
One of the most common questions I am asked by clients, friends 
and family is “what made you want to be a financial planner?”  
Working with people and helping them better understand and con-
trol their own finances was something I knew I always wanted to do.  
With over eight years of experience working in financial services, I 
have learned that the most basic area people need help with is saving 
for retirement and understanding the different types of accounts 
available. 

In 2017 Fidelity Investments conducted a study surveying over 
3,000 working households that analyzed the overall retirement pre-
paredness of Americans based on workplace and individual savings 
data.  The respondents were between the ages of 25-74, stated that 
they expect to retire at some point and are actively saving.  The good 
news is that the savings trends in the study are improving, the bad 
news is that it may not be enough.  The study revealed at least 28% 
of those surveyed are at risk of not being able to fully cover essential 
expenses in retirement and my need to make significant lifestyle 
adjustments.  The other major finding is the Millennial savings rate 
has been flat since 2016; this generation is also not investing as ag-
gressively as they should be.  By being too conservatively invested, 
investors miss out on the benefit of compounding returns over time.   

It is often mentioned about that people spend more time researching and buying a new car than they 
spend on their own investments and retirement.  Retirement accounts should be given the same lev-
el of attention (if not more) that is given to current income.  People spend decades working and 
providing for themselves and family, often forgetting that they are also working for their second in-
come – their retirement income.  Whether you plan to retire at 55 or 80 – everyone needs to have a 
nest egg to live off of as they age because it may not be within our control when the paychecks stop.  
With new medical advances every year, our life expectancy is the longest it has ever been.  To reduce 
the risk of outliving assets, consider planning to need income well into your 90’s and potentially 
even longer.   

One of the greatest fears I have for my generation is the lack of preparedness for the reality of what 
our financial future holds.  Today’s Millennials are one of the largest and most educated, diverse 
generations in US history, however, we are viewed as the least financially savvy when it comes to 
basic budgeting and saving.  As we start making more money and/or inheriting wealth, it is neces-
sary to acquire the financial acumen so as to make the right financial decisions.  It can take only a 
few minutes to make a bad financial decision, but years to undue the damage.  We are also entering 
an era where we cannot rely on traditional retirement safety nets like pension plans and Social Secu-
rity.  As it stands today, 67% of retirement income may be left to the retiree’s responsibility, meaning 
that we will be personally responsible to use our own resources (investments and income) to fund 
future retirements.  The remaining 33% is still expected to come from outside sources such as Social 
Security and pensions, but who knows what Social Security will look like in the future.  Defined con-
tribution plans have also emerged as the replacement to pension plans.  This has shifted the risk 
from the employer to the employee to be saving and investing these funds on their own.   

The truth is Millennials are going to have to save more than any generation before them.  Unfortu-
nately, rather than planning for this reality, many of my peers have instead chosen to spend their 
time traveling now while paying down student loans and credit cards or investing in a new business.  
While these are all admirable goals to be pursuing, it doesn’t mean retirement saving should be all or 
nothing.   
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Not much has changed from last quarter.  The U.S. economy is still growing strong, with no signs of recession at this 
point.  As the market continues to fluctuate without making much ground, earnings continue to accelerate.  Earnings 
growth for the S&P 500 index in the first quarter surged 25% and 2nd quarter growth is estimated at 20%.  As earn-
ings continue to grow while we have a sideways market, valuations on stocks in general become more attractive.  In 
fact, although some sectors might be considered overvalued, many market metrics indicate the market as a whole 
could be considered to be at fair value (i.e. not overvalued).  

So why isn’t the market going up?  Two reasons: tariffs and interest rates.  More specifically, the impact that either 
one could have on the economy in the near future and therefore the markets.   

Hopefully, the threat of tariffs will be just that, a threat, and that a major trade war does not begin which would not 
benefit anyone, especially the economy and markets.  This was discussed in more detail in last quarter’s newsletter, 
so I will briefly discuss the other uncertainty that is vexing the market – interest rates. 

