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The stock market has been doing
well. However, what goes up must
come down. So make an
appointment with us soon to
rebalance your portfolio.

Throughout our financial lives, we may be
influenced by myths, mistakes, and
misunderstandings (MMMs). Here are just a
few.

"I'll dip into my retirement account and
make it up later." First, if you borrow from your
401(k), you'll likely pay fees and interest. If you
take money from a traditional IRA, you'll pay
income tax on the amount you take and
In the beginning . . .
possibly a 10% penalty. Remember, these
"I don't invest because I accounts are intended for retirement. Taking
don't know much about money out now increases the risk you might run
it." It's time to learn,
out of money during retirement.
because a basic
"My child will pay back the money I loaned
understanding of
to him or her." Good luck. That "loan" is
investing concepts can
probably going to turn into a gift, which isn't
help you make more
necessarily a bad thing if it really helps your
informed financial
child, but be sure you can afford the loan/gift
decisions.
before making it.
"Wow, they'll give me that much credit! I
And later on . . .
must be able to handle it." Just because the
credit-card company or bank extends a large
As we get older, we may fall prey to some
amount of credit to you, it doesn't mean you
MMMs that can be the source of needless
should use all of it. The more you borrow, the
angst, such as:
larger the monthly payments, and before you
"I won't need as much income in
know it, you've bitten off more than you can
retirement." Maybe, but it might be a mistake
chew. Figure out how much you'll owe based
to count on it. In fact, in the early years of
on the amount you borrow and determine if it
retirement, you may find that you spend just as
will fit within your budget. Generally speaking, if much money, or maybe more, than when you
you can't afford the payment, don't incur the
were working, especially if you are still paying a
debt.
mortgage. And don't forget to factor in
"I'm young. I'll worry about retirement when
I'm older." Planning for retirement involves
saving enough by a desired age to enable you
to support yourself without having to work. If
you wait to begin saving for retirement, you'll
have to sock more away or put off retirement to
a later date. So the earlier you begin saving,
the better.

increasing health-care costs.
And speaking of health care, "the new
health-care law cuts my basic Medicare
benefits and services." Just the opposite is
true. The Affordable Care Act (ACA) mandates
that no guaranteed Medicare benefits are cut.
In fact, the ACA expands Medicare benefits to
include a free annual wellness assessment.

Go figure
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And finally, "If I die without a will, the state
will get my assets and property." This isn't
necessarily true. Each state has intestacy laws,
which determine who gets what when someone
dies without a will. But those laws generally
"I know my finances like the back of my
deal with assets in your name at your death
hand. I don't need to write them down."
that don't have a designated beneficiary or joint
You'd be surprised how often we think we know
owner. In any case, if you want to have some
how much we can afford until our bills start to
say in who will inherit your assets after your
exceed our income. If you write down your
death, you need to prepare an estate plan,
expenses and income (e.g., create a spending
which probably includes a will.
plan or budget), you'll know how much you can
spend.
Sometimes we think we know something and
rely on it as being correct, when in fact it
couldn't be further from the truth.
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Investor, Know Thyself: How Your Biases Can Affect Investment
Decisions

In psychology, "heuristics"
refers to the mental
decision-making short-cuts
that individuals develop
over time based on past
experiences. While
heuristics can be helpful in
avoiding unnecessary
deliberation, they can also
lead to misleading biases
that can derail even the
most well-thought-out
financial plan.

