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1.   How much will I need to retire?
A lot goes into answering this question, and 
everyone’s situation is different, but our general 
rule of thumb is to have saved at least 8 times 
your ending salary by the time you retire. 
Another way to think about it is the 85-by-65 
approach—being able to replace 85% of your 
annual income by the age of 65. This can help 
increase the odds that you won’t outlive your 
savings during 25+ years in retirement.

2.  Am I maxing out my retirement 
savings at work?
We suggest saving at least 10%–15% of 
your salary each year, including any match 
your employer offers. One way to gradually 
reach this level is to increase your savings 
percentage by 1% per year.

3.  Do I have the right mix of stocks, 
bonds, and cash?
When saving for retirement, it’s important to 
have the right blend of long-term growth and 
preservation investments. At Fidelity, we can 
help you take a look at your investments, and 
help you decide if they’re a good fi t for your 
age, goals, and comfort with risk. 

4.  Should I be contributing to an IRA?
An IRA allows you to save for retirement 
with benefi t of potential tax advantages. An 
employer-sponsored savings plan, such 
as a 401(k), might not be enough to accumulate 
the savings you’ll need, and an IRA could be a 
great way to supplement those savings.

5.  How do I imagine my life in retirement?
Try to envision the lifestyle you expect and all 
the costs that will go along with it. Do you plan 
to continue working in some capacity? Where 
would you like to live? What type of lifestyle do 
you plan on having?
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Let’s do more with your 
retirement savings. 
Contact us for a FREE one-on-one review 
of your investments. 

Keep in mind that investing involves risk. The value of your investment will fl uctuate over time and 
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Fidelity Brokerage Services LLC, Member NYSE, SIPC. © 2014 FMR LLC. All rights reserved. 676144.2.0
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Some design flaws are so 
obvious, you have to wonder 
how they were ever able to 

pass inspection. Investments are no exception. 
After all, who wants to invest in a watered
down version of what they expected?
 Twenty years ago, State Street Global Advisors 

SPDR® S&P 500.® It offers a more precise way 
to buy and sell an entire index, but is traded 
like a stock.
 Today, there are more than 120 other SPDR 
ETFs that cover a range of asset classes. 
So you can be sure you’ll get just what your 
portfolio needs.
 If you would like to wash your hands of 
imprecise investments, scan the QR code 
or visit spdrs.com.

Before investing, carefully consider the funds’ investment objectives, 
risks, charges and expenses. To obtain a prospectus or summary 
prospectus, which contains this and other information, call 
1.866.787.2257 or visit www.spdrs.com. Read it carefully.

The SPDR® S&P 500® ETF Trust is an exchange traded fund designed to generally correspond to the price and yield performance of the S&P 500 Index.TM

“SPDR,” S&P and S&P 500 are registered trademarks of Standard & Poor’s Financial Services, LLC (“S&P”) and have been licensed for use by State Street Corporation. 

ALPS Distributors, Inc., a registered broker-dealer, is distributor for SPDR S&P 500 ETF Trust, a unit investment trust. 
IBG-9400

WAS YOUR LAST INVESTMENT DESIGNED WITH 
THE SAME METICULOUS ATTENTION TO DETAIL?
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Investing for Income

Kiplinger’s Investing for Income shows you 
how to generate 4%, 5%, even as much as 
6% cash yield, year in and year out —under 
any market conditions. Subscribe now!

kiplinger.com/go/cash
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FINANCIAL ADVICE

Join us online for Kiplinger’s 
Jump-Start Your Retirement Plan Day

Thursday, September 25, 9 A.M. to 5 P.M. ET

Kiplinger is teaming up with the 
National Association of Personal 
Financial Advisors (NAPFA), whose 
planners will answer your questions 
on retirement planning and other 
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& join the live chat at 
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We’ve heard it from everyone. From doctors, from our employees, from you: 
It’s time to make healthcare less about process and more about people. So let’s do it.
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Smile! You Can Retire

 H
ere’s a tantalizing prospect: 
Suppose you really do have 
enough money to retire. That’s 
not the message we usually get 

from downbeat commentators, but it’s 
the refreshing perspective senior edi-
tor Jane Bennett Clark offers in her 
cover story on page 44. Jane points 
out, for example, that retirement plan-
ners generally recommend that you 
have enough savings at the end of your 
working life to replace 70% to 85% of 
preretirement income—and sometimes 
even more. But your biggest spend ing 
years are when you’re raising kids. 
Depending on your lifestyle preferences 
in retirement, “you might get along 
just fine with 60% of your preretire-
ment income,” Jane writes. 

And just as you could be overesti-
mating your expenses, you could be 
underestimating your income. In 
a recent report, Sylvester Schieber, 
a former chairman of the Social Sec-
urity Advisory Board, and Andrew 
Biggs, a former principal deputy 
commissioner of the Social Security 
Administration, point out that in ac-
counting for household income from 
retirement plans, government figures 
based on the U.S. Census Bureau’s Cur-
rent Population Survey include only 
payments made on a regular, periodic 
basis. As a result, monthly payments 
from a defined-benefit pension or an 
annuity are counted as income, but 
as-needed withdrawals from 401(k) 
plans and IRAs are not. Schieber and 
Biggs estimate that the figures ignore 
at least 60% of retirees’ income. 

Furthermore, they say that govern-

ment statistics tend to underestimate 
the share of income that Social Secu-
rity replaces. Using their methodology, 
the typical retiree would receive a 
Social Security benefit equal to about 
55% of his average lifetime income, 
rather than the 40% generally reported 
by Social Security; a low-income 
retiree would receive about 70%. 

In real life, a new T. Rowe Price 
survey of recent retirees and near-
retirees age 50 and older who have 
401(k) plans or rollover IRAs is also 
upbeat—89% of retirees say they are 
somewhat or very satisfied with re-
tirement so far. They report that they 
are living on 66% of their preretire-
ment income, on average, and 57% 
say they live as well as or better than 
when they were working. 

A head start. Of course, how well you 
fare in retirement depends on how well 
you prepare while you’re still working. 
Research by the Employee Benefit 
Research Institute shows that one of 
the most important factors in deter-
mining whether you’ll have enough 
income is participation in an employer-
based defined-contribution plan. In 
its 2014 Retirement Confidence Survey, 
EBRI found that workers with money 
in an employer-based plan or an IRA 
are twice as likely to be very confident 
about their retirement prospects as 
those without a plan. Annuitizing a 
portion of retirement savings, having 
long-term-care insurance and seeking 
professional advice also increase the 
likelihood of a secure retirement. 
Workers who estimate how much 

they’ll need tend to boost both their 
confidence and their savings. 

Jane’s cover story gives you a big 
head start on your planning. But we 
don’t stop there. Kiplinger’s is teaming 
up with the National Association of 
Personal Financial Advisors to offer 
free retirement advice on September 
25 between 9 a.m. and 5 p.m. Go to 
http://live.kiplinger.com to chat with a 
financial adviser. And once again this 
year, we are the official media sponsor 
of Financial Planning Days throughout 
the month of October. You can get a free 
in-person consultation with a certified 
financial planner at events in cities 
across the country (visit Financial
PlanningDays.org). Please drop by. ■

 Janet Bodnar
 FROM THE EDITOR

janet bodnar, editor
follow janet’s updates at www.twitter
.com/janetbodnar.

“You could be 
overestimating your 
retirement expenses 
and underestimating 
your income.”
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Supplement your investment plan. 
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Barclays Online Savings Account.1

• 0.90% Annual Percentage Rate (APY)2
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 GRAVITY

®

The Ultimate Shock 
Absorbing Footwear
As featured in hundreds of 

magazines, on radio and TV 
nationwide, Gravity Defyer® 

shoes are changing lives every 
day.  They have become a comfort 
phenomenon, and are being 
used and recommended by 

professionals in hospitals, the food 
service industry, board rooms across the 
country and more.

A Decade of Science in Every Pair The 
patented VersoShock® system was developed 
by Impact Research Technology and is found 
exclusively in Gravity Defyer® footwear. It absorbs 
harmful impact relieving discomfort from every step 
before returning energy that propels you forward. 
Stay more active on your feet and experience 
unparalleled comfort and performance.

Feel Weightless
Standing, walking, and running 
are easier as the VersoShock® 
system’s energy return makes you 
feel lighter, like you’re walking on 
clouds.

      

Absorbs Shock 
on Impact

Energy Return 
Propels You

SHOES THAT WILL CHANGE YOUR LIFE... GUARANTEED!

Reactor Gel 
Stabilizes foot bed 

VS2W VersoShock® 
Trampoline Sole
Smart Memory springs 
combined with elastic 
polymers AVS3 Ventilation System 

Cools the foot and circulates air

Accommodates 
Orthotic Inserts

G-Defy®

G-DEFY® EXTORA II

AVAILABLE

Men Men

Women Women
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WHITE TB9006FWS WHITE TB9007FWS

Extora Extora II

dream and go to China…
without my Gravity Defyer® 

 – Eleanor W

“After ordering and wearing your Gravity 
Defyer®

 – Ron B

® 
 – Diana B

Calf Skin Leather Upper 
Breathable & durable.

$149.95 $149.95

Once you put on your first pair, you 
won’t ever want to take them off! 

We guarantee that they will change 
your life, or simply return them and 

pay nothing.

TRY A PAIR FREE
FOR 30 DAYS!

PLUS

FREE SHIPPING
COUPON CODE: MJ3KFT8

OR

3 PAYMENTS OF 
$49.99

Call 1 (800) 429-0039 

GravityDefyer.com/MJ3KFT8

*Offer valid for new customers only. Billing options selected during checkout. Free shipping within the continental US; excluding AK, HI and Puerto 
Rico. Credit card authorization required. See website for details.
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 › LETTERS TO 
THE EDITOR
Letters to the editor may be 
edited for clarity and space, 
and initials will be used on 
request only if you include 
your name. Mail to Letters 
Editor, Kiplinger’s Personal 
Finance, 1100 13 St., N.W., 
Washington, DC 20005, fax 
to 202-778-8976 or e-mail 
to feedback@kiplinger.com. 
Please include your name, 
address and daytime tele-
phone number.

» LETTERS

I thoroughly enjoyed Jane 
Bennett Clark’s column 
about how much you really 
need to retire (“Rethinking 
Retirement,” Aug.). I am 
tired of experts who state 
that you’ll need 80% of your 
preretirement income in 
retirement and suggest you 
save some unrealistic 
amount, such as $1 million. 
Clark points out that a per-
son’s expenses are likely to 
vary significantly over 30 
years. Most important, she 
encourages all of us to 
calculate our expected ex-
penses prior to retirement 
to arrive at the percentage 
that fits our situation.

Pam Adams
Houston

Siegel calls it. I always enjoy 
Jeremy Siegel’s column, but 
the one in the August issue 
really hit the mark (“Going 
Long”). I couldn’t believe 
how almost every financial 
TV show over the past few 
years has featured Bill 
Gross, with or without for-
mer Pimco CEO Mohamed 
El-Erian. I had a tidy sum in 
Pimco funds, most of which 
went south. Yet even when 
Pimco was tanking, CNBC, 
Bloomberg, et al, continued 
to interview these guys and 
nod in agreement at their 
pronouncements. 

Joseph W. Berlinger
Lake Worth, Fla.

Thumbs down on timeshares. 
I learned the hard way the 
downsides of a timeshare 
(“Lowdown,” Aug.). First, 
you are at the mercy of the 
company for increases to the 
annual maintenance fee and 
special assessments. If you 
have floating ownership, 
you may be unable to book 
a vacation, even at your 
“home” resort because it is 
allegedly full. If you become 
disabled and are unable to 
use your timeshare, you are 
still liable for annual fees. 
We finally used Timeshare
free.com to take ours off our 
hands for a lump sum equal 
to three to four years of an-
nual fees. The best advice I 
have: Never buy a timeshare, 
even if someone offers it to 
you free.

Michael Trier
Unionville, Mo.

●●CLARIFICATION 
Retirees must be 62 years or 
older to start taking advan-
tage of Georgia’s retirement-
income exclusions (“Retire to 
a College Town,” Aug.).

Retirement Reality Check
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ANNE SMITH’S TOPIC A ON 
the price of staying home with 
children drew a slew of com-
ments (“Ahead,” Aug.).

“My wife has an MBA and 
worked as an accountant until 
she had our son. Her Roth IRA 
might not have a company 
match, but we’re both healthy 
and working toward a secure 
retirement, with the mortgage 
paid off and a fat 401(k) in 
addition to a directed pension. 
At 62, I’ll apply for Social Secu-
rity, and she’ll get a check, too. 
The ‘price’ for my wife to stay 
home was priceless.”

“Many married working par-
ents say they work because 
they have to, not because they 
want to. The real decision 
maker may be child-care 
costs. If you’re paying $1,000 
a month, that takes a big bite 
from your paycheck.” 

“I stayed home for 18 years 
raising the children. I was 
earning more than my hus-
band [before the children 
were born], but the time spent 
as a family was worth it.”

ONLINE 
CHATTER

EDITOR’S NOTE: For more on how 
much you really need to save, see 
page 44.

It’s important to take 
ethical, social or religious 
convictions into account 
when investing.

READER 
POLLQ

Strongly agree

Agree somewhat

Neither agree nor disagree

Disagree somewhat

Strongly disagree

To learn more about religion-
based investing, turn to page 32.

17%

41%

27%

13%

3%



Make your investing more 

TAX EFFICIENT.
Create a plan to help defer, 
manage, and reduce taxes.

Mobile

Keep in mind that investing involves risk. The value of your investment will fl uctuate over time and you may gain or lose money.
Fidelity does not provide legal or tax advice. The information herein is general in nature and should not be considered legal or tax advice. 
Consult an attorney or tax professional regarding your specifi c situation.
*Fidelity Investments received the highest numerical score among full-service brokerage fi rms in the proprietary J.D. Power 2014 Full Service 
Investor Satisfaction StudySM. Study based on responses from 4,479 investors measuring 15 investment fi rms and measures opinions of 
investors who used full-service investment institutions. Proprietary study results are based on experiences and perceptions of consumers 
surveyed in January–February 2014. Your experiences may vary. The experiences of these customers may not be representative of the 
experiences of all customers. Visit jdpower.com.  

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfi eld, RI 02917
© 2014 FMR LLC. All rights reserved.  684903.2.0

J.D. Power Ranked Fidelity 
“Highest in Investor Satisfaction with 

Full Service Brokerage Firms”*

We can help you take control of how much you pay in income taxes each year by 
choosing which accounts to invest in, managing how you generate income, and taking 
advantage of potential tax deductions. 

Call for guidance from a Fidelity representative.

866.454.6748
Fidelity.com/taxeffi cient



ORDER TODAY!  Sale Ends Sunday, November 2, 2014! 

1-800-832-2412

NOW ENJOY BRILLIANT 
COLLEGE COURSES IN YOUR HOME OR CAR!

In Origins of Great Ancient
Civilizations, award-winning
Professor Kenneth W.
Harl gives you a fast-paced
and fascinating introduction
to the earliest and most
influential civilizations of
the Near East—including the
Sumerians, the Persians,
the Mesopotamians, the
Egyptians, and more.

Course No. 3174
12 Lectures

(30 Minutes/Lecture)

SPECIAL INTRODUCTORY OFFER!

Priority Code: 99339

 $199.95  $9.95   on DVD
$134.95  $9.95   on CD

Order any one of these 
BEST-SELLING COURSES for only:

+$5 Shipping and Handling All orders subject to approval.
Limit of one order per household.
Cannot be combined with any other special off ers or promotions.
Off er valid for new customers only.

www.THEGREATCOURSES.com/5KP

Over 
14,000,000

courses sold
since 1990!

LIM
ITED TIME OFFER

O
RDER BY NOVEMBER 2

$190
SAVE

up to

In Optimizing Brain Fitness, 
award-winning Professor of 
Neurology Richard Restak 
teaches you how to improve 
your memory, sharpen your 
attention, enhance your learning 
and creativity, and even fine-
tune your sensory acuity —all 
by using one of the most revo-
lutionary discoveries in modern 
neuroscience.

Course No. 1651
 12 Lectures

(30 Minutes/Lecture)

In The Secrets of Mental 
Math, award-winning 
Professor Arthur T. Benjamin 
teaches you the basic strategies 
of mental mathematics. This 
powerful ability to perform 
mental calculations will give you 
an edge in business, at school, at 
work, or anywhere else that you 
encounter math.

Course No. 1406
 12 Lectures

(30 Minutes/Lecture)

In Experiencing Hubble: 
Understanding the Greatest 
Images of the Universe, 
Professor and Director of the 
Dearborn Observatory David 
M. Meyer unlocks the secrets 
of the universe. In this 12-
lecture series, he discusses 
the most spectacular images 
ever produced by the Hubble 
Space telescope.

Course No. 1884
12 Lectures

(30 Minutes/Lecture)
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FIVE-PLUS YEARS INTO THE

current economic recovery, 
the labor market is healing 
at last. So why do Ameri-
cans still feel so blah when 
it comes to their financial 
well-being?

A look at the numbers 
suggests we should be pep-
pier. The unemployment 
rate, now at 6.2%, is near 
a five-year low. For six 
straight months, more than 

200,000 workers were 
added to payrolls, the lon-
gest such stretch since 1997. 
And job growth has been 
widespread across indus-
tries, from financial services 
to health care to construc-
tion. The quality of jobs is 
improving, too. Scott Ander-
son, chief economist with 
Bank of the West, says that 
although monthly numbers 
fluctuate, over the past 12 

months more full-time than 
part-time jobs were created 
overall. 

But the job market still 
has a long way to go before 
it hits full stride. “We’re 
making progress, and we’ve 
been doing it faster over the 
past six months than we 
have since the expansion 
began,” says Anderson. “But 
I’m not going to say, ‘Mission 
accomplished.’ ” 

Indeed, by some measures, 
we’re still struggling. Job 
openings are up, for in-
stance, but that isn’t trans-
lating into an equal number 
of new hires. “There’s a mis-
match,” says Anderson. Em-
ployers are having difficulty 
finding employees with the 

right skill sets.” The average 
time it takes to get a job has 
dropped to 32.4 weeks from 
a high of 43 during the 
worst of the recession. But 
the historic average is 17 
weeks. And the number of 
long-term unemployed—
people who have been out 
of work for more than 27 
weeks—stood at 3.2 million 
at last count, an improve-
ment from 6.8 million at its 
worst but more than double 
the number before the re-
cession. “If people drop out 
of the labor force and don’t 
come back in, it will affect 
long-term economic growth 
rates,” says Anderson. 

Of course, the bottom line 
for most Americans is their 

LABOR MARKET: 
MIXED SIGNALS
Job openings are growing, but wages 
need to play catch-up. BY NELLIE S. HUANG

TOPIC A

 AHEAD»
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that I paid off before I went 
to grad school. My mother 
helped me out a lot with 
that, and after college I 
lived at home for a long 
time. I ended up borrowing 
$30,000 for graduate 
school. After I finished, 
I went into consulting. I 
was pretty well compen-
sated and didn’t have an 
expensive lifestyle. My per-
sonal expenses were fairly 
minimal, and I prioritized 
paying off the debt as 
quickly as possible, but not 
at the expense of contribut-
ing to my retirement ac-
counts. Those were my two 
priorities. I finished paying 
off my loans last May.

How do you deal with requests 
from family, friends, charities 
or entrepreneurs for a gift or 
a loan? I’ve gotten a few 

“Please join my pyramid 
scheme” requests. But not 
that many people I know 
have asked me for money. 
I think I’m a little too 
risk-averse to get involved 

in anything too risky.

Have you considered getting 
financial advice from a profes-
sional? I received my check 
with only California state 
taxes withheld, so I think 
I’m probably going to hire 
a tax professional. As far as 
investing, I’ll wait and see. 
I don’t want or need to 
make any hasty decisions. 

WHAT’S NEXT?  Things are 
settling down, so I can 
focus a little more on a job 
search. I’ve been in supply-
chain management pretty 
much my whole professional 
life. I’ve done a lot of things 
in that area, and I may go 
back to that. SANDRA BLOCK D
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WHAT I’LL DO WITH 
MY WINDFALL  
A recent Jeopardy champ plans to 
play it safe with her winnings.

paycheck—and that hasn’t 
been going up. Wage growth, 
by most measures, has aver-
aged about 2% annually since 
mid 2009, roughly the rate 
of inflation. “That means 
there’s no real wage growth,” 
says Mark Zandi, chief 
economist with Moody’s 
Analytics, which is why 
most people say the econ-
omy is still in bad shape. 
“If their pay increase is 
equal to inflation, they’re 
dead in the water,” he says. 
“And that’s a blah economy.” 

If wages were to rise 
meaningfully (say, by 3% 
to 4%), then people would 
make more discretionary 
purchases, driving up de-
mand for goods and services. 
In response, businesses 
would have to hire more 
people to help them supply 
those goods and services, 
which would, in turn, drive 
wages up. “It’s the chicken-
and-egg problem,” says 
Heidi Shierholz, an econo-
mist with the Economic 
Policy Institute. “Wage 
growth would help the 
economy, but we’re still 
in a weak labor market. 
Employers don’t have to 
offer higher wages to attract 
workers because workers 
are desperate for a job.” 

Salaries are on their way 
up, albeit slowly. Kiplinger’s 
projects that wage growth 
will hit 4% by 2017, a level 
that is likely strong enough 
for people to feel good about 
the economy. For now, ex-
pect the focus to remain on 
jobs. Says Shierholz: “The 
labor market is where the 
rubber meets the road. 
What job opportunities do 
I have? How good are the 
jobs? That’s what the econ-
omy means to most people.” 

Julia Collins of Wilmette, Ill., 
won $428,100 in 20 consecu-
tive games on Jeopardy. The 
31-year-old is the highest-
earning woman in the game 
show’s 50-year history, with 
the second-longest winning 
streak. Her streak ended 
in June.

What have you done with your 
winnings? I wasn’t working 
when I went on the show, 
so I went to Paris for a 
month and spent a week 
in London. How often 
do you have time and 
money at the same 
time? When you’re 
working, you can 
never take time off 
like that. 

What do you plan to do with the 
rest of the money? Probably 
mostly save and invest. I 
paid off all my student loans 
while I was working, so I’m 
lucky enough to have no 
debt, which is wonderful. I 
have saved and contributed 
pretty aggressively to my 
workplace retirement ac-
counts, but I haven’t really 
done much investing, so I’m 
probably going to do that. 
Nothing too crazy—index 
funds, other mutual funds.

You have a double major in art 
and history from Wellesley and a 
master’s in engineering from the 
Massachusetts Institute of Tech-

nology. How did you manage 
to pay off your student loans? 
I had about $12,000 to 
$15,000 in undergrad loans 

AHEAD»



KEEP CLOSER TABS 
ON YOUR PLASTIC 
A new service helps you spot errors and 
bogus charges on your statements.

CREDIT

WAYNE CAUDILL TOOK A 
reverse mortgage on the 
house he owns with his 
wife, Lynn, in 2012, after 
a job loss threatened the 
ability of the couple to keep 
their Roanoke, Va., home. 
Wayne, who was 62 then, 
met the minimum age to 
qualify, but Lynn, 55, was 
too young to be named a co-
borrower; if he died or left 
the home permanently, 
she’d have to pay off the 
loan, most likely by selling 
the house. “It would be like 
being evicted from my own 
home,” says Lynn.

  New rules on reverse 
loans made after August 4 
protect younger spouses. 
That’s good news for the 
Caudills, who plan to sell 
their house, pay off the 
mortgage and move to Myr-
tle Beach, S.C., where they 

A FIX FOR REVERSE 
MORTGAGES
Younger spouses can stay in the home 
as long as they want, but there’s a cost.

REAL ESTATE

anticipate using a new 
reverse mortgage to pay for 
their next home. If anything 
happened to Wayne, Lynn 
could stay in the home, as 
long as it was her primary 
residence and she paid 
property taxes, hazard and 
mortgage insurance, and 
the cost of maintenance 
(see “Get Income From 
Your Home,” on page 49). 

But the new rules come 
at a cost. Lenders factor 
in the age of the younger 
spouse when calculating 
the reverse mortgage 
payout; the younger the 
spouse and the longer the 
loan will be outstanding, 
the smaller the payout. You 
can get a rough estimate 
of how much you’d qualify 
for with the calculator at 
www.reversemortgage.org. 
PATRICIA MERTZ  ESSWEIN

Debit cards are slated to get 
the service soon. 

Of course, thieves can’t 
use your card if they can’t 
get it to work. New mobile-
banking apps allow you to 
switch your debit card on 
or off. Deter scammers by 
keeping your card turned 
off and switching it on only 
when it’s time to make a pur-
chase. Tech firm Malauzai 
provides the capability to 
about 80 community banks 
and expects to have part-
nerships with a number 
of larger banks by the end 
of the year. Capital One, 
USAA and online bank 
Simple have introduced 
their own on-off switches 
in their mobile-banking 
apps. JESSICA ANDERSON

THIEVES ARE COMING UP 
with ever-more-ingenious 
ways to gain access to 
your credit and debit card 
numbers. And, let’s face it, 
mistakes happen. So card 
issuers are making it easier 
to police your accounts.

Most card issuers have 
zero-liability policies for 
fraudulent charges on your 
credit card. Bogus transac-
tions on your debit card can 
take longer to resolve, even 
when your bank doesn’t 
hold you accountable (see 
“Safeguards for Debit Card 
Users,” on page 62). Beefed-
up monitoring serv ices are 
alerting customers to ques-
tionable charges, and a 
recent survey by Credit
Cards.com found that 4 in 
10 regular credit card users 
have received such an alert. 

