implications vary
widely and the rules can be extremely complex.

Individual Retirement Accounts
(IRA/Roth IRA/SEP IRA)
Anyone with employment income may contribute up
to $4,000 ($5,000 if you are over age 49) annually to
an IRA account ($8,000 per couple). At certain
income levels your contributions are not tax
deductible, but your earnings from an IRA are taxdeferred. You won't pay taxes on your earnings until
you retire and receive the disbursement. (These
amounts will change. Be sure to check on current limits.)
If your income is less than $110,000 ($160,000 per
8

couple), you are eligible to contribute up to $4,000 to
a Roth IRA. Your contributions to a Roth IRA are never
tax deductible, but your earnings are always tax-free,
as long as you're over the age of 59 ½ and have contributed to the plan for a minimum of 5 years. (These
amounts will change. Be sure to check on current limits.)
Individual Retirement Accounts are self-directed - you
assume responsibility for investment decisions and
will want to understand and monitor your investments.
If you own a small business or are self-employed you
should consider establishing a 401k or a Simplified
Employee Pension Plan or SEP. Contributions are taxdeductible and earnings tax-deferred. You can contribute a fixed percentage of your earned net income
up to a set maximum, currently $220,000.
Another option if you are self-employed is a Keogh
Plan. Contributions are tax-deductible and earnings
tax-deferred. The rules governing contributions vary by
plan and while Keoghs can provide substantial tax savings, they can be complicated to set up.

Social Security
Social Security can help pay the bills, but it won't solve
all of your financial problems in retirement. This government-sponsored retirement fund generally pays
less than 40 percent of an individual's retirement
needs. To qualify for Social Security, you need to work
for at least 10 years. The more years you work and
contribute, the more you'll receive from Social
Security. If you stop working in your 50s (and stop
paying into Social Security), you'll receive considerably less in monthly payments during your retirement
years.
On the other hand, if you continue to work until you're
65 or 70, you will receive a much larger Social Security
pay-out. Those retired individuals who contributed to

Did You Know...
The Alternative Minimum
Tax (AMT) is a system
that complements the federal regular income tax
system and may affect
you, for example, if you
exercise company incentive stock options.
Hypothetically, saving
$4,000 at a fixed annual
rate of 8% after 30 years
turns into $453,133. This
example does not take
into account taxes, fees,
or charges, which will
affect the amount
received.
If you’re over 49 you may
contribute an additional
$1000 to your IRA or
Roth IRA above the maximum $4,000 currently
allowed in 2007 and
$5,000 in 2008.
(Hypothetical situation)
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Social Security through most of their working years
receive about $20,000 a year in retirement income.
When can you start collecting Social Security? That
depends on what year you were born. The following
chart gives the timeline for Social Security benefits
based on birth year:

Receiving Your Social Security Benefits

If You Were Born In:

You Can’t Collect Full Social Security
Benefits Until Age:

1937 or earlier

65

1938

65 and 2 months

1939

65 and 4 months

1940

65 and 6 months

1941

65 and 8 months

1942

65 and 10 months

1943-1954

66

1955

66 and 2 months

1956

66 and 4 months

1957

66 and 6 months

1958

66 and 8 months

1959

66 and 10 months

1960 and later

67
Source: Social Security Administration
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Annuities
For investors who may still be short of their retirement
goals, an annuity may help fill in the gap. An annuity is
sold by insurance companies that pays a fixed or variable payment at some future period. Annuities may not
be for everyone, but those who have put the maximum
amount into their tax-deferred investment plans and
still have money to invest, an annuity can be an excellent option to consider.
There are several variations of annuities-some come
with immediate pay-outs, others with deferred payments; some pay a fixed return, others offer variable
returns.

Fixed Annuities
Fixed annuities, as the term suggests, pay a fixed rate
of return to the annuity holder, so that when you buy
the annuity, you know exactly what you're going to
receive over the term of the contract. The money is
guaranteed by the claims paying ability of the insurance company for either a set period of time or for the
rest of the investor's lifetime.

chase payments. Variable annuities are long term
investment products in which interest, dividends, and
capital gains accumulate tax deferred.

Variable Annuities are long-term investments
designed for retirement purposes. Investors should
consider the investment objectives, risks, charges,
and expenses of the ivariable annuity carefully before
investing. This, as well as other important information,
is contained in the prospectus. Please read it carefully
before investing or sending money. Annuities are not
insured or guaranteed by the FDIC. The value of
underlying subaccounts will fluctuate when redeemed,
may be worth more or less than their original cost.
Withdrawals from Variable Annuities made prior to
age 59 ½ may be subject to 10% IRS penalty charges
and/or surrender charges. Early withdrawals have the
effect of reducing the death benefit and cash surrender value. For more information, or to request a
prospectus, contact your investment representative or
the insurance company.

Fixed annuities are available in several forms. If you
have a lump sum to invest, you can fund your annuity
with a single check. Or you can pay into an annuity on
a monthly or yearly basis for a period of years. With a
lump sum annuity, you can arrange to receive payments immediately, or you can have them deferred
until later after you retire.

Variable Annuities
A variable annuity is a contract between you and an
insurance company, under which the insurer agrees to
make periodic payments to you when you annuitize,
beginning either immediately or at some future date.
You purchase a variable annuity contract by making
either a single purchase payment or a series of pur12
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Asset Allocation and
Investment Strategies
What is my risk
tolerance? Given
my tolerance for
risk, how do I allocate my assets?

After identifying your goals and objectives, reviewing
your assets, and creating a strategy, it's time to design
the right product mix to meet these goals-asset allocation. Finding the right mix depends on your assets,
time horizon (when you will need to access the
money), and your risk tolerance.
Asset allocation is more than picking the best-performing investment. While investments that are
volatile, fluctuating from high to low in value, have the
potential to produce larger returns over time, they may
also mean greater risk.

ty of the stock market keeps you awake, you should
probably try to build a balanced, conservative portfolio. But if you have no problem tolerating the ups and
downs of the market, and are able to focus on the
long-term, you may find more satisfaction in a more
aggressive portfolio. Determining your investment profile involves a variety of factors. Your threshold for risk
is certainly one of the most important elements, but
there are other crucial considerations, as well. For
instance, your age and length of time before retirement
should be one of the primary considerations in deciding what type of portfolio to build.
Wealth Enhancement Group has developed a method
of "resource allocation" as a precursor to the actual
asset allocation (stocks, bonds, real estate, cash) of
each of your investment accounts. This Money

You'll want to design a strategy which seeks to reduce
risk and optimize return. Diversification may help protect against risk-a balance of investments-with the
potential for reasonable growth with tolerable risk.
(Diversification cannot protect against loss in a declining market.)

