
The answer is when you are in re-
tirement.  One thing I try to
stress to my clients is that it is an

entirely different ballgame in retirement
and requires different strategies for man-
aging your wealth.  You have had 40 years
to learn how to save and grow your assets.
Now, the objective changes from one of
growing your money to one of spending
your money while at the same time pre-
serving your assets and generating in-
come.  Managing your tax liability also
becomes extremely important as you are
now pulling money out of accounts that
may have grown tax-deferred for many
years.

One of the most basic risks that many
people are not aware of is what is referred
to as Sequence of Return risk (see page 5).
What that means is that the order of re-
turns in retirement can have a drastic im-
pact on your wealth. In fact, the
sustainability of portfolio withdrawals is
driven far more by the sequence of returns,
than the actual long-term return itself.  

Basically, in retirement you are selling
your investable assets versus contributing
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WHEN DOES A 4% RATE OF
RETURN EQUAL 1.5%?

towards your nest egg.  Therefore, losses
hurt you more in retirement as you are
potentially selling when things are down.
This phenomenon helped you in your
working years because you were able to
buy more when the market was down, in
other words, buying when they are on
sale.  Another issue is the fact that losses
are not the same as gains.  If you lose 50%
of your investable assets, you will need to
make 100% just to get back even.  If you
looked at the S&P 500 from December
31, 1999 through December 31, 2015,
your average annual rate of return was
4.06%, not a good time for the U.S. stock
market.  If you retired during this time
and withdrew 4% per year, increasing by
3% a year to keep pace with inflation,
guess what your rate of return was?  As
you probably already guessed, it was 1.5%.  

Not having a strategy to deal with this risk
in retirement can be hazardous to your
wealth.  No portfolio is risk-free, but
through careful planning, risk and volatil-
ity can be minimized while maintaining
long-term growth for a healthy retire-
ment.
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“I have never known anyone who
could consistently time the market.

And in fact I’ve never known anyone
who knows anyone, who was able to

consistently time the market”
~ Princeton Economist, Burton Malkiel
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In December, Kaylan graduated from Azusa Pacific University.  My mom came and stayed for
a week to attend the graduation.  We had a large party where I surprised Kaylan with a French
crepe chef.  It was lots of fun and I was grateful for the time spent with all our family and
friends.  Mom was also able to celebrate an early Christmas with us before returning to Texas.
Shortly afterwards, Kaylan and her best friend found out they were accepted into the Accel-
erated Nursing Program at Belmont University in Nashville, TN.  It doesn’t start until August,
but she couldn’t be more excited.  The rain has put a damper on my golf and hiking but opened
the door to lots of hot yoga! 

Personal Notes
Life has thrown a couple of curve balls lately.  My friend Ken and another friend’s mom, who was also
on the young side, passed away unexpectedly.  It has made me stop and appreciate each day I’m given
here on this Earth.  We had a wonderful visit with our son, future daughter-in-law, and 4-year-old
grandson, Dominic. Dominic has spent the last two years fighting brain cancer at St. Jude’s.  His last
scans were clear!  He is so sweet.  When we asked him if he remembered what his mommy looked like
before he lost his sight, he quickly said, “a princess”.  We love his heart, his innocence and his amazing
outlook.  In January, Dale had an amazing time in Wisconsin shooting the faith-based film, The Author,
The Star, and The Keeper.   It should come out later this year, but meanwhile, you can see the
teaser at: https://vimeo.com/298744245?ref=em-share.  Dale and I have a few trips coming up: Indian
Wells Tennis Tournament, South Carolina, and to Seattle for a marriage retreat to catapult our rela-
tionship to the next level.

This Christmas, my son Nathan and new daughter-in-law Amanda took flight for 12 hours and
landed in Sweden, Amanda’s homeland.  They stayed with her parents and had a great time walking
the streets of Stockholm and meeting up with friends they hadn’t seen for a couple of years.  They
were invited to stay in a ski cabin for a few days and had a wonderful time learning how to ski and
watching amazing sunsets.  Upon their return I was told that they would like to move to Sweden in
a couple of years.  I would be terribly sad to see them go, but it would be a great adventure for Nathan
and a wonderful place to visit.  As for me, I’ve been enjoying the rain and working on anything other
than cleaning out house and yard as planned.  I’ve almost finished crocheting an entire afghan out
of procrastination!