Some charges aren’t nec-
essarily unlawful, but they 
may be unwanted. For exam-
ple, two in three customers 
overlook potentially dupli-
cate charges, says Capital 
One. Its new alert service, 
Second Look, flags such 
charges and sends an e-mail 
with instructions on how 
to question the transaction, 
if warranted. Second Look 
also highlights subscrip-
tions that renew automati-
cally and flags increases in 
recurring charges, such as 
a cable bill that might have 
risen without your noticing. 

The Securities and Exchange 
Commission has adopted 
new rules that make money 
market fund valuations float, 
instead of being fixed at $1 a 
share. The rules don’t apply 
to investment funds used 
by individuals, only to funds 
that serve huge institutional 
investors. But all funds can 
impose waiting periods or 
fees on withdrawals if cash 
on hand falls to less than 
30% of a fund’s assets—a 
level unlikely to be hit. www
.kiplingerbiz.com/ahead/mmf 

NEW RULES FOR 
MONEY FUNDS

EXCERPT FROM 

The Kiplinger Letter
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ARE A RELIEF 

FOR WAYNE AND 
LYNN CAUDILL.
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HYDROGEN FUEL-CELL 
technology to power auto-
mobiles is finally ready for 
prime time. Similar to bat-
teries, fuel cells create elec-
tricity through an electro-
chemical reaction. There is 

STEP ON THE 
 (HYDROGEN) GAS
Now you can lease a fuel-cell-powered 
vehicle, and more are on the way.

CARS

no combustion, and the 
only byproduct is water. 

Hyundai is the first com-
pany to produce a fuel-cell 
vehicle for the mass market. 
It’s available for lease in 
southern California, for 

$499 a month for three 
years after a $2,999 down 
payment. The lease includes 
free maintenance and un-
limited free fill-ups, which 
take about five minutes at a 
gas station equipped with a 
hydrogen refueling station. 

Honda and Toyota are 
planning to introduce mass-
market fuel-cell vehicles in 
the U.S. next year. You can 
drive about 300 miles per 
fill-up in a hydrogen-pow-
ered car—triple the range of 
an electric vehicle (the only 
other zero-emissions car 
available). And with a fuel-

cell system, you won’t have 
to sacrifice interior room.

California will be the first 
market for the cars. The 
state’s energy commission 
has allocated $200 million 
for infrastructure spending; 
the goal is 100 fueling sta-
tions by 2024. Nine stations 
are open now, with another 
48 scheduled to open by the 
end of next year. Prices for 
hydrogen haven’t been set 
yet, but the cost of filling up 
will likely be comparable to 
gasoline. JESSICA ANDERSON 

This trend of reincorporation overseas (through merger 
with a foreign firm, a strategy called inversion) is per-
fectly legal under current tax law. The U.S. company 

benefits because it reduces its total global income taxes, enabling 
it to compete better with multinationals based in countries with 
much lower taxes. The top corporate tax rate on a U.S. company’s 
earnings anywhere in the world—not just in this country—is 35%, 
the world’s highest.   

Some economists say that inversion could actually benefit the 
U.S. economy in the near term by enabling formerly American firms 
to send more of their overseas earnings back to the U.S. via tax-
advantaged loans from foreign parents to U.S. subsidiaries. The 
big losers are the U.S. Treasury and state treasuries, which collect 
less in corporate tax revenues.

But a strategy can be legal and rational without being ethical. Yes, 
as the great Judge Learned Hand wrote, no one has a moral or patri-
otic obligation to pay any more tax than the law requires. But Hand 

MONEY & ETHICS // KNIGHT KIPLINGER

-

HAVE A MONEY-AND-ETHICS QUESTION YOU’D LIKE ANSWERED IN THIS COLUMN? 
WRITE TO EDITOR IN CHIEF KNIGHT KIPLINGER AT ETHICS@KIPLINGER.COM.

Q
A  

wasn’t talking about a person or company giving up U.S. citizen-
ship and moving abroad to take advantage of lower taxes. 

The ethical stance for a U.S. company would be to stay and 
fight: Continue the battle for comprehensive tax simplification 
that would lower the top C-corp rate from 35% to 15% or 20% 
and be applied only to domestic earnings. In exchange, large U.S. 
firms should be willing to give up all of their industry-specific tax 
breaks, which enable many of them to pay little or nothing in 
U.S. corporate taxes. 

In the coming months, there will be a lot of talk about ways to 
slow corporate flight abroad by toughening the rules on foreign 
mergers or giving U.S. businesses a lower tax rate (say, 10% or 
12%) on their overseas earnings (permanently or by way of a 
one-time tax holiday). But nothing is likely to be done until after 
the next presidential election.

I’m appalled that many U.S. companies are moving 
their official headquarters to countries with lower 
corporate tax rates than ours. What do you think 
about this?

AHEAD»

Should U.S. Firms Move 
Overseas to Pay Lower Taxes? 
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I’M NOT SAVING FOR
 A RAINY DAY.

I’M SAVING FOR 
A SUNNY RETIREMENT.
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GIVE YOU STABLE, SECURE GROWTH.
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allybank.com  |  1-877-247-ALLY

Helpful IRA specialists available 
day and night

No minimum deposit to open

An early withdrawal penalty may 
apply; an additional IRS tax may 
also apply, so please consult your 
tax professional

ALLY IRA SAVINGS 
AND CDs 

YOUR MONEY 
NEEDS AN ALLY 
EVERY DAY OF THE YEAR.

©2009-2014 Ally Financial Inc.

WEDNESDAY, OCTOBER 1 WEDNESDAY, OCTOBER 1 
Cut heating costs during National 

Energy Awareness Month 
by reversing the direc-
tion of your ceiling fans 

(so the blades turn 
clockwise) and shutting 

the damper in your fire-
place (when you’re not 

using it). Super-efficient 
geothermal heat pumps 

qualify for a 30% tax credit.

▲  SATURDAY, OCTOBER 11 SATURDAY, OCTOBER 11
Halloween costume swaps 
save money and reduce landfill 
waste. Find one in your area or 
learn about creating your own 
at www.greenhalloween.org.

MONDAY, OCTOBER 13MONDAY, OCTOBER 13
Shop for bargains at Columbus 
Day sales. New appliances hit 
stores this month, so look for 
deals on older models. 

THURSDAY, OCTOBER 16THURSDAY, OCTOBER 16
World Food Day. Donate to 
your local food pantry. Give 
to a qualified organiza-

tion, and deduct the donation from 
your taxable income (if you itemize). 

FRIDAY, OCTOBER 31FRIDAY, OCTOBER 31
A number of college scholarships 
set deadlines in October, including 
the Coca-Cola Scholars program, 
whose applications are 
due today. For tips on 
finding scholar-
ships, go to www
.studentaid.ed.gov. 
KATHRYN MOODY

* DEAL OF THE MONTH
Find discounted island 
cruises during shoulder 
season. Early in October, 
you can book a four-day 
Bahamas Royal Carib-
bean cruise (interior 

room) for $206 
per person per 

night, $100 less 
than a similar 
trip in June. 
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JAMES K. GLASSMAN > Opening Shot

7 Stocks for the Next 15 Years

M 
y advice to investors has always 
been to buy stocks for the long 
term. What’s long? When you 
purchase a stock, you should 

think of yourself as a partner in the busi-
ness forever—or until you need the cash. 
But forever, or even 30 years, is way out on 
the dim horizon. A more manageable view 
might be 15 years. If you invest $10,000 
today in a stock that returns an average of 
12% per year (a return that is two percent-
age points higher than the historic long-
term return of Standard & Poor’s 500-stock 
index), you’ll end up with about $55,000. 

Not all stocks, however, are suitable long-
term buys. A company you expect to be 
wedded to for 15 years should have six 
characteristics: products that can endure 
and aren’t fads; a history of leaders who 
can adapt; a strong balance sheet; a benign 
competitive environment; a track record 
of innovation balanced by vigilance against 
taking on too much risk; and a strategy that 
looks beyond the next year and certainly 
beyond the next quarter.

It’s hard to find all of those traits in one 
company. But if you’re going long, here are 
seven that have staying power and a good 
shot at delivering 12% annualized returns. 

Building planes is a long-term business. 
It took seven years for BOEING (SYMBOL BA) to 
translate its first order for the 787, a plane 
that cuts fuel consumption by 20% and 
can fly up to 8,300 nautical miles, into an 
actual jet that could be delivered to a client. 
The 787 may become as successful as the 
737. More than 10,000 of those workhorses 
have been sold since 1965, and Boeing 
continues to sell about 500 per year. The 
company’s only significant competitor is 
Airbus. Although Boeing has had manufac-
turing problems in the past, a recent ana-
lyst report from Credit Suisse says the 
company is emphasizing “execution as 
the number-one priority.” Boeing, the 
report adds, will tackle innovation “in 

smaller, less risky, increments, rather than 
a ‘moon shot’ approach.” That’s the kind 
of balance I like in a long-run company.

Meanwhile, the demand for passenger 
planes is strong. Boeing increased its back-
log from 3,771 aircraft at the start of 2012 to 
5,237 at the end of June. Despite doubling 
over the past three years, the stock, at 15 
times estimated earnings over the next four 
quarters, doesn’t seem overpriced. (All 
prices and related data are as of July 31.)

Like it or not, one of the surest long-term 
bets is the continued expansion of the fed-
eral government. And that means the con-
tinued growth of the Washington, D.C., 
area as well. My favorite D.C. play is 
WASHINGTON REAL ESTATE INVESTMENT TRUST 

(WRE), a venerable firm founded in 1960 
and the landlord to tenants in 54 shopping 
centers, office and medical buildings, and 
apartments in and around the capital. As 
a REIT, the company pays no corporate in-
come taxes as long as it passes along 95% of 
its profits to shareholders as dividends. The 
current yield is an attractive 4.4%. More-
over, the stock has a record of holding up 
well in rough markets. In 2008, when the 
S&P 500 tumbled 37%, Washington REIT 
lost just 4.4%. Over the past 15 years, shares 
have returned an annualized 7.5%. That’s 
below our 12% target but three full per-
centage points per year better than the re-
turn of the S&P 500 over the same period. 

I hope you invested in NETFLIX (NFLX) when 
I first recommended it in 2003. Since then, 
it’s up by a factor of about 40. I still think 
this is a great company for the next 15 years. 
CEO Reed Hastings, 54, has shown that 
he can adapt brilliantly, combining such 
Netflix-originated content as House of 
Cards with a video platform that as of June 
30 had 48 million paid users (up 35% in one 
year). And Netflix has barely scratched the 
surface overseas.

With a 15-year view, you should generally 
stay away from stocks with enormous mar-
ket capitalizations, such as Apple (AAPL). 

“A company 
you expect 
to be wedded 
to for years 
should have 
products that 
can endure 
and a history 
of leaders 
who can 
adapt.”
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100% of T. Rowe Price Retirement Funds beat their 10-year Lipper average as of 6/30/14.*

How our long-term view drives value beyond short-term noise.

A major automaker’s credit rating had been downgraded to junk status. The rating agencies 

may have seen nothing but heightened risk, but our analysts’ long-term familiarity with the 

company let us see beyond the market noise to improved operations and profi tability. We 

spotted the value and invested early, before the auto company’s ratings were upgraded. At 
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date. The funds’ allocations among a broad range of underlying T. Rowe Price stock and bond funds will change over time. The funds 
emphasize potential capital appreciation during the early phases of retirement asset accumulation, balance the need for appreciation with 
the need for income as retirement approaches, and focus on supporting an income stream over a long-term postretirement withdrawal 
horizon. The funds are not designed for a lump-sum redemption at the target date and do not guarantee a particular level of income. The 
funds maintain a substantial allocation to equities both prior to and after the target date, which can result in greater volatility over shorter 
time horizons. *Based on cumulative total return, 12 of 12, 12 of 12, 12 of 12, 9 of 9, and 2 of 3 (67%) of the Retirement Funds for individual investors outperformed their Lipper average for 
the 1-, 3-, 5-, and 10-year and since-inception periods ended 6/30/14, respectively. The Retirement 2010, 2020, 2030, 2040, and Income Funds began operations on 9/30/02; the 2005, 2015, 
2025, and 2035 Funds began operations on 2/29/04; the 2045 Fund began operations on 5/31/05; and the 2050 and 2055 Funds began operations on 12/31/06. (Source for data: Lipper Inc.) 
T. Rowe Price Investment Services, Inc., Distributor. RDFA082522

T. Rowe Price Retirement Funds are 

low cost, so your investment goes further.
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If Apple’s shares, recently $96, were to 
appreciate at a 12% annual rate, its market 
capitalization would exceed $3 trillion by 
2029. That’s hard to swallow, but I could 
easily see Netflix’s market cap growing 
12% a year, to about $140 billion, in 15 years. 

Very few companies increase their earn-
ings nearly every year in what I like to call 
a “beautiful line.” One of them bears the 
name of a guy who drew beautiful lines 
for a living: WALT DISNEY CO. (DIS). Some of Dis-
ney’s prime assets are folks who never ask 
for a raise, including Goofy, Cinderella and 
Luke Skywalker. Disney also has a power-
ful distribution system: studios, video 
games, music, theme parks, cruise ships, 
eight TV stations (mainly in big cities such 
as New York and Los Angeles) and such 
networks as ABC, ESPN and A&E. Disney 
has a beautiful balance sheet, too, with a 
top rating of A++ for financial strength 
from the Value Line Investment Survey. 
My only hesitation stems from Disney’s 
size. With a market cap of about $150 bil-
lion, it’s on the edge of my comfort zone.

I love companies that forge an emotional 
connection with their customers. WHOLE 

FOODS MARKET (WFM) does just that, and it’s 
a relationship for the long term. Sales in the 
fiscal year that ends in September 2015 
should reach $16 billion, up from $8 billion 
in the year that ended in September 2009. 
Still, the stock has had a rough go of it 
lately. It has dropped more than 40% since 

October 2013, mainly because management 
has been lowering earnings estimates. 
Long-term investors shouldn’t worry. With 
an excellent balance sheet and only 362 
stores worldwide, Whole Foods has a great 
runway for growth as food that is organic, 
fresh and local goes mainstream. (Safeway, 
by contrast, has 1,331 stores.) The stock 
returned 14.7% annualized over the past 
15 years; it’s not hard to imagine a repeat.

Many years ago, I touted FEDEX (FDX) as the 
“quintessential Internet stock.” I meant 
that as more people ordered online, they 
would need FedEx and its rivals to deliver 
the goods. What I missed was how FedEx 
has exploited Internet technology to track 
and expedite its shipments. With drones 
(I’m not kidding) and other innovations, 
FedEx will only become more efficient and 
essential. Forrester Research predicts that 
10% of all retail sales in 2017 will occur on-
line, and although that is impressive, there’s 
still a lot of room for FedEx to expand. 

Shareholders of McDonald’s undoubtedly 
wish the company hadn’t sold its big stake 
in CHIPOTLE MEXICAN GRILL (CMG) in 2006. Since 
then, Chipotle’s stock has risen more than 
tenfold, and I wouldn’t be surprised if the 
chain someday has more outlets than its 
erstwhile benefactor. Chipotle sells burri-
tos and tacos made with organic pork and 
chicken and ingredients sourced no more 
than 350 miles away from each restaurant.

The company is growing like crazy. In the 
quarter that ended June 30, sales at stores 
open at least one year rose 17% from the 
same quarter one year earlier. Chipotle 
plans to open at least 180 new outlets in 
2014, an annual growth rate of 11%. And 
with only one-eighth the revenues of 
McDonald’s, Chipotle has a lot of room to 
expand. Its stock is pricey, as you would ex-
pect with such a fast-growing company, but 
good, natural Mexican-style food appeals to 
a young audience and to the fastest-growing 
ethnic group in America. It is the future. 

Lard your portfolio with stocks like 
these, but also diversify with a few index 
funds. As usual, I make no guarantees. Use 
my choices as a starting point for your own 
research, and happy long-term hunting. ■ 

JAMES K. GLASSMAN IS A VISITING FELLOW AT THE AMERICAN 
ENTERPRISE INSTITUTE. HIS MOST RECENT BOOK IS SAFETY NET: 
THE STRATEGY FOR DE-RISKING YOUR INVESTMENTS IN A TIME OF 
TURMOIL. HE OWNS NONE OF THE STOCKS MENTIONED.

“Some of 
Disney’s prime 
assets are 
folks who 
never ask 
for a raise, 
including 
Goofy, 
Cinderella 
and Luke 
Skywalker.”

GREAT STOCKS FOR THE LONG HAUL

By the Numbers

As of July 31.  *Based on estimated earnings for the next four quarters.  †For the fiscal year ending September 2014.  #For the fiscal year 
ending September 2015.  ‡For the fiscal year ending May 2015.  §For the fiscal year ending May 2016.  &Figures are based on “funds from 
operations.”   SOURCES: Thomson Reuters, Yahoo.

Company Symbol
Recent 

price

Market 
value 

(billions)

  Price-
earnings 

  ratio*
Dividend 

yield 2014 2015

Boeing BA $120 $86.8 15 2.4% 16.7% 3.0%

Chipotle Mexican Grill CMG 673 20.9 42 0.0 30.1 26.9

Walt Disney DIS 86 148.7 19 1.0 23.6† 10.5#

FedEx FDX 147 41.9 17 0.5 30.5‡ 21.1§

Netflix NFLX 423 25.4 89 0.0 108.6 70.2

Washington REIT WRE 27 1.8 16& 4.4 –15.1& 12.5&

Whole Foods Market WFM 38 14.1 23 1.3 4.1† 11.8#

Based on price-earnings ratios, none of the stocks below is particularly cheap and 
some look expensive. But you often have to pay up to buy wonderful companies.

Estimated 
earnings growth



The Main Advantages of Municipal Bonds
Investors are attracted to municipal bonds for three 
reasons, safety of principal, regular predictable 
income and the tax-free benefits. Together, these three 
elements can make a compelling case for including 
tax-free municipal bonds in your portfolio. 

Potential Safety of Principal
Many investors, particularly those nearing retirement 
or in retirement, are concerned about protecting 
their principal. In March of 2012, Moody’s published 
research that showed that rated investment grade 
municipal bonds had an average cumulative default 
rate of just 0.08% between 1970 and 2011.* That 
means while there is some risk of principal loss, 
investing in rated investment-grade municipal bonds 
can be a cornerstone for safety of your principal. 

Potential Regular Predictable Income 
Municipal bonds typically pay interest every six 
months unless they get called or default. That means 
that you can count on a regular, predictable income 
stream. Because most bonds have call options, 
which means you get your principal back before 

the maturity date, subsequent municipal bonds you 
purchase can earn more or less interest than the called 
bond. According to Moody’s 2012 research,* default 
rates are historically low for the rated investment-
grade bonds favored by Hennion & Walsh.

Potential Triple Tax-Free Income 
Income from municipal bonds is not subject to federal 
income tax and, depending on where you live, may also 
be exempt from state and local taxes. Triple tax-free can 
be a big attraction for many investors in this time of 
looming tax increases.

About Hennion & Walsh
Since 1990 Hennion & Walsh has specialized in 
investment grade tax-free municipal bonds. The 
company supervises over $2 billion in assets in over 
15,000 accounts, providing individual investors with 
institutional quality service and personal attention.

What To Do Now
Call 1-800-318-4850 and request our Bond Guide, 
written by the experts at Hennion & Walsh. It will 
give you a clear and easy overview of the risks and 
benefits of tax-free municipal bonds.

Are Tax Free Municipal 
Bonds Right for You?

© 2013 Hennion and Walsh. Securities offered through Hennion & Walsh Inc. Member of FINRA, SIPC. Investing in bonds involves risk 
including possible loss of principal. Income may be subject to state, local or federal alternative minimum tax. When interest rates rise, bond prices 
fall, and when interest rates fall, prices rise. *Source: Moody’s Investor Service, March 7, 2012 “U.S. Municipal Bond Defaults and Recoveries, 
1970-2011.” Past performance is no guarantee of future results.

Dear Investor,

We urge you to call and get your free Bond Guide. Having tax-
free municipal bonds as part of your portfolio can help get your 
investments back on track and put you on a path to achieving 
your investment goals. Getting your no-obligation guide could 
be the smartest investment decision you’ll make.

Sincerely,

FREE Bond Guide
Without Cost or Obligation
CALL 1-800-318-4850
(for fastest service, call between 8 a.m. and 6 p.m.)

Hennion & Walsh, Bond Guide Offer
2001 Route 46, Waterview Plaza
Parsippany, NJ 07054

Please call 1-800-318-4850 
for your free Bond Guide.
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Senior Money Moments

F our years ago, employees in the legal 
department of Wells Fargo Advisors 
fielded an average of 30 reports a 
month from advisers in branch offices 

who were concerned about elderly clients. 
Today, reports about clients potentially 
being victimized by scams, suffering from 
dementia or simply laboring under a dimin-
ished capacity to make sound financial de-
cisions stream in at an average rate of 100 
per month. So Wells Fargo has assembled a 
dedicated unit called Elder Client Initiatives 
to investigate and handle such concerns, 
and even work with law enforcement or 
protective services, if warranted.

Certified financial planner Dennis Stearns 
has likewise shaped his practice to deal 
with issues of diminished capacity among 
his older clients. “Twenty years ago, we 
had some of these issues. Now we see them 
every single week. We realized that there 
was a tsunami of messy situations coming 
our way and we’d better figure out how 
to surf that wave,” says Stearns, president 
of Stearns Financial Group, in Greensboro, 
N.C. This year, 70% of the firm’s monthly 
training sessions have been about how to 
deal effectively with aging clients.

Other financial firms are ramping up 
similar efforts. Older adults have the most 
experience handling money and hold the 
lion’s share of the nation’s household wealth. 
But they’re also subject to normal cognitive 
aging, which brings with it a decline in 
numeracy skills, processing speed, flexible 
decision-making and short-term memory, 
says Daniel Marson, a professor of neurol-
ogy and director of the Alzheimer’s Disease 
Center at the University of Alabama at Bir-
mingham. “Warren Buffett is still an excel-
lent investor and dealmaker, but he’s not 
as good as he was at age 50,” says Marson. 
He says people reach the height of financial 
decision-making prowess around age 53. 

Seniors can fall prey to all sorts of preda-
tors, including a “senior adviser” whose 
designation might not be worth the business 

card it’s printed on or a broker who’s a 
crook. But trusted financial professionals 
can be among the first to spot a problem 
that’s more than just a so-called senior 
moment or normal forgetfulness. “We have 
clients call to make the same withdrawal 
three days in a row, forgetting that they’ve 
called the day before,” says Ron Long, head 
of Wells Fargo’s Elder Client Initiatives. New 
guidelines for Merrill Lynch employees 
list red flags such as inconsistent decision-
making (chucking a carefully constructed 
portfolio for investments unsuited to 
one’s goals or risk tolerance, for example), 
no longer understanding where assets are 
invested or confusion about client-directed 
activity when it appears on an account 
statement.

Red flags. Families on the alert for signs of 
diminished capacity shouldn’t overreact if 
Mom or Dad occasionally forgets to pay a 
bill, says Marson. Forgetting to file taxes is 
a more serious memory lapse. If papers have 
always been carefully filed, bags full of bills 
and a messy desk should give you pause. 
Watch out for uncharacteristic checkbook 
errors or a struggle to figure the tip at a 
restaurant. Are you repeatedly explaining 
financial concepts to someone who was 
once conversant in mortgages, trusts and 
investments? And a biggie: Beware when 
a careful steward of assets takes a sudden 
interest in get-rich-quick schemes.

More firms are asking clients—even 
young and healthy ones—to supply the 
name of a family member or friend who 
can be called upon if questions of capacity 
arise. (You should name a contact on your 
own if you’re not asked to provide one.) 
Contacts don’t need trading authority. But 
as you age, giving your adviser the ability 
to reach out to someone without running 
afoul of confidentiality rules can stop you 
from becoming your own worst enemy. ■

ANNE KATES SMITH > Your Mind and Your Money

ANNE KATES SMITH IS A SENIOR EDITOR AT KIPLINGER’S 
PERSONAL FINANCE MAGAZINE.

“Trusted 
financial 
professionals 
can be among 
the first to 
spot a problem 
that’s more 
than just 
normal 
forgetfulness.”
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You’re retired? I was. After 
30 years with AT&T, they 
made me an offer I couldn’t 
refuse. Then they hired me 
back on contract to teach 
leadership skills to engi-
neers who were promoted 
to management. I worked 
for other companies, too. 
But the corporate world 
didn’t reward the principles 
that I taught. So I asked 
God, “You created me. 
What’s my purpose?” I was 
told that my life had pre-
pared me for the challenge 
of helping women in recov-
ery from substance 
abuse, domestic vio-
lence and homelessness.

How do you relate to them? 
My family was poor. My 
folks picked cotton in 
Arkansas, and my father 
was a Baptist minister. I 
married young and had 
three children, and I ended 
up as a single parent, not by 
choice. In 2012, I lost a 
daughter to cancer, so I can 
identify with women who 
talk about loss.

How did you begin? I was 
invited to consult with 
the Mary Hall Freedom 
House, the number-one 
recovery center in At-
lanta. I realized, Halle-

lujah! Here are the women 
I am to serve. I worked there 
without pay to gain experi-
ence. In 2004, I coined the 
name Every Woman Works 
(www.everywomanworks
.org) to reflect that you must 
have a job to become self-
sufficient. My first clients 
came from Freedom House. 

