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This is the first in a two-part series on key steps you or your family members
can take to plan for a more comfortable living and financial experience in the
later stages of retirement.
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As most people are aware, life expectancy in the United States has advanced
considerably over the past 50 years. This has given many people the benefit
of more time to enjoy retirement, but has also increased the need to manage
living, care and financial challenges. Therefore, it is important to have plans in
place so that you can access the necessary resources to ensure you or your
loved ones can make the most out of your later years.
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In 2015, a 65-year-old could expect to live, on average, to age 86. By 2050,
it is estimated that there will be over 400,000 individuals in the U.S. over the
age of 100.1, 2 Because people are living longer, there has been an increased
prevalence of challenging conditions such as dementia. Among current
65-year-olds, over 21% of women and 12% of men are expected to develop
the condition in their lifetimes.3 This is just one contributor to the need for
long-term care, with 70% of 65-year-old individuals expected to need longterm care at some point during their lives, according to the U.S. government.
At the same time, living with family members is a less viable option than it
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Market Outlook: Growth & Volatility
April 2, 2018

The economy
provided support
for investors,
helping to buttress
equities throughout
the first quarter

When the year began, the question on the minds of many investors was, “how
much further can the stock market run?” As we noted in our 2018 Market Outlook,
sustaining the current trajectory through August would result in the longest bull
market since World War II. However, increasing inflation concerns, uncertainty
around the administration’s evolving policy agenda and fears of a potential trade
war have instilled a collective sense of caution across the markets. Investors’
consideration of these risks while trying to decipher the signals from the noise has
translated into outsized market movements, which seem anomalous to the relative
calm that has characterized the markets for the past few years.
The year began similarly to how 2017 ended, as improved equity indices in January
were driven by strong Q4 earnings and positive economic data. In February, an
unexpected increase in the U.S. national deficit heightened inflation fears, helping
trigger market corrections in the U.S. and abroad. After partially rebounding in
March, equities showed more volatility as international trade tensions escalated.
Looking ahead, further turbulence could stem from concerns around a potential
consumer spending slowdown. Investors are also tracking the Fed’s careful efforts
to normalize monetary policy while keeping inflation in check as fiscal stimulus adds
fuel to an already-strong economy.

U.S. Economy
The economy provided support for investors, helping to buttress equities
throughout the first quarter. The February employment report saw the U.S.
unemployment rate at hold at 4.1%, as nonfarm payrolls grew by 313,000, easily
beating expectations, with manufacturing payrolls showing similar strength. In
light of the tight labor market, the absence of material wage increases could seem
counterintuitive. Anecdotally, however, the lack of wage inflation may underscore
automation’s impact in certain job categories or signal the underemployment of a
large portion of the workforce.
The impressive 60.8 reading in February’s Institute for Supply Management
Manufacturing Index reflected robust growth in new orders and backlogs. Similarly,
the February ISM Non-Manufacturing Index showed ongoing strength with a 59.5
reading, as all but two industries – arts and entertainment, and accommodation
and food services – reported growth. The U.S. Bureau of Economic Analysis also
revised its earlier Q4 reading of annualized GDP expansion upward to 2.9% based
on consumer spending gains.
The economy continues to support investor confidence. Yet even as employment
growth remains a positive story, market watchers are closely tracking the strength
of the consumer, particularly if it becomes clearer that GDP expansion is being
funded by a savings drawdown. There is also growing consensus that the U.S. is
entering the later innings of an extended economic cycle. This view, however, does
not yet warrant near-term de-risking strategies, but we continue to follow leading
indicators that can provide added color on the state of the consumer.
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Exhibit A: Total Returns by Asset Class
Q1
2018
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21.8%

-0.8%

U.S. Small Cap

14.6%

-0.1%

International Developed

25.0%

-1.5%

Equities

Russell 2000 Index

MSCI EAFE Index

Emerging Markets

MSCI Emerging Markets Index

16.4%

-1.2%

Gold

12.7%

2.5%

Managed Futures

3.0%

-3.1%

Hedge Funds

6.0%

-1.5%

Master Ltd. Partnerships

-6.5%

-11.1%

London Bullion Mkt Assoc. Spot Price

US Fund Managed Futures

HFRX Global Hedge Fund Index

Alerian MLP Index

Q1
2018

U.S. Investment Grade

2.1%

-1.0%

U.S. Inflation Indexed

3.3%

-0.8%

U.S. Floating Rate

4.3%

1.7%

International

10.3%

4.4%

Cash

0.8%

0.4%

Barclays Interm. Gov’t / Credit Index
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2017
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Note: Updated as of March 31, 2018
Source: Bloomberg, Morningstar, Fiduciary Trust

