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WHY HAVING A FINANCIAL PROFESSIONAL MATTERS

A good professional provides important guidance and insight through the years.

What kind of role can a financial professional play for an investor? The answer: 
a very important one. While the value of such a relationship is hard to quantify, 
the intangible benefits may be significant and long-lasting.

There are certain investors who turn to a financial professional with one goal in 
mind: the “alpha” objective of beating the market, quarter after quarter. Even 
Wall Street money managers fail at that task – and they fail routinely. 

At some point, these investors realize that their financial professional has no 
control over what happens in the market. They come to understand the real 
value of the relationship, which is about strategy, coaching, and understanding. 

A good financial professional can help an investor interpret today’s financial 
climate, determine objectives, and assess progress toward those goals. Alone, 
an investor may be challenged to do any of this effectively. Moreover, an 
uncoached investor may make self-defeating decisions. Today’s steady stream 
of instant information can prompt emotional behavior and blunders.

No investor is infallible. Investors can feel that way during a great market year, 
when every decision seems to work out well. Overconfidence can set in, and 
the reality that the market has occasional bad years can be forgotten.

This is when irrational exuberance creeps in. A sudden Wall Street shock may lead 
an investor to sell low today, buy high tomorrow, and attempt to time the market. 

Market timing may be a factor in the following divergence: according to 
investment research firm DALBAR, U.S. stocks gained 10% a year on average 
from 1988-2018, yet the average equity investor’s portfolio returned just 4.1% 
annually in that period.1

A good financial professional helps an investor commit to staying on track. 
Through subtle or overt coaching, the investor learns to take short-term ups 
and downs in stride and focus on the long term. A strategy is put in place, 
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based on a defined investment policy and target asset allocations with an eye on major financial goals. The client’s 
best interest is paramount.

As the investor-professional relationship unfolds, the investor begins to notice the intangible ways the professional 
provides value. Insight and knowledge inform investment selection and portfolio construction. The professional explains 
the subtleties of investment classes and how potential risk often relates to potential reward. 

Perhaps most importantly, the professional helps the client get past the “noise” and “buzz” of the financial markets to 
see what is really important to his or her financial life. 

The investor gains a new level of understanding, a context for all the investing and saving. The effort to build wealth 
and retire well is not merely focused on “success,” but also on significance. 

This is the value a financial professional brings to the table. You cannot quantify it in dollar terms, but you can certainly 
appreciate it over time.

Sources:

1. cnbc.com/2019/07/31/youre-making-big-financial-mistakes-and-its-your-brains-fault.html [7/31/2019]

 

RETURNS (AS OF 6/12/20)

ASSET CLASS INDEX 4 WEEK YTD 1 YEAR 3 YEAR
US Large Cap S&P 500 TR 5.96% -5.86% 5.61% 6.29%

US Large Cap Dow Jones TR 7.75% -10.28% -1.54% 4.36%

US Small Cap Russell 2000 TR 8.79% -16.83% -8.69% -2.80%

International MSCI EAFE NR USD -2.50% -13.20% -6.28% -3.82%

Taxable Bonds Barclays US Agg Bond TR 1.18% 5.71% 9.42% 5.17%

WHO IS YOUR TRUSTED CONTACT? 

This vital investment account question should be answered sooner rather than later.

NInvestment firms have a new client service requirement. They must now ask you if you would like to provide the 
name and information of a trusted contact.1 

You do not have to supply this information, but it is encouraged. The request is made with your best interest in 
mind – and to lower the risk of someone crooked attempting to make investment decisions on your behalf.1 

Why is setting up a trusted contact so important? While no one wants to think ill of someone they know and love, 
the reality is that seniors have lost an average of $50,200 to someone they know. And studies have shown that 
almost half of all seniors aged 65 and older manage their own finances. Statistically speaking, if you fall within this 
age range, you could be vulnerable to scams.1 

The trusted contact request is a response to this reality. The Financial Industry Regulatory Authority (FINRA) now 
demands that investment firms make reasonable efforts to acquire the name and contact info of a person you trust. 
This person is someone that investment firms can contact if financial exploitation is suspected or they suspect the 
investor is suffering a notable cognitive decline.2
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Investment firms may now put a hold on disbursements of cash or securities from accounts if they suspect the 
withdrawals or transactions amount to financial exploitation. In such circumstances, they are asked to get in touch 
with the investor, the trusted contact, and adult protective services or law enforcement agencies, if necessary.2

Who should your trusted contact be? At first thought, the answer seems obvious: the person who you trust the most. 
Yes, that individual is probably the best choice – but keep some factors in mind. 