Determining Your Investment Profile
What kind of investor are you-conservative, moderate
or aggressive? It is important to determine your
investment profile as you build a portfolio suited to
your needs, goals and threshold for risk.
When will you need to access your money to generate
income? The longer your money can remain invested
for growth (as opposed to income), the greater the
exposure to the stock market you can withstand.
Perhaps the most important element of a portfolio is
the sleep factor-can you sleep at night? If the volatili14
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MatrixTM relates time horizon and risk with the taxability of your investment accounts, and allows you to
divide your "resources" into up to nine cells of the
Matrix.
The perspective that this gives you allows you to then
maximize the growth or income potential of each
account. Depending on the account objective and the
taxability, product platforms and asset allocation recommendations become clearer, and allow your financial advisor to logically explain why those strategies
are recommended.
The younger you are-and the more time you have
before you need your money-the more aggressive you
can afford to be. If you take a big hit on a speculative
stock when you're young, you'll still have plenty of
opportunity to make up for lost time. But as you get
closer to retirement, you probably need to be more
conservative in your investment choices.
Your financial situation should also play into your
portfolio strategy. If you already have all the money
you'll ever need, it would be foolish to take a lot of
risks with your investments. You would be better
served to build a conservative portfolio geared to
preservation of capital rather than an aggressive portfolio aimed at growth.
That's a lesson learned by thousands of investors during the tech market melt-down of the early 2000s.
Many investors who were set for life maintained their
position in highly speculative technology and Internet
stocks. When the market crashed, they lost millions of
dollars. In many cases, their retirement nest eggs
dropped so dramatically they had to come out of
retirement and go back into the job force to earn a living again.

Your Money MatrixTM

Taxable

Tax-Deferred

Tax-Advantaged

Short Term
(0-7 years)

Mid Term
(7-15 years)

Long Term
(15+ years)

enough money for retirement, you will probably need
to take a more aggressive approach, investing in
choices such as stocks and mutual funds that may
carry more risk than government bonds and bank certificates of deposit, but also offer the potential of
greater returns.
Whether you're a conservative investor or an aggressive one, it is still important to diversify. Spread your
money around to a variety of different investments, so
that if one fails, you will still have other investments to
keep your portfolio working.

Don't let that happen to you. If you have all the savings
you'll ever need, take a conservative approach
designed primarily to preserve your capital.
On the other hand, if you have a long way to go to save
16
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Put Yourself to the Test
What's your threshold for risk? You may think you
know the answer, but in reality, you'll only know the
answer once you've endured some tough times in the
market. It's easy to say that you are a "high risk, high
reward" investor, but when that risky portfolio starts
heading south, you may find that you were completely wrong about your threshold for risk. On the other
hand, if you can handle the ups and downs of the market with little worry, you may, indeed, have a high
threshold for risk.

The following is a simple test that may give you
some insight into your investment profile and your
threshold for risk:

I expect to start withdrawing money from my investments for basic necessities in:
1.
2.
3.
4.

The next one to three years
Four to eight years
Nine to 15 years
More than 15 years

When making decisions on how to invest my money, I am:

Did you know...
Tax consequences can
be as important as the
rate of return. Do your
investment earnings
grow or do they trigger taxes that offset
any benefit to you?

1. Most concerned about the possibility of losing my money
2. Equally concerned about the possibility of losing or gaining value
3. Most concerned about gaining value
Over the next 10 years and beyond it is:
1. Unimportant whether or not my investments grow in value
2. Somewhat important that my investment grow in value
3. Very important that my investments grow in value
What would be your reaction if the stock market dropped by 30% in value over a
three-month period and a stock you own also dropped by 30% in value?
1.
2.
3.
4.

Sell all of my shares
Sell some of my shares
Keep all of my shares
Buy more shares

When considering my investment returns, I am:
1.
2.
3.
4.

18

Very concerned about short-term losses
Somewhat concerned about short-term losses
Only mildly concerned about short-term losses
Unconcerned about short-term losses

Turn the page to
score your test
and find out your
Investor Profile.
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Your Investor Profile
What do your test results reveal about you as an
investor? The chart below helps you identify your
investor profile:

If you scored
5-7 points:

If you scored
8 to 10 points:

If you scored
11 to 14 points:

If you scored more
than 15 points:

Very Conservative
Most of your portfolio should be in safe, fixed income
investments, such as CDs and government bonds. For
the sake of diversification, you may want a small portion
of your money in conservative stocks, but most should
be spread throughout a variety of investments.

Moderately Conservative
Although most of your money should be in safe investments, you are also interested in some growth, so you
should add a well-diversified selection of conservative
stocks to your portfolio.

Moderately Aggressive
You are looking for growth, and you are willing to take
more risk with your investments. Your portfolio should
include a well-diversified selection of stocks as well as
10 to 30 percent in investments, such as corporate
bonds, U.S. Treasury issues and CDs.

Aggressive Investor
Growth is everything, and you are willing to throw caution to the wind to get there. If the market should rock
your portfolio, you're willing to take some short-term
lumps in hopes that you'll still experience strong growth
over the long-term. Diversification is still important, but
the ideal portfolio for you would be heavily weighted in
stocks.

Diversification does not assure a profit or protect
against loss in a declining market. This is not intended as specific advice for any individual. Always seek
the advice of your financial advisor.
20
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Investment Choices
Bank Offerings
Bonds
Stocks
Mutual Funds
Annuities

When you're building your portfolio, one of the most
important keys to success is diversification. By investing in a wide range of investments, you can reduce
your volatility while seeking to improve your chances
for long-term growth. But what are your best investment options? This section will review some of the
leading investments-from the most conservative to the
most aggressive.