What’s the program? It’s like 
four to eight weeks of boot 

camp, but it’s run with love. 
We provide classes to de-
velop skills in résumé writ-
ing, interviewing, dressing 
for success, health and well-
ness, and parenting. It’s also 
a ministry. We begin every 
day with an “hour of power” 
to help women see them-
selves differently.

Where did you get your funding? 
I took $10,000 [after taxes] 
from my 401(k), and my 
church offered use of a 
building for the training 
center. Now I receive a sal-
ary of $3,000 a month, and 
we rent a much nicer build-
ing. We have thousands of 

donors, plus corporate 
sponsors, including 

General Electric, 
Kimberly-Clark 
and LexisNexis. 
We contract 

with Fulton 
County to 
help women 
receiving 
temporary 

assistance and with the 
U.S. Department of Labor 
to help homeless vets. 

You recently opened a boutique? 
We accumulated an exten-
sive clothes closet from do-
nations and gave the really 
high-end stuff to a thrift 
shop. But then I had an 
epiphany: We could sell 
those things ourselves to 
raise money, and students 
who wanted retail experi-
ence could work in the shop. 

What has been your greatest 
challenge? I hadn’t a clue 
about how to run a not-for-
profit. I’d wake up at 3 a.m. 
and think, What have I got-
ten myself into? But I learned 
by trial and error. For exam-
ple, I learned that you need 
board members who don’t 
just share your passion, but 
who have money or know 
people with money. Now I’m 
learning how to run a minis-
try like a business through 
Ministry Ventures (www
.ministryventures.org). 

So much for retirement? Yes! 
I’m working harder today 
than ever before, but I get 
instant gratification. The 
women come in with that 
dull look, the bowed head. 
Oh, to see the light go on! 
I feel that if I died today, I 
would go before my master, 
and He would say, “Well 
done.” PATRICIA MERTZ ESSWEIN

HAVE A SUCCESS STORY YOU WANT TO 
SHARE? WRITE US AT SUCCESSSTORY@
KIPLINGER.COM.

Dressing (Others) for Success
 A former corporate trainer helps struggling women become self-sufficient. 

WHO: Tillie O’Neal-Kyles, 69

WHERE: Sandy Springs, Ga.

WHAT: Founder and CEO of Every 
Woman Works
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TOP PICKS
TOP PROS

IT’S THE DOWNSIDE OF UP MARKETS. THE 

longer and higher share prices advance, the 

harder it is to find good companies selling 

at attractive prices. So with Standard & 

Poor’s 500-stock index having more than 

tripled during a five-and-a-half-year bull 

run, we asked some of the best inves-

tors in the business for their best 

stock picks. Our pros represent all 

manner of investing styles, including 

those who favor big companies and those 

Five great fund managers each choose five stocks with room 
to run in an aging bull market. BY ANNE KATES SMITH

OF 
THE
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PHOTOGRAPH BY ANNA KNOTT

■ BILL NYGREN 
SAYS THE MARKET 
UNDERESTIMATES 

THE VALUE OF  
AMAZON’S SALES.
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Nygren says. If you subtract from 
Google’s stock market value the $80 
billion cash hoard that Nygren expects 
the company to have built by the end 
of 2015, the stock’s price-earnings 
ratio is not much more than the aver-
age S&P 500 stock’s P/E. But Google’s 
earnings, Nygren says, should grow by 
low to mid teen percentages annually 
over the coming five years, well above 
the expected earnings-growth rate of 
the S&P 500.

In a similar vein, Nygren isn’t put 
off by AMAZON.COM (AMZN) and its nose-
bleed, triple-digit P/E. He believes in-
vestors don’t value third-party sales 
on the site highly enough; they should 
count for more because they pose little 
risk or cost to Amazon. Making that 
adjustment and looking at share price 
relative to sales, “Amazon is much 
cheaper than the retailers that inves-
tors worry Amazon might drive out 
of business,” says Nygren. 

➤ Mark Yockey manages several 
global stock portfolios at Artisan Part-
ners, but he is probably best known as 
the lead manager of Artisan Interna-
tional. He thinks the global economic 
environment—low inflation, low inter-
est rates and economic growth of 2% 
to 3% a year—is positive for stocks. 
Yockey looks for well-managed com-
panies that dominate their market, 
with significant intellectual property 
and the ability to sell products and 
services for top dollar.

You could call him the cable guy. 
Yockey sees good value in the industry 
overall and in COMCAST (CMCSA) in par-
ticular. Cable is the most cost-effective 
way to provide high-speed Internet 
services, and once built, cable net-
works generate gobs of cash. Plus, 
Philadelphia-based Comcast owns 
NBCUniversal, which provides media 
content to our numerous devices. The 
broadcaster’s earnings are growing at 
a double-digit percentage rate. 

MARSH & MCLENNAN (MMC) is “best of 
breed” in the insurance industry, says 
Yockey. (The New York City–based 
broker also does corporate consulting.) 

who favor small fry, those who spe-
cialize in fast growers and those who 
seek bargains, and those who invest 
mainly in the U.S. and those who 
scour the globe for opportunities. 
Below, the best from the best.

➤ Bill Nygren co-manages Oakmark 
Fund, Oakmark Select and Oakmark 
Global Select. He looks for growing 
businesses whose stocks trade for less 
than he thinks a company is worth 
and that are run by executives who put 
shareholders first. He’ll own a stock 
for years and tends to hold a relatively 
small number of stocks. “Most funds 
diversify to the point where successes 
don’t matter much,” says Nygren. “We 
want to maximize the stock-picking 
skill we bring to the table.” 

The hunt for good but undervalued 
companies frequently leads to contro-
versial areas—in Nygren’s case, to 
financial companies. Many investors 
swore off the group after the last re-
cession because of the difficulty of an-
alyzing sometimes opaque businesses 
and a concern about onerous regula-
tions that followed the financial crisis. 
The result, says Nygren, is the avail-
ability of some high-quality financials, 
including BANK OF AMERICA (SYMBOL BAC), 
JPMORGAN CHASE (JPM) and AMERICAN INTER-

NATIONAL GROUP (AIG), at bargain prices. 
All trade at low price-earnings ratios, 
especially based on what Nygren 
expects the companies to earn once 
the lingering effects of the financial 
crisis stop weighing on their income 
statements. (For share prices and re-
lated data, see the table on page 31.) 

Nygren also sees opportunity where 
few value-oriented managers dare to 
tread: fast-growing companies com-
manding premium stock prices, albeit 
smaller premiums than they deserve. 
“To us, buying great businesses at 
average prices is just as much value 
investing as buying average companies 
at cheap prices,” he says. 

One such company is GOOGLE (GOOGL). 
It will benefit for years to come from 
the continuing shift of advertising 
from traditional to online media, 

■ SARAH KETTERER 
EXPECTS THE SHARES 
OF BUILDING MATERIALS 
MAKER USG TO GET A LIFT.

DAVE LAURIDSEN
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“These companies have become very 
efficient,” says Yockey, “and insurance 
premiums are among those things that 
never go down in price.” The result is 
a cash-generating business that enjoys 
consistent revenue growth. 

BAIDU (BIDU) is the Google of China, 
where the search-engine business is 
exploding and ad revenues along with 
it. Analysts expect Baidu’s revenues to 
surge 54% this year, with mobile search 
now accounting for 30% of sales. Baidu 
has already paid off for Yockey, but he’s 
in it for the long haul. “We could own 
this stock for the next 10 years,” he says.

Yockey also likes the long-term 
prospects for Dutch company ASML 

HOLDING (ASML), which makes complex 
machines costing as much as $100 mil-
lion that are used to manufacture semi-
conductors. Most of the world’s major 
chip makers are customers, Yockey 
says, and the biggest ones help finance 
ASML’s research and development. 
“They’re tied at the hip,” Yockey says. 
“Manufacturers need the latest equip-
ment, and they want their biggest 
supplier to be successful.” The stock 
slumped recently on news of delayed 
orders but recovered after the com-
pany announced a breakthrough in 
its lithography technology.

Astute shoppers will recognize 
a bargain in the shares of the TJX COS. 

(TJX), the operator of T.J. Maxx and 
Marshalls, which fell 16% in the first 
seven months of 2014. The problem is 
that the Massachusetts-based retailer 
doesn’t have much online clout, says 
Yockey. “But I think there’s always 
going to be a place for physical retail-
ers selling high-quality brand names 
at attractive prices,” he adds. 

➤ Sarah Ketterer is cofounder and 
CEO of Causeway Capital Manage-
ment. She heads a team of 11 portfolio 
managers who scout out bargains in 
the U.S. and in foreign lands, both 
developed and emerging. “We’re posi-
tioned for a gradual shift to interest 
rates at more-normal levels,” says Ket-
terer. “We have a double-digit weight 
in banks, and we’ve bought into indus-

By the Numbers
tries that are out of favor but have the 
potential to raise dividends.”

CREDIT SUISSE (CS) fits the bill. Low 
interest rates won’t pressure profit 
margins forever. Meanwhile, the 
ongoing process of shedding poorly 
performing parts of its investment-
banking and bond-trading businesses 
could free up some $6 billion in excess 
capital by 2016 that Ketterer thinks will 
be used to boost dividend payments. 

As with banking, the real estate 
recovery has been painfully slow. USG 

CORP. (USG) makes wallboard and ceiling 
materials for residential and commer-
cial projects, and distributes building 
supplies. The Chicago-based com-
pany beefed up its balance sheet and 
changed its pricing model, moving 
from project-based pricing to annual 
price hikes, which have stuck since 
2012. Ketterer says the stock is so 
cheap, trading at 13 times estimated 
year-ahead earnings, that even if she’s 
wrong about an imminent turn in real 
estate, the risk in USG is minimal be-
cause shares already reflect investor 
pessimism.

Companies in transition are like 
catnip to Ketterer. Although CHINA 

MOBILE (CHL) already claims 62% of the 
wireless-phone market in China, its 
prospects have improved dramatically 
with upgraded technology that has al-
lowed it to catch up with the coverage 
and data speed of its competitors. Ket-
terer sees a 10% annual growth rate 
in both subscribers and revenues over 
the next few years. The stock yields 
3.9%, and a strong balance sheet bodes 
well for future payout hikes.

Ketterer also likes two stocks in-
volved in the travel business. INTERNA-

TIONAL CONSOLIDATED AIRLINES GROUP (ICAGY) 
was formed by the 2011 merger of 
British Airways and Spanish airline 
Iberia. The stock’s super-low price-
earnings ratio—9, based on analysts’ 
estimated 2014 earnings—does not 
accurately reflect the value of those 
franchises, Ketterer says. 

Every disaster has a turning point. 
A series of mishaps for cruise operator 
CARNIVAL CORP. (CCL), ranging from tragic 
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are it was made by BERRY PLASTICS GROUP 

(BERY), which also makes many kinds 
of plastic packaging and containers,
including prescription-drug vials and 
caps and the plastic food wrapping 
you see in grocery stores. The com-
pany is innovative (it has a replace-
ment for environmentally unfriendly 
polystyrene foam) and adept at grow-
ing through acquisitions (it has made 
38 in the past 25 years). 

Greenberg gives private school 
operator NORD ANGLIA EDUCATION (NORD) 
high marks for its kindergarten-
through-12th-grade academies in 13 
countries. Most students are the kids 
of U.S. expats stationed abroad, with 
tuition often paid by corporations as 
part of a relocation deal. The schools 
are usually the best in the local mar-
ket, so profit margins are high, as are 
student retention rates. 

ON ASSIGNMENT (ASGN) provides staff-
ing for specialized jobs in the technol-
ogy, health care and scientific fields. It 
benefits from a long-term shift toward 
using temp staffers rather than relying 
on permanent hires or outsourcing 
jobs to another concern. The stock’s 
P/E (13, based on estimated year-
ahead earnings) is too low for a com-
pany that should generate annual 
earnings growth of close to 20% over 
the next few years, says Greenberg.

Patient investors can pick up bar-
gains when good stocks stumble. After 
Kip Tindell, CEO of THE CONTAINER STORE 

(TCS), said in July that retailing was in 
a “funk,” the stock promptly went into 
one. The company reported disap-
pointing earnings for the quarter that 
ended May 31. But Greenberg thinks 
the 36-year-old retailer, which in-
vented the storage-and-organization 
niche, has staying power.

Is there a five-second rule for 
stocks? Shares in DEL FRISCO’S RESTAU-

RANT GROUP (DFRG) hit the floor after the 
firm recently warned of delays in 
opening new restaurants. But inves-
tors who pick up the stock now could 
get a tasty treat. The company oper-
ates steak houses under the Double 
Eagle, Grille and Sullivan’s brands. 

➤ Cliff Greenberg, manager of 
Baron Small Cap since the fund’s 1997 
launch, loves to find stocks of fledg-
ling companies and watch them take 
off. He looks for companies with long-
term expansion opportunities and 
entrepreneurial managers. If the man-
ager founded the business and has a 
large stake in it, so much the better. 
To find great companies at reasonable 
stock prices today, you have to go off 
the beaten track, says Greenberg. 

The next time you get a drink at 
Subway, Starbucks or a similar venue, 
take note of the cup it’s in. Chances 

(the death of 32 passengers and crew 
members on the Costa Concordia off 
the coast of Italy) to gross (broken toi-
lets on a ship in the Gulf of Mexico), 
led to a falloff in bookings and then to 
price cuts. But net revenues per berth 
are improving, fuel costs are declin-
ing, and Carnival is adding ships in 
fast-growing China. Ketterer thinks 
2016 will be a banner year for profits, 
but investors aren’t convinced. Shares 
of Miami-based Carnival dropped 
9% in the first seven months of 2014, 
while those of rival Royal Caribbean 
Cruises (RCL) rose 27%. 

■ CLIFF GREENBERG IS A 
FAN OF BERRY PLASTICS, 
WHICH MAKES CUPS AND 

OTHER CONTAINERS.
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Greenberg is confident that the delays 
are a temporary setback. 

➤ Sam Stewart founded Wasatch 
Advisors in 1975 and today is the lead 
manager of Wasatch World Innovators 
and Strategic Income funds. At this 
stage of the bull market, you won’t 
find great returns without taking on 
more risk, says Stewart. That’s why all 
of his picks are under a cloud of one 
sort or another. “The market is getting 
something wrong about these stocks,” 
he says. “If they pan out, you’ll do well.” 

Hedge-fund manager William 
Ackman is the cause of the cloud 
hanging over HERBALIFE (HLF). Ackman, 
who has reportedly made a billion-
dollar bet that the share price will 
fall, contends that the company’s 
multilevel marketing of weight-loss 
and nutritional products is a Ponzi 
scheme. Regulators have looked into 
Herbalife, but no formal accusations 
have been made. “Ackman is com-
pletely off-base,” says Stewart. Of 
more immediate concern: The stock 
sank 17% over two trading sessions in 
late July after Herbalife reported lower-
than-expected earnings and trimmed 
its sales-growth outlook for 2014. But 
analysts still expect earnings to grow 
17% this year and 14% in 2015. 

The lingering effects of a housing 
bust are a boon to OCWEN FINANCIAL (OCN), 
a mortgage servicer that specializes 
in subprime loans, collecting pay-
ments from high-risk borrowers and 
working with them to prevent foreclo-
sures. Ocwen was set to acquire the 
servicing rights to $39 billion worth 
of Wells Fargo mortgages in January, 
but New York State banking regulators 
concerned about the growth of Ocwen’s 
servicing portfolio held up the deal, 
and the stock price tumbled.

MEDALLION FINANCIAL (TAXI) is an even 
more specialized business. It finances 
taxi medallions, mostly in New York 
City. The stock has come under pres-
sure because of concerns that services 
such as Uber and Lyft will take so 
much business from cab drivers that 
they’ll struggle to make loan payments. 

But a robust market for medallions is a 
good sign, says Stewart, and the loans, 
recently averaging just 40% of the 
value of a medallion, are conservative. 

NORTHSTAR REALTY FINANCE (NRF) is a real 
estate investment trust that owns 
commercial properties throughout the 
country, including manufactured 
housing communities and health care 
facilities. It also invests in commercial 
mortgages. Wall Street is having trou-
ble figuring out the company, says 

Stewart, because it recently spun off 
its property-management business. 
Based on the new NorthStar’s ex-
pected dividend, the stock yields 10%. 

ZAIS FINANCIAL (ZFC) is a pure mort-
gage REIT with a yield of 9.6%. ZAIS 
invests in securities backed by resi-
dential mortgages, both government-
guaranteed and lower-quality fare. 
Stewart says investors are overstating 
the risk to the portfolio of both rising 
interest rates and potential defaults. ■

You could construct a well-diversified portfolio with the picks of our pros. The roster 
includes large, well-known companies, as well as names you probably haven’t heard of. 

25 STOCKS OF EVERY STRIPE

Eclectic List

Company Symbol
Recent 

price

 Market 
value 

(billions)

  Price-
earnings 

  ratio*

  Est. 
earnings
   growth†

Bill Nygren, Oakmark Funds

Amazon.com AMZN $313 $144.6 340   NM

American International Group AIG 52 75.2 11 –2.4%

Bank of America BAC 15 160.4 11 –12.2

Google GOOGL 580 392.0 20 20.6

JPMorgan Chase JPM 58 218.0 10 26.4

Mark Yockey, Artisan Partners

ASML Holding ASML $94 $41.2 32 4.2%

Baidu BIDU 216 75.8 5 22.1

Comcast CMCSA 54 139.1 18 19.4

Marsh & McLennan MMC 51 27.7 17 12.9

TJX Cos. TJX 53 37.3 16 11.3‡

Sarah Ketterer, Causeway Capital

Carnival Corp. CCL $36 $28.1 18 10.1%

China Mobile CHL 54 219.1 14# –19.7

Credit Suisse CS 27 43.4 10# 54.4

Intl. Consolidated Airlines Group ICAGY 28 11.1 9#          NA

USG Corp. USG 26 3.8 13 116.4

Cliff Greenberg, Baron Small Cap

Berry Plastics Group BERY $24 $2.8 17 23.5%§

The Container Store TCS 21 1.0 40 48.5&

Del Frisco's Restaurant Group DFRG 21 0.5 22 –1.6

Nord Anglia Education NORD 19 2.1 28 144.4¶

On Assignment ASGN 27 1.5 13 72.7

Sam Stewart, Wasatch Advisors

Herbalife HLF $52 $4.8 8 17.1%

Medallion Financial TAXI 11 0.3 9 –3.4

NorthStar Realty Finance NRF 16 2.7 9 –30.4

Ocwen Financial OCN 30 4.1 7 62.9

ZAIS Financial ZFC 16 0.1 9 60.9
As of July 31. NM Not meaningful. NA Not available.  *Based on estimated earnings for the next four quarters, unless otherwise noted.  †Estimated 
for 2014, unless otherwise noted.  #Based on estimated earnings for 2014.  ‡For the fiscal year ending January 2015.  For the fiscal year ending 
November 2014.  §For the fiscal year ending September 2015.  &For the fiscal year ending February 2015.  ¶For the fiscal year ending August 2015.   
SOURCES: Thomson Reuters, Yahoo.
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not levy sales loads and 
have delivered solid returns 
despite their investing con-
straints. That should appeal 
to any investor. 

LKCM AQUINAS VALUE (SYMBOL 

AQEIX) follows the guidelines 
of the U.S. Conference of 
Catholic Bishops. The fund, 
which owns mostly large-
company stocks, avoids 
firms that deal with abor-
tion, birth control and 
porno graphy, as well as 
certain weapons. Then 
comes the stock picking: 
Manager Paul Greenwell 
looks for companies that 
consistently generate a high 
return on invested capital 
(a measure of the return a 
company makes from each 
dollar invested in the busi-
ness). “You want a business 
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to two of this 

year’s best-
performing sec-

tors—health care and 
utilities—is mostly to blame. 
The fund excludes many 
health companies because 
of the religious screen, and 
it typically avoids utilities 
because they tend to have 
low returns on invested 
capital. Annual fees of 
1.50% are above average.

MUTUAL FUNDS THAT PRACTICE 
faith-based investing may 
be no more exciting than a 
font of still holy water or the 
worn cover of a Koran. But 
over the years, these funds 
have proved that you don’t 
have to sacrifice your spiri-
tual values when it comes 
to investing.

Faith-based funds invest 
according to a set of religious 
principles. Even if you don’t 
share these funds’ religious 
views, you may want to con-
sider investing in some of 
them because they have 
many of the attributes you’d 
ordinarily seek in a fund. 
Moreover, some analysts 
contend that investors who 
take a faith-based approach 
may reap bigger rewards 
than those who invest just 
for the money. “When you 
have stronger ties to an in-
vestment because it’s also 
expressing your values, 
you’re more likely to stick 
with it for the longer term,” 
says Jon Hale, who directs 
Morningstar’s North Amer-
ican fund research. 

Be aware of a couple of 
negatives. In many cases, 
the religious guidelines nix 
certain industries, limiting 
a fund’s ability to diversify. 
And although fees have 
come down, the funds’ ex-
pense ratios regularly top 
category averages. The five 
funds described here do 

Get Religion With These 5 Funds
Faith-based investing doesn’t mean you have to forgo profits. BY CAROLYN BIGDA

MUTUAL FUNDS  » 

»

that management can’t mess 
up,” Greenwell says.

That strategy has paid 
off for long-term investors. 
Over the past ten years, 
Aquinas Value has delivered 
an annualized return of 
8.3%, edging Standard & 
Poor’s 500-stock index by 
an average of 0.3 percentage 
point per year and placing 
the fund in the top 
22% of its peers—
funds that focus 
on large-company 
stocks with a 
blend of value and 
growth attributes (all 
returns are through July 
31). But in the first seven 
months of 2014, Value’s 
0.9% return lagged 
that of the S&P 
500 by nearly five 
percentage 
points. Value’s 
light allocation 

INVESTING »



smooth out market swings. 
In 2008, Rising Dividend 
dropped 22.8%, compared 
with the S&P’s 37% plunge. 
And the fund, just under 
a decade old, is building 
a solid long-term record. 
It earned 17.2% annualized 
over the past five years, 
beating the S&P 500 by 
0.4 percentage point per 
year and the average large-
company blend fund by 1.8 
points per year. Annual fees 
are a reasonable 0.93%.

Beneath the broad 
umbrella of Christian-
oriented funds is EVENTIDE 

GILEAD (ETGLX). Managers 
Finny Kuruvilla and David 
Barksdale believe work 
done in the service of others 
is blessed. So they look for 
firms that are sensitive to 
shareholders as well as to 
internal stakeholders (such 
as customers and employees) 
and external stakeholders 
(communities and the envi-
ronment). They won’t invest 
in companies that profit 
from alcohol, gambling and 
other potential addictions.

Although the managers 
will invest in companies 
of any size, their fund tilts 
toward midsize firms (53% 
of assets). Barksdale says 
smaller firms can pass 
faith-based screens more 
easily. “Very large com-
panies have their fingers in 
a lot of pies, one of which is 
usually something we don’t 
want to own,” he says. 

Barksdale and Kuruvilla 
favor fast-growing busi-
nesses, often in biotech and 
technology. Biotech stocks 
stumbled earlier this year 
when investors worried 
about lofty valuations (see 
“The Best Health Funds to 
Buy Now,” Sept.). But, 

Barksdale says, biotech 
stocks can be good diversi-
fiers. “A company’s fate 
depends on the next data 
release or government ac-
tions, not the economy,” 
he says.

So far, Gilead’s perform-
ance has been divine. Over 
the past five years, the 
fund, which launched in 
2008, earned 21.3% annual-
ized, beating the S&P 500 
by 4.5 percentage points 
per year and besting 98% 
of its peers (funds that in-
vest in expanding midsize 
companies). One drawback: 
Annual fees are 1.64%.

A number of funds follow 
the principles of Islamic, 
or sharia, finance, including 
AMANA INCOME (AMANX). Sharia 
bars investments in com-
panies involved in alcohol, 
pork, gambling, pornography 
or tobacco. It also requires 
that investors avoid interest. 
One way manager Nicholas 
Kaiser and deputy manager 
Scott Klimo deal with that 
is to eliminate banks and 
companies whose total debt 
adds up to more than 33% 
of their stock market value. 

Then Kaiser and Klimo 
look around the world for 
companies that offer a divi-
dend yield higher than the 
S&P’s (currently 1.9%) and 
can increase their dividend 
over time. Today, about 85% 
of the fund’s assets is in U.S. 
stocks, and 15% is in foreign 
stocks. In addition, indus-
trial and health care firms 
account for about 40% of 
the portfolio. One top hold-
ing is Swiss drugmaker No-
vartis, which has raised its 
dividend 17 consecutive 
years. The stock yields 3.1%.

The focus on low debt has 
allowed Income to hold up 

AVE MARIA RISING DIVIDEND 

(AVEDX) takes a slightly dif-
ferent approach to investing 
according to Catholic val-
ues. The fund avoids com-
panies with ties to abortion 
or pornography (including 
hotels that offer X-rated 
films in guest rooms). “It 
is a zero-tolerance policy,” 
says co-manager George 
Schwartz. (But the fund 
doesn’t specifically ban 
weapons makers.)

Still, only about 150 of 
the 3,000 companies in 
the Russell 3000 index are 
disqualified on religious 
grounds. From there, 
Schwartz and co-manager 
Richard Platte search for 
businesses with rising sales, 
earnings and cash flow—
all signs that a firm can 
increase its dividend in the 
future. They prefer stocks 
that are reasonably valued 
and that they think can 
double over five years.