Traditional economic models are based on a
ignore warning signals.
simple premise: people make rational financial 5. Confirmation bias is the tendency to latch
decisions that are designed to maximize their
onto, and assign more authority to, opinions
economic benefits. In reality, however, most
that agree with your own. For example, you
humans don't make decisions based on a
might give more credence to an analyst
sterile analysis of the pros and cons. While
report that favors a stock you recently
most of us do think carefully about financial
purchased, in spite of several other reports
decisions, it is nearly impossible to completely
indicating a neutral or negative outlook.
disconnect from our "gut feelings," that nagging
6. The bandwagon effect, also known as herd
intuition that seems to have been deeply
behavior, happens when decisions are
implanted in the recesses of our brain.
made simply because "everyone else is
Over the past few decades, another school of
doing it." For an example of this, one might
thought has emerged that examines how
look no further than a fairly recent and
human psychological factors influence
much-hyped social media company's initial
economic and financial decisions. This
public offering (IPO). Many a discouraged
field--known as behavioral economics, or in the
investor jumped at that IPO only to sell at a
investing arena, behavioral finance--has
significant loss a few months later. (Some of
identified several biases that can unnerve even
these investors may have also suffered from
the most stoic investor. Understanding these
overconfidence bias.)
biases may help you avoid questionable calls in
7. Recency bias refers to the fact that recent
the heat of the financial moment.
events can have a stronger influence on
Sound familiar?
your decisions than other, more distant
events. For example, if you were severely
Following is a brief summary of some common
burned by the market downturn in 2008, you
biases influencing even the most experienced
may have been hesitant about continuing or
investors. Can you relate to any of these?
increasing your investments once the
1. Anchoring refers to the tendency to
markets settled down. Conversely, if you
become attached to something, even when it
were encouraged by the stock market's
may not make sense. Examples include a
subsequent bull run, you may have
piece of furniture that has outlived its
increased the money you put into equities,
usefulness, a home or car that one can no
hoping to take advantage of any further
longer afford, or a piece of information that is
gains. Consider that neither of these
believed to be true, but is in fact, false. In
perspectives may be entirely rational given
investing, it can refer to the tendency to
that investment decisions should be based
either hold an investment too long or place
on your individual goals, time horizon, and
too much reliance on a certain piece of data
risk tolerance.
or information.
8. A negativity bias indicates the tendency to
2. Loss-aversion bias is the term used to
give more importance to negative news than
describe the tendency to fear losses more
positive news, which can cause you to be
than celebrate equivalent gains. For
more risk-averse than appropriate for your
example, you may experience joy at the
situation.
thought of finding yourself $5,000 richer, but
the thought of losing $5,000 might provoke a An objective view can help
far greater fear. Similar to anchoring, loss
The human brain has evolved over millennia
aversion could cause you to hold onto a
into a complex decision-making tool, allowing
losing investment too long, with the fear of
us to retrieve past experiences and process
turning a paper loss into a real loss.
information so quickly that we can respond
almost instantaneously to perceived threats and
3. Endowment bias is also similar to
opportunities. However, when it comes to your
loss-aversion bias and anchoring in that it
finances, these gut feelings may not be your
encourages investors to "endow" a greater
strongest ally, and in fact may work against
value in what they currently own over other
you. Before jumping to any conclusions about
possibilities. You may presume the
your finances, consider what biases may be at
investments in your portfolio are of higher
work beneath your conscious radar. It might
quality than other available alternatives,
also help to consider the opinions of an
simply because you own them.
objective third party, such as a qualified
4. Overconfidence is simply having so much
financial professional, who could help identify
confidence in your own ability to select
any biases that may be clouding your judgment.
investments for your portfolio that you might
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No Matter What Your Age, Your Social Security Statement Matters
Fifteen years ago, the Social Security
Administration (SSA) launched the Social
Security Statement, a tool to help Americans
understand the features and benefits that
Social Security offers. Since then, millions of
Americans have reviewed their personalized
statements to see a detailed record of their
earnings, as well as estimates of retirement,
survivor, and disability benefits based on those
earnings. Here's how to get a copy of your
statement, and why it deserves more than just
a quick glance, even if you're years away from
retirement.
Don't assume that Social
Security is just for retirees; it's
much more than a retirement
program. According to the
SSA, approximately 21% of
individuals currently receiving
benefits are younger than
retirement age who are
receiving disability or survivor
benefits.* Get in the habit of
checking your Social Security
Statement every year to find
out what role Social Security
might play in your financial
future.
*Source: Fast Facts & Figures
About Social Security, 2014

lower), or age 70 (your benefit will be higher).
When to start claiming Social Security is a big
decision that will affect your overall retirement
income, so if you're approaching retirement,
this information can be especially useful. But
even if you're years away from retirement, it's
important to know how much you might receive,
so that you can take this information into
account as you set retirement savings goals.
Disability benefits