Bank Offerings
Passbook savings accounts. The interest you'll earn
from a passbook account may barely keep up with
inflation-if that-but it is considered to be a very safe
option for small accounts. Bank savings accounts are
insured up to $100,000 by the Federal Deposit
Insurance Corp. (FDIC).
Money market deposit accounts. The interest rate on
money market accounts fluctuates regularly along
with the market for short-term securities. Money market accounts do pay higher interest than most standard savings accounts, but they often require a higher
minimum deposit and balance. Money market
accounts may be a good place to park your money
while you are considering the most appropriate longterm investment.
Certificates of Deposit. Available through banks and
other financial institutions, certificates of deposit
(CDs) are offered in a wide variety of interest rates and
lengths of maturity. Terms can range from a few
months to many years. Typically, the longer the term
22

of the CD the better the interest rate it would pay. In
comparing CDs to a typical bank savings account, CDs
typically pay a higher rate, but they are not liquid like
savings or checking accounts. You can only get your
money out when the CD matures (unless you're willing
to pay a penalty-which would tend to minimize any
gain you would get from the CD). Typically, banks and
other institutions offer CDs of $1,000, $5,000,
$10,000, and up. Most CDs are FDIC insured. Neither
Wealth Enhancement Group, nor Linsco/Private
Ledger provide bank offerings. This is for informational purposes only.

Bonds
Investors interested in a steady stream of income
often choose bonds. Most bonds are considered more
conservative than stocks. The one notable exception
would be "high yield" or "junk" bonds which carry
above average risk because they are issued by companies that are relatively new or have run into some type
of financial difficulty. But most bonds are considered
dependable. One drawback to bonds is that they offer
limited growth potential.
Bonds are issued by corporations and government
entities to raise money. The federal government is the
largest issuer of bonds, but many state and municipal
governments also issue bonds, as do most major corporations.
Investors are attracted to bonds because of their relative steady stream of income. When a bond matures,
the holder is reimbursed the full amount as he or she
paid for the bond initially. All bonds, however, are subject to risks and if sold prior to maturity, may be worth
more or less than your original investment. Retired
people often use the interest from their bonds to cover
their daily expenses.
There are several different types of bonds available to
investors, including:
23

U.S. Savings
Bonds

TIPS
(Treasury Inflation-Protected
Securities)

Treasury Bonds and Notes. Two of the most popular
bonds on the market are U.S. Treasury Bonds (Tbonds) and Treasury Notes (T-notes). In fact, all U.S.
Treasury debt securities, including bonds, bills and
notes, are considered to be virtually immune from
default because they are backed by the safest entity on
earth-the U.S. government. Keep in mind that government guarantees only apply to timely payment of principal and interest, and do not eliminate market risks.
The government stopped issuing 30-year bonds in
2001, but you can still buy them on the secondary
bond market. The Treasury continues to issue notes,
which are identical to bonds in nearly every respect
except length of maturity (and yield). While bonds
were issued only with 30-year maturities, notes come
in shorter terms, including two years, three years, five
years, seven years, and 10 years.
In addition to the steady income Treasury securities
provide, they also offer one other alluring benefit-the
interest they pay is exempt from state and local taxes.
Because of the separation of federal and state powers
mandated by the U.S. Constitution, states can not tax
federal securities-and the federal government cannot
tax state and local securities. That tax exemption
makes the after-tax return from Treasury securities
much more attractive. However, interest from bonds
and notes is still subject to federal income taxes.
T-bonds and notes may not appeal to investors looking for the highest possible return, but they're hard to
beat.
Because of their virtual guarantee against default,
Treasuries are considered the benchmark in the bond
world. Treasury bonds are issued in denominations of
$1,000, $5,000, $10,000, $100,000, and $1 million.

All bonds are subject to market risk and loss if sold
prior to maturity. Bond values will decrease during
periods of rising interest rates.
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U.S. Savings Bonds. U.S. Savings Bonds are one of
the simplest and safest options available to small
investors. Savings bonds are a form of Treasury security offered by banks, and they come with the same tax
advantages and level of safety as Treasury Bonds and
Notes. However, savings bonds are available in much
smaller denominations. You can buy them through the
bank for as little as $25 (and in denominations of $50,
$75, $100, $200, $500, $1,000, $5,000, and
$10,000).
Another distinction is that savings bonds pay no
income, but are issued at half their face value and
grow to full value at maturity. For instance, when you
buy a $100 bond, you pay $50. The bond grows at a
set interest rate, and is redeemable any time after the
first six months. If the bond reaches its original maturity before you redeem it, it automatically enters one or
more extension periods, and continues to earn interest. The bonds stop earning interest when they reach
final maturity-that's 30 years for Series EE bonds, and
20 years for Series HH bonds.
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The government also recently began offering an "I
bond," which is geared to investors seeking to protect
the purchasing power of their investment and earn a
guaranteed real rate of return. Unlike traditional savings bonds, I bonds are sold at face value, and grow in
value with a varying interest rate tied to the rate of
inflation. U.S. Savings Bonds increase in value every
month, and interest is compounded semiannually.
TIPS. "TIPS" is the acronym for "Treasury InflationProtected Securities," a relatively new form of U.S.
Treasury bond that grows in both value and income at
roughly the same rate as inflation.
Like Treasury Bonds and Notes, TIPS are backed by the
full faith and credit of the U.S. government. The added
inflation protection feature makes TIPS even safer than
traditional Treasury issues, which tend to decline in
real value if you hold them to maturity.
25

Municipal Bonds

Here's how TIPS work: They are tied to the rise in the
Consumer Price Index (CPI). The principal of the bond
grows at the same rate as the CPI, and is adjusted
twice a year throughout the 10-year term of the bond.
At maturity, if inflation has increased the value of the
principal, the investor would receive the higher value.
On the other hand, if deflation has decreased the
value, the investor would still be guaranteed to receive
the original face amount of the security. Like other
Treasury securities, TIPS pay interest twice a year and
are exempt from state and local taxes.
The yield percentage of the TIPS never changes from
the time the bond is issued, but the payout increases
as the principal grows. In other words, if inflation
pushes up the value of your principal from $1,000 to
$2,000, you would receive the same interest rate, but
twice the income because your principal is twice as
high as your original investment.
By the time the bond matures (after 10 years), not
only would your semi-annual payout be sharply higher than the initial payout, but you would also receive a
much higher return of principal than your initial
investment. That gives TIPS a huge advantage over traditional types of bonds that return exactly what the
bondholder initially invested. Government guarantees
do not eliminate market risks.
Municipal Bonds. Known as "munis," municipal
bonds are issued by states, cities, counties, towns, villages, and other taxing authorities. The big draw for
municipal bonds is that the interest they pay is exempt
from federal taxes. And in most cases, bondholders
who live in the state where the bonds are issued do
not pay state or local taxes on the interest either.
That's why municipal bonds are popular with individuals who are in a high tax bracket. Munis come in two
basic types, revenue bonds and general obligation
bonds. Revenue bonds are used by state and local
government entities to raise money for projects such
as schools, roads, stadiums, and water and sewer
projects. General obligation bonds are used to finance
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municipal or state operations and capital expenditures.
Municipal bonds are offered in denominations of as little as $1,000, although a $10,000 minimum is more
common. You buy municipal bonds at face value, collect your tax-exempt interest throughout the term of
the bond, and receive your principal back in full when
the bond matures.
The drawback to municipal bonds is that they pay a
fairly low yield. But because of their tax advantages,
their yield is not a true reflection of the after-tax return.
For instance, for an investor in the 31 percent tax
bracket, a 4 percent tax-exempt bond would provide
nearly the same after-tax return as a taxable 6 percent
bond. The following table shows the comparative aftertax yield of munis versus taxable bonds at various
interest rate levels. The higher the tax bracket, the
more you would have to earn in a taxable bond to
receive the same after-tax return as a municipal bond.
One thing to keep in mind is that some municipal
bonds are subject to the alternative minimum tax
(AMT).