The strategy has helped 

especially well during 
downturns. So has the 
fund’s zero stake in banks. 
In 2008, during the finan-
cial crisis, Income fell only 
23.5%. Annual fees are rea-
sonable, at 1.19%.

For a fixed-income fund 
option, consider AVE MARIA 

BOND (AVEFX). The fund applies 
the same Catholic principles 
of its stock-owning sibling 
to a mostly fixed-income 
portfolio. Bond currently 
has about 85% of its total 
assets in U.S. Treasury bonds 
and corporate bonds with 
strong credit ratings, as well 
as cash. (Treasuries are 
not subject to the religious 
sieve, but corporate bonds 
are.) The rest of the money 
is in dividend-paying stocks. 
That adds risk to the port-
folio but has helped pad 
returns recently. Last year, 
for example, when interest 
rates rose after the Federal 
Reserve announced that it 
would begin windin g down 
its bond-buying program, 
the Barclays U.S. Aggregate 
index fell 2.0% (bond prices 
fall as rates rise). But Ave 
Maria Bond gained 6.1%.

A stock market correction 
could drag down returns 
because of the fund’s stock 
holdings. So could a spike 
in interest rates. To protect 
against the latter, Platte 
and co-manager Brandon 
Scheitler are keeping the 
average duration of the 
fund’s bonds to less than 
three years (duration is 
a measure of interest-rate 
sensitivity). The fund, which 
yields 0.65%, charges 0.56% 
annually for expenses, well 
below the average of 0.88% 
for taxable, intermediate-
term bond funds. That is 
praiseworthy, indeed. ■
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same period a year earlier 
as revenue rose 8%. United’s 
earnings jumped 68% on a 
3% rise in revenue. 

But can the profit rebound, 
and stock rally, keep going? 
A key issue is how well air-
lines can keep seat availabil-
ity in line with demand—
and so avoid ruinous fare 
wars. Raymond James ana-
lyst Savanthi Syth predicts 
that domestic seat capacity 
will rise less than 3% a 
year through 2016, a level 
that is below anticipated 
U.S. economic growth. “We 
expect capacity discipline 
to be used to push through 
fare increases,” she says. 

Airlines have another 
good reason to restrain 
spending, Syth says: They’ve 
promised to return more 
capital to investors. Ameri-
can and United both sur-
prised Wall Street in July 
by committing to big stock 
buybacks. 

Potential pitfalls. But even 
if airlines can avoid the 
urge to overexpand, they 
remain subject to a host of 
risks beyond their control. 
These include fuel prices, 
consumer and business 
spending, and terrorist at-
tacks. The industry’s his-
tory of enormous losses ex-
plains why shares typically 
trade at low price-earnings 
ratios. But bulls say P/Es 
will rise if investors believe 

the industry’s turnaround 
has staying power.

Which stocks look most 
attractive? UBS analyst 
Darryl Genovesi calls At-
lanta-based DELTA “the pur-
est play on overall industry 
improvement.” He thinks 
Delta could earn close to $5 
a share in 2015, up from an 
estimated $3.24 this year. 
What’s more, Delta has “the 
most flexibility to take out 
capacity if demand disap-
points or fuel spikes higher,” 
he says. At $37, the stock 
sells for 10 times estimated 
year-ahead earnings (all 
prices are through July 31).

Dallas-based SOUTHWEST 
is the top pick of analyst 
Helane Becker, of Cowen 
& Co. “The outlook remains 
quite strong, especially on 
the cost side,” she says. The 
carrier is also expanding 
in select markets: It’s now 

Airline Stocks Keep Climbing
Profits soar as carriers continue to raise fares and fees. BY TOM PETRUNO

STOCKS » 

THERE’S AN OLD WALL STREET 
joke about how to end up 
with $1 million worth of 
airline stocks: Start with 
$10 million. But over the 
past two years, the joke has 
been on investors who have 
stayed away from this peren-
nially troubled industry. So 
far this year alone, the Dow 
Jones U.S. Airline index has 
climbed 34%. The stock of 
American Airlines Group 
(symbol AAL) has soared 
54%, Southwest Airlines 
(LUV) has gained 51%, and 
Spirit Airlines (SAVE) has 
risen 44%.

The industry’s sudden 
appeal is a direct result of 
its long stretch of misery. 
A wave of bankrupt cies and 
mergers over the past few 
decades has left the domes-
tic market with a handful 
of big players. Reduced com-
petition amid rising demand 
for seats has given the sur-
vivors a greater ability to 
raise fares—and to impose 
an array of annoying fees.

In 2000, nine airlines 
controlled about 80% of 
the U.S. market. Today, just 
four companies control 
about the same percentage: 
American, Delta Air Lines 
(DAL), Southwest and 
United Continental (UAL).

The industry’s improving 
fortunes were evident in 
second-quarter results. For 
example, Southwest’s earn-
ings rocketed 108% from the 

flying to the Caribbean, 
its first international flights. 
At $28, the stock sells for 
15 times estimated year-
ahead earnings. With prof-
its expected to rise 55% 
this year and 16% in 2015, 
the shares look reasonably 
priced. One note of caution: 
The company faces tough 
contract talks with its 
unions.

ALASKA AIR GROUP (ALK) 
faces increasing competitive 
pressures in its Seattle 
hub from Delta’s expansion 
there. But Raymond James’s 
Syth thinks Alaska is a rela-
tive bargain with the stock 
trading at $44, or 11 times 
estimated year-ahead earn-
ings. Alaska has “a history 
of using its strong balance 
sheet and market position 
to successfully compete 
against larger, well-funded 
competitors,” Syth says. ■

■ PROFITS AT 
SOUTHWEST 
AIRLINES ARE
ON THE RISE. 
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For value 
investors, 
suffering 
through 
what we 
hope are 
temporary 
setbacks is 
just part of 
the game.

 “ 

KATHY KRISTOF > Practical Investing

Why I Invested in Nu Skin

KATHY KRISTOF IS A CONTRIBUTING EDITOR TO KIPLINGER’S PERSONAL 
FINANCE AND AUTHOR OF THE BOOK INVESTING 101. 

O 
uch! I was prepared for some vola-
tility when I invested in a skin-care 
company that relies on direct sell-
ing. But I really didn’t expect to 

get skinned alive so soon after I bought 
the stock. For those of us who consider 
ourselves value investors, however, suffer-
ing through what we hope are temporary 
setbacks is just part of the game.

Perhaps I should back up and explain. 
In mid July, I bought 148 shares of NU SKIN 

ENTERPRISES (SYMBOL NUS), which sells skin 
creams and other anti-aging products. At 
$67.80, the stock had already been cut in 
half since the start of the year and was 
selling at 11 times projected year-ahead 
earnings. The shares looked cheap. Unfor-
tunately, they got much cheaper, falling 
to as low as $43.50 after Nu Skin reported 
disappointing second-quarter results. 
The stock closed at $48 on August 7.

Nu Skin, based in Provo, Utah, uses multi-
level marketing to move its products. Like 
Herbalife (HLF), which uses a nearly iden-
tical business model, Nu Skin has suffered 
through and survived numerous investiga-
tions into its sales practices. 

The most recent inquiry was conducted 
by the government of China, where Nu Skin 
derived $1.4 billion in revenue (43% of total 
sales) last year. The investigation caused 
Nu Skin to halt sales and recruiting efforts 
in China for several months. However, ana-
lysts apparently underestimated the extent 
of the damage. When they saw the latest 
financial results, they started rapidly cut-
ting their earnings estimates. But the share 
price has fallen far more precipitously than 
those estimates, and Nu Skin now sells for 
just 9 times projected year-ahead profits. 
Granted, estimates may come down more, 
but the stock still looks awfully cheap.

Sure, I wish I’d bought at $43.50. But 
I don’t mind buying into companies that 
have been severely punished for a tempo-
rary earnings shortfall. Would I buy it to-
day at $48? Probably. So I’m going to sit still 

and hope that all of the bad news is out. 
China, alas, is not the only issue weigh-

ing on Nu Skin’s stock. The shares are 
apparently feeling the fallout from the 
long-running battle between Herbalife 
and hedge fund manager Bill Ackman, who 
claims that the weight-loss and nutrition-
supplement company is a Ponzi scheme. 
Ackman’s fund sold short $1 billion worth 
of Herbalife shares last year, betting that 
they would lose value. Regardless of 
whether Ackman is right or wrong, the 
sales practices he criticizes are common to 
most of the multilevel marketing industry.

Multilevel marketing companies can be 
dicey prospects because they usually in-
volve selling products to salespeople, who 
use the products in demonstrations to sell 
more products to their friends. Salespeople 
also recruit other salespeople, who also buy 
the products. If a company’s products are 
stale, ineffective or simply unpopular, sales 
are limited to the company’s own sales-
people. Without new customers, a multi-
level marketer collapses. 

Right focus. I don’t think either Nu Skin or 
Herbalife is on the verge of collapse. Before 
Nu Skin’s China-related stumble, both out-
fits had been enjoying strong revenue and 
earnings increases. It’s hard to pull off 
those kinds of numbers for long stretches 
(both companies are more than 30 years 
old) through a Ponzi scheme unless you’re 
completely cooking the books. That seems 
unlikely in these instances. And although 
I think Herbalife, at $50, is also a bargain, 
I prefer Nu Skin because of its focus on 
anti-aging products, which resonates with 
me and my baby boomer friends as we try 
to convince the world that we’re still in our 
thirties. Unfortunately, the stock itself is 
doing little for my youthful appearance; 
its recent drop has already given me a few 
new gray hairs. ■



36

KIPLINGER’S PERSONAL FINANCE    10/2014

INVESTING»

IS
TO

C
K

P
H

O
TO

.C
O

M

scarce, and many supposedly unbiased 
reports are actually written by paid 
promoters. The SEC doesn’t list en-

forcement actions based on market 
capitalization, but the agency has 
shut down hundreds of suspi-
cious stocks in the past year. 

Of course, plenty of legitimate 
outfits with tiny share prices—
so-called micro caps—eventu-
ally grow into bigger concerns 

and reward shareholders. On 
average, about 50 firms graduate 

to larger exchanges each year, says 
Cromwell Coulson, CEO of OTC 

Markets Group. He says his exchange 
tries to curb fraud by making financial 
information more readily available 
and by adding a skull-and-crossbones 
warning to a company’s listing when 
the exchange learns that the stock is 
the subject of an e-mail campaign.

But the warnings often come too late 
for individual investors such as Allen. 
The best way to avoid penny stock 
scams is to do independent research, 
says Ken Springer, a former FBI agent 
who conducts investigations for insti-
tutional investors. 

Start by visiting the SEC’s Web site 
at www.sec.gov. Look at a company’s 
10-K annual report, 10-Q quarterly 
reports and Form 8-K filings, in which 
companies report “material” events. 
Checking out promoters can be tougher, 
but some telltale signs are readily avail-
able. For example, disclosures on the 
Web sites of Investor-Edge and Analysts 
Review revealed that they had received 
payments from Vapor Hub. Says Allen: 
“I’ve been torturing myself over this. 
It’s not that I didn’t know the right 
questions to ask. It’s that I invested 
before I asked the questions.” ■

PAUL ALLEN UNDERSTANDS ALL TOO WELL 
the pitfalls of purchasing penny 
stocks. Last spring, Allen, a 
65-year-old retiree from Boston, 
invested in Vapor Hub Interna-
tional (symbol VHUB) after 
receiving a flood of e-mails 
suggesting that shares of the 
e-cigarette company were 
about to take off. He quickly 
lost 80% of his investment.

Allen won’t be the last in-
vestor to suffer such a fate. 
The possibility that a stock will 
soar from a few pennies a share 
to a few dollars, or more, is too 
tempting to ignore, even if the poten-
tial for fraud is great.

Consider how investors got sucked 
into a company called Cynk Technol-
ogy (CYNK). Cynk, which had no rev-
enues and just one employee, briefly 
enjoyed a market value of more than 
$6 billion, thanks to a promotional 
blitz that started in June and sent the 
shares soaring from 6 cents to nearly 
$22 in just a few weeks. The Securities 
and Exchange Commission ended the 
party by suspending trading in the 
stock on July 11. When the SEC lifted 
the suspension on July 25, the stock 
sank 96% in two days.

Encouraged by a bull market and 
the exorbitant prices companies are 
paying to buy start-ups, more and more 
people are hoping to make a killing 
with penny stocks. According to OTC 
Markets Group, where many tiny com-
panies trade, some $26 billion in penny 
stock shares changed hands in 2013, up 
46% from the previous year’s volume.

The apparent manipulation of Vapor 
Hub’s stock was typical. Vapor Hub 
operates two retail shops in the Los 

The Perils of Penny Stocks
Stay away from these high-risk investments. They could eat you alive. BY KATHY KRISTOF

STOCKS » 

»

Angeles suburbs where you can try 
different e-cigarette flavors. Accord-
ing to its March 31 financial statements, 
the company lost $6,048 in its first 
nine months of operation. And its sur-
vival depends on its ability to raise 
more capital—a prospect so uncertain 
the firm said its ability to stay in busi-
ness was in doubt.

But in April, two newsletters, Analysts 
Review and Investor-Edge, received 
$65,000 to promote Vapor Hub and 
began sending out rapid-fire e-mails 
about their top pick in the e-cigarette 
sector. The shares doubled in a matter 
of days, convincing Allen he needed to 
act fast. The stock, which hit 87 cents in 
early April, closed at 11 cents on July 31. 

Fraud risk. The SEC, which defines penny 
stocks as those that trade for less than 
$5 per share, says this market is unusu-
ally vulnerable to fraud for a variety of 
reasons: Few seasoned analysts follow 
penny stocks, financial information is 

»
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A reader named Bill just e-mailed 
me to ask if he should dump some 
holdings. “I’m worried about all the 
things going on in the Middle East, 

Russia and Israel,” he wrote. Beyond his 
general concern, he specifically asked 
whether he should retain his positions in 
Occidental Petroleum (symbol OXY) and 
Dodge & Cox Income (DODIX).

In truth, Bill, if I could choose two ideas 
that would benefit from global turmoil, I 
might pick this tandem. Oxy is a huge pro-
ducer of energy in California, North Dakota 
and Texas. Its minor Middle East operations 
are mainly in relatively quiet Qatar and 
Oman. Oxy is also a primo dividend raiser. 
Dodge & Cox Income is a superb intermedi-
ate-maturity bond fund. It holds mostly 
Treasuries and investment-grade U.S. cor-
porate bonds that are likely to benefit from 
America’s safe-haven status and strong 
demand for high-quality bonds of all sorts.

Growing nervousness. Bill’s questions clearly 
reflect a high level of anxiety that isn’t lim-
ited to individual investors. The investing 
climate is marked by an “uncomfortable 
and eerie calm,” says Putnam Investments’ 
Jason Vaillancourt. “Welcome to Voli-
wood,” writes Bank of America strategist 
Michael Hartnett, suggesting that more 
volatility is on the way. The Bank of Inter-
national Settlements, an organization of 
world central bankers, writes: “It is hard 
to avoid the sense of a puzzling disconnect 
between the markets’ buoyancy and under-
lying economic developments globally.”

A lot of smart people think the recent 
calm in both the stock and bond markets is 
about to give way to turbulence. Their cur-
rent red meat includes the massive amount 
of outstanding U.S. debt, the budgetary 
woes of Detroit and Puerto Rico, turmoil 
in the Middle East and along the Russia-
Ukraine border, fears of a collapse in Chi-
nese real estate, an Argentine bond default, 
and supposedly irresponsible U.S. and 

European monetary policy that will end 
badly because.. .well, just because.

I beg to disagree. I see three distinct 
reasons why all this nervousness is unwar-
ranted. One, the global and U.S. economies 
aren’t as feeble as many of the scarier head-
lines proclaim. Two, market calamities are 
usually precipitated by tangible economic 
or financial disasters—think of the serial 
bank failures of 2008 and the quadrupling 
of oil prices in the 1970s that led to double-
digit inflation. No such disaster seems to 
be in the cards today. Finally, the countries 
now waging war or in financial peril, in-
cluding Russia, represent a relatively small 
part of world economic output. 

If the state of the world makes you ner-
vous, go ahead and take some profits off the 
table. If you haven’t rebalanced your port-
folio lately, don’t tarry. Because of the stock 
market’s strong performance over the past 
5½ years, you may have more in stocks 
than you intended. I am growing wary of 
the junkiest junk bonds (and funds that own 
them) because the amount of extra yield 
over Treasury bonds they offer doesn’t 
seem enough to justify the greater risks of 
investing in them. That said, the economy 
is expanding, banks are sound, foreigners 
are scarfing up Treasury bonds, and yield-
oriented energy and real estate investments 
keep boosting dividends. 

For moral support, I shared my thinking 
with USAA’s chief investment officer, Matt 
Freund. A voice of reason, he beseeches 
investors to cull real news from noise, to 
understand that “headlines are designed 
to be provocative” and that sometimes 
“disruptions present opportunities.” If you 
trade on the headlines, Freund adds, “you 
have to be right twice,” meaning that you 
have to know both when to sell and what 
to sell. Investors, says Freund, should not 
pretend to be political analysts or foreign-
policy strategists. I couldn’t agree more. ■

Ignore the Doomsayers
JEFFREY R. KOSNETT > Cash in Hand

JEFF KOSNETT IS A SENIOR EDITOR AT KIPLINGER’S PERSONAL FINANCE.

 “The global 
and U.S. 
economies 
aren’t as 
feeble as many 
of the scarier 
headlines 
proclaim.”
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A Flawed View of Capitalism

 T
homas Piketty’s book Capital in the 
Twenty-First Century, which exam-
ines the long-term changes in the 
distribution of income, has become 

an unexpected best seller in the U.S. Pik-
etty concludes that the rich have become 
wealthier at the expense of the poor, and he 
claims that basic forces in a capitalist econ-
omy are the cause. He advocates a global 
“wealth tax” to redress the inequalities 
that he asserts undermine all democracies.  

There has been much criticism of Piketty’s 
data. But what most disturbs me are the 
weak and fallacious assumptions that form 
the foundation of his analysis. 

The “fundamental laws of capitalism” 
that he describes in the first and fifth chap-
ters are cases in point. Fundamental laws 
are important principles that govern the 
natural world, such as the laws of motion 
and gravity described by Isaac Newton. But 
Piketty’s laws provide no such revelations.

For example, his first fundamental law is 
expressed as an equation which states that 
the share of national income that’s derived 
from capital—such as stocks, bonds and 
real estate—is equal to the rate of return on 
capital times capital divided by income. But 
that equation is not a fundamental law at 
all! It is a definition that holds for all coun-
tries at all times. Piketty actually admits as 
much, but nonetheless considers a defini-
tion critical to understanding the dynamic 
forces of capitalism.

The same can be said of his second fun-
damental law, which relates the amount of 
capital to the level of saving where there is 
a constant ratio of capital to income. I fail 
to see what, if anything, either of these two 
“laws” says about the distribution of in-
come. Most distressingly, neither law has 
anything to do with capitalism. Capitalism 
is an economic and political system in 
which a country’s trade and industry are 
controlled by private owners who seek 
profit. But Piketty’s equations apply 
whether the economy is capitalist, socialist, 
communist or fascist. His equations are 

based on definitions of capital, output and 
growth that are true in all economies and 
have nothing at all to do with capitalism. 

 
Questionable framework. Equally disturbing is 
Piketty’s identification of the “fundamental 
force” that causes the widening of income 
distribution. He claims that inequality is 
rising because the rate of return on capital 
is greater than the growth rate of the econ-
omy. When the return on capital exceeds 
growth, he says, then “it logically follows 
that inherited wealth grows faster than 
output or income.”

But this statement is absolutely wrong. 
Wealth grows faster than income only if 
investors consume little or none of their 
return on capital, and that is contradicted 
by historical data. When I wrote the first 
edition of Stocks for the Long Run in 1994, I 
determined that the average real long-term 
return on stocks was 6.7% per year, more 
than twice the real growth of the economy. 
But that doesn’t mean that the value of 
stocks grows faster than output; after all, 
investors consume part of the dividends 
and capital gains they receive. In fact, sub-
stantial evidence shows that the value of 
stocks (and other capital) grows over time 
at about the same rate as the real economy. 

In his “laws,” Piketty assumes that the 
ratio of capital to income remains constant. 
If that’s the case, then investors whose 
wealth rises relative to income are bal-
anced by those whose wealth falls. He ig-
nores the many fortunes that are dissipated 
by the profligate spending of heirs and the 
large sums that are given away to charity.  

Piketty’s conceptual framework is so 
flawed that we should have little confi-
dence in his sweeping conclusions. The dis-
tribution of wealth is indeed a valid subject 
for study. But Capital in the Twenty-First 
Century does nothing to advance our 
understanding of income inequality. ■

JEREMY J. SIEGEL > Going Long

COLUMNIST JEREMY J. SIEGEL IS A PROFESSOR AT THE UNIVER-
SITY OF PENNSYLVANIA’S WHARTON SCHOOL AND THE AUTHOR 
OF STOCKS FOR THE LONG RUN AND THE FUTURE FOR INVESTORS.

“Piketty’s 
conceptual 
framework 
is so flawed 
that we 
should 
have little 
confidence in 
his sweeping 
conclusions.”

INVESTING»
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and one of the fund’s few 
holdings that doesn’t have 
a direct connection to the 
upper Midwest. 

Another drag has been 
Target, a longtime holding. 
The Minneapolis-based 
discount retailer has been 
under fire since a security 
breach last Christmas. And 
a lackluster launch into 
Canada in 2013 didn’t help. 
(Canadian store prices were 
slightly higher than those in 
the U.S., annoying Canadian 
shoppers.) The stock, once 
one of the fund’s 10 biggest 
holdings, has surrendered 
14% over the past 12 months. 
Even so, says Frels, he and 
Henne man have added 
“a little” to the portfolio. 
“We’re convinced that Tar-
get can weather this storm,” 
he says. NELLIE S. HUANG

REACH YOUR GOALS: TO SEE PORTFOLIOS 
USING THESE FUNDS, GO TO KIPLINGER
.COM/LINKS/PORTFOLIOS.

any size, but more than half 
of its 48 holdings are con-
sidered large companies. 

Over the past 12 months, 
Growth has lagged Stan-
dard & Poor’s 500-stock 
index by nearly four per-
centage points. The culprit: 
About one-third of the 
fund’s assets are in indus-
trial stocks, such as 3M and 
Pentair, a water-treatment 
firm. The fund’s 16% stake 
in small-company stocks, 
some of them industrials, 
also hurt. 

But the fund’s big stake in 
industrial stocks helped it 
produce an impressive 36% 
gain in 2013. Henneman 
sold some of the fund’s big 
winners late last year and 
plowed the proceeds into 
what he thought were 
“more compelling” stocks. 
One such company was 
Schlumberger, the Houston-
based global energy giant 

year ago, Mark Henneman, 
a co-manager since 2006, 
took over as head honcho. 
“Mark’s calling most of the 
shots now,” says Frels.

Henneman says share-
holders needn’t worry. 
“Like Bill, I’m a long-term, 
buy-and-hold investor,” he 
says. The fund focuses on 
growing companies with 
solid financial underpin-
nings and a durable compet-
itive advantage. Examples 
include health care giant 
Johnson & Johnson and 
paint maker Valspar. The 
fund can invest in firms of 

SOME PLACES ARE RESISTANT 
to change. Since 1980, MAIRS 

& POWER GROWTH has invested 
mostly in companies based 
in or near its St. Paul, Minn., 
headquarters. And once a 
stock enters the portfolio, it 
tends to stay for a long time, 
sometimes for decades. But 
one change is coming: After 
15 years with the fund, co-
manager Bill Frels is bow-
ing out at the end of 2014 
because of the firm’s policy 
requiring mandatory retire-
ment once an employee 
reaches age 75. The transi-
tion has already begun: A 

Mairs & Power Growth 
Fund Stays on Target

●● THE KIPLINGER 25 UPDATE

Through July 31.  *Three-, five- and ten-year returns are annualized.  §Date of issue.  —Not available; fund not in existence for the entire period.  †Small-company U.S. stocks.  #Foreign stocks.  ‡Tracks high-grade U.S. bonds.   SOURCE: © 2014 Morningstar Inc.

Specialized/
Go-Anywhere Funds Symbol

  Total return* Added to
  Kip 25§1 yr. 3 yrs.  5 yrs.  10 yrs.

FPA Crescent FPACX 12.2% 11.9% 12.5% 8.8% Oct. 2008

Merger MERFX 4.7 3.2 3.6 3.9 June 2007

Bond Funds Symbol
  Total return* Added to

  Kip 25§1 yr.  3 yrs.  5 yrs.  10 yrs.

DoubleLine Total Return N DLTNX 4.8% 5.3% — — May 2011

Fidelity Intermed Muni Inc FLTMX 5.6 3.9 4.3% 4.2% May 2004

Fidelity New Markets Income FNMIX 11.0 7.9 10.5 10.0 May 2012

Fidelity Total Bond FTBFX 5.0 4.0 6.1 5.4 May 2014

Met West Unconstrained Bd M MWCRX 5.4 — — — May 2013

Osterweis Strategic Income OSTIX 5.2 6.1 8.1 7.0 May 2013

Vanguard Sh-Tm Inv-Grade VFSTX 2.6 2.2 3.6 3.7 May 2010

Indexes
  Total return*

1 yr. 3 yrs.  5 yrs.  10 yrs.