Shea Allen

It’s a new year and I’ve had several first experiences already. Last month, I was invited to the
Santa Anita racetrack for the first time. Although I did not place any bets, I now understand
the exhilaration and excitement people get when rooting for the underdog that surprisingly
wins the race.  Another first for me was attending a black history event and witnessing a dis-
course among protestors against a prominent figure in the city. Emotions ran high by a group
of mothers who’d lost loved ones. It showed me that things aren’t always black and white.  Mean-
while, I am bracing myself for sending my 13-year-old daughter, Brady, off on a plane for her
first solo trip.  She is going on a week-long class field trip to Washington D.C.  How will she
survive without me?!

Tracey Rosado

Lynda Scott

Bruce & Dale Horowitz

My view as I write this is of Mitchell’s Bay on the Foveaux Strait at the southern tip of New
Zealand... more on that in the next issue. We had a lovely holiday season with family. Thanksgiv-
ing was in Oregon at my father-in-law’s farm. We helped set up for their U-cut Christmas tree
sales. Our dog Tea also helped. We brought a fresh wreath home with us but couldn’t quite figure
out how to fit a tree in our luggage. Back home, our entire family was together for Christmas.
We took granddaughter Ruth to Disneyland twice. It was so very wonderful and we had the best
time! She’s been singing and playing various versions of “It’s a Small World” ever since. Now back
to watching the waves...

Ren Barinaga
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Market Index Performance Data as of February 28, 2019:

Source: Morningstar. Certain sections of this commentary contain forward-looking statements that are based
on our reasonable expectations, estimates, projections, and assumptions. Forward-looking statements are not
guarantees of future performance and involve certain risks and uncertainties, which are difficult to predict. All
indices are unmanaged and are not available for direct investment by the public. Past performance is not in-
dicative of future results. Index definitions can be found in the disclosure section at: www.iwstrategists.com/
market-update

EQUITIES
Index YTD 12 Month%
S&P 500 11.48% 4.68%
NASDAQ Composite 13.52% 3.57%
Dow Jones Industrial 11.62% 5.95%
Russell 2000 (US Small Cap) 17.03% 5.58%
MSCI  EAFE (International) 9.29% -6.04%
MSCI EM (Emerging Markets) 8.82% -12.07%

FIXED INCOME
Barclays US Aggregate Bonds 1.00% 3.17%
Barclays US Government Bonds 0.21% 3.21%
Barclays US MBS (Mortgage-Backed Bonds) 0.70% 3.58%
Barclays Municipal Bonds 1.30% 4.13%
US Treasury TIPS 1.28% 1.86%

After a rocky fourth quarter in
2018, stocks have rebounded
once again, led by the United

States.  As of the end of February, Large
company stocks were up 11.48% while
small company stocks increased 17.03%.
European stocks followed suit. Emerging
market stocks increased 8.82%, slightly
lagging.  Bonds have also plodded along
and increased 1-4% depending on the
sector.  The economy seems to be slowing
with housing, business and consumer
confidence weakening.  However, job
growth in the U.S. has been good and
corporate earnings are positive.  The val-
uations of financial assets are still high.
Most of the talk in the financial news has
to do with either politics and when the
next recession will hit.  There are definite
risks in the market, and we can count on
entering a recession at some point.  From
my perspective, in terms of managing
client behavior and making sure they
achieve their goals, focusing on predict-
ing the future is pointless.  I tell my
clients that we are not in the weather

forecasting business.  We do not try to
predict financial storms and bet your fi-
nancial future on our prognosticating
abilities.  We don’t believe anyone can do
this.  Our job is to make sure you have a

solid financial house that can weather the
storms when they do hit.  To this end, we
look to manage risk, have various vehicles
to protect against downside losses, and we
make sure our growth assets are not all
tied to the stock market. �

MARKET OVERVIEW

Continued on page 5

IS YOUR MONEY BEING USED TO IMPROVE
YOUR LIFE?

There’s a movement toward redefining money: instead
of accumulating money for what it can buy, more of us
want to use money to live the best life possible with

what we have—a concept known as Return on Life™ (ROL).

With ROL, money becomes a tool to help you live the life you
want. Accumulating as much wealth as possible is no longer the
primary objective of your financial plan. 

The traditional path to saving and investing has been to focus
on the future (retirement), and rely solely on numbers and re-
turn on investment (ROI). However, this approach often can
be misleading because it doesn’t consider your individual cir-
cumstances. “Beating the market” is often an artificial objective
because it is not likely to have a substantive impact on your
unique situation. Consider this: what does beating the market
by one percent more mean to how you live your life? Do market
returns have an impact on how you live your life?