Equivalent After-tax Return of a Tax-exempt
versus a Taxable Bond

Tax-exempt
return

15% tax
bracket

28% tax
bracket

31% tax
bracket

4% =

4.7% taxable

5.5% taxable

5.8% taxable

5% =

5.88

6.94

7.25

6% =

7.05

8.33

8.7

7% =

8.23

9.72

10.14

8% =

9.41

11.11

11.59
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Corporate Bonds

Junk Bonds

Zero-Coupon
Bonds

Municipal bonds are not for every investor, but for
conservative investors in search of tax-free income,
they could be an excellent component of a diversified
portfolio.
Corporate Bonds. Corporations issue bonds to raise
money for expansion and other purposes. But
because corporations can not offer the lock-tight
guarantee that the government can (nor the taxexempt benefits), they must pay a higher rate of interest. Investors who want a larger stream of income
from their bond investments prefer corporate bonds.
Most bonds pay interest semiannually. Corporate
bonds typically offer higher yields than Treasuries.
Junk Bonds. Also known as high-yield bonds, junk
bonds are bonds issued by companies with a higherthan-average risk rating. Newer, smaller companies
that need to raise capital to expand their businesses
must issue bonds just like the larger corporations. But
investors are less willing to buy bonds of a company
that they've never heard of when they can buy bonds
from solid, well-established companies. Because of
the higher risk, smaller companies must pay a higher
yield to attract investors. So, while the risk of default
is higher with junk bonds, so is the yield. You may
potentially earn a higher return in exchange for the
greater risk of loss.
Zero-Coupon Bonds. Zero-coupon bonds pay no
interest, but are issued at a deep discount to face
value and gradually increase in value. When the bonds
reach maturity, bondholders receive the full face value
of the bond.

is stripped, each interest payment and the principal
payment becomes a separate zero-coupon security.
When you buy a zero coupon bond, it comes without
"coupons"-regular interest payments-but rather pays
you a set amount at maturity that is equal to the sum
of the principal and compounded interest payments
the bond would have paid.
There are several types of zero coupon bonds, but the
most popular are known as STRIPS (separate trading
of registered interest and principal of securities).
STRIPS originate from Treasury issues, such as Tbonds and T-notes.
One of the benefits of zero-coupon bonds is that
investors know exactly how much money they will
receive when the bond matures. They also know when
they will receive the money. And since there are no regular interest payments, they don't have to worry about
reinvesting the small payments that normally come
from regular bonds.
You can use zeros for your long-term investment portfolio, or you can use them to plan ahead for anticipated needs, such as college tuition for the kids, because
zeros have a specific schedule of appreciation. You
know exactly when you will receive the lump sum payment for your bond and exactly what that payment will
be. Like most other types of bonds, zero-coupon
bonds are most popular with conservative investors.
Zero Coupon Bonds are taxed annually as ordinary
income even though no income will be received.
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In short, zeros are simply bonds that have been
stripped of their regular interest payments and repackaged. Historically, most bonds had coupons attached
to them that investors would use to redeem their
semi-annual interest payment. Some investment companies began "stripping" the coupons from the bonds
and selling the bonds without the redeemable
coupons. Thus the term "zero coupon." When a bond
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Stocks covered
on this page:
Large-Cap Stocks
Mid-Cap Stocks

Stocks
In the most basic term, a stock is a unit of ownership
of a corporation. When you own stock in a company,
you own a share of the company itself. If you own
General Motors stock, for instance, then you are literally an owner of General Motors. As a matter of fact,
through the stock market you can own a stake in most
of the world's greatest companies.
As a shareholder, your fortunes ride on the success of
the company. If the company does well in selling its
products or services and is able to increase its profits
each year, the value of the company should increase
along with the value of your stock. Some companies
also pay shareholder dividends from the corporate
profits-so not only can you profit from the appreciation of your stock, you can also receive cash payments
from the company.
Stocks can also be a great tax shelter-if you're willing
to hold for the long-term. Assuming your stock appreciates in value, you pay no taxes on the growth of that
stock until you sell the stock. However, you do pay
taxes on any dividends the company pays, but even
that was recently reduced through an act of Congress.
Currently investors are required to pay a maximum of
just 15 percent in federal taxes on dividends of stocks
they have held for six months or more.
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kids to use years from now, stocks could be an ideal
investment choice.
Stocks come in many different sizes and from many
different industry groups. In all, there are well over
10,000 stocks on the U.S. market and thousands more
around the world. A well-diversified portfolio might
include a broad selection of stocks of different sizes
and industry groups-and might even include some
stocks from foreign countries.
The next section provides an overview of the leading
categories of stocks.

Types of Stocks
Large-cap. Also known as "blue chips" or "large capitalization" stocks, the large cap category includes many
of the market's most well-known names. Huge corporations such as General Electric, IBM, Microsoft, WalMart, McDonald's, General Motors, Ford, Johnson &
Johnson are all blue chips. Large cap growth stocks
would be considered the strongest category of stocks
because the companies are well-established and less
likely to face economic collapse. But it can happen.
Enron, WorldCom, and Kmart are among the many
recent examples of blue chip stocks that have plunged
into bankruptcy. Typically, large cap companies have
market capitalization of $10 billion to $200 billion.

But there is also a downside to stocks. Stock prices
can be very volatile. If a company's business goes
sour, you could see the price of your stock drop dramatically. And if the company actually goes out of
business, you could lose your entire investment. That
happened with dozens of high technology and Internet
companies in the early 2000s.