U.S. Equity Markets
The S&P 500 ended the first quarter down 0.8% (Exhibit A). Geopolitical concerns and questions about the
administration’s 2018 policy agenda contributed to market volatility, but stocks were buoyed by ongoing earnings
momentum, which itself was spurred by continued economic strength and optimism over December’s tax bill.
Nearly three out of four S&P 500 companies (73%) reported fourth-quarter earnings that topped consensus estimates.
FactSet reported that the number of companies issuing positive earnings-per-share guidance in Q1 reached the highest
level since it began tracking such information in 2006. In light of the upwardly revised estimates, Q1 earnings-pershare across S&P 500 companies are now projected to grow by 22.5% year over year, with all 11 sectors expected to
report positive earnings and revenue growth (Exhibit B). Despite improving economic and business fundamentals, U.S.
equity markets do remain expensive relative to historic averages and to the value found in developed international equity
markets. With that said, the economy remains quite strong.
The evolving political environment also introduces new risks. A year ago, when the new administration took office, we
highlighted that changes to American trade policy represented one of the bigger uncertainties following the election.
Fast forward more than 12 months and trade policy has reemerged as a potential headwind to global growth. At the
start of March, President Trump announced sweeping tariffs on steel and aluminum. The administration later targeted
China more specifically, outlining plans to impose tariffs on $60 billion in imports and suggesting potential steps to limit
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Exhibit B: S&P 500 Earnings per Share Growth
30.0%
25.0%
20.0%
15.0%

While news out of
Washington may
have contributed
to the quarter’s
volatility, stability
was found in
the market
fundamentals

10.0%
5.0%
0.0%
-5.0%
-10.0%

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1E Q2E

2014

2015

2016

2017

2018

Note: Data as of March 31, 2018; based on year-over-year figures
Source: Bloomberg, Fiduciary Trust

China’s ability to invest in U.S. technology companies to protect intellectual property
rights. President Trump’s cabinet also remained in flux during the first quarter. If a
common theme emerged, it was that the incoming cabinet members appear to be
more closely aligned with the White House and policy proposals articulated during
President Trump’s campaign.
While news out of Washington may have contributed to the quarter’s volatility,
stability was found in the market fundamentals. As December’s tax legislation –
reducing the corporate tax rate from 35% to 21% – works its way into corporate
balance sheets, it could create a future tailwind for earnings provided the stimulus
goes toward capital expenditures. Market watchers also expect tax legislation to fuel
shareholder-friendly activity, such as share buybacks, increased dividends and the
repatriation of offshore profits. Generally, though, we anticipate that the tax bill will
be impactful for U.S. mid- and small-cap companies, which typically operate more
U.S.-centric business models and have historically paid higher tax rates than their
large-cap peers. The risk to domestic equities is that the extra stimulus, coming
amid an extended upcycle versus a recessionary environment, creates conditions
that cause the economy to overheat. This is one of the reasons the markets have
become so sensitive to inflationary pressures.
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U.S. Interest Rates
While the 10-year Treasury note never moved past the psychologically important
threshold of 3%, the yield curve’s flattening reflects growing caution from fixed
income investors. In March, the Federal Reserve raised its Fed Funds target shortterm rate to a range of 1.50% to 1.75%, representing a 25-basis point hike
(Exhibit C).
One significant takeaway from the March Federal Open Market Committee
meeting was that inflation continues to run below the Fed’s target of 2%. Given
a strengthening economic outlook, the Committee raised its GDP forecast and
increased its rate outlook for 2019, while leaving intact its 2018 projection. New
Fed Chief Jerome Powell’s updated forecast calls for two additional quarter-point
rate hikes this year and three quarter-point hikes in 2019.
Yields on longer-dated U.S. Treasurys could rise due to strong economic growth,
heightened inflation expectations and increases in the real level of interest rates.
Several variables, however, will influence the fixed-income markets, including the
Treasury’s increased debt issuance coupled with the Federal Reserve’s reduced
levels of bond buying. Taken together, these issues could reduce the ballast value
of intermediate- and longer-dated bonds.

Exhibit C: Fed Funds Rate and 10-Year Treasury Yields
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Source: Bloomberg, Fiduciary Trust
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economic outlook,
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GDP forecast and
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outlook for 2019
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Global Economy
Outside the U.S., the Organization for Economic Cooperation and Development
(OECD) indicated that the global economy continues to expand, spurred by robust
investment activity, rebounding trade and higher employment. Among the G7
economies, Canada and Germany posted the fastest Q4 year-over-year real GDP
growth, while the U.K. was the laggard of the group. India stood out among key
developing nations in the quarter, topping even China in the latest quarterly GDP
growth readings, but observers will be watching to see how unfolding corporate
scandals affect India’s growth going forward.