What is relevant is developing a financial plan that considers
the following:

How much do you currently have invested?
What is your current cash flow?
What transitions are you currently experiencing, or expect
to experience (examples include paying down debt, divorce,
concern about illness, job loss, retirement, purchasing a
home, providing financial assistance to a family member)?
Do I feel comfortable with my level of financial obligations
(examples include housing expenses, leisure activities, and
healthcare expenses)?

By incorporating these factors into your planning, we can begin
to understand what needs to change (or not change) in order
to live the best life possible without overextending yourself. You
may even be pleasantly surprised to learn you can enjoy the
fruits of your labors sooner than expected!

Money does not exist for its own sake. Money exists as a utility
that we use to improve our lives.  How your returns compare to
any index, fund, investment category, or another person are less
consequential than whether you are meeting your own ROL
goals. Measure your success against your objectives, not some-

�

�

�

�
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AVOIDING COMMON ERRORS 
SURROUNDING RMDs

When it comes to their retirement accounts, many in-
vestors often fail to think about required minimum
distributions (RMDs). That oversight can lead to

unnecessary tax burdens and other financial issues. In order to
handle RMDs effectively, an understanding of the rules—and
common errors people make—can be beneficial.

Common error: I took an RMD from my 401(k). This will sat-
isfy both the RMD for that account and the one I have to take for
my IRA—or any other account for that matter.

What the rules say: RMDs can be aggregated for certain ac-
counts. For instance, if you have multiple traditional IRAs, you
can take an RMD from one account that equals the total
amount of RMDs you would have to take from all accounts.
So, if you have two traditional IRAs and each has an RMD of
$1,000, you can withdraw $2,000 from one account to satisfy
both RMDs.  RMDs for SEP and SIMPLE IRAs can be aggre-
gated with traditional IRAs as well. 

This same RMD aggregation rule can be applied to multiple
403(b) plans, too. You cannot, however, take an RMD from a
403(b) plan to satisfy an RMD from an IRA. And when it
comes to 401(k)s and other non-IRA accounts, such as profit-
sharing plans, you must take a separate RMD from each plan. 

Common error: My mother passed away and left me her IRA.
She hadn’t yet taken an RMD for the year. I don’t need to take one
either. 

What the rules say:When you inherit a traditional IRA from
which the decedent (i.e., original account owner) was taking
RMDs, it is up to you, as the beneficiary, to satisfy any missed
distribution and to pay the taxes on that distribution at your
marginal tax rate. If there are multiple beneficiaries, the RMD
amount is typically divided among the group, and each person
is responsible for paying taxes on his or her portion from his or
her own IRA beneficiary distribution account (BDA). 

Tip:When multiple siblings are involved, one beneficiary may
want to take a lump-sum distribution of the inherited account,
rather than continue taking RMDs from an IRA BDA. In this
case, the sibling taking the lump sum could use some of those
funds to satisfy the decedent’s missed RMD, leaving the other
siblings’ IRA BDAs intact until they reach their required be-
ginning date (RBD) and have to start taking their personal
RMDs. Of course, this would require the sibling taking the
lump-sum distribution to agree to the solution.

Common error: I inherited an IRA BDA from a relative. I can
base the RMDs on my own life expectancy.

What the rules say:Generally, RMDs from an inherited retire-
ment vehicle are based on the beneficiary’s life expectancy, but
that’s not the case when the account was previously inherited
by another person. Here, the RMDs continue to be based on
the previous beneficiary’s life expectancy. So, if A dies and leaves
an IRA to B, B now has an IRA BDA. When B dies and leaves
the IRA BDA to C, C must withdraw RMDs as if B, the origi-
nal beneficiary, were still alive. 

Common error: I inherited a Roth IRA. I know my own Roth
does not have RMDs. The same rule must apply to this inherited
account.

What the rules say: Even though the account is a Roth IRA,
because it is an inherited IRA—and, thus, a BDA—it is subject
to IRA BDA rules, which means that RMDs must be taken. 

Common error: I just retired and have a substantial RMD due
from my 401(k) plan and a small RMD due from my traditional
IRA. I can just roll the 401(k) into the IRA and take the smaller
RMD.

Quick Facts About RMDs:RMDs generally begin at age 70½.
IRA RMDs can be aggregated.  403(b) plan RMDs can be ag-
gregated.  Qualified plan RMDs (i.e., 401(k) or profit-sharing
plans) cannot be aggregated.  IRA-based plans (SEPs, SIM-
PLEs, and SAR-SEPs) always have RMDs at age 70½.  Inher-
ited retirement accounts use the life expectancy of the original
beneficiary(ies) for RMDs.  When inherited, both Roth and
traditional IRAs have RMDs.  Designation Roth accounts (i.e.,
Roth 401(k)s, 403(b)s, and 457(b)s) have RMDs.

