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What is “risk” and how does it relate to your investments?  According to  
Merriam Webster (yes, I have a real dictionary in my office!) risk is “the pos-
sibility of loss or injury”.  “Hmmmm, I don’t like “loss” of my money because 
that will certainly feel like a bad “injury”!” you say.  That’s understanda-
ble.  Unfortunately, there is also the rule of “risk versus reward” or maybe 
you say it as “nothing ventured, nothing gained”.  To put it another way, we 
must take risks to have the possibility of achieving a gain, and theoretically, 
the greater the risk, the greater the potential gain - but of course the greater 
the risk, the greater the potential loss!   
 

In the space race of the 1960s, the United States risked a great deal to be the first nation to 
land on the moon.  But the astronauts risked it all – their lives - to put us there!  They were 
risk takers, betting it all that they would win the reward of being the first to reach the moon.  I 
am not so comfortable with risking it all!  So if you are like me, we need to find a balance…
try to find that sweet spot where there is enough risk to give me the potential for earning 
enough reward to achieve my goals, all while letting me sleep at night.  That’s where the 
“tolerance” part enters the picture. 
  
The simple definition of “risk tolerance” in the investment world, is how conservative, or ag-
gressive you want to be with your portfolio.  While there are many components of risk toler-
ance, perhaps the single biggest factor is your time horizon, or how soon do you anticipate 
accessing the investment?  If your horizon is long term, you have a longer period of time to 
recover from a market downturn and therefore can, theoretically, remain more aggressive – 
but that may not suit YOUR tolerance level!  You may be more conservative (or more ag-
gressive) than your time horizon alone would suggest! But this is just one of many factors 
effecting your tolerance. 
 

Perhaps predictably, human nature leads us all to consider ourselves more aggressive 
when markets are doing well, and more conservative when markets are less rosy – it’s part 
of the cycle of market emotions, which we have discussed before.  Life changes affect your 
tolerance, as do personal experiences.  There are countless things that can impact your 
outlook, and we are here to help you manage those emotions and make investment deci-
sions based on longer term outlooks and goals while factoring in your risk tolerance.   
  
We think there is never a bad time to re-visit and re-assess your risk tolerance level.  If you 
feel it’s time to take another look, please email us or give us a call so we can send you a risk 
tolerance questionnaire and begin another discussion about your tolerance and your portfo-
lio.  Thank you for allowing us to be your advisors!   
 

Remember, in calm seas every ship has a good Captain (Advisor).  However, when storms  
appear on the horizon, a good Captain (Advisor) remains alert and may recommend chang-
ing course.  

TAKING ANOTHER LOOK 
Fall 2019 



Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2019  

Five Times in Your Life When You Might Need Help with Your Finances 

As you move through different stages of life, you will 
face new and unique financial situations. Did you just 
get engaged? Perhaps you are wondering how you 
and your partner are going to manage your money 
together. Do you have children? Maybe you are look-
ing for ways to pay for their college education. When 
you navigate through these various life events, you 
might seek professional guidance to help you make 
sound financial choices. 
 

1. Getting married 
Getting married is an exciting time in one's life, but it 
also brings about many challenges. One challenge 
that you and your spouse will face is how to merge 
your finances. Careful planning and communication 
are important, since the financial decisions you make 
now can have a lasting impact on your future. 
 

You'll want to discuss your financial goals and deter-
mine which are most important to both of you. You 
should also prepare a budget to make sure you are 
spending less than you earn. Other issues to consider 
as a couple include combining financial accounts, 
integrating insurance coverage, and increasing retire-
ment plan contributions. 
 

2. Buying a home 
Buying a home can be stressful, especially for first-
time homebuyers. Since most people finance their 
home purchases, buying a house usually means get-
ting a mortgage. As a result, you'll need to determine 
how large a mortgage you can afford by taking into 
account your gross monthly income, housing expens-
es, and long-term debt. 
 