S&P 500-STOCK INDEX 16.9% 16.8% 16.8% 8.0%

RUSSELL 2000 INDEX† 8.6 13.6 16.6 8.8

MSCI EAFE INDEX# 15.6 8.5 9.9 7.6

MSCI EMERGING MARKETS INDEX 15.7 0.7 7.7 12.7

BARCLAYS AGGREGATE BOND INDEX‡ 4.0 3.0 4.5 4.8

U.S. Stock Funds Symbol
  Total return* Added to

  Kip 25§1 yr. 3 yrs.  5 yrs.  10 yrs.

Akre Focus Retail AKREX 16.6% 22.1% — — Dec. 2009

Artisan Value ARTLX 19.2 14.7 15.8% — May 2012

Baron Small Cap Retail BSCFX 10.6 12.4 17.1 9.5% Dec. 2007

Davenport Equity Opps DEOPX 15.3 17.4 — — May 2014

Dodge & Cox Stock DODGX 20.3 19.5 17.8 8.3 May 2008

Fidelity New Millennium FMILX 17.4 16.9 18.4 10.8 May 2014

Homestead Small Co Stock HSCSX 7.2 15.0 20.1 11.4 May 2012

Mairs & Power Growth MPGFX 12.0 19.0 17.2 8.8 Jan. 2013

Parnassus Mid Cap PARMX 14.1 15.2 17.8 — Aug. 2014

T. Rowe Price Sm-Cap Value PRSVX 8.0 13.4 16.2 9.7 May 2009

Vanguard Dividend Growth VDIGX 12.5 15.9 15.7 9.2 May 2010

Vanguard Selected Value VASVX 17.9 18.6 19.1 10.6 May 2005

International 
Stock Funds Symbol

  Total return* Added to
  Kip 25§1 yr.  3 yrs.  5 yrs.  10 yrs.

Cambiar Intl Equity CAMIX 9.1% 7.7% 11.3% 7.3% May 2014

Dodge & Cox Intl Stock DODFX 21.0 11.1 12.2 9.7 May 2005

Harding Loevner Emrg Mkts HLEMX 16.2 5.0 9.7 12.9 May 2013

Matthews Asian Gro & Inc Inv MACSX 8.2 7.6 10.7 11.5 Aug. 2013
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highest reported in 100 Highest Yields® for 1st quarter 2014.                                                                                                                 
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EXPLANATION OF TERMS
Total return assumes reinvestment of all dividends 
and capital gains; three- and five-year returns are 
annualized. Returns reflect ongoing expenses but 
not sales charges. 

Maximum sales charge A figure without a footnote 
means the commission is deducted from the money 
you send to the fund. A figure with an r is the max-
imum redemption fee charged when you sell shares. 
Funds that charge both sales and redemption fees 
are footnoted with an s next to the front-end load. 

Expense ratio is the percentage of assets claimed 
annually for operating a fund.

Going 
Against 
the Crowd
This contrarian looks for 
undervalued companies that 
are changing for the better.

DAN KOZLOWSKI SAYS THE APPROACH 
suggested by his fund’s name, 
JANUS CONTRARIAN, means “pushin g 
aside the hot stock du jour bantered 
about on CNBC” and turning toward 
less-appreciated segments of the mar-
ket. His bets on turnarounds—such 
as Canadian Pacific Railway, which is 
being revitalized by a chief executive 
who came on board in 2012—have paid 
off. Since Kozlowski took over as 
manager in mid 2011, Contrarian has 
returned 16.4% annualized, beating 
its peers (funds that invest in large 
companies with a blend of growth 
and value attributes) by an average 
of 3.0 percentage points per year. 

Kozlowski zeros in on firms with 
clean balance sheets and strong cash 
flow that are on the cusp of positive 
change, such as a shake-up in manage-
ment, a spinoff or a merger. But he 
doesn’t buy at just any price. He values 
stocks based on what he thinks a com-
pany will be worth in 20 to 30 months, 
creating best- and worst-case scenar-
ios. If a stock trades close to his worst-
case estimate, he buys. That way, if 
he’s wrong and the company’s rebound 
doesn’t pan out, there’s less to lose. 
If, by contrast, Kozlowski is right, the 
stock typically soars. He’s disciplined 
about selling, too: When a stock hits 
his price target, he pulls the trigger. 

Although Morningstar calls Con-
trarian a large-company fund, about 
half of its assets are in small and mid-
size firms. Many, Kozlowski says, are 
“ripe for takeovers.” MIRIAM CROSS 

FUND SPOTLIGHT

RETURNS FOR 
THOUSANDS OF 
FUNDS ONLINE
Use our Mutual Fund Finder 
to get the latest data and see 
the top performers over one-, 
three- and five-year periods. 
Research a specific fund, or 
compare multiple funds based 
on style, performance and 
cost. And view details including 
volatility rank and turnover 
rate. To use this tool, go to 
kiplinger.com/tools/fundfinder.

●●  Kiplinger.com

20 LARGEST STOCK MUTUAL FUNDS  Ranked by size

Rank/Name Symbol 1 yr. 3 yrs. 5 yrs.
 Assets†† 

(in billions)

Max.
sales

charge
Toll-free 
number

Total return 
  through July 31**

LARGE-BLEND FUNDS   Ranked by one-year returns

Rank/Name Symbol 1 yr. 3 yrs. 5 yrs.

Max. 
sales 

charge
Expense 

ratio
Toll-free 
number

Total return 
  through July 31**

1. Upright Growth UPUPX 28.7% 20.3% 19.9% none 2.17% 973-533-1818#

2. Saratoga Large Cap Value I@ SLCVX 28.7 18.0 17.3 none 1.25 800-807-3863

3. Nuveen Concentrated Core A@ NCADX 26.0 — — 5.75% 1.21 800-257-8787

4. Oakmark Select I OAKLX 24.6 21.3 20.3 none 1.01 800-625-6275

5. Scharf Investor LOGIX 23.4 — — none 1.25 866-572-4273

6. Janus Contrarian T@ JSVAX 23.2 18.8 14.7 none 0.77 800-525-3713

7. Leuthold Select Industries LSLTX 23.1 14.9 11.6 none 1.60 800-273-6886

8. Franklin Focused Core Equity A@ FCEQX 22.9 14.6 16.2 5.75 1.22 800-632-2301

9. Putnam Multi-Cap Core A@ PMYAX 22.7 19.7 — 5.75 1.24 800-225-1581

10. Nuveen Large Cap Core A@ NLACX 22.6 — — 5.75 1.17 800-257-8787

CATEGORY AVERAGE 15.6% 15.2% 15.4%

*Annualized for three and five years.  †For all mutual fund share classes.  #Not a toll-free number.  @Rankings exclude share classes of this fund with 
different fee structures or higher minimum initial investments.  —Not available; fund not in existence for the entire period.  MSCI EAFE index consists of 
developed foreign stock markets.   SOURCES: Morningstar Inc., Vanguard.

1. Vanguard Total Stock Market Idx Inv@ VTSMX $299.3 16.2% 16.5% 17.0% none 800-635-1511

2. Vanguard 500 Index Inv@ VFINX 157.1 16.7 16.7 16.6 none 800-635-1511

3. American Growth Fund of America A@ AGTHX 143.1 17.9 15.7 15.1 5.75% 800-421-0180

4. American EuroPacific Growth A@ AEPGX 128.1 14.6 7.0 9.1 5.75 800-421-0180

5. Vanguard Total Intl Stock Idx Inv@ VGTSX 126.7 15.1 5.8 8.6 none 800-635-1511

6. Fidelity Contrafund@ FCNTX 106.3 17.8 15.2 16.7 none 800-343-3548

7. American Capital Income Builder A@ CAIBX 96.4 11.6 10.0 10.6 5.75 800-421-0180

8. Franklin Income A@ FKINX 96.1 13.3 10.8 12.7 4.25 800-632-2301

9. American Income Fund of America A@ AMECX 95.1 12.8 12.2 13.2 5.75 800-421-0180

10. American Capital World Gro & Inc A@ CWGIX 89.4 15.7 11.8 11.9 5.75 800-421-0180

11. Vanguard Wellington@ VWELX 86.6 12.0 12.4 12.5 none 800-635-1511

12. American Balanced A@ ABALX 75.6 11.6 12.5 13.2 5.75 800-421-0180

13. Fidelity Spartan 500 Index Inv@ FUSEX 75.1 16.8 16.7 16.7 none 800-343-3548

14. American Washington Mutual A@ AWSHX 74.5 14.9 16.3 16.4 5.75 800-421-0180

15. American Invstmt Co of America A@ AIVSX 74.2 19.4 16.5 15.0 5.75 800-421-0180

16. American Fundamental Inv A@ ANCFX 70.7 16.0 14.8 15.2 5.75 800-421-0180

17. Dodge & Cox International Stock DODFX 62.8 21.0 11.1 12.2 none 800-621-3979

18. BlackRock Global Allocation A@ MDLOX 59.0 9.1 6.2 8.3 5.25 800-441-7762

19. Dodge & Cox Stock DODGX 58.4 20.3 19.5 17.8 none 800-621-3979

20. American New Perspective A@ ANWPX 57.7 13.7 11.9 13.1 5.75 800-421-0180

S&P 500-STOCK INDEX 16.9% 16.8% 16.8%

MSCI EAFE INDEX 15.6% 8.5% 9.9%



GO LONG®    
When the view goes on forever, I feel like I can too.

AARP endorses the AARP Medicare Supplement Insurance Plans, insured by UnitedHealthcare Insurance 
Company. UnitedHealthcare Insurance Company pays royalty fees to AARP for the use of its intellectual 
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How 
Much 
You 
Really 
Need to 
Retire
You may be better prepared than you think. 
We help you find out where you stand. 

BY JANE BENNETT CLARK

PHOTOGRAPHY BY ALEX MARTINEZ

PROP STYLIST: GIANA SHORTHOUSE



45

07/2014    KIPLINGER’S PERSONAL FINANCE

45

07/2014    KIPLINGER’S PERSONAL FINANCE

45

07/201444407/201444    KIPKIKIPLKIPLK PLPLPLP INININGEINGNGEEEGEING R’SR’SRR’S R’SS S S PPEPERSPEPERSERSSRSRSPEERSSPERSSONAONONONANALNAONAALALAALONALA FINFIFFININFINNNNFINNNFINNNNNNNNAAAAANANNCNCNCNCEKIPKIKIPLKIPLPLPLLINININGEINGNGEEEGEING R’SR’SRR’SR’SSSS PPEPERSPEPERSERSSRSSPEERSPERSSONAONONONNALNANAALALALON LA FINFIFFININFINNNFINNNFINNNNNNNNAAAAANNNNCNCNCE



MONEY // COVER STORY»

46

READ THE HEADLINES ABOUT ness,” he says. “You have to look under 
the covers—it’s person by person.” 

Taking a closer look is key to your 
own retirement planning. Before you 
conclude that you’ve fallen short of the 
mark or that you don’t dare spend an 
extra dime of your retirement funds 
for fear of running out, decide what 
you really need based on your own 
finances and expectations. 

●● CALIBRATE YOUR SAVING
You’ve probably already gotten the 
memo to stash 10% to 15% of your 
annual income (including any em-
ployer match) in your retirement 
account, starting with the first month 
of your career and ending with the last. 
That strategy not only lets you take 
advantage of the magic of compound-
ing (a no-brainer way to build sav-
ings), but it also encourages the habit 
of saving and keeps your contribu-
tion level in step with pay raises. 
At the end of a 40-year career, you 

should have enough in the kitty 
to see you safely through a 25- 
or 30-year retirement. 

Straightforward as the plan 
may be, however, it fails to 

acknowledge the bumps 
and potholes that inevita-

bly show up on the path 
from young adulthood 
to retirement age. Kids 
constitute a major de-
tour, says Schieber. 
“People who have a 
child are probably go-

ing to be consuming dif-
ferently and saving differ-

ently than if they don’t have 
children and don’t intend to 

have children,” he says. Other 
savings off-ramps include buying 

a house, paying off student debt 
and suffering a job loss.
How to choose between setting 

aside money for, say, college or a 
house and saving for retirement? 
“When I talk to people who say they 
are going to stop saving for retire-
ment and start saving for college, 

I suggest they adjust downward, 

retirement readiness and you’d think 
that at least half of us had forgotten to 
go to class, do our homework or study 
for one of the biggest tests of our lives. 
When exam day arrives, we’re totally 
unprepared. 

But what if it’s just a bad dream 
and we wake up to find that we are 
on track after all?

In fact, researchers are suggesting 
that assessments of Americans’ retire-
ment readiness are too dire and that 
most of us are in pretty decent shape. 
How so? Some studies underestimate 
people’s ability to catch up on saving 
after the kids are grown or overstate 
the level of income workers need to 
replace in retirement, says a report 
by Sylvester Schieber, the former 
chairman of the Social Security 
Advisory Board, and Gaobo 
Pang, of benefits consulting 
firm Towers Watson. Others 
neglect to factor in resources 
outside of employer-based 
retirement plans, such as 
IRAs and home equity, 
or the relatively high 
benefits that Social 
Security pays low-
wage earners. 

Part of the dis-
connect is that retire-
ment benchmarks are 
created for large segments 
of the workforce rather than 
individuals, says Schieber. “If 
you’re designing a plan that’s 
trying to cover 10,000 people or 
even 1,000 people, you’re going to 
have to make some assumptions 
about how they behave. But every 
household’s circumstances are differ-
ent.” Families whose situations 
don’t fit the assumptions, he says, 
“can’t rely on that rule of thumb 
for a road map to success.” 

No one disputes that some por-
tion of the population—maybe 
20%—will arrive at retirement 
vastly unprepared. “Those are 

households with lower wages and 
lower levels of education who have 
struggled with basic savings skills, or 
people who have suffered terrible eco-
nomic hardships,” says Stephen Utkus, 
director of the Vanguard Center for 
Retirement Research. But overall, the 
black-and-white, ready-or-not assess-
ments of past years have given way to 
“a more nuanced view of prepared-



not stop,” says Utkus. Easing up on 
retirement savings for a few years 
shouldn’t slow you down too much if 
you’ve fueled your accounts early on. 

Eventually, kids grow up, mortgages 
get paid off, and income rises. By the 
time you’re in your mid fifties, you 
may be able to free up 20% or more 
of your annual income for retirement 
savings. And once you hit 50, you can 
make an annual catch-up contribution 
of $5,500 to your 401(k) in addition to 
your maximum annual contribution 
($17,500). You can also add $1,000 to 
your IRA on top of the annual max of 
$5,500.

Still, keep in mind that a late-life 
crisis, such as a health problem or 
forced retirement, could affect or even 
destroy your ability to recoup. Letting 
your savings grow over time remains 
the recipe for retirement readiness, 
says Thomas Duffy, a certified finan-
cial planner in Shrewsbury, N.J. 
“When you make tomato sauce, you 
have to let it simmer. Money’s the 
same way.”

●● ASSESS YOUR TARGET
Retirement planners generally recom-
mend that you have enough savings at 
the end of your working life to replace 
70% to 85% of preretirement income. 
The targets take into account that 
you’ll no longer be saving for retire-
ment, getting dinged for payroll taxes 
or covering work-related expenses, 
such as commuting costs. To get you 
to an 85% replacement ratio, Fidelity 
recommends that you save eight times 
your final salary, minus Social Secu-
rity and any pensions. 

Some planners go further, suggest-
ing that you aim to replace 100% of 
your preretirement income, on the 
theory that what you’ll save in some 
categories, you’ll spend in others. 
“Even if you’re not paying payroll 
taxes, that cost will likely be offset 
by a new hobby or travel. Or if you’re 
staying at home more, you’ll want to 
remodel. There always seems to be 
something,” says Leslie Thompson, a 
managing principal at Spectrum Man-
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* KipTip

Consider the Tax Tab
ONE OF THE BIGGEST MISTAKES RETIREES MAKE WHEN CALCULATING THEIR LIVING 
expenses is forgetting how big a bite state and federal taxes can take out of savings. 
And how you tap your accounts can make a big difference in what you ultimately pay to 
Uncle Sam.

Conventional wisdom has long held that you should tap taxable accounts first, fol-
lowed by tax-deferred retirement accounts and then your Roth. This strategy makes 
sense for many retirees, but be careful if you have a lot of money in a traditional IRA or 
401(k). When you turn 70½, you’ll have to take required minimum distributions (RMDs) 
from the accounts. If the accounts grow too large, mandatory withdrawals could push 
you into a higher tax bracket. To avoid this problem, you may want to take withdrawals 
from tax-deferred accounts earlier. 

Here’s how retirement assets are taxed.

Tax-deferred accounts. Prepare to feel pain. Withdrawals from traditional IRAs and 
your 401(k) will be taxed as ordinary income, which means at your top tax bracket. 

Taxable accounts. Profits from the sale of investments, such as stocks, bonds, mutual 
funds and real estate, are taxed at capital-gains rates, which vary depending on how 
long you’ve owned the investments. Long-term capital-gains rates, which apply to 
assets you have held longer than a year, can be quite favorable: If you’re in the 10% or 
15% tax bracket, you’ll pay 0% on those gains. Most other taxpayers pay 15% on long-
term gains. Short-term capital gains are taxed at your ordinary income tax rate.

Interest on savings accounts and CDs and dividends paid by your money market 
mutual funds is taxed at your ordinary income rate. Interest from municipal bonds is tax-
free at the federal level.

Roth IRAs. Give yourself a high five if your retirement portfolio includes one of these 
accounts. As long as the Roth has been open for at least five years and you’re 59½ or 
older, all withdrawals are tax-free. In addition, you don’t have to take RMDs from your 
Roth when you turn 70½.

  
Social Security. Many retirees are surprised—and dismayed—to discover that a portion 
of their Social Security benefits could be taxable. Whether or not you’re taxed depends 
on what’s known as your provisional income: your adjusted gross income plus any tax-
free interest plus 50% of your benefits. If provisional income is between $25,000 and 
$34,000 if you’re single, or between $32,000 and $44,000 if you’re married, up to 50% 
of your benefits is taxable. If it exceeds $34,000 if you’re single or $44,000 if you’re mar-
ried, up to 85% of your benefits is taxable. 

Pensions. Payments from private and government pensions are usually taxable at your 
ordinary income rate, assuming you made no after-tax contributions to the plan.

Annuities. If you purchased an annuity that provides income in retirement, the portion 
of the payment that represents your principal is tax-free; the rest is taxable. The insur-
ance company that sold you the annuity is required to tell you what is taxable. Different 
rules apply if you bought the annuity with pretax funds (such as from a traditional IRA). 
In that case, 100% of your payment will be taxed as ordinary income.  SANDRA BLOCK
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agement Group in Indianapolis, which 
advises clients on retirement planning. 

But maybe your hobby involves 
reading by the fire, not skiing in Vail. 
Or maybe your mortgage will be paid 
off, or you’ll move to an area where 
the cost of living is much lower than 
where you are now. Given that your 
biggest spending years are when 
you’re raising kids, you might get 
along just fine with 60% of your prere-
tirement income. A recent survey by 
T. Rowe Price showed that three years 
into retirement, respondents were 
living on 66% of their preretirement 
income, on average, and most reported 
that they were living as well as or bet-
ter than when they were working. If 
you scrimp to meet a benchmark de-
signed for somebody else, “you could 
be over-saving now and shorting your 
current lifestyle,” says Duffy. 

Then there’s a retirement asset you 
are likely to have in abundance: time. 
Maureen McLeod of Lake 
Como, Pa., retired last 
year from her job as a 
professor at Common-
wealth Medical Col-
lege, in Scranton. 
Now, she says, 
“my husband 

and 
I don’t 

eat out as 
much, by 

choice. At the 
grocery store, I shop 

around a little more and 
compare prices, so I’m 

spending less on food. We’re 
not so rushed.” The fresh su-

shi she routinely picked up dur-
ing the workweek? She buys it 
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once a week, on senior discount day. 
McLeod’s experience echoes re-

search done by Erik Hurst, of the Uni-
versity of Chicago, and Mark Aguiar, 
of Princeton University. They 
report that people save on food 
costs in retirement not because 
they are eating less or buying 
hamburger instead of steak 
but because they have 
more time to com-
pare prices and 
prepare meals. 
The time payoff 
extends to other 
activities, such 
as shopping for 
travel bar-
gains or 
taking on 
house-
hold 

chores you might once 
have paid someone else to do. 

●● CRUNCH YOUR OWN NUMBERS
To get a handle on how you’ll spend 
your time and money in retirement, 
make a detailed analysis of what 
your expenses are now, says David 
Giegerich, a managing partner of 
Paradigm Wealth Management, in 
Bridgewater, N.J. He recommends 
starting the process about five years 
before you turn in your office keys. 
“In the first two years, don’t try to 
clip coupons, and don’t stop going 
out to dinner,” he says. “Live your 
life so you can get a realistic picture 
of what you’re really spending.”

Among the obvious expenses: hous-
ing, utilities, food, gas, clothing and 
entertainment. The not-so-obvious? 

“Even if you retire your mort-
gage, you still have to pay 

property taxes and home-
owners insurance,” says 
Thompson. Other off-the-

radar expenses include 
annual payments for 
insurance premiums 
and future big outlays 
for, say, a new car or 

a major trip. “People 
say, ‘This is a one-
time-only thing.’ 
But there tend 
to be a lot of one-
time-only things,” 

says Thompson. 
Inflation is a factor 

you can’t ignore. It 
eats away at what you’ve 

set aside to cover expenses. 
Says Duffy: “I take a trip to 
Colorado once a year to ski. 

That’s probably $2,000 for 
a seven-day trip in 2014. 

How much will it cost 15 
years from now after inflation?” 

(Answer: $3,116, based on an annual 
3% inflation rate.) You can estimate 

the impact of inflation on your own 
expenses by using the calculator at 
www.buyupside.com. 

Once you’ve assessed current and 
future expenses, add up all your 
sources of future income. Social Secu-
rity, based on your top 35 years of earn-
ings, will be a significant piece of the 
pie, more so for low earners than for 
high earners. It replaces 56% of income 
for those at the low end of the wage 
scale and 28% for those at the high 
end. (For an estimate of your Social 
Security benefit, go to www.ssa.gov 
and click on “Retirement Estimator.”) 

Include in your calculation any 
defined-benefit pensions you’ve accu-
mulated, as well as other sources of in-
come—say, from rental property or an 
annuity. Then match total household 
expenses with total income. “In most 
cases, there’s a deficit,” says Ken 



cancer, can mean that you’ll pay much 
more than the average out-of-pocket 
amount over your lifetime. Ironically, 
robust health exacts its own price. 
“Some people think, I’m healthier than 
average, so maybe my health care costs 
will be smaller,” says Bill Hunter, di-
rector of Personal Retirement Strategy 
and Solutions at Bank of America Mer-
rill Lynch. “But the danger is, healthier 
people live longer, so they’re paying 
those premiums for a longer time.” 

Where you live also plays into your 
retirement math problem. Premiums 

$220,000 to cover out-of-pocket health 
expenses, not including the cost of 
long-term care. 

But hold the panic attack. Fidelity’s 
number represents the total a 65-year-
old retired couple might pay over their 
average life expectancy (82 for the 
man, 85 for the woman). It is not the 
amount they would need on day one 
of retirement. Most retirees with 
health coverage spend about $5,000 a 
year (or $10,000 per couple) on Medi-
care and medigap premiums and other 
out-of-pocket expenses. That’s not 
peanuts, but the cost is factored into 
your salary-replacement ratio. You 
aren’t tasked with saving an additional 
$220,000 on top of it. And health care 
expenses aren’t unique to retirement. 
You probably devote a significant part 
of your budget to those costs now. 

The first step in doing your own cost 
calculation is to review your health 
coverage. If you’ll have retiree health 
benefits from a former employer, 
you’re lucky—those benefits are 
increasingly rare. Most retirees rely 
on Medicare, including Part A for in-
patient hospitalization and Part B for 
doctor visits; many also buy Part D 
policies for prescription drugs and a 
medigap policy to fill holes in Medi-
care coverage. Dental and vision care 
are among the expenses for which 
you’ll have to buy separate insurance 
or pay out of pocket.

That’s also true of long-term care. 
Medicare covers very little of this 
expense, so if you don’t have long-
term-care insurance, consider buying 
it. Pricey and imperfect, it nonetheless 
provides some protection against one 
of the biggest potential financial 
shocks in retirement. The median 
annual rate for a private room in a 
nursing home is $87,600, according to 
the Genworth 2014 Cost of Care sur-
vey. The median annual cost for as-
sisted living is $42,000. (See “Options 
for Covering Long-Term-Care Costs,” 
at kiplinger.com/links/longterm.) 

While you’re taking stock, also con-
sider your health status and life expec-
tancy. Chronic conditions, including 
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Moraif, a certified financial planner 
and founder of Money Matters, in 
Plano, Texas. The shortfall is how 
much you’ll need to fill in from retire-
ment accounts and other savings.

The beauty of this exercise is that 
it gives you a chance to adjust the plan, 
or your expectations, before you quit 
your day job. Say the difference be-
tween your projected spending and 
income is $25,000 a year. Multiply 
the amount by 25 (based on a 25-year 
retirement) and you get $625,000. 
“That’s your magic number,” says 
Moraif. The return on investment 
would presumably offset inflation. If 
you’re not on course to have the money 
by the time you retire, you’ll need to 
save more or spend less in retirement. 

