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Not too long ago, I signed up for the new marriage, new 
house, and newborn extravaganza.  As many of you know, 
and I can certainly attest to now, it is quite the transition.  
Times were a bit simpler before—pay your rent, go to work, 
brush your teeth at least twice a day, and look generally  
presentable.  You blink, and all of a sudden you’re saving for 
two, then three, all while juggling your career, raising a little 
one, being a thoughtful spouse, paying real estate taxes, and 
worrying about the overall health of your lawn.  My wife may 
not share that last sentiment...

It has been the most exciting, joyous, and fulfilling time of 
my life.  That said, even as a financial planner, it hasn’t been 
without its nagging thoughts:  Am I saving enough?  Am I 
taking advantage of my benefits through work?  Should I be 
thinking about saving for college already?  Would my fam-
ily be okay (financially) if something terrible happened to 
me?  Should I have an estate plan in place?  What the heck 
is a Bumbo?

Although a lot of these issues are uncomfortable to discuss 
and an added expense during an already expensive time, 
handling them now will not only give you peace of mind but 
a solid foundation for securing your family’s financial future.

College Planning
As you know, college is already an (almost illogically) expen-
sive journey.  That, however, is not slowing the majority of 
private colleges from increasing tuition year after year.  If it’s 
your family’s wish to help cover some or all of these costs, 
start saving when they’re in diapers.  The earlier, the better.
Look to establish a 529 plan and set up an automatic month-
ly contribution for an amount that fits into your cash flow.  
You won’t even notice it after a few months.  Also, let the 
grandparents know.  They just may want to lend a hand.

Work Benefits
Although there are many and they will differ from company 
to company, I wanted to highlight one in particular—the 
Dependent Care Flexible Spending Account.  This account  
allows the parent to set aside income before taxes in order 
to help pay for the costs of childcare.  Depending on your tax 
bracket, this can easily save you 20 to 30% on what you elect 
to contribute. 

Life Insurance
The focus of life insurance is to cover a period of time in 
which your family is financially vulnerable.  This window 
of liability typically exists during your working years.  Once 

you’ve reached retirement, you’re no longer relying on wages 
to sustain your family’s lifestyle.  From that mindset, term 
life insurance is truly the most effective (and cheapest!) way  
to go.

So how do you know how much to purchase?  If you’re not 
running a thorough analysis on your existing portfolio,  
anticipated growth, and future cash flow, a good rule of 
thumb is 10x salary.  Have a qualified adviser go out to bid 
to find a reputable insurance company that will provide that 
coverage at the most cost-effective rate.  If you’re not in 
good health, if you smoke, or have a family history of heart  
disease, for instance, the low-cost alternative may be to 
obtain that level of coverage through your employer.  They 
will likely offer guaranteed coverage at group rates for up to 
some multiple of salary.

Continued.

INDUSTRY INSIGHT   YOUR FINANCES   SPONSORED CONTENT

2020. What a year. Most of us would like to leave that 
one on the curb for Monday morning trash pickup. 
From an investment perspective, however, many 

experienced double-digit positive returns. There is one catch, though. 
You had to stay disciplined, which is easier said than done.

Watching your investment accounts begin to fall in February likely 
caused you to feel some angst. 
By March, when the reality of the 
global pandemic set in, the fall 
turned into a free fall — and the 
angst turned into outright panic. 

When emotions creep into 
one’s investment approach, it 
can cause individuals to make 
irrational decisions. This emotion 
can swing both ways — euphoria, 
leading some to buy into soaring 
companies and industries — or 
in this case, fear, leading some to 
“cut their losses” and sell out of the 
market at the wrong time.

When investing, you should 
maintain a well-diversified 
portfolio in line with your risk 
tolerance and expected timeframe 
for when those funds will be 
needed to support your lifestyle. 
This shelter should be built before 
the storm, as we never know when 
the equity markets will experience 
bad weather. 

2020 gave us a stark reminder 
that we cannot predict what the stock market will do in the short 
term. The exhibit to the right represents an equity portfolio consisting 
of 40% large US stocks, 35% small US stocks, and 25% international 
stocks. By simply staying invested, you captured a 17% return for the 
notorious year named 2020. If you missed the best day – that return 
was slashed by almost 10%!

Some might look at that and say, “Nobody would be that unlucky.” 
However, keep in mind, that the best days tend to come on the heels 
of some of the worst. Another, perhaps more approachable example, 
would be an investor running for the hills on March 16th and waiting 
until the markets started to show signs of a rebound before coming 
back.

In just one day, on March 16th, the markets posted an 11% decline. 
If you sold on the 16th and reentered the market a month later, your 
2020 return would have been just over 2% for the entire year, using 
the same portfolio makeup outlined in the exhibit.

This article’s takeaway is to act more like the pivot of a pendulum 
and not like the suspended ball swinging back and forth. Stay 
disciplined. Focus on what you can control. And do not make knee-
jerk reactions.

STAYING DISCIPLINED –  
THE IMPACT OF BEING OUT OF THE MARKET

Diversified Equity Portfolio: 40% S&P 500, 35% Russell 2000, 25% MSCI ACWI ex USA. Source: Morningstar Direct
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