Ideally, your trusted contact is financially savvy, or at the very least, financially literate. You may trust your spouse, 
your sibling, or one of your children more than you trust anyone else, but how much does that person know about 
investing and financial matters?

Your trusted contact should behave ethically and respect your privacy. This person may be given confidential 
information about your investments. Is there any chance that they, upon receiving such information, might behave 
in an unprincipled way?

It is encouraged that your family members know who your designated trusted contact is. That way, any family 
member who might be tempted to take advantage of you knows another family member is looking out with your 
best interest in mind, which may be an effective deterrent to elder financial abuse. It should be noted that the trusted 
contact may, optionally, be an attorney, a financial professional, or a CPA.1

Your trusted contact is your ally. If you are being exploited financially or could be at risk of such exploitation, that 
person will be alerted and called to action. 

As the old saying goes, money never builds character, it only reveals it. The character and morality of your trusted 
contact should not waver upon assuming this responsibility. If given sensitive information about your brokerage 
accounts, that person should not sense an opportunity.

Now is the perfect time to name your trusted contact. Choose your contact wisely.

Citations:

1 - CNBC, September 27, 2019

2 - FINRA, March 4, 2020

TAX CONSIDERATIONS FOR RETIREES 

Are you aware of these potential tax breaks and tax-saving opportunities?

The federal government offers some major tax breaks for older Americans. Some of these perks deserve more 
publicity than they receive. 

At age 65, the Internal Revenue Service gives you a larger standard deduction. For 2020, standard deductions look 
like this for taxpayers 65 and older: single filer or married filing separately, $14,050; head of household, $20,300; 
married filing jointly or qualifying widow(er), $26,100 (when one spouse is 65 or older) or $27,400 (when both spouses 
are 65 or older). The standard deductions for younger taxpayers range from $1,650-$2,600 less.1

There are two situations where your standard deduction may be limited at age 65 or older, or disappear entirely. 
One is when another taxpayer claims you as a dependent. The other is when you are married and filing separately, 
and your spouse itemizes deductions.1 

You may be able to write off some medical costs. The I.R.S. will let you deduct qualifying medical expenses once they 
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exceed 7-1/2% of your adjusted gross income (AGI). The list of eligible expenses is long. Beyond out-of-pocket costs 
paid to doctors and other health care professionals, it also includes things like insurance premiums for extended 
care coverage, travel costs linked to medical appointments, and payments for durable medical equipment, such as 
dentures and hearing aids.2 

Are you thinking about selling your home? Many retirees consider this. If you have lived in your current residence for 
at least two of the five years preceding a sale, you can exclude as much as $250,000 in gains from federal taxation (a 
married couple can shield up to $500,000). These limits, established in 1997, have never been indexed to inflation. 
This exclusion is only allowed once every two years.3  

Low-income seniors may qualify for the Credit for the Elderly or Disabled. This incentive, intended for people 65 and 
older, can be as large as $7,500 based on your filing status. You must have very low AGI and nontaxable income to 
claim it, though. It is basically designed for those living wholly or mostly on Social Security benefits.4  

Affluent IRA owners may want to make a charitable IRA gift. Generally, once you reach age 72, you must begin taking 
required minimum distributions (RMDs) from a traditional IRA. You may not be looking forward to these annual 
withdrawals, especially if you are well off. You have another option: you can make a Qualified Charitable Distribution 
(QCD) using those traditional IRA assets.5 

You can donate up to $100,000 of traditional IRA assets to a qualified charity in a single year this way, and the amount 
donated counts toward your required withdrawal. The amount of the QCD is excluded from your gross income for the 
year of the donation. Eligibility to make a QCD still begins at 70½, even though the Setting Every Community Up for 
Retirement Enhancement (SECURE) Act raised the starting age for annual traditional IRA distributions from 70½ to 72.5

It must be mentioned that withdrawals from traditional IRAs are taxed as ordinary income (and, if taken before age 
59½, may be subject to a 10% federal income tax penalty). 

Of course, some states also give seniors tax breaks. For example, the following 11 states do not tax federal, state, or 
local pension income: Alabama, Hawaii, Illinois, Kansas, Louisiana, Massachusetts, Michigan, Mississippi, Missouri, New 
York, and Pennsylvania. Twenty-eight states (and the District of Columbia) refrain from taxing Social Security income.6

Unfortunately, your Social Security benefits could be partly or fully taxable. They could be taxed at both the federal 
and state level, depending on how much you earn and where you happen to live. Whether you feel this is reasonable 
or not, you may have the potential to claim some of the tax breaks mentioned above as you pursue the goal of 
tax efficiency.7
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