Or you can decide to work longer. 
Not only does that strategy allow 
you to accumulate more savings and 
shorten the time in which you’ll be tap-
ping your accounts, but it also makes it 
easier to put off taking Social Security, 
producing a bigger paycheck later. You 
get an 8% increase in benefits for each 
year you delay claiming, until you 
reach age 70. (This idea makes sense 
only if you have an average or longer 
life expectancy. If not, take your bene-
fits and enjoy.) Social Security offers 
numerous other options for maximiz-
ing benefits. (For more information on 
obtaining a customized report for your 
own benefits, go to kiplinger.social
securitysolutions.com.)

Don’t ignore the equity in your 
home as a source of income or a way 
to pay unexpected expenses. A reverse 
mortgage is one way to tap home 
equity (see the box at right).

●● ADD UP HEALTH COSTS
One expense that won’t go down 
in retirement is health care. In 2012, 
premiums and other out-of-pocket 
expenses represented 14% of house-
hold budgets for Medicare enrollees, 
according to the Kaiser Family Foun-
dation—almost three times the health 
spending of non-Medicare households. 
Fidelity estimates that a couple who 
retire at 65 will need an average of 

* Reverse Mortgages

Get Income 
From Your Home 
A REVERSE MORTGAGE ALLOWS 
anyone 62 or older to tap their equity 
and use the money to supplement in-
come or pay major health expenses—or 
for any other purpose. The loan does not 
have to be repaid until the homeowner 
dies, sells the house or moves out for at 
least 12 months. You’ll pay an upfront 
mortgage insurance premium at closing, 
plus an annual one that accrues over 
time and is payable from the proceeds 
when the home is sold. (A new rule pro-
tects spouses younger than 62; see 
“Ahead,” on page 13.)

To qualify for a home equity conver-
sion mortgage, or HECM, your house 
must be your primary residence, and 
you must pay off any current mortgage 
with funds from the reverse mortgage. 
The older you are and the higher the ap-
praised value of your home, the more 
you can borrow. You can take the money 
as a line of credit or as monthly pay-
ments, and you will pay an adjustable 
interest rate that is a bit higher than the 
rate on a one-year adjustable-rate 
mortgage. Borrowers can also take an 
HECM for Purchase, which allows them 
to buy a new home and take a reverse 
mortgage on it in a single transaction. 
They must make a down payment equal 
to about half of the home’s price; the 
rest of the cost is covered by the reverse 
mortgage and repaid when the buyer 
moves out of the house or dies.  
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to tapping their accounts. “If you 
spend only 1% of your assets a year, 
forget about visiting your grandkids—
you’re never leaving your house,” says 
Ritter. The 4% rule strikes a middle 
ground, he says. “It gives people a 
starting point.” 

That said, benchmarks designed 
to take the long view don’t turn on a 
dime based on the current investment 
climate. Retire in a bear market and 

Get FREE Personalized 
Financial Advice
Jump-Start Your Retirement Plan

Join our live chat online September 
25, 9 A.M. to 5 P.M., when planners from 
the National Association of Personal 
Financial Advisors will tackle your 
financial-planning challenges for 
free. Submit questions and read 
answers at http://live.kiplinger.com.

for policies that supplement Medicare, 
and for Medicare Part D prescription-
drug coverage, vary according to cov-
erage level, the part of the country you 
live in and the companies offering 
them. (To see the range of plans and 
costs in your area, go to the Medicare 
Plan Finder at www.medicare.gov.)

Expect to bring in a decent income 
in retirement? If your modified ad-
justed gross income was more than 
$170,000 (for married couples filing 
jointly) or $85,000 (single filers) in 
2012, this year you’d generally pay a 
monthly surcharge that raises the Part 
B premium from about $105 a month 
to as much as $336. For Part D, the 
surcharge adds up to about $70 a 
month to the premium in 2014.

●● CALCULATE WITHDRAWALS
Arriving in retirement with a big stash 
of cash presents yet another conun-
drum: How much can you withdraw 
each year without running out of 
money? Two decades ago, financial 
planner William Bengen 
addressed that question, 
running scenarios that used 
a diversified portfolio of 50% 
stocks and 50% bonds. His 
conclusion: If you withdraw 4% 
in your first year of retirement 
and take the same dollar amount, 
adjusted for inflation, every year 
thereafter, you should have money 
left in your account after 30 years. 

Many retirement planners 
still rely on that formula, not 
only because it has generally 
worked over time but also 
because it helps new retirees 
manage their wealth. “People 
say, ‘We have $1 million. We’re 
millionaires. We can spend 
whatever we want.’ The real-
ity is, if you spend 10% a year, 
you have a high likelihood of 
running out of money well before 
your nineties,” says Stuart Ritter, 
a vice-president of T. Rowe Price 
Investment Services. 

On the other side, diligent savers 
can be too conservative when it comes 

you could cripple your portfolio by 
taking that initial 4%; retire at the 
beginning of a bull run and a few 
years in you might safely bump your 
withdrawal to 5%. Retirees who are 
invested mostly in bonds might be 
better off starting with a withdrawal 
of 3% or less in this low-interest-rate 
environment. Retirees who are heavily 
in stocks should be mindful of poten-
tial corrections when they set their 
withdrawal strategy; if stock prices 
appear to be at their peak, you might 
want to take a smaller percentage to 
hedge against a future downturn. 

Rather than blindly follow any 
benchmark, use it as the basis for 
devising your own plan, says Thomp-
son, either on your own or with help. 
Betterment.com, an online investment 
service, gives its clients a tool that lets 
them tailor their withdrawal strategy 
to their goals and risk tolerance. Says 
product manager Alex Benke, “You 
can specify a lifetime horizon, and if 
you want a very high chance of suc-
cess in terms of having your money 
live as long as you do, we’ll tell you 

over that amount of time how 
much you can safely withdraw 

from your account.” Better-
ment recommends that 
clients check in on the 

plan once a year. “As the 
variables change,” says Benke, 

“the advice changes.”
What if you wake up on the 

first day of retirement and discover 
you got a few things wrong after all? 
You’ll adjust, says Utkus. A standard 
of living that substitutes weekend get-
aways for lavish trips, and dinner out 
once a week instead of twice, “may 
actually be quite satisfying. I’m 
talking about people who can meet 
basic living costs and are thinking 
about how they manage the rest 
of their budget.” 

   Also remember that no one 
strategy or formula represents 
the complete solution, says 

Giegerich. “Retirement planning 
is a blending. It’s a symphony, not 

just the horn section.” ■ 
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Open Season for Medicare 

You can generally switch Medicare Advan-
tage plans only during fall open enrollment: 
October 15 to December 7. You may switch 
to a plan with a five-star quality rating any-
time during the year, although those plans 
aren’t available in most states. Also, you can 
switch back to traditional Medicare within 
12 months of first joining a Medicare Ad-
vantage plan.

Otherwise, you must wait for open 
enrollment to switch coverage for 2015. 
Many insurers are shrinking provider 
networks, so make sure your doctors are 
included in the Medicare Advantage plans 
you’re considering. Also compare out-of-
pocket costs for your drugs; some insurers 
charge 50% of the cost of certain brand-
name drugs, and some boost costs unless 
you go to preferred pharmacies.

Or you can switch to traditional Medi-
care, which covers more doctors. But first 
make sure you can also get a medigap pol-
icy, which covers Medicare’s deductibles 
and other coverage gaps. You could be 
rejected or charged more for medigap 
because of your health if it has been more 
than six months since you first signed up 
for Medicare Part B. Some states offer 
guaranteed-issue medigap policies, which 
you can get regardless of your health. Con-
tact your State Health Insurance Assis-
tance Program (www.shiptalk.org or 
800-633-4227) or your state insurance 
department (www.naic.org) for details.

You’ll also need to buy a Medicare Part D 
policy during open enrollment for prescrip-
tion-drug coverage if you switch to tradi-
tional Medicare. See www.medicare.gov/
find-a-plan. 

I’ve had a Medicare Advantage plan 
for quite a while, but one of my favorite 
doctors just left the plan. I’d like to 
switch plans or go back to traditional 
Medicare and get a medigap policy. 
When can I switch?  

C.W., via e-mail

Student debt versus car loan. I’ve just started 
graduate school, and my grandmother plans 
to give me money to help with my expenses. 
Should I use the money to pay down my un-
dergraduate student loans or put it toward 
my car loan? I’m paying 5.9% on the car loan 
and have about $11,000 left on my under-
graduate loans, at 6.3%.

D.M., Philadelphia

If you have any high-interest credit card 
debt, use the money for that first. Building 
an emergency fund should be your second 
priority. The car loan would be next on 
your debt-reduction to-do list. Even though 
the student-loan rate is slightly higher than 
the rate on the car loan, car loans lack the 
tax breaks and flexible repayment pro-
grams available with federal student loans. 
You can defer your student-loan payments 
while you’re in grad school (and interest 
on subsidized undergraduate loans won’t 
accrue while you’re in school), and you may 
qualify for an income-based repayment 
program once you graduate, which reduces 
monthly payments.

Roth income limits. I contribute monthly to 
a Roth IRA. My wife and I just realized that 
our joint income will exceed the $191,000 
limit for Roths this year. What should we do?

L.R., Simi Valley, Calif.

You can avoid the 6% penalty on the money 
you contributed if you take your 2014 con-
tributions (and any earnings on them) out 
of the Roth before the tax-filing deadline on 
April 15, 2015 (or October 15, 2015, if you file 
an extension). The contributions you with-
draw are tax-free, but you must include the 
earnings as income for 2014. You can also 
avoid the penalty and taxes if you have your 
IRA administrator move your 2014 Roth 
IRA contributions (plus all the earnings 
on that money) into a traditional IRA by 
October 15, 2015. ■

KIMBERLY LANKFORD > Ask Kim

GOT A QUESTION? ASK KIM AT KIPLINGER.COM/ASKKIM. 

“Many insurers 
are shrinking 
provider 
networks, so 
make sure your 
doctors are 
included in the 
plans you’re 
considering.”
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tions. Two-thirds of the states and the 
District of Columbia give a tax deduc-
tion or credit for contributions. If your 
child skips college, you can make the 
recipient a sibling, grandchild, niece 
or nephew (or even yourself) without 
losing the tax break. 

There are a few drawbacks. If you 
cash out for non-college purposes, 

FOR MOST PARENTS, SAVING FOR COLLEGE 
feels like climbing to the summit of a 
very tall mountain. And it doesn’t help 
that the path keeps getting steeper; 
tuition hikes have far exceeded infla-
tion over the past several decades. If 
your child is a newborn, expect a de-
gree from a four-year, in-state public 
college to run about $222,000, assum-
ing 5% annual growth in the cost of 
college; four years at a private school 
could be double that. 

Luckily, tools are available to help 
you scale the heights. State-sponsored 
investment programs known as 529 
plans, as well as other kinds of savings 
programs (see the box on page 56), can 
provide the momentum you need to 
reach your goal. And you probably won’t 
need to save the full amount. Most 
families get a discount in the form of 
grants, scholarships and education tax 
breaks and use loans to fill the gap—
more than two-thirds of college seniors 
graduate with student debt. 

A more realistic goal: Save about 
one-third of your expected college 
costs. When the time comes, current 
income, grants and loans can cover the 
rest. “Planning ahead is the key,” says 
Betty Lochner, of the College Savings 
Plans Network, which collects data 
on 529 plans. (To estimate what you’ll 
need to save under different scenarios, 
use the college-savings calculator at 
https://bigfuture.collegeboard.org.)

The best place to save is in a 529 
plan. Sponsored by 48 states and the 
District of Columbia (neither Wash-
ington State nor Wyoming offers a 
529 savings plan), these investment 

accounts let your savings grow tax-
free, and the earnings escape tax com-
pletely if the withdrawals are used 
for qualified college expenses, which 
include tuition, fees, and room and 
board. The appeal of 529 plans lies in 
their easy access as well as their tax 
benefits. The plans have no income 
limit and set a high cap on contribu-

The Best College-Savings Plans
State 529 plans usually trump other options. The right one for you depends on what 
kind of investor you are. BY NELLIE S. HUANG and JANE BENNETT CLARK

EDUCATION» 
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ences as your child nears his college 
years. No other state plan offers this 
feature in its age-based tracks. 

➤ Best for low fees. NEW YORK’S 529 

COLLEGE SAVINGS PROGRAM uses Vanguard 
funds, so it should come as no surprise 
that it has low costs. The average ex-
pense ratio charged by its underlying 
funds (0.17%, according to Morningstar) 
is significantly lower than the 0.76% 
expense ratio charged by the typical 
U.S. stock index fund. Even better, the 
plan has no annual maintenance fee.

We also like that the plan offers 
three age-based tracks 
with different risk pro-
files: aggressive, moder-
ate and conservative. 
The aggressive track 
starts at birth with 100% 
in stocks and ends with 
0% in stocks at age 19 
(it’s 25% in the last three 
years of high school). 
New York’s age-based 
portfolios don’t include 
an international stock 
fund. But the program’s 
assortment of individual 
funds does have a 
foreign-stock option: 
Vanguard Developed 
Markets Index fund.

➤ Best age-based 
plan for aggressive investors. If 
an aggressive track with top-tier funds 
is what you seek, you’ll find it in the 
MARYLAND COLLEGE INVESTMENT PLAN. From 
birth through age 4, the portfolio holds 
100% stocks—including stocks in de-
veloped and emerging countries. As 
your child ages, the track adjusts every 
three years, ticking down its stock in-
vestments to 40% when your child hits 
age 14 and 23% at age 18. By contrast, 
the average 529 plan’s age-based allo-
cation to stocks is 80% in the early 
years and 10% at age 19. 

What’s more, Maryland’s 529 plan is 
packed with good funds from T. Rowe 
Price, including Blue Chip Growth, 
Mid-Cap Growth, Small-Cap Stock 

MONEY»

you’ll owe income tax and a 10% pen-
alty on earnings (but not on contribu-
tions). You may have to return any 
state tax deductions, too. Plus, you’re 
limited to the investment options in 
your plan. After you pick a portfolio, 
you must wait 12 months before you 
can change the investment mix or 
transfer the money to another plan.

WHICH PLAN?
Buy a 529 plan directly from your state 
if it offers a tax break. Most states of-
fer two types of college-savings plans: 
a low-cost plan sold directly by the 
state and a higher-cost 
plan sold by a broker. 
The lower expenses of 
a direct-sold plan mean 
more of your money will 
go toward building your 
college fund. And in 
most cases, the state tax 
break will trump lower 
fees in an out-of-state 
program. (Go to the 
Vanguard 529 State Tax 
Deduction Calculator, 
www.vanguard.com/
529taxtool, to find out 
what your potential tax 
savings would be in your 
state plan.) 

If your state doesn’t 
offer a tax break—or 
if you live in Arizona, 
Kansas, Maine, Missouri, Montana 
or Pennsylvania, which offer a tax 
break no matter where you invest—
you can search for the best state plan 
that meets your goals. Figuring out 
which plan that is depends on what 
matters most to you. Low fees? An 
aggressive or conservative investment 
track? A plan with lots of investment 
options? 

States generally offer an array of 
choices, including age-based port-
folios, which adjust the mix of in-
vestments automatically to become 
more conservative as your child ages; 
funds that focus on stocks or bonds 
(or both); and guaranteed-principal 
or principal-protected funds. But 

some plans offer better-performing 
funds and a more diversified mix of 
investments than others. And some 
plans charge lower maintenance fees, 
have funds with lower annual expense 
ratios, or both.

With the help of several databases—
including research firm Morningstar’s 
529 plan center (http://529.morning
star.com/state-map.action?), the Col-
lege Savings Plans Network (www
.collegesavings.org) and Savingfor
college.com, all of which you can ac-
cess—we looked for direct-sold plans 
that excel in various categories. For a 

state-by-state guide to our 529 picks, 
go to kiplinger.com/links/529plans. 

➤ Best for hands-on investors. 
The solid funds in the UTAH EDUCATIONAL 

SAVINGS PLAN are mostly index-based. 
They include 18 from Vanguard and 
6 from Dimensional Fund Advisors. 
And UESP ranks among the lowest-
cost 529 programs in the country. But 
here’s what we really like about Utah 
for do-it-yourselfers: customization. As 
with most 529 plans, you can handpick 
individual funds from Utah’s so-called 
static portfolios. But this plan also lets 
you create a tailor-made portfolio and 
have it automatically adjust at three-
year intervals according to your prefer- E
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make sense. Many state plans have 
a high-yield savings account among 
their investment options. For stand-
alone plans, we like the bank-spon-
sored option offered through VIRGINIA’S 

COLLEGEWEALTH plan with Union First 
Market Bank. It recently offered a 2% 
yield (2.25% for balances greater than 
$10,000).

➤ Best if you want hand-holding. 
Rather have an adviser do all of the 
work? That can be okay. Some fee-only 
advisers, such as Gifford Lehman, 
a certified financial planner in Mon-
terey, Calif., set their clients up in 
direct-sold plans. (Lehman’s favorite 
plan is Utah’s.) 

But if your adviser puts you in an 
adviser-sold plan, consider yourself 
warned: You’ll pay for that. Funds in 
adviser-sold plans cost an average of 

tive investors. In the early years, both 
tracks load up on stocks (80% in mod-
erate; 60% in conservative), but the 
mix trickles down to 0% stocks by age 
19 in the moderate trajectory, and it 
goes to 0% by age 13 in the conserva-
tive path.   

➤ Best for nervous Nellies. After 
2008, many plans added savings op-
tions backed by the Federal Deposit 
Insurance Corp. to their investment 
lineups. You won’t lose money in these 
kinds of funds, but you certainly won’t 
keep up with the rate of college-tu-
ition inflation. Still, says Scott Kahan, 
a certified financial planner based in 
New York City, “If you have a big lump 
sum—enough money to put away for 
college—and you want to be conserva-
tive, or your child is going to college 
next year,” these savings plans can 

and International Growth & Income. 
The lineup helped the age-based track 
targeted for 2030 post a 14.0% three-
year annualized return (through June 
30), two percentage points ahead of 
the typical age-based track for chil-
dren between birth and 6 years old. 

➤ Best age-based plan for conser-
vative investors. This one is tricky. 
Some conservative age-based tracks 
are simply too conservative. The con-
servative age-based track of New 
York’s 529 plan, for instance, sets out 
at birth with 50% invested in stocks 
and pares that to zero by age 11. But 
at that age, you still have six or seven 
years before your child matriculates, 
and stocks offer the best chance of 
increasing the size of your portfolio. 
That’s why we like UTAH’S moderate 
and conservative tracks for conserva-

Your state 
offers a 

tax break

No state 
tax break

Maxed out 
on your state 

tax break?

Stick with 
your state 

plan

You’re a 
hands-on 
investor

Virginia CollegeWealth
Plan’s Union First Market 

Bank option

New York’s 529 
College Savings 

Program

Utah Educational 
Savings Plan

Utah plan’s moderate 
and conservative 

tracks

Maryland College
 Investment Plan

You’re an
aggressive

investor

You’re a
conservative

investor

You want an 
age-based 

track

Safety is more 
important 

than growth
You want 
low fees

Consider these 
state plans but 

first decide what 
matters most

Which
DIRECT-SOLD 
SAVINGS PLAN
Is Right for You?
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ISHARES 529 PLAN, which invests in 
thrifty exchange-traded funds. The 
average annual expense ratio of the 
funds in the iShares plan is a low 
0.59%. There’s also a $10 annual fee 
per account. ADDITIONAL REPORTING BY 

DYLAN CUNNINGHAM AND KATHRYN MOODY ■ 

1.28% in annual expenses, more than 
double the 0.60% average expense 
ratio for funds in direct-sold plans, 
according to Morningstar. 

If you think the hand-holding is 
worth the cost, go with VIRGINIA’S 

COLLEGE AMERICA plan. It holds many 

top-notch American Funds, such as 
International Growth and Income and 
New Economy, which charge an aver-
age of 1.19% in expenses. (There is a $10 
annual maintenance fee per account.) 
If your broker or adviser doesn’t have 
access to CollegeAmerica, try ARKANSAS’S 

A state 529 plan isn’t the only way to save for college. You have addi-
tional tax-favored options.

PREPAID PLANS. Sending your child to school in-state? Sign up for
 a state prepaid tuition plan. These plans, most of which are available 
only to state residents, let you lock in tuition at public colleges in your 
state years in advance. They offer the same tax benefits—and penal-
ties, if you don’t use the money for qualified expenses—as 529 
savings plans. Currently, only 12 states offer prepaid plans to new 
enrollees: Alaska, Florida, Illinois, Mary-
land, Michigan, Massachusetts, Missis-
sippi, Nevada, Pennsylvania, Texas, Vir-
ginia and Washington. (More than 270 
private colleges let you prepay through 
the Private College 529 Plan; see www
.privatecollege529plan.com.) 

All these states require that you buy 
several years before your child starts col-
lege, and they charge somewhat more 
than the current year’s tuition. If your 
student goes to an out-of-state or pri-
vate school, you can get a refund or 
transfer the money, but the amount 
won’t necessarily cover the full cost. 

COVERDELLS. Coverdell education savings accounts are similar to 
529s in that the money in the accounts grows tax-deferred and es-
capes tax if you use it for qualified education expenses. But the total 
amount you contribute per child cannot exceed $2,000 a year, and the 
beneficiary has to be under age 18. Coverdells expand the definition of 
qualified to include certain elementary and high school expenses. 

You can set up a Coverdell at a bank or brokerage firm and tweak 
the investments as often as you like. You must have a modified ad-
justed gross income of less than $110,000 as a single filer or $220,000 
as a married couple filing jointly. Use the money for nonqualified ex-
penses and you’ll owe tax and a 10% penalty on earnings. 

ROTH IRAs. As a last-minute strategy for paying for college, raiding 
a Roth IRA is a loser; you’re jeopardizing your own retirement security 

(for which you can’t borrow) for the sake of your kids, and there’s no 
way to get that money back. But if you start early enough, the Roth’s 
tax-favored status and flexibility can help you hit both goals. 

Currently, you can contribute up to $5,500 annually ($6,500 if 
you’re 50 or older). The money grows tax-free, and you avoid tax on 
withdrawals that don’t exceed your contributions. You also avoid a 
10% early-withdrawal penalty on earnings if you use the money for 
qualified educational expenses. If both you and your spouse save the 
max over 18 years (not including catch-up contributions), contribu-

tions will add up to $198,000. With earn-
ings of 7% a year, the total will top 
$400,000—enough to carve out a slice 
for college and still have a decent retire-
ment fund to supplement, say, a 401(k) 
account. You’ll owe tax on any earnings 
(but not on contributions) you withdraw 
unless you are 59½ and have held the ac-
count for at least five years. In 2014, the 
ability to contribute to a Roth IRA disap-
pears after modified adjusted gross in-
come surpasses $191,000 for married 
couples filing jointly and $129,000 for 
single filers.

CUSTODIAL ACCOUNTS. With custodial accounts, known as UGMAs 
(for the Uniform Gifts to Minors Act) and UTMAs (for the Uniform 
Transfers to Minors Act), you put money or other assets in trust for
 a minor child and, as trustee, manage the account until the child 
reaches the age of majority (usually 18 or 21). At that age, the child 
owns the account and can use the money for whatever she wants. 

Full-time students younger than age 24 pay no tax on the first 
$1,000 of unearned income and the child’s tax rate on the next 
$1,000. Earnings above $2,000 are taxed at the parents’ marginal 
rate. Custodial accounts have another disadvantage: Students are 
expected to contribute a higher percentage of assets than parents 
in financial-aid formulas. Still, the accounts do offer more flexibility 
than 529 savings plans because the funds can be used for any purpose 
(let’s hope your child chooses wisely) and you can invest wherever 
you’d like, not just in a fixed menu of funds. JANE BENNETT CLARK 

Other Ways to Save for College
* KipTip 



Leading the way in healthcare

Since our formation in 1896, our 
mission has been to help patients 
live longer, better lives by providing 
the best medical solutions available.  
We are a research-driven company, 
using the latest technologies to 
make a difference, while making 
our products available in over 150 
countries around the globe.

In 2009, Genentech, a founder of the 
biotech industry, became a wholly 
owned member of the Roche group.  
Together we are the world’s largest 
biotech company, leaders in in-vitro 
diagnostics, tissue-based cancer 
testing and pioneers in diabetes 
management, with our teams across 
the world working on delivering 
industry-leading products to meet 
the needs of patients anywhere.

Our longstanding and undivided 
focus on innovation in all areas of 
healthcare research & development 
coupled with our expanding 
international presence and broad 
range of healthcare solutions 
keep us at the forefront of the 
pharmaceutical and diagnostics 
industry.

The future of medicine is 
personalized

Our pharmaceutical and diagnostics 
teams are working together to deliver 
personalized medicine, developing 
treatments tailored to the needs of 
specific patient populations.  With 
this approach we are producing 
treatments that are safer and more 
effective, making sure that every 
patient gets exactly what he or she 
needs, and leading the search for 
better healthcare outcomes.  Our 
expanding efforts in personalized 
medicine give us an advantage to 
face the medical challenges of the 
future.  

With one of the top research and 
development investments, our 
history of breakthrough innovation 
and an extraordinary pipeline, we are 
ready to make the world healthier 
one patient at a time.

Roche Investor Relations 
North America
+1 650 225 5566
www.roche.com/investors
RocheIRNA@gene.com
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IF YOUR FAMILY TREE IS FILLED 
with people who lived well 
into their eighties or nine-
ties, a deferred-income 
annuity is worth a look.

Deferred-income annui-
ties, also known as lon-
gevity annuities, provide 
a guaranteed source of 
income when you reach 
a certain age. For example, 
a 65-year-old man who in-
vests $100,000 in New York 
Life’s Guaranteed Future 
Income Annuity and defers 
payouts for 15 years will re-
ceive $28,695 in guaranteed 
annual income, beginning 
when he turns 80. 