And if you haven't already done so, you'll need to 
save for a down payment. Traditionally, lenders have 
required a 20% down payment on the purchase of a 
home, however many lenders now offer loans with 
lower down payments. 
 

3. Starting a family 
Starting a family is an important — and expensive — 
commitment. As your family grows, you will likely 
need to reassess and make changes to your budget. 
Many of your living expenses will increase (e.g., gro-
cery, health-care, and housing costs). In addition, 
you'll need to account for new expenses such as child 
care and building a college fund. Having a family also 
means you should review your insurance coverage 
needs. Life insurance can help protect your family 
from financial uncertainty if you die, while disability 
insurance will help replace your income if you become 
injured or sick. 

4. Paying for college 
Paying for college is a major financial undertaking 
and usually involves a combination of strategies to 
help cover costs — savings, financial aid, income 
during the college years, and potentially other crea-
tive cost-cutting measures. Hopefully, you've been 
saving money on a regular basis to amass a 
healthy sum when your child is ready for college. 
But as college costs continue to rise each year, 
what you've saved may not be enough. 
 

For this reason, many families supplement their 
savings at college time with federal or college finan-
cial aid. Federal aid can include student and parent 
loans (need-based and non-need-based), grants 
and work-study (both need-based), while college 
aid consists primarily of grants and scholarships 
(need-based and merit-based). In fact, college 
grants and scholarships can make up a significant 
portion of the college funding puzzle, so exploring 
the availability of college aid is probably the single 
biggest thing you can do after saving regularly to 
optimize your bottom line. In addition to financial 
aid, you might take out a private college loan or 
borrow against your home equity. Or you might pay 
college expenses using your current income or 
other savings or investments. 
 

5. Saving for retirement 
You know that saving for retirement is important. 
However, sometimes it's easy to delay saving while 
you're still young and retirement seems too far off in 
the future. Proper planning is important, and the 
sooner you get started, the easier it will be to meet 
your retirement income needs. Depending on your 
desired retirement lifestyle, experts suggest that 
you may need 80% to 100% of your pre-retirement 
income to maintain your standard of living. Howev-
er, this is only a general guideline. To determine 
your specific needs, you'll need to estimate all your 
potential sources of retirement income and retire-
ment expenses, taking taxes and inflation into ac-
count. 
 

Once you've estimated how much money you'll 
need for retirement, your next goal is to save that 
amount. Employer-sponsored retirement plans like 
401(k)s and 403(b)s are powerful savings tools 
because you can make pre-tax contributions 
(reducing your current taxable income), and any 
investment earnings grow tax deferred until with-
drawn, when they are taxed as ordinary income. 
You may be able to enhance your savings even 
more if your employer matches contributions. IRAs 
also offer tax-deferred growth of earnings. 

The cost and availability of life 
insurance depend on factors 
such as age, health, and the 
type and amount of insurance 
purchased. 
 
All investing involves risk, 
including the possible loss of 
principal, and there can be no 
assurance that any investment 
strategy will be successful. 
 
Taxable distributions  from 
retirement plans and IRAs prior 
to age 59½ may be subject to a 
10% penalty tax unless an 
exception applies. 
 
Disability premiums are based 
on your age, gender, occupa-
tion, and the amount of poten-
tial lost income you are trying 
to protect, as well as the spe-
cifics of the policy and what 
additional benefits are added. 



organizations. Estimating retirement age is one area 
where workers may want to hope for the best but pre-
pare for the worst. 
 

Lesson 3: Income is largely a result of individual 
savings efforts 
 

Even though 64% of current retirees have defined bene-
fit or pension plans, an even larger percentage say they 
rely on current savings and investments, and more than 
half rely on income from IRAs and/or workplace plans. 
Current workers are much less likely to have defined 
benefit or pension plans, so it is even more important 
that they focus on their own savings efforts. Fortunately, 
workers appear to be recognizing this fact, as 82% said 
they expect their workplace retirement savings plan to be 
a source of income in retirement, with more than half 
saying they expect employer plans to play a "major" role. 
 

