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Question A: 

You mentioned not taking out more than 4-5%per year from your retirement fund - does that depend on when you retire - the age you are when you retire? 2) what do you think about the role of living benefits in retirement planning products? How do you these living benefits changing over time? Those would be variable retirement products that guarantee a lifetime of income to a client despite what may happen in the market? 

Answer: 

Yes, the amount you spend will depend on the value of your overall assets and age you think you will stop working. This is a general rule-of-thumb experts use for most people who plan to retire anywhere from age 60-70. The 4-5 percent rule is meant to be used as a guideline. 

I’m personally not a huge fan of variable annuities simply because most carry enormous and often hidden fees. Living benefits are expensive and there are other options if you are looking for retirement income that are not as “packaged” and that packaging is what attracts most people. I just want you to look carefully INSIDE the box no matter how pretty the packaging might be!  That said, take a good look at Vanguard’s annuity products. As you may know, on MoneyTrack (www.moneytrack.org) our program doesn’t sell anyone’s products so I’m in a good position to tell you objectively that Vanguard’s overall expenses are much less than others. http://www.moneytrack.org/moneytopics/index.htm Check out my article about annuities and I hope you will watch for the show on your PBS local PBS station.  If we are not yet airing where you live, feel free to call or email your station and ask them when it will be on!  Thank you! 


Question B: 
How should people with low incomes and no pension plans or 401(k)s at work save for retirement? 

Answer: 

You are in a great position to invest by setting up an automatic investing plan through a broker such as Fidelity or Charles Schwab or Sharebuilder.com. Please take a look at the piece we did on Earl Crawley who has never earned more than $12/hour as a parking lot attendant, yet has a more secure retirement and higher net worth than most middle income working people!  www.moneytrack.org you can click and watch the story. 

Step one is for you to open a brand new brokerage account with one of the firms mentioned above. Call their toll free phone number and ask that a representative walk you through the process of opening an IRA account IF you have income from any work at all, you should be able to open a ROTH IRA. Please ask the broker to explain the account opening process and then direct the brokerage firm to withdraw from your checking account the amount you can afford. You might consider starting with $100 or $200 and THEN every month from then on, say on the 15th, they will automatically deduct whatever amount you specify.  So for example, you start with $100 and then add to that, another $50/month. 

This money should be invested so it goes to work for you. You might want to consider investing in a stock market INDEX fund if you want to participate in the stock market’s overall growth. I’m going to provide you with some links so you can learn more and get started investing! 

I hope you can tune into MoneyTrack on your local PBS station. If you don’t find the weekly show on your station, please feel free to email or call them. We talk about the basics of saving and investing every week on the program! 

Here are the links: 

Investing in the stock market overview:  http://www.moneytrack.org/episodes/201.htm 
Index funds explained:  http://www.moneytrack.org/108des.htm 

Question C: 
What is the current income limit for Roth IRAs? 

Answer:
Single: 
If your income tax filing status is single, your Roth IRA contribution limit is reduced when your adjusted gross income is more than $95,000. Your contribution limit is zero when your adjusted gross income reaches $110,000. 

Married Filing Jointly: 
Married person's filing jointly will have a reduced contribution limit for each persons Roth IRA if their adjusted gross income exceeds $150,000. If their adjusted gross income reaches $160,000, each persons contribution limit is zero. 

Married filing separately and living apart: 
If you are married but file separately and have lived apart from your spouse for the entire tax year, your Roth IRA contribution amount will be reduced if your adjusted gross income is more than $95,000. You Roth IRA contribution limit will be eliminated if your adjusted gross income reaches $110,000. 

Married filing separately and lived with your spouse: 
If you are married filing separately and lived with your spouse at any time during the tax year, your roth IRA contribution amount will be reduced when your adjusted gross income exceeds $0.00 and will be completely eliminated when your adjusted gross income reaches $10,000. 
If you aren't sure whether or not you can contribute to a Roth IRA, consult with your financial advisor or the financial institution where your plan to contribute to the Roth IRA. You can also go to the IRS web site and complete the Roth IRA contribution worksheet in Publication 590. 

Question D: 
 I am a small business owner and a DIYer. How important is it to have a financial planner help me with retirement planning? 

Answer:

We’ve devoted an entire episode of MoneyTrack (http://www.moneytrack.org/episodes/index.htm) to this question. 
 There are different types of financial advisors. They earn their money by charging you, the client, either a separate fee they collect directly from you or they might be receiving commissions which are very nice way of saying “kick backs” from the companies that offer the investments. Some advisors even charge you both fees and commissions! 

Maybe you haven’t thought much about it, but how you compensate your financial advisor is a very important part of the equation. Think of it this way, if you don’t know what percentage is going to your broker then how will you ever be able to figure out how much money your investments are really making net of those expenses? 

The other “need to know” piece of information on advisors is to understand, some may be really providing a service but too often con artists realize they can waltz right into your financial life and dance right out with your life savings. 

These are the two main reasons why you need to check out your advisor or broker before you sign an agreement or worse, write him or her a check! It literally takes five minutes to find out all sorts of background information such as where that advisor has worked in the past, reading any complaints from clients, or worse, any legal action taken. If you do not find your advisor or broker’s name in State Securities Regulators database. 

Here’s the link:  http://www.nasaa.org/QuickLinks/ContactYourRegulator.cfm call your regulator and ask them to provide any information they may have on file. Don’t do business with anyone who is not licensed or registered. This is a very big red flag. Here’s the link to check out a broker’s background:  http://www.finra.org/InvestorInformation/InvestorProtection/p005882?ssSourceNodeId=5 

The financial check takes five minutes! 

The best bet is to find someone you can communicate with very well, who will help you learn HOW to do this yourself and avoid somebody who makes you feel totally dependant on him or her. 

Good luck and I hope you will watch for MoneyTrack on your local PBS station!  If you don’t find it, feel free to email or call the station and ask when we will air.