The question of whether inflation will get to the Federal Reserve’s 2% target has been answered: yes.  The personal 
consumption expenditures price index (PCE), which is the measure the Fed uses to monitor inflation, rose 2% in 
May from a year earlier after running below that mark every month since April 2012. This has been a longtime goal 
of the Fed.   Now that that goal has been achieved, the question is what the Fed is going to do about it.   

Fed officials need to consider how high, and for how long, they should let inflation rise.  With the expansion entering 
its 10th year in July and unemployment at an 18 year low (3.8%), the central bank has been raising rates to prevent 
the economy from overheating.  The Fed raised rates a quarter point in June to a range between 1.75% and 2%, the 
second such raise this year.  Two more hikes are penciled in for 2018, with increases in 2019 expected to bring the 
rate to over 3% by the end of 2019.   

Inflation at 2% is considered a good thing for the U.S. economy as it signals strong growth, and the new inflation 
figures are not a surprise to the Fed.  But if inflation rates accelerate past the 2.5% level the worry is the Fed could 
raise rates more aggressively than what is expected.  That would signal the economy is overheating and would be a 
negative in the market’s eyes.  Fed Chairman Jerome Powell has said the Fed would move to cool things off “if infla-
tion were to persistently run above” 2%, effectively quashing speculation that the central bank would allow the econ-
omy to run a bit hot.  

For the second half of 2018, we are in a holding pattern that is largely affected by trade talk and interest rates.  The 
market may stay in this pattern until there is more clarity on either front.  Overall, we remain cautiously optimistic 
about the markets.  As we have learned to ignore the noise of the headlines, so have the markets.  We continue to 
monitor any signals of an elevating trade war or flattening of the yield curve.   

And now for the numbers:   

Through all the turbulence of 
the first six months of 2018 
the S&P 500 is in the black up 
2.7% year-to-date. U.S. small 
cap stocks are outperforming 
at +7.7%.  Emerging Markets 
fared worst with a -6.7% re-
turn.  
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In bonds, the commonly used Barclays Capital Aggregate Bond Index (containing 
treasuries, corporates and mortgages) is down -1.6% this year.  Emerging market 
bonds and U.S. investment grade corporates fared the worst down -3.8% and -3% 
respectively, while bank loan notes have outperformed at +2.2%.     

 

As always, we appreciate your business and would love to hear from you if you 
have any questions or concerns.   

 

*Based on Barclays Capital Indexes except for Bank Loan Notes which is the S&P/LSTA Leveraged Loan TR Index 

Year-to-Date U.S. Stock Total Returns as of 6/30/2018 

Year-to-Date Bond Asset Class Returns as of 6/30/2018 

*Based on Russell Indexes 

Important Disclosure: Please remember that past performance may not be indicative of future results.  Different types 

of investments involve varying degrees of risk, and there can be no assurance that the future performance of any 

specific investment, investment strategy, or product made reference to directly or indirectly in this newsletter, will be 

profitable, equal any corresponding indicated historical performance levels, or be suitable for your portfolio.  Due to 

various factors, including changing market conditions, the content may no longer be reflective of current opinions or 

positions.  Moreover, you should not assume that any discussion or information contained in this newsletter serves as 

the receipt of or as a substitute for, personalized investment advice from WestView Investment Advisors.  To the 

extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her 

individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing.  A copy of our 

current written disclosure statement discussing our advisory services and fees is available for review upon request.  
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A recent study conducted by the National Institute of Retirement Security found that two-thirds of millennials have nothing 
saved for retirement.  Of the 34% working individuals who are saving for retirement, only 5% are saving adequately.  Another 
concern uncovered by a separate Fidelity study, based on their own analysis of their 24,000 record-kept retirement plans, is 
that cash-out rates among younger employees remain high.  Forty one percent of plan participants under the age of 30 are opt-
ing to take a full distribution of their retirement account when changing jobs, oftentimes spending the balance on miscellane-
ous expenses after paying a 10% penalty fee and income taxes. I agree that many people may not be planning for retirement 
because they are unsure of where to start or are focused on paying off student loans or other debt.  However, it is possible to 
gain better control over your financial future by educating yourself.   