Main risks and special considerations: Large cap stock
investing presents certain risks involving both marketbased fluctuation and the possibility of unexpected
changes in the underlying company's financial situation that could result in a decline in the value of the
stock.

Because of the volatility of the stock market, successful investors must be very patient. Success in the market comes over the long-term. It's not a place to keep
money you're going to need next week, but if you're
building a retirement fund or a college fund for the

Mid-cap. A company with a market capitalization of $2
billion to 10 billion bill would be considered a mid-cap
stock. Mid-caps tend to be younger, lesser-known
companies. Some investors are attracted to mid-cap
stocks because those stocks are still in their early
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Stocks covered
on this page:
Small-Cap Stocks
Growth Stocks
Income Stocks

growth years and may have better potential for longterm growth than the blue chips. On the other hand,
some investors avoid mid-caps because they are not
yet well-established and pose a greater risk than blue
chips.

Main risks and special considerations: Mid cap stock
investing presents certain risks involving both market-based fluctuation and the possibility of unexpected changes in the underlying company's financial situation that could result in a decline in the value of the
stock.
Small-cap. Also known as emerging growth stocks,
small capitalization stocks have market capitalization
of $300 million to $2 billion. This is the riskiest category of stocks because they tend to be young,
unproven companies vying for market success. On the
other hand, small stocks also have the greatest potential for growth because they are young and expanding.
Small stocks, on average, have outperformed blue chip
stocks over the past century. However, the averages
can be misleading. Individually, small stocks tend to
be much riskier than the blue chips. But if you pick a
winner among small stocks, the returns can be
tremendous. That's what keeps small stock investors
coming back for more.

Main risks and special considerations: Small cap
stock investing presents certain risks involving both
market-based fluctuation and the possibility of unexpected changes in the underlying company's financial
situation that could result in a decline in the value of
the stock. Small-cap stocks maybe be more volatile
than mid-cap and large-cap stocks.
Growth Stocks. As their name implies, growth stocks
are stocks of growing companies. The term "growth
stock" typically refers to companies that post earnings
growth of 12 percent per year or more. While some
growth stocks pay dividends, investors who buy
growth stocks are generally more interested in the
appreciation of the stock than they are the dividend
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payments. Growth stocks come in all sizes, including
large cap, mid-cap and small cap

Main risks and special considerations: Growth stock
investing presents certain risks involving both marketbased fluctuation and the possibility of unexpected
changes in the underlying company's financial situation that could result in a decline in the value of the
stock.
Income stocks. While some investors buy stocks for
growth, others buy for income. Stocks that pay good
dividends, such as financial companies and utilities,
are referred to as income stocks. Retired individuals
often increase their portion of income stocks to provide additional income to supplement their other
retirement income. Most income stocks also provide
some capital appreciation, but not as much as a typical growth stock. As a point of comparison, in recent
years, most blue chip stocks were paying dividends of
about 1 to 2 percent and income stocks were paying
dividends of about 3 to 7 percent.

Market
Capitalization
The dollar value of a
company based on the
price of its stock. A
company with 10 million shares of stock
outstanding trading at
$10 per share would
have a market capitalization of $100 million
(10 million shares
times $10 per share).

Dividend Yield
Dividend-paying stocks offer some very important
benefits over other types of income-bearing investments. While they do carry the same risk of loss of
appreciation typical of all stocks, dividend-paying
stocks can also increase in value-and generally do over
a period of years. The other advantage of dividendpaying stocks is that the companies often raise their
dividends from year to year. In fact, it's not unusual for
a company to raise its dividend for 10 or 20 consecutive years or more. That dividend payment can serve as
a hedge against inflation. The longer you own the
stock, the higher the dividend you'll receive-as long as
the company continues to be profitable.

The dividend yield tells
you the rate of return
you're earning on your
investment. A $10
stock that pays a $1
dividend would have a
dividend yield of 10
percent. Calculate that
by dividing the annual
dividend ($1) by the
price of the stock
($10).

Main risks and special considerations: Income stock
investing presents certain risks involving both marketbased fluctuation and the possibility of unexpected
changes in the underlying company's financial situation that could result in a decline in the value of the
stock.
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Foreign stocks. If you want to broaden your portfolio
beyond the U.S. market, you may wish to add a few
foreign stocks to the mix. Nearly 1,000 foreign stocks
trade in the United States as "American Depository
Receipts" (ADRs). Many of the leading ADRs, such as
Sony, BASF and Nokia trade on the New York Stock
Exchange, so it's easy to buy and follow those foreign
stocks. By buying stocks from outside the U.S., you
spread your risks. If the U.S. market stumbles, you
may have stocks from other economies that are doing
well. The biggest problem with foreign stocks is that
they are more difficult to follow because they don't get
the media coverage that U.S. stocks get. An easier way
to invest in foreign stocks would be to buy an international stock mutual fund. You can also buy "closedend single country mutual funds," which trade like
stocks on the New York Stock Exchange. These single
country funds, such as the Mexico Fund, Taiwan Fund,
Singapore Fund, and Chile Fund, give you a stake in a
broad range of stocks from those countries.

Main risks and special considerations: Foreign investing presents certain risks not associated with investing solely in the United States. These include currency fluctuations, political risks, accounting procedure
differences and the lesser degree of public information required to be provided by non-U.S. companies.
Investors should consider the investment objectives,
risks, and charges and expenses of the investment
company carefully before investing. The prosepctus
contains this and other information about the investment company and you can obtain a prospectus from
your financial advisor. Read the prospectus carefully
before investing.
Preferred stock. Most stocks that trade on the major
stock exchanges are known as "common stocks," but
there is another similar category of stock known as
preferred stock." Like common stock, preferred stock
represents a unit of ownership of the corporation, but
there are some significant differences. Preferred stock
pays a fixed dividend, set when the stock is issued.
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Although payment of the dividend is not an obligation,
holders of preferred stock have the right to receive dividends before common shareholders. And if the company should hit hard times, preferred shareholders
would have claims satisfied before common shareholders. However, most investors favor common
stocks because they have greater potential for price
appreciation, and many dividend-paying common
stocks raise their dividends each year. Preferred stock
is similar to a bond-the price of the stock tends to stay
about the same, and the dividend rate is fixed when the
stock is issued.

