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There’s no better time than the beginning of a new year to review
your retirement investments with your ﬁnancial professional.
Here are two important factors to consider in light of any life
changes you’ve experienced since your last portfolio review.
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Your time frame
If you have many years until retirement, you may want to
increase your risk in exchange for the opportunity to earn
potentially higher returns. With a long time frame, your investments should be able to recover from short-term market slumps.
Your ﬁnancial professional may recommend that you sell some
lower risk investments (such as ﬁxed income investments) and
buy higher risk investments (such as stock investments) or invest
a larger portion of new contributions to your retirement account in
higher risk investments.
As you get closer to retirement, consider trimming the portion of your
portfolio invested in higher risk investments and increasing the portion in lower risk investments. The idea is to reduce your exposure to
risk and potentially preserve more of your retirement assets.

Your asset allocation
Asset allocation* is the way your investments are divided among the
different asset classes. Over time, investment performance can alter
your account’s actual allocation. As a result, you may be exposed to
more — or less — investment risk than you intended or is
appropriate for your current situation.

Fine-tuning Your

If your asset allocation has changed
more than you’d like, or changes in
your situation make a different asset
allocation more appropriate for you,
selling investments in the overweighted
asset classes and buying investments in the
underweighted classes can bring your allocation back in line.
(Rebalancing a portfolio can have tax consequences if done
outside a retirement account.) Or you can direct new retirement contributions into the underweighted asset classes
until your original allocation percentages are restored.

Retirement Account
for Life’s Changes
If your life has changed — you’ve
married or divorced, had a child,
lost a spouse or suffered a ﬁnancial
setback — your retirement portfolio’s risk level may no longer match
your risk tolerance. And until you
take action, you could be endangering your retirement security.

* Asset allocation does not guarantee a proﬁt or protect
against losses.
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Improving

Your
Health
and
Your Wealth
If you’re sick about how much you’re spending on
medical expenses, here are some ideas for keeping your
budget healthier by keeping health care costs down.
Stay in network. Using health care providers — doctors, specialists, health care facilities and medical labs — in your health
insurer’s network will likely keep your out-of-pocket costs down.
Copays for out-of-network providers are generally higher.
Consider the urgency. If you need a doctor after normal ofﬁce
hours and it’s not an emergency, going to an urgent care facility
instead of an emergency room may save you money.
Maximize deductibles. If you’ve met your deductible for the year
(or you’re close), schedule additional medically necessary
doctors’ visits and/or procedures before year-end.
Negotiate costs. Providers charge different amounts, so investigate fees ahead of time. Also, if you’re paying out of pocket, see if
your provider will consider giving you a cash discount.
Shop around for prescription discounts. Compare prices and look
for deals at your local pharmacies as well as online. Keep in mind
that generic drugs are generally less expensive than the brandname versions.
Take preventive measures. Early detection helps reduce medical
costs, so don’t skip annual checkups and preventive-care
screenings. These services are often covered by insurance plans
with no deductible or copay.
Commit to healthy living. Losing weight, eating healthy foods,
exercising, stopping smoking — changes like these can help you
stay out of doctors’ ofﬁces and off expensive medications.

Avoiding Medical ID Theft
If your medical identity is compromised, it may cost you dearly — in more ways than one. In
addition to affecting your insurance records and your credit report, the thief’s medical
information might get mixed in with yours, which could affect your treatment as well. Take
the following precautions:
• Beware of scams, online and by phone, that offer free health services or products in return
for health insurance or other personal information.
• When you receive an Explanation of Beneﬁts (EOB) or Medicare Summary, review it
carefully. Conﬁrm the name of the provider, date of service and service provided.
• Keep copies of your medical records in a secure place.
If you think you’ve been victimized, send copies of your police report or identity theft report to
your health insurer and the three national credit reporting agencies. You may even want to
place a fraud alert on your credit ﬁles.

