
The risk of losing money is a 
necessary part of investing, but 
many investors worry when 
markets become volatile.  Research 
shows that investors who have 
created financial plans are more 
confident about their futures than 
those who have not.  Focusing on 
areas you control can make your 
financial picture brighter and make 
you feel more secure.

This newsletter identifies six 
financial planning areas investors 
can address to shore up their 
financial picture and reduce stress 
in volatile times:
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Financial Planning

Financial planning can provide a 
roadmap of how people will get from 
where they are today to where they 
want to go.  It helps prioritize 
important long-term goals over less-
important short term desires, and it 
can provide a framework for making 
important decisions today and in the 
future.  

One cannot control the markets:  
assuming an investment strategy will 
not result in losses so uncomfortable 
that the investor aborts the strategy, 
focusing on other aspects of a plan 
(whether individually or as part of a 
cohesive, comprehensive strategy, 
can calm nerves.  Here are the six 
planning items on which to focus.

1.  Cash Reserves

A rainy day fund is essential for long-
term strength.  It is not a slush fund 
for normal bills or vacations; it is 
truly an emergency fund.  While we 
cannot foresee specific emergencies, 
most people will encounter them in 
their lives and should be prepared.  

Examples include hospital stays, 
loss of job, unexpected caring for 
family, etc.  Rules of thumb like six 
or nine months of expenses can be 
helpful, but people often want a 
more meaningful analysis behind 
their emergency fund plan.

2.  Budget

How much people save is the 
single most important factor that 
determines one’s wealth.  Not 
income, not investment returns, 
but saving.

With people living longer, 
households must view their 
finances like a business does.  
Necessary expenses like saving for 
retirement and education often 
take a back seat to things like 
shopping and vacations.  A plan 
can assess whether current 
behaviors truly match a family’s 
idea of financial strength and 
security.
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3. Insurance

One of the most complicated areas 
of planning (sold by agents who 
rarely see a risk that shouldn’t be 
insured), insurance can be daunting.  
The life, disability, health and long-
term care industries and products 
are becoming more complex.  As a 
result, many products are sold rather 
than purchased to fill a need.

A second opinion is often helpful, 
and again a plan can prioritize 
whether insurance is a good idea.  
Beware of complex insurance 
products where one cannot 
understand the costs or benefits.  
Whole life policies are often sold as 
tax-advantaged and flexible when 
often they are anything but.

4. Debt

Albert Einstein once said:  “Interest is 
the eighth wonder of the world.  
Those who understand it earn it, and 
those who don’t pay it.”

Home refinancing and easy access to 
credit, has led to historically high 
levels of household debt.  Will a 55 
year old afford to pay his 30-year 
mortgage or credit cards when he is 
85?

5.  Estate Plan and Powers of 
Attorney

Most people know of someone who 
passed away without putting their 
wishes to paper.  This leaves these 
tough, personal decisions to beloved 
family members or friends.  These 
parties may think they know what the 
departed would have wanted, but 
despite their best intentions, they 
cannot.  Do not leave these important 
decisions (and a huge mess) to others.  
They are your responsibility and too 
big a burden to leave to loved ones or 
courts.

6.  Taxes

Taxes may be the biggest expense of 
people’s lives.  Taking advantage of 
the strategies the tax code (like using 
the appropriate income, retirement, 
investment, insurance and education 
strategies) can make a big difference 
in your wealth year over year. 

Market volatility can be unsettling, 
but feeling confident your long-term 
goals are being addressed 
appropriately can reduce a lot of 
investment stress.