What the rules say: Although you can roll your 401(k) into a
traditional IRA, the RMD amount is not eligible for rollover.
If, for some reason, the financial institution makes a mistake
and allows the RMD to be rolled with the other eligible assets,
the RMD for the 401(k) will still be due, as will the RMD for
the traditional IRA. The IRS does not give specific guidance
on this, but some experts advise that, in order to truly satisfy
the RMD from the 401(k) plan, the RMD amount must be put
back into the 401(k) plan and then withdrawn.  Otherwise, the
RMD would be taken entirely from the traditional IRA; as we
know from the first error outlined in this article, traditional
IRA and 401(k) RMDs cannot be aggregated. 

Tip:The rules state that the RBD for RMDs from a noninher-
ited 401(k) is April 1 of the year following the year in which
the account owner turns age 70½ or retirement, whichever is
later. So, the account owner in the above example, who retired
in 2019, would have until April 1, 2020 to take RMDs from

Continued on page 7
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Continued from page 1

WHEN DOES A 4% RATE OF RETURN EQUAL 1.5%?

one else’s. You don’t need to keep up with the Joneses—or any-
one else.  In order to enjoy ROL, you need to understand where
all your money is coming from and where all your money is
going—and why.  

Understanding the “why” enables us to create a plan that works
for you and your individual circumstances. You may be living
above your means and need to make changes to your lifestyle.
Or you may already have enough, and be able to take a trip or
enjoy another experience you have been putting off.  

Together we can address the following questions:

What challenges and opportunities are you currently 
facing?

What key transitions are looming on the horizon? 

Your answers to these questions will determine the inflow and
outflow of money, as well as your financial progress or decline.
Knowing your age, and how long you expect to live, isn’t
enough to develop a financial plan that works.

With ROL, you don’t give up the best of life or the best parts
of yourself just to get money. The money is there to serve you,
not vice versa. Instead of focusing on someone else’s definition

of success, write your own. ROL puts quality before quantity
by managing your assets in a way that improves your life and
provides peace of mind.

In traditional financial planning, the primary components in-
clude asset, risk, and debt management, as well as tax, estate,
and income planning. All of these areas are essential and neces-
sary for a strong financial plan, but there is more to developing
a strong financial plan than numbers. 

We all have different values and principles regarding money.
Each of us has a history, present circumstances and future hopes
that are unique. By focusing only on numbers, we miss enjoying
life now and in the future because we only concentrate on ac-
cumulating wealth. A financial plan designed with ROL as its
foundation is designed to build freedom, relieve the pressure of
ROI-focused planning and ensure your plan meets your goals.

There is no greater freedom, and no greater wealth, than living
the best life you can with the money you have.  �

Continued from page 3
IS YOUR MONEY ...

�

�

PUZZLE
PAGE 

ANSWERS
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Most married couples take a “divide and conquer” ap-
proach to household tasks and chores. One spouse
might handle weekly shopping, the other might han-

dle garbage and recycling. One spouse might handle laundry
and cleaning, the other might handle yardwork and mainte-
nance. One spouse might drive the kids to school, the other
might handle pickup and extracurricular activities. 

But household spending and budgeting is one of those respon-
sibilities that’s best tackled together. Money issues are one of the
biggest sources of marital tension, and a leading factor in di-
vorces. Here are five ways that you and your spouse can make
sure you agree on your household spending, avoid surprises, and
maximize the Return on Life™ your money provides.

1. Have an open and honest discussion.

Many couples assume their attitudes about money are aligned.
Then one day, the roof needs an emergency repair that taps a
savings account, or someone walks in the door with an unex-
pected splurge purchase (or worse yet, hides it!). 

Stressful situations are not the ideal time for a couple to discover
significant differences in spending habits. Sit down with your
spouse and have a thorough review of your finances and your
monthly budget. Find compromises that will allow you to save
for the future while still enjoying your present.

2. Understand the total household cash flow.

In many households, one spouse handles all the bill payments.
This can lead to misunderstandings, and arguments, about
where the money goes every month. 

Both spouses should understand how much the household
spends every month, and how your bills get paid. If you’re the
one who’s usually in charge of bills, take an hour to walk your
spouse through your process. Show him or her which bills are
paid electronically, which are paid by check, the monthly
amounts and due dates, etc. This won’t just help both spouses
understand the monthly cash flow, it will ensure that both
spouses can handle household finances in the event of an emer-
gency.