Main risks and special considerations: Preferred
stocks are subject to market value fluctuation given
changes in interest rates. Adverse changes in the
credit quality of the issuer may negatively impact the
market value of the securities. There is no guarantee
made as to an active and liquid secondary market for
these issues.
Value stocks. If you're a bargain hunter, you may be
attracted to "value stocks." Value stocks can come in
many types and sizes-from nearly any industry-but the
key is that they appear to be worth more than their
trading price, based on the company's earnings, revenue, projected earnings, assets and other factors.
Some value investors look deep into a company's balance sheet to add up the assets-such as real estate,
brand names, oil reserves, patented technology, or
cash or stocks in other companies-to see if the company's true value is reflected in the stock price. Value
investors make their profit by buying a stock when its
assets are worth more than the stock price and selling
when the stock price has returned to full value. There
is no guarentee that any stock will go up in value.

Did you know...
Inflation can be the
biggest threat to longterm investments.
Your after-tax return
needs to be higher
e
than the
ur rate of inflat
tion iifc you want your
p
investments to
“grow.”
There are more than
9,000 stocks, 7,500
mutual funds, and millions of bonds to
choose from in the
U.S. alone. To choose
wisely, you’ll want to
understand the risks
and options.

Main risks and special considerations: Value stock
investing presents certain risks involving both marketbased fluctuation and the possibility of unexpected
changes in the underlying company's financial situation that could result in a decline in the value of the
stock. Investing in value stocks presents the risk that
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value stocks may fall out of favor with investors and
underperform growth stocks during given periods.
New Issues. One of the riskiest yet most exciting
areas of the stock market is the "initial public offering"
(IPO) market. An IPO is a new stock issued by a company that had been privately held. Some IPOs take off
right from the start, but that's not always the case.
New issues tend to be very speculative because they
usually have no history of performance as public corporations. Some might seem promising because of
successful products or services, and, in fact, a few
new issues do very well. Google, the Internet search
engine company, tripled in price in the months following its initial public offering in 2004. But many new
issues are slow to grow. Before you invest in an IPO,
do some research to make sure the company has solid
potential for the long term.

There are a variety of risk factors typically associated
with investing in new issues, any one of which may
have a material and adverse effect on the price of the
issuer's common stock. These include the following:
issuer's lack of operating history, no prior market for
common stock; determination of offering price;
potential volatility, dependence on key personnel, proprietary rights and licenses, business expansion,
dependence on key suppliers, dependence on limited
number of customers, competition, and rapid technological change.
Cyclical stocks. Some stocks move in cycles, and
tend to do better during specific stages of the economy. These "cyclical stocks" are primarily stocks of
heavy manufacturers such as automakers, and paper,
chemical, steel, and aluminum manufacturers.
Cyclical companies all face the high fixed costs of
operating major manufacturing facilities. In a strong
economy when demand for their products is high,
they can earn large profits by operating at full tilt. But
when demand is weak and sales are slow, cyclical
companies may face large losses because they still
must cover the costly overhead of factories, machin36

ery and employees. Cyclical stocks tend to do the best
when the economy is coming out of a recession-as
sales are picking up-and they do their worst when the
economy is slipping into recession and consumers cut
back on major purchases. While cyclical stocks may
help boost your portfolio during certain points in the
economic cycle, they can pull it down during slower
periods in the economy.

Main risks and special considerations: Cyclical stocks
are prone to suffer in economic downturns, and are
subject to market value fluctuation given changes in
interest rates. Adverse changes in the credit quality of
the issuer may negatively impact the market value of
the securities. There is no guarantee made as to an
active and liquid secondary market for these issues.
For most investors, the ideal portfolio would include a
broad cross-section of stocks of different sizes and
industry groups. A balanced portfolio can help minimize your losses during slow times, and provide solid
gains over the long term.
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Mutual Funds
A mutual fund is simply a pool of money invested for
you by an investment firm in a variety of instruments
like stocks, bonds, or government securities. Each
mutual fund is different in its make-up and philosophy.
As an investor, you should look for funds with objectives and risk levels that match yours. Combining your
assets with other investors such as yourself to achieve
this common purpose provides benefits that an individual, working alone, might not be able to achieve.

Investors should consider the investment objectives,
risks, charges, and expenses of the investment company carefully before investing. This, as well as other
important information, is contained in the prospectus.
Please read it carefully before investing or sending
money. For more information, or to request a
prospectus, contact your investment representative or
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the fund company. Mutual fund shares can fluctuate
in value and, when redeemed, may be worth more or
less than their original cost.

Diversifying Your Assets
A mix of stocks, bonds, mutual funds, and cash equivalents provides a variety of fixed-income and equity
income opportunities for growth. Depending on your
individual financial situation, you may want to divide
your assets among:

REITs
REITs have several
attractive features.
They pay among the
highest yields of all
types of investments,
the dividends often
increase from year to
year, and they are
easy to buy, sell and
follow.

Lower and Limited Risk - Cash equivalents, highrated investment grade bonds.
Moderate Risk - Growth stocks, blue chip stocks,
low-rated investment grade corporate bonds.
High Risk - High-yield bonds and speculative stocks.
It's also important, of course, to understand the tax
consequences of your choices. For example, stock dividends are taxable in the year you collect them, while
the earnings on some types of bonds are never taxed.
Investments you own for 12 months or longer are capital assets. When you sell capital assets at a profit generally your earnings become capital gains, subject to
capital gains taxes. Smart investors never invest without considering the tax implications, and never invest
for tax reasons alone.
Whatever investments you choose, no matter the level
of risk, you'll want to monitor them carefully and make
adjustments as necessary. What makes investing
rewarding and profitable is the capacity for growth and
change, but it also makes your knowledge and attention imperative.

Real Estate
Real estate is another way to diversify your investment
portfolio. Real estate investments can provide a hedge
against inflation and can offer significant tax advantages.

REITS (Real Estate Investment Trusts). If you want a
stake in the commercial real estate market, there is no
easier way to invest than to buy shares of a traded real
estate investment trust (REIT). REITs are like stocks
for the commercial real estate industry. They are trusts
that buy commercial properties, such as apartments,
office buildings, and shopping centers that produce
income. When you buy shares of a REIT, you become
a part owner in all of the property holdings of the REIT.
First approved by Congress in 1960, REITs were slow
to catch on initially, but they have become increasingly popular in recent years. There are now more than
200 REITs available on the major stock exchanges. You
can buy them through any broker and follow them in
the daily stock listings of many newspapers (or the
Internet).
REITs have several attractive features. They pay among
the highest yields of all types of investments, the dividends often increase from year to year, and they are
easy to buy, sell and follow. Investing in REITS does
entail special risks and they are not suitable for all
investors.
There are several different types of REITs available on
the market:
Equity REITs own and operate income producing real
estate, such as apartments, warehouses, office buildings, hotels, and shopping centers.
Specialized REITs focus on a particular type of property, such as shopping centers or health care facilities.
Geographically-focused REITs specialize in a single
region or metropolitan area, while others try to acquire
properties throughout the country.
Mortgage REITs lend money to real estate owners and
operators, and raise income from the interest payments on the mortgages.
Hybrid REITs own properties and provide loans to real
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estate owners.