Can You Deduct It?
Ready or not, tax season is here. So now’s the time to hunt for every tax
deduction you can ﬁnd. Here’s some information you may ﬁnd useful.
Volunteering. It may seem like you should be able to deduct the value
of the services you donate to a nonproﬁt organization, but you can’t.
What you can deduct (if you itemize your deductions) are out-ofpocket costs you incur while you’re performing services, such as the
unreimbursed expenses of using your car to perform services (or a ﬂat
14 cents per mile), plus tolls and parking fees.
Donating a used car. As with other charitable contributions, you must
itemize your deductions to claim a deduction for a vehicle donation. If
you donate a car worth more than $500 to a qualiﬁed charity, your
deduction generally is the amount the charity receives when it sells the
vehicle. The only way a deduction can be based on the car’s fair market
value at the time of the donation is if the charity uses the vehicle in its
operations or materially improves it before selling it.

Student loan interest. Only the person obligated to pay interest
on a student loan may deduct the interest (up to $2,500
annually; income and other limits apply). So, if you’re making
payments on behalf of your college student, only he or she can
deduct the amounts — and only if he or she is no longer your
dependent for tax purposes.

This Branch Is Closing . . .

.

Do your kids think the National Bank of Mom & Dad is always open?
Unless you’re prepared to foot the bills indeﬁnitely, once your
children hit their teens, it’s time they learn the value of money.

Kids and Taxes
Will your child have to pay income tax this year? It’s
possible. Unfortunately, the IRS doesn’t let kids with
investment income or earnings from a job off the hook.
Until kids reach a certain age, their unearned income is
subject to the “kiddie tax” rules, which basically prevent
parents from saving taxes on investment income by
putting investments in a child’s name so the income will
be taxed at the child’s lower tax rate. Under the rules for
2013, children owe income tax at their parents’ highest
marginal rate on unearned income of more than $2,000.
Dependents get a $1,000 standard deduction (assuming they have only unearned income) for 2013.
Earned income is treated the same as an adult’s. If
income tax is due, children pay tax at graduated rates
starting at 10%.
The rules are complicated, so be sure to consult your
tax advisor.

Provide a job

Offer an incentive

You can teach young teens about
earning money right at home by
setting up a chore list and a weekly
allowance or hourly wage. Establish
ground rules, outline expectations
and cut back on unwarranted cash
handouts. Save gift giving for
special occasions.

Encourage your teen to open a
savings account. Add some
incentive by matching all or a
portion of the amount your child
saves, including cash gifts from
other family members.
You’ll know you’re on the right
track when your teen asks for a
raise or wants to negotiate a
richer match.

Let’s Talk

RETIREMENT

determined to invest more for retirement this year. How much
Q I’m
can I contribute to my employer’s 401(k) plan?

2014, the maximum amount an employee can contribute to
A Ina 401(k)
plan is $17,500, plus a $5,500 catch-up contribution if
age 50 or older — the same as in 2013. These annual limits are
subject to inflation adjustments. Check with your employer. Some
plans have lower contribution limits, and not all plans allow catch-up
contributions.
I contribute to my employer’s plan and an individual
Q Can
retirement account (IRA)?

you (and your spouse) have until April 15, 2014, to open and make a 2013
A Yes,
contribution of up to $5,500 to a traditional or Roth IRA regardless of participation in an
employer’s retirement plan — $6,500 if you’re age 50 or older. You (and/or your spouse) must have
earned income equal to or greater than your IRA contribution amount.
Once your modified adjusted gross income reaches certain levels, though, your income-tax deduction for
contributions to a traditional IRA may be phased out if either you or your spouse participates in an
employer’s plan. Those income levels? For unmarried plan participants, $59,001 to $68,999, with no
deduction available once income reaches $69,000 (in 2013). For married plan participants filing jointly,
the phaseout range is $95,001 to $114,999, with no deduction available once income reaches $115,000.
Individuals who don’t participate in an employer plan but have a spouse who does see their deduction
phased out between $178,001 and $187,999, with no deduction available once income reaches $188,000.
Note that other income limits restrict some people from contributing to a Roth IRA, whether or not they
participate in an employer’s plan. Talk with your financial professional.
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We Value Your Input...
Your feedback is very important to us.
If you have any questions about any of the subjects
covered here, or suggestions for future issues, please
don’t hesitate to call. You’ll find our number on the
front of this newsletter. It’s always a pleasure to hear
from you.
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