3. Be transparent about all assets and liabilities.

Newly married couples might still have banking or credit ac-
counts that are only in the original account holder’s name. The
other spouse might not find out about these accounts until a
credit card is maxed out, or a checking account is overdrawn. 

Again, the less stressful your reason for talking to your spouse,
the more positive the outcome will be. Financial secrets tend to
come out at the worst times, compounding stress, hurt feelings,
and strain on your budget. 

Your spouse should be a cosigner and beneficiary on all of your
accounts, and vice-versa. If one of those accounts carries a large
liability, get out in front of the problem and talk about how to
start paying it down. Discuss the ramifications of combining
any large individual assets with a tax professional or your finan-
cial advisor. 

4. Agree on a budget.

If one spouse is responsible for budgeting and bill pay, that per-
son often becomes The One Who Has to Say “No.” No eating
out this week. No weekend trip to the waterpark. No new cell
phones. No new clothes.

No fun! 

Nobody likes being in that position, especially if you’re saying
“No” to your children. Eventually, you or your spouse will resent
being The One Who Has to Say “No.” You should both under-
stand the household’s monthly cash flow and agree on how your
money is – and isn’t – spent. 

5. Get help.

Mint.com is just one of the many apps and web services that
help households set and maintain a budget. If you’re a small
business owner, Intuit offers a line of bookkeeping and tax prep
solutions to fit any needs. Automating select bill payments and
regular contributions to retirement and savings accounts can
also help to clarify your monthly budgeting picture. 

Finally, if there’s a spending gap between you and your spouse
that seems impossible to bridge, we can be an excellent resource.
It’s important to us that we understand where clients’ attitudes
about money come from, how they’ve developed, and how they
can diverge between couples. Facilitating this dialogue is key to
making sure both people have the best life possible with the
money they have…and we can help do that for you.  �

SPENDING: WHAT TO DO WHEN YOU AND
YOUR SPOUSE ARE NOT ON THE SAME PAGE?
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both accounts. The amounts of the RMDs would be based on
the year-end 2018 value of each account. 

Common error: I am still working, so I don’t have to take an
RMD from my SEP or SIMPLE IRA at my current employer.

What the rules say:Although you do not have to take an RMD
from a 401(k) plan if you are still working, this exception does
not exist for SEP or SIMPLE IRAs. Once you reach age 70½,
regardless of employment status, RMDs need to come out of
SEP and SIMPLE plans.

Ironically, if you are still working and active in the SEP or SIM-
PLE plan, you can continue to make contributions, even though
you are also taking RMDs. 

Common error: I have a Roth 401(k) or 403(b), and just like
my Roth IRA, I don’t need to take RMDs. 

What the rules say:One of the more puzzling rules regarding
RMDs is the fact that Roth 401(k) and Roth 403(b) plans both
have RMDs.  This is after-tax money, so the RMD does not in-
crease your tax burden like a distribution from a traditional IRA
would. But it can be a nuisance because, if you miss taking it,
you will incur a 50-percent penalty.  It may be smart to roll over
these designated Roth accounts into a Roth IRA prior to the
date you must start taking RMDs.  Be aware, however, that if
an RMD is due, that portion of the account balance is ineligible
for rollover.  �

Continued from page 4

AVOIDING COMMON ERRORS 
SURROUNDING RMDs

A VISION IN SPRING
e title is a clue to the word in the shaded diagonal

Across
1. Bleacher bum’s shout
4. TV teaser
9. Nope’s counterpart
10. Mature
11. “C’__ la vie!”
12. Wedding band, perhaps
13. Very funny person
15. “__ the point”
16. Angler’s basket

SPRING FORWARD SUDOKU

How to solve Sudoku puzzles. To solve Sudoku, you only need
logic and patience. No math is required.  Each 3x3 square region
must have only one occurrence of the numbers 1 through 9. Each
column and row of the large grid must have only one instance of
the numbers 1 through 9. The difficulty rating on this puzzle is EASY.

18. Thus
20. Antenna
23. For all to hear
25. French vineyard
26. Gunk
27. Run smoothly
28. Pre-enter course
29. Babysitter’s handful

Down
1. Tournament passes
2. Remove from office
3. Kind of nerve
4. Went forward
5. More moneyed
6. Pick
7. Track events

8. “I’m __ you!”
14. Kind of center
17. Chinese fruit
18. Be rude to
19. Earthenware pot
21. Starch
22. A compact mass
24. Painter’s medium
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