The downside, of course, 
is that if you die before you 
reach 80, you get nothing. 
But the chance that other 
buyers might die before col-
lecting is one reason insur-
ers offer a higher payout for 
this kind of annuity than 
for other products that offer 
guaranteed income.

A recent Treasury De-
partment ruling offers an-
other reason to consider a 
deferred-income annuity. 
You may now invest up to 
25% of your IRA or 401(k) 
plan (or $125,000, which-
ever is less) in a deferred-
income annuity without 
having to take required 
minimum distributions 
when you turn 70½. 

Before the Treasury 
ruling, some insurers only 
allowed investors to use 

money from taxable accounts 
to purchase deferred-income 
annuities. Others required 
purchasers who used money 
from tax-deferred accounts 
to start receiving payouts at 
age 70½, reducing the size 
of the payments. 

The Treasury ruling is 
expected to encourage more 
insurers to add deferred-
income annuities to their 
lineups. So even if the idea 
sounds tempting, you may 
want to wait a few months 
before buying one because 
competition could lower 
prices, says David Blanchett, 
head of retirement research 
for Morningstar Investment 
Management. 

Annuity add-ons. Insurers 
offer a variety of features 

designed to help potential 
customers overcome the 
reluctance to give up con-
trol of their money. Some 
insurers allow you to with-
draw a portion of your 
future payments to cover 
emergencies. Most deferred 
annuities offer a “return 
of premium” death benefit 
that kicks in if you die be-
fore you start receiving 
income. However, if you 
select this feature, your 
payments will be lower. 
In the example above, the 
cash-refund feature would 
reduce the 65-year-old 
man’s annual payout at 80 
from $28,695 to $21,601. 

A deferred-income 
annuity may allow you to 
invest over time, instead of 
parting with a large lump 

sum. For example, New York 
Life lets purchasers invest 
$5,000 initially and make 
periodic investments of as 
little as $100 until two years 
before the payout period 
begins, says Ross Goldstein, 
New York Life’s managing 
director. The amount of 
guaranteed income is ad-
justed each time the cus-
tomer adds to the account. 

Some insurers will in-
crease your annual pay-
ments each year by a set 
percentage or a percentage 
tied to the consumer price 
index. But that comes at a 
price. If the 65-year-old 
man invests in New York 
Life’s Guaranteed Future 
Income Annuity with a 3% 
annual increase, his first 
annual payout at age 80 
would be $24,300 (15% less 
than his payment without 
the inflation rider). The 
annual payout drops to 
$18,140 if he chooses the 
cash-refund option as well 
as the inflation rider. 

That trade-off may not be 
worth it. Studies have found 
that retirees’ expenses—
with the exception of health 
care—decline as they age 
(see “How Much You Really 
Need to Retire,” on page 
44). By the time you start 
taking payouts from your 
annuity, Goldstein says, 
“inflation is not going to 
be your biggest problem.” 
SANDRA BLOCK

“Should I invest some of my IRA or 401(k) 
savings in a deferred-income annuity?”

GAME PLAN?
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Help her grow wings.

Read the Program Description for more information and consider all investment objectives, risks, charges, and expenses before investing. Call 800.418.2551 
for a copy of the Program Description or visit uesp.org. Investments are not guaranteed by UESP, the Utah State Board of Regents, Utah Higher Education 
Assistance Authority, or any other state or federal agency. However, Federal Deposit Insurance Corporation (FDIC) insurance is provided for the FDIC-insured 
accounts. Please read the Program Description to learn about the FDIC-insured accounts. Your investment could lose value. Non-Utah taxpayers and 
residents: You should determine whether the state in which you or your beneficiary pays taxes or lives offers a 529 plan that provides state tax or other 
benefits not otherwise available to you by investing in UESP. You should consider such state tax treatment and benefits, if any, before investing in UESP.

Morningstar Gold rating, 2013
Multiple investment options
529-plan tax advantages
Low fees

Learn more
800.418.2551 | uesp.org

A Nonprofit 529 College Savings Program

http://uesp.org
http://uesp.org
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than $250,000 through 
the INCREDIBLE BANK MONEY 

MARKET account (maintain 
a $2,500 balance to avoid 
a $10 monthly fee; the 
account does not provide 
a check card or paper 
checks). The fee-free SALLIE 

MAE MONEY MARKET account, 
which includes check 
writing, yields 0.9% with 
no minimum-balance re-
quirement. The AMERICANET 

BANK MEGA MONEY MARKET 
account offers a yield of 
0.9% on balances of up to 
$35,000 (0.5% on the por-
tion of the balance higher 
than $35,000), and it comes 
with a Visa check card.

SAVINGS ACCOUNTS
Like a money market de-
posit account, a savings 
account can be a good place 
to stash your emergency 
fund (check whether your 
MMDA or savings account 
charges a dormancy fee). 
You can’t write checks from 
savings accounts, but you 
are allowed to make up to 
six withdrawals or transfers 

IF YOU NEED A SAFE PLACE TO 
park your money, you have 
a lot of options—as long as 
you don’t expect much in 
the way of yield. Short-term 
interest rates will scrape 
bottom for the rest of 2014. 
Depending on how the 
economy fares (and how 
the Federal Reserve re-
sponds), they could go up 
next year but not by much.

We’ve rounded up the 
best spots for eking out more 
interest on your savings, 
depending on how long 
you can tie up your money. 
To find deposit accounts 
offering top rates, check 
sites such as Bankrate
.com and DepositAccounts
.com for banks and credit 
unions in your area that 
may offer higher rates than 
the nationally available ones 
listed here.

MONEY MARKET 
DEPOSIT ACCOUNTS
For your emergency fund—
at least six months’ worth 
of living expenses—and any 
other savings that need to 
be safe and immediately 
available, look to accounts 
insured by the Federal De-
posit Insurance Corp., such 
as bank money market de-
posit accounts (MMDAs). 
Stay away from money mar-
ket mutual funds, which pay 
practically nothing and 
aren’t insured by the FDIC.

The FDIC insures up to 
$250,000 per person per 
bank. That means combined 
deposit-account balances, 
including MMDAs as well as 
checking accounts, savings 
accounts and certificates 
of deposit, at a single insti-
tution for an individual ac-
count owner are insured for 
up to $250,000. Co-owners 
of joint accounts are insured 
up to $250,000 per person. 
(To see whether your money 
is fully covered by the FDIC, 
use the estimator at www
.fdic.gov/edie.) Similar to 
bank deposits, credit-union 
deposits are insured up to 
$250,000 by the National 
Credit Union Share Insur-
ance Fund.

Money market deposit ac-
counts often provide checks 
or an ATM card for with-
drawing cash or to use for 
purchases. You can also 
transfer funds electronically 
to or from a linked checking 
or savings account. You are 
limited to six transfers per 
month without penalty, not 
including cash withdrawals 
at an ATM.
Best picks: You can earn 
0.95% on balances of less 

Earn More on Your Savings
These accounts let you eke out extra interest on your cash. BY LISA GERSTNER

BANKING » 

per month. To transfer 
funds, you can link a sav-
ings account to a checking 
account.
Best picks: The no-fee SALEM 

FIVE DIRECT EONE SAVINGS ac-
count yields 1% on balances 
of up to $500,000 and has 
no minimum balance (the 
minimum deposit to open 
an account is $100). The 
SYNCHRONY BANK OPTIMIZER PLUS 

HIGH YIELD SAVINGS account 
pays 0.95% on all balances 
(and you need only a $50 
minimum balance to avoid 
a $5 monthly charge). 

Saving up to go on a big 
trip or meet some other 
goal? Check out SMARTYPIG. 
You establish a savings goal 
and set up recurring contri-
butions to a free account 
that yields 1%. When you 
reach your goal, you can let 
the money sit, have it trans-
ferred back to the funding 
source, load the money onto 
SmartyPig’s prepaid card, 

http://www.fdic.gov/edie
http://www.fdic.gov/edie
http://Bankrate.com
http://bankrate.com
http://DepositAccounts.com
http://DepositAccounts.com
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least three months, or 
money earmarked for tu-
ition or retirement income. 
CDs come with maturities 
that typically range from 
three months to five years; 
the longer the maturity, the 
higher the yield. 

It’s best not to lock up 
all your cash in a long-term 
CD, especially with interest 
rates as low as they are. If 
rates go up, you’ll want to be 
able to reinvest your money 
at a higher rate. Construct-
ing a CD ladder—putting 
funds in CDs of varying ma-
turities—allows you to rein-
vest cash from shorter-term 
CDs as they mature to take 
advantage of higher yields. 
Your longer-term CDs will 

continue to earn interest 
at higher rates. You can in-
vest in a long-term CD even 
if you think you may cash 
out early or if you want to 
take advantage of rising 
rates; just check the interest 
penalty in advance to be 
sure it’s not too onerous.
Best picks: MELROSE CREDIT 

UNION recently offered high 
rates on its one-, two- and 
three-year certificates, with 
yields of 1.15%, 1.41% and 
1.66%, respectively. Each 
requires a minimum invest-
ment of $5,000. The GE 

CAPITAL BANK one-year CD 
pays 1.05%, and it has a 
$500 minimum deposit.

SAVINGS BONDS
U.S. savings bonds are an-
other supersafe investment 
for money you can afford to 
tie up for at least a year. You 
can cash in savings bonds 
after 12 months, but if you 
redeem them before five 
years have passed, you for-
feit the last three months’ 
worth of interest.

Series EE bonds pay a 
fixed rate. After 20 years, 
the Treasury doubles an EE 
bond’s purchase value if in-
terest accumulation hasn’t 
been sufficient to reach that 
point. The I-bond’s interest 
rate is composed of a fixed 
rate that lasts for the life of 
the bond and a semiannual 
inflation rate that changes 
every six months.
Best picks: EE bonds pay 
only 0.5%, but I BONDS have 
a decent yield of 1.94% 
(through October). You 
may purchase from $25 
to $10,000 in I bonds per 
year in an online Treasury 
Direct account, which you 
can set up at www.treasury
direct.gov. ■ 
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(ILLINOIS) FREE REWARDS CHECK-

ING account (you’ll earn 
rates of only 0.1% to 0.2% 
on any balance greater than 
$10,000). Requirements to 
earn the top rate include 
using your debit card 12 
times monthly and spend-
ing $1,000 or more per 
month on one of the credit 
union’s Visa credit cards. 
(Rates of 3.09% or 4.09% 
are available to those who 
meet less-strict require-
ments.) The credit union 
refunds fees from out-of-
network ATMs. For a yield 
of 3% on up to $15,000, with 
no minimum balance, check 
out LAKE MICHIGAN CREDIT 

UNION’S MAX CHECKING account. 
It refunds up to $15 a month 
in surcharges from out-of-
network, non-LMCU ATMs.

CERTIFICATES 
OF DEPOSIT
CDs are best for money you 
can tie up for a few months 
or more—say, a portion of 
your emergency fund that 
you wouldn’t need for at 

get retailer gift cards with 
cash-back rewards, or 
choose some combination 
of those options.

HIGH-YIELD 
CHECKING ACCOUNTS
If you can meet a few quali-
fications, which usually 
include banking online and 
using a debit card for pur-
chases, think about signing 
up for a high-yield checking 
account. The amount eligi-
ble to earn the highest rate 
is usually capped at about 
$25,000, and some of the 
best rates are available only 
to residents of the states 
where the bank does busi-
ness. But a few banks open 
their accounts to residents 
of the entire U.S. Many 
credit unions require appli-
cants outside their jurisdic-
tions to make a nominal 
donation to an affiliated 
charity. You can find 
insured high-yield accounts 
offered by community 
banks and credit unions 
at CheckingFinder.com.
Best picks: Earn 5.09% on 
up to $10,000 with no mini-
mum balance through 
the CONSUMERS CREDIT UNION  

http://www.treasurydirect.gov
http://CheckingFinder.com
http://www.treasurydirect.gov
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users. “A key distinction 
between credit and debit 
cards is that when a debit 
card is hacked, real money 
comes out of your account,” 
says Matt Schulz, senior 
industry analyst for Credit-
Cards.com. You could be 
left high and dry until your 
bank refunds the money. 

Debit cards also have 
weaker fraud protections 
under federal law. Liability 
for credit card users can 
never exceed $50. But your 
responsibility for fraudulent 
debit card transactions de-
pends on when you report 
the problem; it could be 
unlimited if you wait more 
than 60 days after the bank 
sends you your statement. 

What about the competi-
tion? Visa’s policy does not 
extend to ATM transactions 
or PIN purchases not pro-
cessed through Visa’s own 
PIN network. But to keep up 
with its chief competitor, it 
may follow suit, says Schulz. 
American Express offers 
zero-liability coverage on 
its credit and prepaid debit 
cards, including PIN trans-
actions at the ATM (Amex 
doesn’t offer debit cards 
tied to checking accounts). 
LISA GERSTNER 

UNTIL NOW, THE BEST WAY 
to minimize the chances of 
fraud when you swiped your 
debit card was to sign your 
name rather than punch in 
your PIN. By signing, hold-
ers of cards backed by Mas-
terCard or Visa—the two 
dominant networks among 
debit cards—were assured 
of the same zero-liability 
coverage for unauthorized 
purchases that the com-
panies extend in case of 
credit card fraud. 

But MasterCard is chang-
ing the game. Starting 
October 17, it is extending 
its zero-liability policy in 
the U.S. to include both 
PIN purchases and ATM 
transactions. 

MasterCard’s move is 
a win for consumers who 
prefer to keep a lid on credit 
card charges. But debit card 
users are still more vulnera-
ble to fraud than credit card 

Safeguards for 
Debit Card Users

RATE 
UPDATES
For the latest savings yields 
and loan rates, visit kiplinger
.com/fi nances/yields.

●●  Kiplinger.com

CREDIT » 

†Internet only.  SOURCE: © 2014 Bankrate.com, a publication of Bankrate Inc., 11760 US Highway 1, N. Palm Beach, 
Fla. 33408 (800-327-7717, ext. 11410; www.bankrate.com/kip).

Colorado Federal Savings Bank (Colo.) 1.10% $5,000 coloradofederalbank.com

Synchrony Bank (N.J.)† 1.10 25,000 myoptimizerplus.com

Silvergate Bank (Cal.) 1.08 25,000 silvergatebank.com

BAC Florida Bank (Fla.)† 1.06 500 bacflorida.com

NATIONAL AVERAGE 0.24%

TOP-YIELDING CERTIFICATES OF DEPOSIT
Annual 
yield as 

of Aug. 4
Min.

amount
Web site 
(www.)1-Year

EverBank (Fla.)† 2.30% $1,500 everbank.com

Synchrony Bank (N.J.)† 2.30 25,000 myoptimizerplus.com

Barclays Bank (Del.)† 2.25 none banking.barclaysus.com

GE Capital Bank (Ill.)† 2.25 500 gecapitalbank.com

NATIONAL AVERAGE 0.78%

Annual 
yield as 

of Aug. 4
Min.

amount
Web site 
(www.)5-Year

Alpine Municipal MMF (AMUXX)* 0.02% 0.03%/0.03% $2,500 alpinefunds.com

PNC Tax-Ex MMF A (PXAXX)* 0.02 0.03/0.03 1,000 pncfunds.com

American Cent T-F Inv (BNTXX)*‡ 0.01 0.01/0.02 2,500 americancentury.com

BMO Tax Free MMF Y (MTFXX)*‡ 0.01 0.01/0.02 1,000 bmo.com

NATIONAL AVERAGE 0.01% 0.01%/0.02%  

30-day 
yield as 

of July 28

Tax. eq. yield 
25%/39.6% 

bracket
Web site
(www.)Tax-Free Funds

Min.
 invest-
ment

*Fund is waiving all or a portion of its expenses.  ‡Various fund companies offer similar yields.  #Deposit accounts 
include money market deposit accounts and high-yield savings accounts.  †Internet only.   SOURCES: Bankrate.com; 
Money Fund Report, iMoneyNet Inc. (508-616-6600; www.imoneynet.com).

Annual 
yield as 

of Aug. 4
Min.

amount
Web site
(www.)Deposit Accounts#

EverBank (Fla.)† 1.01% $1,500 everbank.com

CIT Bank (N.Y.)† 0.95 25,000 bankoncit.com

GE Capital Bank (Ill.)† 0.95 none gecapitalbank.com

Synchrony Bank (N.J.)† 0.95 none myoptimizerplus.com

NATIONAL AVERAGE 0.10%

TOP-YIELDING MONEY MARKET ACCOUNTS

Meeder Money Market Retail (FFMXX)* 0.06% $2,500 meederfinancial.com

Delaware Cash Reserves A (DCRXX)*‡ 0.03 1,000 delawareinvestments.com

Direxion US Govt MMF A (DXMXX)*‡ 0.03 25,000 direxionfunds.com

HSBC Prime MMF A (REAXX)*‡ 0.03 1,000 us.hsbc.com

NATIONAL AVERAGE 0.01%

30-day 
yield as 

of July 29

Min.
invest-
mentTaxable Funds

Web site
(www.)

First Command Bank (P) 6.25% none $25† firstcommandbank.com

Lake Michigan Credit Union (P) 6.25 none# 25† lmcu.org

Simmons First Bank Visa (P) 7.25 none 25† simmonsfirst.com

LOW-RATE CREDIT CARDS

Issuer

Rate
as of

July 28*
Annual

fee
Late
fee

Web site
(www.)

RETAIL REBATE CARDS

Barnes & Noble MasterCard 13.99% none 5%/1% barnesandnoble.com

Amazon.com Rewards Visa 14.24 none 3/1‡ amazon.com/rewards

Costco True Earnings Card 15.24 none§ 1/1& americanexpress.com

Issuer

Rate
as of

Aug. 5*
Annual

fee

Rebate
earned

Store/Other
Web site
(www.)

Rates are adjustable.  *If you do not qualify for this interest rate, the issuer will offer a higher-rate card.  
(P) Platinum.  †$35 if late more than once in 6 months.  #Must be a credit union member.  ‡2 points at gas 
stations, restaurants, offi ce supply stores and drugstores; 1 point on all other purchases.  §Must be a Costco member.  
&3% on gas (up to $4,000 annually, and 1% thereafter); 2% on restaurants and travel; 1% on all other purchases.   
SOURCE: Bankrate.com. Banks may offer lower introductory rates.

As of August 4.  *EE savings 
bonds purchased after May 1, 
2005, have a fi xed rate of interest. 

● Bonds purchased before 
May 1, 1995, earn a minimum of 4% 
or a market-based rate from date of 
purchase.  

● Bonds bought between 
May 1, 1995, and May 1, 2005, 
earn a market-based rate from 
date of purchase.

SOURCES FOR TREASURIES: 
Dow Jones, U.S. Treasury.

YIELD BENCHMARKS Yield
 Month-

ago
 Year-
ago

U.S. series EE savings bonds* 0.50% 0.50% 0.20%

U.S. series I savings bonds 1.94 1.94 1.18

Six-month Treasury bills 0.06 0.06 0.07

Five-year Treasury notes 1.65 1.74 1.36

Ten-year Treasury notes 2.48 2.63 2.63

http://CreditCards.com
http://Kiplinger.com
http://Bankrate.com
http://www.bankrate.com/kip
http://coloradofederalbank.com
http://myoptimizerplus.com
http://silvergatebank.com
http://bacflorida.com
http://everbank.com
http://myoptimizerplus.com
http://banking.barclaysus.com
http://gecapitalbank.com
http://alpinefunds.com
http://pncfunds.com
http://americancentury.com
http://bmo.com
http://Bankrate.com
http://www.imoneynet.com
http://everbank.com
http://bankoncit.com
http://gecapitalbank.com
http://myoptimizerplus.com
http://meederfinancial.com
http://delawareinvestments.com
http://direxionfunds.com
http://us.hsbc.com
http://firstcommandbank.com
http://lmcu.org
http://simmonsfirst.com
http://barnesandnoble.com
http://Amazon.com
http://americanexpress.com
http://Bankrate.com
http://amazon.com/rewards
http://kiplinger.com/finances/yields
http://kiplinger.com/finances/yields
http://CreditCards.com
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If an item has any flaws—
a missing button on a shirt, 
for example—say that you 
like it despite the defect 
and ask for a discount. In 
a bustling store, open the 
conversation with a clerk 
by acknowledging that you 
know she is busy and that 
you appreciate her time. 
Gault advises against re-
sorting to an ultimatum, 
such as “I’m walking out if 
you don’t give me 20% off.”

Don’t let fear of rejection 
or concern that you’ll offend 
the seller stop you. As long 
as you keep the interaction 
light and respectful, the 
worst outcome you can ex-
pect is that the other party 
will simply decline to lower 
the price.

Before you begin to bar-
gain, consider what your top 
price will be. But avoid nam-
ing that price right away. If 
the seller has a lower figure 
in mind than you do, you 
won’t save as much as you 
could have. Instead, ask the 
seller how much he could 
come down in price.

STRIKE A DEAL 
ANYWHERE
By doing some research in 
advance, you’ll know what 
you can reasonably ask for—
and you may be able to re-
quest a price match. If 
you’re shopping for a TV, 
for example, research prices 
online before you go to the 
store. At PriceGrabber.com, 
you can look up items and 
see a listing of prices from 
several retailers. While 
you’re at the store, you can 
use a mobile app such as 
RedLaser to scan an item’s 
bar code and compare 
prices online. 

discounts partly because, 
he says, he views his strat-
egy as asking a friendly 
question rather than as 
haggling. He uses phrases 
such as “How can you help 
me on this?” or “Can we 
work through this to-
gether?” While renewing 
his wireless contract with 
Verizon recently, Fullen-
kamp’s nonconfrontational 
approach prompted the rep-
resentative to check for 
several discounts and price 
breaks for him. He man-
aged to lower the cost of 
his plan by $50 a month.

Don’t start with a story 
about why you can’t afford 
what you want to buy, says 
Teri Gault, founder and CEO 
of TheGroceryGame.com, 
which offers strategies for 
saving at the supermarket. 
And don’t insult the seller or 
its goods: Calling a washing 
machine you want a piece of 
junk won’t get you far. 

many parts 
of the world, 
engaging in 
back-and-forth 

negotiations over the price 
of peaches with a sidewalk 
vendor or a bracelet at the 
jewelry counter is standard 
practice. But in the U.S., 
some of us break into a 
sweat even when bargain-
ing is de rigueur—say, hag-
gling over the price of a car 
at the dealership or a dining-
room set on Craigslist. At a 
department store or super-
market, negotiating proba-
bly doesn’t cross your mind.

That’s too bad, because 
the chances of getting a dis-
count are pretty good. In a 
Consumer Reports survey, 
nearly half of the respon-
dents said they had tried 
to bargain over the price of 
goods and services, such as 
appliances and jewelry, over 
the past three years. And 
among those who did, 
89% were successful at 

least once. “Most Ameri-
cans would be surprised at 
how many of the things that 
they buy every day are ne-
gotiable,” says Jeff Yeager, 
author of How to Retire the 
Cheapskate Way.

HONE YOUR 
APPROACH
The prospect of haggling 
makes some people squirm 
because they view it as a 
battle. But negotiating 
doesn’t necessarily call for 
being confrontational. In 
fact, you should do all you 
can to make it a pleasant 
interaction.

Theodore Fullenkamp, of 
Wapakoneta, Ohio, is good 
at getting 
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Best Buy includes a “Low 
Price Guarantee” on quali-
fying products, meaning it 
will match a lower price 
that local competitors or 
certain online retailers, in-
cluding Amazon.com, offer. 
Similarly, Target matches 
prices on some items if you 
bring in a competitor’s ad 
or show a lower price online 
with your mobile device or 
with a printout.

Even when formal price-
matching policies don’t 
apply, you may score a deal 
by gathering quotes or 
prices from the competi-
tion. Before PJ Hoffman 
of Alexandria, Va., went 
to a mechanic to have the 
tires on his car replaced, 
he gathered quotes from a 
few other shops. When he 
dropped off his car, Hoff-
man explained that he liked 
this shop but could get a 
better deal elsewhere. The 
manager wouldn’t bend 
as far as Hoffman asked, 
but he did apply one of the 
shop’s promotional $50 cou-
pons, which was enough to 
satisfy Hoffman.

Talk to the right person. Track-
ing down an employee who 
is empowered to negotiate 
is a crucial part of the game. 
In some cases, frontline em-
ployees may be able to bend 
the rules. At a bank, for ex-
ample, a teller may have the 
authority to waive an ac-
count fee. At a retail store, 
you can approach a sales 
clerk and make your case. 
But if the clerk doesn’t have 
the latitude to lower a price, 
ask for a manager.

Time your pitch. Many stores 
accept rock-bottom prices at 
the end of a season, as they 

make room for new prod-
ucts. In addition, the time 
of the day, week or month 
can have an effect on how 
successfully you haggle. 
At closing time, a vendor 
at a farmer’s market or deli 
may be more willing to cut 
prices to get rid of excess 
stock. 

Retailers and services 
may also be more game to 
bargain during slow peri-
ods. Yeager says he has 
found that negotiating on 
the Friday before a three-
day holiday weekend tends 
to work in his favor. Sales-
people may want to close 
out their week with high 
sales volumes, and they’re 
usually in a good mood. 