Disability is unpredictable and can happen
suddenly to anyone at any age. Disability
benefits from Social Security can be an
How do you get your statement?
important source of financial support in the
event that you're unable to work and earn a
In September 2014, the SSA began mailing
living. Check your Social Security Statement to
Social Security Statements to most workers
every five years. Workers attaining ages 25, 30, find out what you might receive each month if
35, 40, 45, 50, 55, and 60 who are not receiving you become disabled.
Social Security benefits and are not registered Survivor benefits
for an online account will receive a statement in
Survivor protection is a valuable Social Security
the mail about three months before their next
birthday. Workers older than age 60 will receive benefit you may not even realize you have.
Upon your death, your survivors such as your
a statement every year.
spouse, ex-spouse, and children may be
But why wait? A more convenient way to view
eligible to receive benefits based on your
your Social Security Statement is online. First, earnings record. Review your Social Security
visit socialsecurity.gov to sign up for a personal Statement to find out whether your survivors
my Social Security account (you must be 18 or can count on this valuable source of income.
older to sign up online). Once you have an
Review your earnings record
account, you can view your Social Security
Statement anytime you want, as often as you
In addition to benefit information, your Social
want.
Security Statement contains a year-by-year
record of your earnings. This record is updated
Check your estimated benefits
whenever your employer reports your earnings
Your Social Security Statement gives you
(or if you're self-employed, when you report
information about retirement, disability, and
your own earnings). Earnings are generally
survivor benefits. It tells you whether you've
reported annually, so keep in mind that your
earned enough credits to qualify for these
earnings from last year may not yet be on your
benefits and, if you qualify, how much you can statement.
expect to receive. As each Social Security
It's a good idea to make sure that your earnings
Statement notes, the amounts listed are only
have been reported correctly, because
estimates based on your average earnings in
mistakes do happen. You can do this by
the past and a projection of future earnings.
comparing your earnings record against past
Actual benefits you receive may be different if
tax returns or W-2s you've received. This is an
your earnings increase or decrease in the
important step to take because your Social
future. Amounts may also be affected by
Security benefits are based on your average
cost-of-living increases (estimates are in
lifetime earnings. If your earnings have been
today's dollars) and other income you receive.
reported incorrectly, you may not receive the
Estimated benefits are also based on current
benefits to which you're entitled.
law, which could change in the future.
What if you find errors? The SSA advises you
Retirement benefits
to call right away if any earnings are reported
Although Social Security was never intended to incorrectly. The SSA phone number is
be the sole source of retirement income,
1-800-772-1213 (TTY 1-800-325-0778).
retirement benefits are still very important to
many retirees. Your statement shows estimates
of how much you can expect to receive if you
begin receiving benefits at three different ages:
your full retirement age (66 to 67, depending on
your birth year), age 62 (your benefit will be
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We believe the information presented here is
reliable. However, Forsyth Wealth
Management, Inc. and its employees claim no
liability for any content and/or information
provided by other sources.
Nothing in this communication shall be
construed to be an offer to buy or sell
securities.
Any U.S. tax advice contained in this
newsletter was not intended or written, to be
used and cannot be used, by the recipient for
the purposes of avoiding penalties that may
be imposed under the Internal Revenue Code
or applicable state or local tax laws.
United States Department of Treasury
Regulation Circular 230 requires that we
notify you that, with respect to any
statements regarding tax matters made
herein, including any attachments, (1)
nothing herein was intended or written to be
used, and cannot be used by you, to avoid
tax penalties; and (2) nothing contained
herein was intended or written to be used,
and cannot be used, or referred to in any
marketing or promotional materials. Further,
to the extent any tax statement or tax advice
is made herein, Forsyth wealth Management,
Inc. does not and will not impose any
limitation on disclosure of the tax treatment
or tax structure of any transactions to which
such tax statement or tax advice relates.
Forsyth Wealth Management, Inc. does not
provide legal advice to clients. You should
review your particular circumstances with
your independent legal and tax advisors.