What else is keeping this generation from saving in retirement plans? One of the most frequently cited reasons Millennials are 

not saving for retirement is ineligibility to participate in an employer sponsored plan due to tenure.  Most employers require 

participants to have at least a year of service with the company in order to participate in a retirement plan.  With more than 

50% of Millennials having been with their existing company for a year or less, this is drastically reducing the number of eligible 

participants.  This generation pursues part-time employment at almost double the rate of GenX which is a large factor in their 

lack of plan eligibility.1 The job-hopping myth of this generation, however, is not drastically different than their parents’ own 

behaviors when they were younger.  In a study conducted by Pew Charitable Trusts, it showed that 75% of college-educated 

Millennials were employed for more than 13 months with their current employer in 2016.  This is compared to just 72% of 

GenX workers who were with the same employer for more than 13 months in the year 2000.  If you are an individual who finds 

themselves ineligible to participate in a 401k or 403(b) plan, the other option is saving in a Traditional or Roth IRA.  These ac-

counts allow you to defer pre or post tax funds up to $5,500 annually (or $6,500 if older than age 50).   

Are you concerned about your second income?  These simple steps can help you gain more control over your financial future if 

done today. 

Already participating in your employer sponsored retirement plan?  Review your asset allocation and holdings.  
The goal is to provide exposure to various asset classes that provide opportunity for growth, and outpace inflation, 
while maintaining a degree of downside protection.  Making smart investment decisions is within your control.  If you 
are not confident in selecting your own investments, contact your employer’s plan provider for assistance or work with 
a financial planner or investment adviser who can provide a professional recommendation. 

Take advantage of automatic deferral increase programs.  This is a great way to painlessly improve savings rates 
where you can set it up so contributions increase 1% each year.  Unsure of how much you should be contributing?  
First, be sure to contribute enough to get the entire company match if they offer one – it is basically free money.  De-
pending on the situation, you may only be able to afford to contribute the minimum to get the match.  Or it may be in 
your best interest to defer the maximum allowed for tax purposes.  For 2018, the 401(k) and 403(b) employee contri-
bution limits are $18,500 if under age 50, if over 50 the maximum is $24,500.  Deferral amounts should not be a set it 
and forget it strategy.  As life events occur such as having a baby, getting married, buying a house or even separating 
from a spouse they should trigger a review of your savings strategy.   

Own your own small business? You still have great retirement plan options! If you don’t want to be working in your 
business forever then you must start taking care of your own financial future.  Don’t rely on living off of the passive 
income you may generate from selling the business or becoming a non-active owner.  The right type of plan will de-
pend on the type of business you have, number of employees, and your tax strategy.  With any type of plan, your em-
ployer contributions are tax-deductible.  If you are a solo owner, consider a SEP IRA or Individual 401(k).  Both plans 
are easy to manage and low cost.  They provide the flexibility to change contribution amounts each year, as well.  A 
SIMPLE IRA is another easy-to-manage, low cost retirement plan option that is best suited for businesses with less 
than 100 employees who want to provide a matching savings incentive but may not be ready for the costs of a group 
401k plan.  The employer can choose to make a 1-3% matching contribution or 2% non-elective contribution to all eli-
gible employees.   

A little planning can go a long way.  Financial planning is not meant to be a service prescribed only to retirees or high 
net worth individuals.  Younger generations have the advantage of time on their side and can drastically improve their 
financial outlook with some basic planning strategies.  Having a neutral third party, like a financial planner, review 
your finances can lead to better budgeting, debt management and an investment and savings strategy to follow. 

 

If you would like to discuss your second income or learn more about retirement plan options please contact our office today for 
a complimentary review of your financial situation!  

1J. Brown, 2018, “Millennials and Retirement”, National Institute of Retirement Security, Washington, D.C.  