REITs are geared to both large and small investors
interested in current income and a stake in the real
estate market as part of a diversified portfolio. They
probably would not be attractive to investors looking
for capital appreciation. They distribute 90 to 100 percent of pre-tax earnings each year to shareholders in
the form of dividends, but the value of the shares
tends to change very little from year to year.
The major benefit of REITs is their excellent dividend
yields. In recent years many REITs were paying significantly higher dividends than other investment
options. And the dividends for many REITs increase
nearly every year, providing yet another advantage.
For investors interested in income and a stake in the
commercial real estate market, REITs could be the
answer.

REITs expose an investor to special risks associated
with investing in real estate. There is the potential for
investment illiquidity, the units/shares fluctuate in
value, and redemption amount may be more or less
than the original amount invested. Individuals must
meet specific suitability standards before investing.
Any Dividends are based on rental income and are not
guaranteed.
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Risk Management
Am I protected
from liabilities?
Are my assets
protected for my
family and beneficiaries?

Evaluating your insurance needs is a key part of
financial planning. You will want to protect your
assets from losses incurred by accidents, emergencies, illness, and other unpredictable challenges and
contingencies. And you want to be sure you’ll have
funds available to be well cared for yourself, should
you experience a disability or poor health. Finally, you
want to be certain that your assets are protected for
your family and beneficiaries in the case of your
death. Choosing and purchasing the insurance products you’ll need to cover these “what if?” contingencies is what we call risk management.

Life Insurance
Life insurance can provide income to support your
family, and if you own a business, your business in
the case of your death. Life insurance also offers a
variety of tax advantages. The amount and type of
coverage you need depends on numerous factors:
• medical expenses not covered by health insurance
• funeral expenses
• probate costs, estate taxes, and legal fees
• your income
• social security, pensions, retirement accounts
• investments
• other insurance coverage
• your family’s future expenses.
Life insurance is a long-term financial commitment. It
is important to choose insurance with your overall
financial goals and objectives in mind.
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Supplemental Health Insurance and
Medicare
Chances are, you currently have some form of health
insurance linked to your employment situation. But, it
is important to consider additional coverage you may
need when you retire, as employment-based coverage
may provide lower benefits or ends altogether when
your employment ends.
Medicare, the government subsidized health insurance
benefit for people over 65, may cover part of your
costs for short term medical problems. But, Medicare
does not cover a range of significant healthcare
expenses, including:
•
•
•
•
•

hospitalization
nursing care beyond a set number of days
some physicians’ bills
prescription drugs
routine medical care, among others.

As you probably know, the Medicare system is undergoing major changes. It is difficult to predict what will
be covered at the time of your retirement.
One form of supplemental health insurance is
Medigap, also subsidized by the government. Like
Medicare, the Medigap program is undergoing major
changes, so you must have expert advice as you make
choices about supplemental health insurance.

Did you know...
Many employers offer
a group term life
insurance policy.
Typically, these policies require the least
cash outflow, but
you’ll want to be sure
your employer’s policy
is a good match for
your needs and situation.
The average cost of
one year’s stay in a
nursing home can be
more than $65,000,
depending on the type
of facility*. Long term
care insurance can
help you fund some or
all of these costs.

Health Savings Accounts
Heath Savings Accounts (HSA) were created by
Congress in 2003 to help consumers finance their
health care costs. The HSA is like an IRA for your medical expenses. Individuals can deduct money contributed to their HSA from their gross income, which
means their payments for medical expenses come
from tax-free dollars. The HSA plan has two primary
components, a qualified high deductible insurance
plan and an Individual Tax-exempt Trust.

*Figure from The
SmartMoney.com LTC
Insurance Evaluators by
Bill Bischoff, 2006.
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Some considerations for long term
care policies:
Is there a waiting period
before payment begins?
Are certain diseases
excluded from coverage?
Is the policy protected
against inflation?
Is there a waiver of the
premium while you’re
using the benefits?
Does the policy cover preexisting conditions?
Can the policy be
renewed?

Money contributed to the trust account can be used to
cover routine medical expenses during that year or it
can be saved for future expenses. Because they are
allowed to keep the money in their account, consumers are more likely to try to keep their medical
expenses in check by comparing costs, double-checking their bills, and thinking twice before setting up frequent appointments. Medical expenses covered by the
HSA plan are broader than most insurance carriers,
and may include medical, vision and dental expenses.

Long Term Care Insurance
Long term care insurance is a key component of any
retirement plan. If you become chronically ill or disabled and are unable to perform the activities of daily
living, you may need assistance. Spending time in a
nursing home, an assisted living facility, or receiving
home health care can be very expensive and these
expenses are not typically covered by health insurance. Long term care insurance is designed to cover
some or all of these expenses. Age is a primary factor
in determining the cost of long term care insurance —
the younger you are when you purchase the policy, the
lower your premiums. This is why many people
choose to purchase long term care insurance in their
50’s and 60’s.

Disability Insurance
You will want to protect your current income and
future earnings, should you become temporarily or
permanently disabled. As many as 1 in 8 people under
the age of 65 may experience a disability that makes
them unable to work for three months or more. So,
while it can be expensive, disability insurance may be
a vital part of your financial planning.

covers a period of six months or less, after sick leave
is exhausted. Long term disability insurance typically
covers periods from six months to much longer durations. Your salary is set at the time you purchase the
policy, so you may need to increase the plan value as
your salary increases.

Property and Casualty Insurance
If you have substantial assets or own a business, you
may want to consider insurance to protect against a
variety of “what if” contingencies:
• personal injury
• claims against your business
• damage to business property, inventory, or equipment
• accidental damage to someone else’s property
• a suspension of business activities
• injury to someone on the premises of your personal or business property
• fraudulence at your business
• weather-related disasters and related losses and
liabilities.