Is it possible to accidentally disinherit my heirs?
Yes. One of the most tragic
estate planning mistakes is
unintentionally disinheriting an
heir. Here are some of the
most common ways this
unfortunate situation can occur.
One cause of accidental disinheritance may be
the simplest: failure to make a will. In this case,
property generally passes according to the
intestacy laws of the state in which you're
"domiciled," and these laws vary widely from
state to state. For example, if you are married
and have children, state intestacy law might
leave one-third or one-half of your estate to
your spouse and the balance to your children.
This may or may not be what you would have
wanted.
Making an ineffective or faulty will can also
result in misdirected allocations. For example,
you may fail to provide for children born after
you make your will (this is what happened to
Anna Nicole Smith and Heath Ledger). The
lesson here is to forgo the do-it-yourself kit and
hire an estate planning attorney to draft and
execute your will, which should be reviewed
every year or two.

Failing to update your will can also result in
allocations that are made according to an old
will. This can lead to unwanted allocations (for
example, the effective disinheritance of children
when Mom or Dad remarries and everything
passes to the new spouse). Make it a rule to
review and update your will periodically,
especially after major life events such as
marriage, a birth or adoption, divorce, or a
death in the family. Also consider updating
beneficiary designations (for life insurance
policies, retirement accounts, payable on death
accounts, etc.) annually. And remember that
beneficiary designations trump provisions made
in your will.
A fourth cause of accidental disinheritance is
what's known as "ademption." This is the failure
of a specific bequest made in a will because the
property no longer exists in the decedent's
estate for some reason. For example, you
might leave your car to your son in your will,
and then sell or gift it to someone else before
you die. A similar situation can occur when a
life insurance policy is allowed to lapse (so
check your policies and don't forget to make the
premium payments).

How can I manage the net investment income tax?
If you are subject to the 3.8% • Consider gifts of appreciated securities to
net investment income tax,
tax-qualified charities.
there are strategies that may
• If passive income is from a business, offset
help you manage that tax. The
passive income with passive losses. If you
tax is applied to the lesser of
don't have passive losses, you may be able
your net investment income or the amount by
to convert the passive income to non-passive
which your modified adjusted gross income
income (not subject to the tax) by becoming
(MAGI) exceeds the applicable income tax
more active in the business.
threshold. MAGI is basically adjusted gross
•
You may be able to reduce your MAGI by
income plus any associated foreign earned
increasing contributions to a traditional IRA,
income exclusion. Any strategy you consider
401(k), or 403(b).
should be directed at the appropriate target.
• Consider investments that may have growth
If your net investment income is greater than
potential but typically do not generate
your MAGI over the threshold, then your focus
dividends.
should be aimed at reducing your MAGI.
Conversely, if your MAGI over the threshold is • Generally, any gains in tax-deferred annuities
and cash value life insurance are not
greater than your net investment income, you
reportable as income unless withdrawn,
should try to reduce your net investment
which may help reduce both your MAGI and
income.
your net investment income.
Here are a few strategies that may help you
While
any of these alternatives may help
manage the net investment income tax:
reduce your net investment income or your
• Before selling appreciated securities,
MAGI, they may also affect your financial
consider whether you can offset the gain with planning. So before implementing strategies to
capital losses. Likewise, if you have any
reduce or eliminate exposure to the net
capital loss carryforwards, you should review investment income tax, consult with a tax
your portfolio for capital gain opportunities to professional to help with your specific situation.
make use of the capital losses.
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