Gault keeps timing in 
mind as she shops at the su-
permarket. If she sees that, 
say, a dozen apple pies are 
expiring within a couple of 
days, she’ll pick up a couple 
of them and ask to speak 
to the bakery department 
manager. Typically, she’ll 
get about 50% off, she says. 
Watch, too, for expiration 
dates on perishable items 
such as meat and dairy 
products, and ask whether 
you can get a discount if 
the sell-by date is within 
the next day or two. 

Buy in bulk. When Yeager 
noticed that a big-box home-
improvement store was try-
ing to unload about $1,200 
worth of garden plants that 
had already been marked 
down, he asked the depart-
ment manager whether he 
could get an even better deal 
by buying the whole lot. The 
manager came back with 
a far smaller figure than 
Yeager would have come 
up with on his own: $12. 

HOW TO BID ON A HOME
YOUR STRATEGY FOR MAKING AN OFFER ON A HOME—AND YOUR STRATEGY FOR MAKING AN OFFER ON A HOME—AND 
handling the follow-up negotiations—depends on several factors: handling the follow-up negotiations—depends on several factors: 
the sales prices of comparable homes, the favorability of the mar-the sales prices of comparable homes, the favorability of the mar-
ket for buyers, the number of other people bidding on the home and ket for buyers, the number of other people bidding on the home and 
the condition of the property.the condition of the property.

Before you start negotiating, set a firm ceiling on what you’ll pay. Before you start negotiating, set a firm ceiling on what you’ll pay. 
That will help you keep your cool if you become caught up in a bid-That will help you keep your cool if you become caught up in a bid-
ding war or a series of counteroffers, says Michael Corbett, a real ding war or a series of counteroffers, says Michael Corbett, a real 
estate expert with Trulia and author of estate expert with Trulia and author of Before You Buy.Before You Buy. In a hot mar- In a hot mar-
ket, he suggests shopping for homes priced about 20% below your ket, he suggests shopping for homes priced about 20% below your 
maximum, in case you have to pay more than the asking price. In a maximum, in case you have to pay more than the asking price. In a 
buyer’s market, when sales are slow, you can get away with looking buyer’s market, when sales are slow, you can get away with looking 
at places that exceed your budget a bit and negotiating a lower at places that exceed your budget a bit and negotiating a lower 
price plus other concessions from the seller. price plus other concessions from the seller. 

A real estate agent can round up recent sales prices for proper-A real estate agent can round up recent sales prices for proper-
ties in the area with characteristics similar to the home that inter-ties in the area with characteristics similar to the home that inter-
ests you, as well as prices of comparable homes currently on the ests you, as well as prices of comparable homes currently on the 
market. Exclusive buyer’s agent Dana Hollish Hill, of Bethesda, Md., market. Exclusive buyer’s agent Dana Hollish Hill, of Bethesda, Md., 
also gathers any information she can about why the owner is selling also gathers any information she can about why the owner is selling 
and the circumstances surrounding the sale. By looking up a seller and the circumstances surrounding the sale. By looking up a seller 
on social media, for example, she may learn that he’s in a hurry to on social media, for example, she may learn that he’s in a hurry to 
unload his home because he has already purchased a new one. unload his home because he has already purchased a new one. 

Making a lowball offer could pay off, but you have to feel out the Making a lowball offer could pay off, but you have to feel out the 
market and the seller’s situation. And sellers can just as easily dis-market and the seller’s situation. And sellers can just as easily dis-
miss you for undervaluing their home. You’re going to have to put up miss you for undervaluing their home. You’re going to have to put up 
some earnest money, typically 1% to 5% of the purchase price. Some some earnest money, typically 1% to 5% of the purchase price. Some 
agents say the more you put down, the better your chances because agents say the more you put down, the better your chances because 
it suggests you’re a more serious buyer. The earnest money becomes it suggests you’re a more serious buyer. The earnest money becomes 
part of your down payment, so it doesn’t add to your cash needs.part of your down payment, so it doesn’t add to your cash needs.

In most scenarios, paying with cash will give you an edge. If you’re In most scenarios, paying with cash will give you an edge. If you’re 
financing the purchase,  your best move is to get a preapproval let-financing the purchase,  your best move is to get a preapproval let-
ter from a bank. And ask the seller’s agent if you can get the home ter from a bank. And ask the seller’s agent if you can get the home 
inspected before you make an offer so you don’t have to include it inspected before you make an offer so you don’t have to include it 
as a contingency with the contract. as a contingency with the contract. 

Other bargaining chips. If the sellers won’t come down in price, If the sellers won’t come down in price, 
you might ask them to cover a portion of your closing costs. If you might ask them to cover a portion of your closing costs. If 
you’re flexible about the closing date, ask the owners whether they you’re flexible about the closing date, ask the owners whether they 
would be willing to seal the deal if you allow for, say, a rent-back would be willing to seal the deal if you allow for, say, a rent-back 
period during which they can live in the home after the closing. If period during which they can live in the home after the closing. If 
you want to make an emotional appeal to the owners, you could you want to make an emotional appeal to the owners, you could 
write them a letter describing why you want the home.write them a letter describing why you want the home.  

After the inspection, you may find that the home needs repairs, After the inspection, you may find that the home needs repairs, 
such as a new roof. If you have leverage in a slow market, you could such as a new roof. If you have leverage in a slow market, you could 
ask for cash back or a price reduction, or have the owner arrange for ask for cash back or a price reduction, or have the owner arrange for 
the repair prior to closing, says Corbett. If you’re buying a condomin-the repair prior to closing, says Corbett. If you’re buying a condomin-
ium in a brand-new building, Hill suggests asking for free parking or ium in a brand-new building, Hill suggests asking for free parking or 
to have the condo fee waived for two years.  to have the condo fee waived for two years.  

* KipTip

http://Amazon.com


68

KIPLINGER’S PERSONAL FINANCE    10/2014

LIVING »

Ask about discounts. Asking 
whether any discounts or 
coupons are available is 
another strategy for easing 
into a negotiation. You may 
already qualify for dis-
counts if you’re a member 
of, say, AARP or AAA. But 
sometimes stores have cou-
pons that cashiers can ap-
ply to any purchase. Or the 
cashier may direct you to a 
mobile app or a flier where 
you can find a coupon. And 
when it comes to starting 
a new service, such as a 
gym membership, try ask-
ing to have an initiation fee 
waived. Even if the service 
refuses at first, it may come 
back with a yes if you say 
that you are about to walk 
away.  

Layer your requests. If you’re 
interested in buying three 
necklaces, for example, 
start by expressing interest 
in one of them. Then look 
at a couple more necklaces 
and ask whether you can 

BARGAIN AT THE SHOWROOM
EVERYONE KNOWS YOU SHOULDN’T PAY FULL STICKER PRICE FOR EVERYONE KNOWS YOU SHOULDN’T PAY FULL STICKER PRICE FOR 
a new car, but few people savor the prospect of trying to whittle a new car, but few people savor the prospect of trying to whittle 
down the cost. What’s more, most buyers are likely outmatched in down the cost. What’s more, most buyers are likely outmatched in 
the haggling game by salespeople with years of daily experience the haggling game by salespeople with years of daily experience 
thrusting and parrying around the showroom floothrusting and parrying around the showroom floor.r.

Before you set foot in the showroom, arm yourself with infor-Before you set foot in the showroom, arm yourself with infor-
mation on prices to assess demand for the vehicle you want. At mation on prices to assess demand for the vehicle you want. At 
Edmunds.com, KBB.com and TrueCar.com, you can see transaction Edmunds.com, KBB.com and TrueCar.com, you can see transaction 
prices in your area. “If you want to be first on the block to drive a prices in your area. “If you want to be first on the block to drive a 
hot new model, a fair price is sticker price,” says Jesse Toprak, chief hot new model, a fair price is sticker price,” says Jesse Toprak, chief 
analyst for Cars.com. But most often, a fair price—one that reflects analyst for Cars.com. But most often, a fair price—one that reflects 
what others are paying while giving the dealer a profit—will fall what others are paying while giving the dealer a profit—will fall 
somewhere between the invoice and the sticker. somewhere between the invoice and the sticker. 

Rather than going straight to a dealership, call—or, even better, Rather than going straight to a dealership, call—or, even better, 
e-mail—managers at a few dealers in your area, and ask for the e-mail—managers at a few dealers in your area, and ask for the 
best price on the car you want. Then pick the dealer you would most best price on the car you want. Then pick the dealer you would most 
like to buy from. If it didn’t quote the lowest price, ask whether it like to buy from. If it didn’t quote the lowest price, ask whether it 
can beat the best offer you got. To avoid naming your price first, ask can beat the best offer you got. To avoid naming your price first, ask 
the salesperson how low he or she can go. Then you can toss out a the salesperson how low he or she can go. Then you can toss out a 
lower price than your target. But don’t dip so low that the dealer lower price than your target. But don’t dip so low that the dealer 
dismisses you. dismisses you. 

At each step of the negotiation, repeat all of the discounts or At each step of the negotiation, repeat all of the discounts or 
deals that you’ve discussed previously to reinforce what you’ll be deals that you’ve discussed previously to reinforce what you’ll be 
getting when it’s time to move to the paperwork. Any cash rebate getting when it’s time to move to the paperwork. Any cash rebate 
should come off the final, negotiated price—not the sticker priceshould come off the final, negotiated price—not the sticker price..

Don’t let the salesperson rush you, but don’t let the back-and-Don’t let the salesperson rush you, but don’t let the back-and-
forth drag out too long, either. “Be somewhat unpredictable” so forth drag out too long, either. “Be somewhat unpredictable” so 
the dealer understands that you’re willing to walk away, says Philip the dealer understands that you’re willing to walk away, says Philip 
Reed, senior consumer advice editor at Edmunds.com. For example, Reed, senior consumer advice editor at Edmunds.com. For example, 
if the salesperson takes your offer to a manager several times, say if the salesperson takes your offer to a manager several times, say 
that you’re going to look at other cars on the lot while you wait.that you’re going to look at other cars on the lot while you wait.

Timing is important. Mondays, Tuesdays and Wednesdays tend Timing is important. Mondays, Tuesdays and Wednesdays tend 
to be better for buyers because dealerships are less crowded than on to be better for buyers because dealerships are less crowded than on 
the weekend. Toward the end of the month, dealers may be trying to the weekend. Toward the end of the month, dealers may be trying to 
hit sales quotas. And at the end of the summer and into the fall, they hit sales quotas. And at the end of the summer and into the fall, they 
are pushing out inventory to make way for new model-year cars. are pushing out inventory to make way for new model-year cars. 

Avoid the F&I tricks. Never reveal to a salesperson your monthly Never reveal to a salesperson your monthly 
budget; there are many ways to extend the loan or play with the rate budget; there are many ways to extend the loan or play with the rate 
to meet your monthly nut while inflating the price of the vehicle. If you to meet your monthly nut while inflating the price of the vehicle. If you 
need a car loan, check with several banks and credit unions before-need a car loan, check with several banks and credit unions before-
hand, and have a preapproval in hand so you can compare the rate hand, and have a preapproval in hand so you can compare the rate 
and terms with any offer from the dealer or manufacturer.and terms with any offer from the dealer or manufacturer.

Always negotiate the value of your trade-in separately. Always negotiate the value of your trade-in separately. 
And watch out for extras that jack up the cost of your car in And watch out for extras that jack up the cost of your car in 
the finance and insurance (F&I) office. But ask whether the the finance and insurance (F&I) office. But ask whether the 
dealer will provide any upgrades—say, an alarm system or a dealer will provide any upgrades—say, an alarm system or a 
set of floor mats.

* KipTip
get a discount for buying all 
three. When you get to the 
checkout desk, see whether 
paying with cash will win 
you any additional savings. 
This can be an especially 
effective strategy at smaller 
shops, which may feel the 
sting of the fees that banks 
charge merchants when  
customers swipe credit 
cards. Throughout the con-
versation, keep repeating to 
the seller anything to which 
he has already agreed to 
help cement the deal.

Request extra perks. If angling 
for a discount falls flat, try 
asking the merchant to add 
a perk instead. At the furni-
ture store, for example, ask 
for free assembly or deliv-
ery. See if you can get a free 
extended warranty on an 
appliance. Or a merchant 
might be willing to toss in, 
say, an extra battery char-
ger for the camera you’re 
purchasing. ■

http://Edmunds.com
http://KBB.com
http://TrueCar.com
http://Cars.com
http://Edmunds.com
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Cash Out Your Lease

A  
contract is a contract, right? You 
sign on the dotted line and agree 
to certain terms. With a lease, you 
agree to pay x amount for, say, 36 

months, and at the end of the lease term 
you can either buy the vehicle or turn it in.

But there’s a third option listed in your 
contract, although it’s unlikely any dealer 
will mention it: You can sell your leased car 
yourself before the end of the lease. 

A colleague at Kiplinger’s, Manny Schif-
fres, recently did this. He had five months 
left on his leased Lexus ES 350 when he 
decided he didn’t need the car anymore and 
wanted out of the contract. Rather than put-
ting up with the hassle of selling the car to 
a private party, he sold it to CarMax, which 
handled the paperwork and paid off the 
leasing company. He saved about $3,000 
on the remaining payments and insurance. 

You could walk away from your lease 
with a check in your hand if your vehicle 
is worth more than the purchase price 
written into the lease. Used-car values 
have shot up in the past few years. Plus, 
the residual value—what the car is assumed 
to be worth at the end of the lease term—
is rarely spot-on.

Take the money and run. Some dealers are 
beating customers to the punch, contacting 
lessees to offer a sweet deal on a new leased 
vehicle. In leasing lingo, this is called a 
pull-ahead program. The offer may include 
waiving your last few payments and end-
of-lease fees. The new monthly payments 
might even be lower than what you are 
paying now. It sounds great, but don’t 
take the bait—at least not yet. The fact 
that they are reaching out to lessees means 
they want your car and they are confident 
they can turn around and sell it for a profit, 
says Tarry Shebesta, president of Lease
Compare.com. 

You may be able to pull the profit out 
of the car yourself, but you’ll need to know 
what your vehicle is worth. Look at a site 

that lists used-car values, such as Kelley 
Blue Book (www.kbb.com), NADA Guides 
(www.nadaguides.com) or Edmunds.com, 
for the dealer retail price. Then call your 
leasing company and find out what your 
current payoff amount is, including the 
remaining payments, the cost to buy the 
car and the termination fee (a few hun-
dred dollars). 

When your payoff is less than what 
the car is worth, it makes sense to sell it. 
A dealer or CarMax can appraise the car, 
contact the leasing company for the payoff 
quote and write you a check for the differ-
ence. If you’d rather try your hand at boost-
ing your profit by selling the car to an 
individual, LeaseCompare.com will handle 
the paperwork for $495 so the title trans-
fers directly to the new owner and sales 
tax is paid only once. Otherwise, you’d pay 
tax to purchase the car from the leasing 
company, and the person who buys your car 
would pay tax to register the car (dealer-to-
dealer transfers don’t incur sales tax). 

If you wait until the end of the lease and 
turn the car in, be prepared to pay some 
fees. You’ll pay a disposition fee of $200 to 
$500 to cover the cost for the leasing com-
pany to clean up the car, prepare it for sale 
and handle the paperwork. If you’ve gone 
over the mileage allotment, you’ll pay about 
20 cents per extra mile.

If the car has a few scratches, you prob-
ably won’t be charged for excess wear and 
tear. But get anything more serious fixed 
before you turn the car in. It will likely be 
cheaper to pay for the fixes yourself than 
to be billed for the damage later. 

Don’t dismiss the option of buying the 
car at the end of the lease and keeping it, 
even if comparable vehicles are selling for 
less than the lease’s purchase price. You’ll 
pay a purchase option fee of $200 to $500, 
but the peace of mind of knowing the car’s 
history may be worth the extra cost. ■

JESSICA ANDERSON > Drive Time

ASK JESSICA A QUESTION AT JANDERSON@KIPLINGER.COM, OR 
FOLLOW HER ON FACEBOOK OR TWITTER AT JANDERSONDRIVES.

“You could 
walk away 
with a check 
if your vehicle 
is worth 
more than 
the purchase 
price written 
into the 
lease.”

http://LeaseCompare.com
http://www.kbb.com
http://www.nadaguides.com
http://Edmunds.com
http://LeaseCompare.com
mailto:JANDERSON@KIPLINGER.COM
http://LeaseCompare.com
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existing condition that 
won’t be covered. Older 
pets, especially those 7 to 10 
years old, may not qualify 
for coverage. 

3. What to look for. The aver-
age policy costs about $30 to 
$35 a month. The more ex-
pensive the policy, the more 
it will cover—for example, 
you can get accident-only 
coverage (say, if Fluffy takes 
a spill and breaks her leg) 
for $10 a month, but a com-
prehensive policy (including 
preventive care) with a $100 
deductible and $15,000 an-
nual payout limit could run 
$100 a month. There are 
about a dozen insurers to 
choose from, and it can be 
difficult to compare policies. 
Go to www.petinsurance
review.com for a rundown 
on each company.

4. What you’ll get back. 
Only one company, VPI, 
uses a benefits schedule; 
for each diagnosis, there’s 
a ceiling on how much the 
company will pay. The up-
side is that premiums tend 
to be less expensive, and 
you know exactly what you 

1. Pet health care is pricey. 
Veterinary care accounted 
for $14 billion of the nearly 
$56 billion Americans 
spent last year on their pets. 
One reason: Vets are recom-
mending many of the same 
advanced medical treat-
ments available to humans. 
To cover the escalating cost, 
pet owners are turning to 
insurance. Pet insurance 
works a lot like human 
health insurance when you 
go out of network: You may 
take your pet to any vet, 
but you pay directly, then 
submit your claim. Policies 
cover illness and accidents, 
and many insurers now of-
fer wellness riders to cover 
routine care, such as check-
ups, vaccinations, and spay-
ing and neutering. 

2. But he’s your best friend. 
Pet insurance probably isn’t 
a good deal if all your pet 
needs is routine care. What 
a policy buys you is peace of 
mind in case your pet has a 
serious illness or accident. 
And if you buy a policy 
when your pet is young, you 
minimize the chances of an 
illness being deemed a pre-

What You Need 
to Know About 
Pet Insurance
It can help defray the cost of big-ticket vet 
bills. BY JESSICA ANDERSON

LOWDOWN will receive. The downside 
is that in more-expensive 
areas of the country, the 
schedule may not reflect 
what you’ll be charged. 
Most companies pay a per-
centage of the vet bill—typi-
cally 80% to 90%. 

5. Know the ins and outs. 
Preexisting conditions are 
never covered, which adds 
an incentive to purchase 
a policy before your pet has 
health issues. Hereditary 
disorders may not be cov-
ered, either. Read the fine 
print, or ask a company rep 
if you own a breed with 
known problems, such as 
hip dysplasia in golden re-
trievers. Pay attention to 
deductibles and maximums. 
Deductibles may be annual, 
per visit or per incident 
(you may have several vet 
visits for one illness). And a 
company may impose an an-

nual maximum, a maximum 
per incident or a maximum 
over your pet’s lifetime. 

6. Discounts for members. 
You may be able to cut costs 
with a membership plan. 
For example, Banfield Hos-
pitals (a national chain as-
sociated with PetSmart) 
offers coverage for routine 
care starting at about $20 
per month, with discounts 
of up to 20% on other serv-
ices. Pet Assure offers a dis-
count program at partici-
pating vet practices; $99 
a year for dogs and $79 for 
cats gets you a 25% discount 
on all medical services, and 
family plans are available 
for those with multiple pets. 
If you don’t want to prepay, 
you could use a CareCredit 
health card (www.care 
credit.com) at participating 
practices; it offers special 
financing options. ■

http://www.carecredit.com
http://www.petinsurancereview.com
http://www.petinsurancereview.com
http://www.carecredit.com


    Don’t Run Out of Money During Retirement

What Investors Should Worry About
It’s no secret that the vast majority of Americans entering their retirement years 
are doing so with vastly underfunded retirement savings. However, even if you 
have signifi cant fi nancial assets in your retirement savings, assets in excess of 
$500,000, your hope for a comfortable retirement is hardly assured. In fact, 
you could be headed for a fi nancial disaster just when you can least afford it.

And that’s why you should request a free copy of Fisher Investments’ The 
15-Minute Retirement Plan: How to Avoid Running Out of Money When You 
Need It Most. Unlike most retirement advice, this guide is written for Kiplinger’s 
readers with investible assets of $500,000 or more. You’ll be surprised at what 
you might learn and how much you might benefi t.

The 15-Minute Retirement Plan is loaded with practical information that you can use 
to help meet your personal fi nancial goals in retirement. Specifi cally, you’ll learn:

• The truth about how long your nest egg can last
• How much you can safely take as income each year
• How infl ation can wreak havoc with your plan and how to deal with it
• Why so-called safe investments just might be the most risky approach
• How reacting to short-term market movements can hurt your returns
• And much, much more!

Benefi t From The FREE Retirement Guide
If you have investible assets of $500,000 or more, you’re invited to take 
advantage of this opportunity to benefi t from the research professionals at 
Fisher Investments. These insights are unique, not available from anyone else 
and absolutely free. We are making this guide available to you for two reasons. 
First, we believe this information will be of great interest and usefulness to
investors with substantial assets. Second, while there is no obligation or 
assumption that you will be interested in our money management services, 
by sharing our intellectual capital we simultaneously provide a solid introduction 
to Fisher Investments’ philosophy and approach.  

About Fisher Investments
Fisher Investments is a money management fi rm serving successful individuals 
as well as large institutional investors. With over $58 billion* in assets under 
management and with a track record of over 25 years in bull and bear markets, 
Fisher Investments uses its proprietary research to manage money for investors 
who want their money to last.

I want to send you The 
15-Minute Retirement Plan 
because it contains valuable 
information you can use to 
help attain one of life’s most 
important assets: fi nancial 
peace of mind. After living 
through the bear market and 
the Great Recession, it’s more 
important than ever to request 
your free report, even if you 
have an investment plan in 
place. Just one insight might 
change your future.

The call to request your copy 
only takes a minute, but the 
rewards could last 
a lifetime.

 
Ken Fisher
–  CEO and Co-Chief 

Investment Offi cer, 
Fisher Investments

–  Forbes “Portfolio Strategy” 
columnist for 29 years

–  Author of 10 fi nancial 
books, including four 
New York Times 
bestsellers 

 Please hurry! This offer contains time-sensitive information.

Call today for your FREE report!
1-800-695-5929 Ext. A752

 ©2014 Fisher Investments. 5525 NW Fisher Creek Drive, Camas, WA 98607. 
Investments in securities involve the risk of loss.  Past performance is no 
guarantee of future returns. *As of 6/30/2014.

® 



At www.zillow.com, click on “Zesti-At www.zillow.com, click on “Zesti-
mate” and plug your address into the mate” and plug your address into the 
search box. You’ll get an estimate of search box. You’ll get an estimate of 
your home’s market value—what you your home’s market value—what you 
might reasonably expect a buyer to pay might reasonably expect a buyer to pay 
for it. Zillow collects data from public for it. Zillow collects data from public 
records and recent comparable home records and recent comparable home 
sales and runs the information through sales and runs the information through 
a computer model. a computer model. 

Zillow encourages users to correct the Zillow encourages users to correct the 
data or add features. Choose “Edit home data or add features. Choose “Edit home 
facts and photos” from the drop-down facts and photos” from the drop-down 
menu next to “Report Home.” (You will menu next to “Report Home.” (You will 
have to register and sign in.) You can add have to register and sign in.) You can add 
a personal description of your home and a personal description of your home and 
upload a photo. upload a photo. 

Zillow says the accuracy of its data de-Zillow says the accuracy of its data de-
pends on what’s available in your area. pends on what’s available in your area. 
Nationally, Zestimates have a median Nationally, Zestimates have a median 
error rate of 6.9%, which means half are error rate of 6.9%, which means half are 
within the error percentage and half are within the error percentage and half are 
less accurate. You can check error rates less accurate. You can check error rates 
for top metro areas and by state in the for top metro areas and by state in the 
Help Center. Also check the information Help Center. Also check the information 
for your home, such as the number of for your home, such as the number of 
bedrooms and the total square feet of bedrooms and the total square feet of 
living space. living space. 

THE PAYOFF
You can get a read on whether 
your home’s price is going up 
or down.

Estimate Your Home’s Value3 SIMPLE STEPS

ILLUSTRATION BY ANDY HAUILLUSTRATION BY ANDY HAU

STEP 1

STEP 2

STEP 3
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Because seeing the whole fi nancial picture is a clear advantage.

You can view your Merrill Edge investment and Bank of America bank 
accounts on one page with a single login. Get a complete overview 
of your fi nances at a glance. Merrill Edge. It’s investing, streamlined.

merrilledge.com/streamlined

Bank with Bank of America. Invest with Merrill Edge.

View your investing and 
banking accounts on the 
same page with Merrill Edge.®

Certain banking and brokerage accounts may be ineligible for real-time money movement, including but not limited to transfers to/from bank IRAs (CD, Money Market), 529s and Credit Cards 
and transfers from IRAs, Loans (HELOC, LOC, Mortgage) and accounts held in the military bank. Merrill Edge is available through Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S), 
and consists of the Merrill Edge Advisory Center (investment guidance) and self-directed online investing. MLPF&S is a registered broker-dealer, Member SIPC and a wholly owned subsidiary 
of Bank of America Corporation. Banking products are provided by Bank of America, N.A. and affi liated banks, Members FDIC and wholly owned subsidiaries of Bank of America Corporation.

Investment products: ©2013 Bank of America Corporation. All rights reserved. AR88BFC5Are Not FDIC Insured  Are Not Bank Guaranteed  May Lose Value

http://merrilledge.com/streamlined
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