Umbrella Insurance

Did you know...
If you serve on charitable, civic, or religious boards, you can
be personally liable
should the organization be sued. Umbrella
insurance can protect
you when an organization for which you volunteer faces a lawsuit.

Umbrella policies provide extra protection above your
basic homeowners, auto, and property and casualty
insurance. If you have significant assets, an umbrella
policy may be important for you. This type of insurance tends to be inexpensive for the level of protection
you receive and can be invaluable if you are sued and
have substantial legal fees or may risk losing your
earnings or possessions.

Disability insurance is designed specifically to
replace lost wages and may provide help with medical
expenses. Short term disability insurance typically
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Your Estate

Estate Planning
Is my estate
protected? Will
my assets transfer as I intend to
my family and
beneficiaries?

No matter your net worth, it’s important to have an
estate plan in place. Your estate contains all of the
assets you have accumulated at the time of your death.
A responsible plan ensures that these assets are transferred to your family and other designated beneficiaries as you intend.
A will is the legal document that transfers what you
own to your beneficiaries. It names the executor who
will carry out the terms of the will and a guardian for
any minor children. Every estate must pass through
probate, the legal process for administering and
implementing the directions in a will. Your financial
plan should include strategies to tighten your assets,
in other words to minimize both the tax liabilities and
any potential difficulties as your estate passes through
probate.

Assets:
• bank accounts, life insurance, investment assets,
retirement accounts
• half of everything you own jointly with your spouse
• half of anything you own jointly with anyone else
• real estate, property in trusts and custodial
accounts
• any money you’re owed
Liabilities:
• taxes you owe
• outstanding debts
• costs of settling the estate

A responsible plan ensures that these assets are
transferred to your family and other designated
beneficiaries as you intend.

Did you know...
You and your spouse
may each make annual tax-free gifts of up
to $11,000 in cash or
property to anyone
you wish. So, your
estate is reduced and
the recipient of the gift
benefits from your
generosity potentially
tax free.

Estate planning involves the following key steps:
Review and adjust your beneficiary designations Check your will and the paperwork associated with
all of your investments.
Assess tax liabilities - Create a strategy to minimize
the taxes your estate will owe.
Retitle assets - Choose the most flexible ownership
and beneficiary designations.
Estate planning—and every aspect of financial planning—is as individual as you are and should reflect
your goals and objectives and your unique financial
situation.
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Wealth Enhancement Group
Are you skilled
enough at financial planning
that someone
else would hire
you to do it?
If the answer is
no, why not consider expert help
for your own
financial plans?

Creating a smart, responsible retirement PLAN requires far-reaching
expertise.

In today's complex and challenging
financial environment, experience
and knowledge must be matched by
ethics and integrity.
At Wealth Enhancement Group, we conduct ourselves
with honesty and fairness. We are committed to the
highest levels of professionalism, responsibility, and
accountability.

As you have seen from this brief guide about retirement planning—financial planning, tax strategy, asset
allocation and investment strategy, risk management,
and estate planning—financial planning is not simply
a numbers game. It's a complicated process. Sound
financial planning relies on money management skills,
legal know-how, and accounting knowledge.

To create the most effective plan for
a comfortable retirement, you need a
whole team of experts.
That's precisely what you'll find at the Wealth
Enhancement Group. Our integrated team approach
offers the combined experience and knowledge of
financial planners, tax experts, certified public
accounts (CPAs), insurance professionals, investment
specialists, estate planning experts, and attorneys.

The Wealth Enhancement Group team
has extensive experience in the
financial services industry.
Working together, we design a complete package for
you based on your unique financial situation and your
specific goals and objectives.
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Professional Registrations
All Wealth Enhancement Group advisors are
Registered Representatives and hold their securities
registrations and insurance licenses with
Linsco/Private Ledger. Our team is also comprised of
professionals with these important credentials and
affiliations:
•
•
•
•
•
•
•
•

Certified Financial Planners (CFPs)
Certified Public Accountants (CPAs)
Certified Estate Advisors (CEAs)
Registered Financial Consultant (RFC)
Chartered Life Underwriter (CLU)
Fellow Life Management Institute (FLMI)
Masters in Economics (MBA)
Juris Doctor (JD)

Wealth Enhancement Advisory Services is registered
with the Securities and Exchange Commission (SEC)
as a Registered Investment Advisory Firm. Securities
offered through Linsco/Private Ledger, Member NASD,
SIPC.

Wealth Enhancement Group Clients
We have 5,000 clients from a broad segment of the
community, and $1.7 billion in assets.

Wealth Enhancement Group Fees
Your initial consultation is free and without obligation.
After the initial consultation, our advisors are compensated through fees and/or commissions, based on the
actions taken by our clients and on the recommendations made by our professional team. For clients who
need a comprehensive financial plan, there is typically
a fixed fee based on time estimates.

Did you know...
Wealth Enhancement
Group is an independent firm able to evaluate and help clients
select the strategies
and products suited
to their financial needs
and unique financial
situation.

Information & Education

Financial Planning
Investment Management

Wealth Enhancement Group professionals are committed to on-going education for themselves and for
our clients. We offer free seminars and workshops, a
regular print and electronic newsletter, and our popular weekly radio show "Your Money," on Sunday mornings from 8:30-9:30 on WCCO AM 830 in the Twin
Cities, WJON 1240 AM in St. Cloud, MN, KLKS 104.3
FM in Brainerd, MN, KTOE 1420 AM in Mankato, MN
and KROC 1340 AM in Rochester, MN.

Insurance
Tax Strategies
Estate Planning
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Mortgage Services
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Notes:

“YOUR MONEY”
Sunday mornings
8:30-9:30 AM

TWIN CITIES
WCCO 830 AM
(Listen online at
wccoradio.com)

A Plan for Comfort…
A Comfortable Planning Process
Wealth Enhancement Group invites you to join us for
a one-to-one interview to discuss the retirement planning process. There is no obligation or cost. You'll
have the opportunity to experience our integrated
team approach first-hand and gain a sense of comfort
not only about what lies ahead, but about the financial
planning process.

MANKATO
KTOE 1420 AM

BRAINERD LAKES AREA
KLKS 104.3 FM

ST. CLOUD
WJON 1240 AM

ROCHESTER
KROC 1340 FM
(Sunday Evenings
6:00-7:00 PM)
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800.492.1222
www.wealthenhancement.com
Securities through Linsco/Private Ledger, Member NASD & SIPC.
Investment advice offered through Wealth Enhancement
Advisory Services, LLC, a registered investment advisor.