Lesson 4: Some expenses, particularly health care, 
may be higher than expected 
 

While most retirees said their expenses were "about the 
same" or "lower than expected," approximately a third 
said their overall expenses were higher than anticipated. 
Nearly four out of 10 said health care or dental expenses 
were higher. Workers may want to take heed from this 
data and calculate a savings goal that accounts specifi-
cally for health-care expenses. They may also want to 
familiarize themselves with what Medicare does and 
does not cover (e.g., dental and vision costs are not 
covered) and think strategically about a health savings 
account if they have the opportunity to utilize one at 
work. 
 

Lesson 5: Keep debt under control  
 

Just 26% of retirees indicated that debt is a problem, 
while 60% of workers said this is the case for them. Un-
fortunately, debt can hinder retirement savings success: 
seven in 10 workers reported that their non-mortgage 
debt has affected their ability to save for retirement. Also 
consider that 32% of workers with a major debt problem 
were not at all confident about having enough money to 
live comfortably in retirement, compared with just 5% of 
workers who don't have a debt problem. As part of their 
overall financial strategy, workers may want to develop a 
plan to pay down as much debt as possible prior to 
retirement. 

 
Securities offered through 
Cambridge Investment Re-

search, Inc., a Broker/Dealer, 
Member FINRA/SIPC. Invest-

ment Advisory Services offered 
through Cambridge Investment 

Research Advisors, Inc., a  
Registered Investment Advisor. 
Pathway Financial Services and 

Cambridge are not affiliated. 

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2019

Five Retirement Lessons from Today's Retirees 

Each year for its Retirement Confidence Survey, the Em-
ployee Benefit Research Institute (EBRI) surveys 1,000 
workers and 1,000 retirees to assess how confident they 
are in their ability to afford a comfortable retirement. Once 
again, in 2019, retirees expressed stronger confidence 
than workers: 82% of retirees reported feeling "very" or 
"somewhat" confident, compared with 67% of workers. A 
closer look at some of the survey results reveals various 
lessons today's workers can learn from current retirees. 
 

Current sources of retiree income 
 

Let's start with a breakdown of the percentage of retirees 
who said the following resources provide at least a minor 
source of income: 
• Social Security: 88% 
• Personal savings and investments: 69% 
• Defined benefit/traditional pension plan: 64% 
• Individual retirement account: 61% 
• Workplace retirement savings plan: 54% 
• Product that guarantees monthly income:33% 
• Work for pay: 25% 
 

Lesson 1: Don't count on work-related earnings 
 

Perhaps the most striking percentage is the last one, giv-
en that 74% of today's workers expect work-related earn-
ings to be at least a minor source of income in retirement. 
Currently, just one in four retirees works for pay. 
 

Lesson 2: Have realistic expectations for retirement 
age 
 

Building upon Lesson 1, it may benefit workers to proceed 
with caution when estimating their retirement age, as the 
Retirement Confidence Survey consistently finds a big 
gap between workers' expectations and retirees' actual 
retirement age. 
 

In 2019, the gap is three years: Workers said they expect 
to retire at the median age of 65, whereas retirees said 
they retired at a median age of 62. Three years can make 
a big difference when it comes to figuring out how much 
workers need to accumulate by their first year of retire-
ment. Moreover, 34% of workers reported that they plan to 
retire at age 70 or older (or not at all), while just 6% of 
current retirees fell into this category. In fact, almost 40% 
of retirees said they retired before age 60. The reality is 
that more than four in 10 retirees retired earlier than 
planned, often due to a health issue or change in their   

EBRI consistently finds that 
setting a savings goal increases 
the level of confidence among 
today's workers. Despite that 
fact, just 42% of survey respond-
ents have tried to determine a 
total retirement savings goal, and 
less than one-third have tried to 
calculate how much they may 
need for medical expenses. Of 
those who have calculated a total 
savings goal, 34% have found 
they will need $1 million or more 
to retire comfortably. 
 

Source: 2019 Retirement 
Confidence Survey, EBRI 
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