The global
economy continues
to expand,
spurred by robust
investment activity,
rebounding
trade and higher
employment

The OECD projects that the G20 economies will expand at a 4.1% rate in 2018
(Exhibit D). The challenge, however, is whether mature economies such as those
in Europe and Japan can maintain momentum absent an accommodative monetary
policy. The European Central Bank, by keeping rates unchanged in March, suggested
it could drop its “easing bias.” In Japan, inflation is creeping higher, but few expect
Japan’s central bank to abandon its stimulus program in the foreseeable future.
As in the U.S., the global geopolitical landscape is characterized by evolving risks,
although signs indicate that some of the more prominent threats may be moderating.
Most notably, North Korean aggression seemed to subside in the quarter as President
Trump accepted an invitation from North Korean leader Kim Jong-un to meet in the
spring. Kim Jong-un’s surprise visit with Chinese President Xi Jinping in the last week
of March suggested that China would exert its influence in any future talks.
Exhibit D: Gross Domestic Product Growth Projections
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Another notable development in the quarter was China’s elimination of its
presidential term limits, allowing Xi Jinping to remain in power indefinitely. While
this action could have long-term consequences, it could also be viewed positively
from an economic perspective, positioning China’s command economy to act more
decisively in addressing the country’s growing balance sheet.
Elsewhere, Italy’s March election resulted in a hung parliament and seemed to
suggest that Europe’s economy could be further shaped by the continued populist
movements. Similarly, after nearly six months, Angela Merkel’s conservative party
was able to form a coalition with the Social Democrats in Germany, but differing
views on Europe, asylum seekers and immigration policy could set the stage
for ongoing tension. Silver linings could be found in news that the U.K. and the
European Union reached a Brexit deal to provide for a more gradual transition. As
part of that agreement, Britain will be covered by the EU common trade policy,
while being able to negotiate trade deals with other countries. In Latin America, the
focus in the quarter was trained on heightened political discord.
In the coming months, observers will be watching presidential elections in
Venezuela, Colombia and Mexico, the latter of which could also influence NAFTA
negotiations. Of course, a bigger question on the minds of market watchers is how
China will respond if the U.S. follows through with its tariffs. In a statement shortly
following President Trump’s trade threats, China’s commerce ministry expressed
hope that “the United States will pull back from the brink, make prudent decisions,
and avoid dragging bilateral trade relations to a dangerous place.”

Global Markets
Volatility was not confined to the U.S. equity markets. The MSCI EAFE Index, which
measures the international developed markets excluding the U.S. and Canada,
finished the quarter down 1.5%. The MSCI European Monetary Union Index was also
down on the quarter, losing 0.5%, while the MSCI Pacific Index posted a small loss,
finishing Q1 down 0.7%. Emerging market shares provided some relief, posting a
gain of 1.4% (as measured by the MSCI Emerging Markets Index). The MSCI EAFE
index closed the quarter with a forward 12-month P/E ratio of 13.9x, while the
MSCI Emerging Market Index ended March with a price-to-book ratio of 1.8x, which
remains near its 25-year average.
The rising prospect of a trade war is worrisome for the global economy. By the end
of the quarter, however, global investors were able to take some comfort in the
belief that the worst-case scenarios had been taken off the table. We will continue
to track trade discussions closely. Given the continued strengthening of non-U.S.
economies, lower international equity valuations relative to U.S. equities, and
moderating geopolitical risks, international stocks remain attractive.

Volatility was not
confined to the U.S.
equity markets
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Looking Ahead
In spite of the renewed sense of uncertainty and our expectations for continued volatility, the economic picture and
corporate fundamentals remain solid. We will continue to assess both the risks and opportunities as the year unfolds to
help our clients remain well positioned in this dynamic and fluid environment. ■
Exhibit E: FTC Asset Class Perspectives
Asset Class
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£
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£
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£
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£

Oﬀers global diversiﬁca5on with aArac5ve income

U.S. Investment Grade

£
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£
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£
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£
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£
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£
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Note: Updated as of March 31, 2018, and subject to change
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Continued from page 1

Elder Care: Living and Health Planning
was years ago. Since 1970, among married couples with children the percentage
of dual-earner households has doubled to 60%, resulting in fewer households
with a family member at home to care for a loved one.4

Author

In response to these trends, more options for retirement living and care have
developed. Many parents and their children are increasingly working together
to plan for the older generation’s retirement years. Some key areas to consider
in planning for aging in retirement are living environment, health care, legal
documents, and financial and estate planning. Below we will go into detail on the
first two areas, and the next article in our series will delve into the other topics.

Living Environment
There are many choices to consider when identifying the best option for where
to live as you age. If asked, most people would prefer to age in their own home.
Aging in place is not always the best option, however, so it is important to explore
this decision early in order to understand its potential costs and challenges. If this
is a priority for you and your family, you can often shed light on the feasibility of
this goal by putting together a list of the potential home modifications necessary
to meet mobility limitations and other challenges of aging.
If making a move to a new or “downsized” location is your goal, then you will
want to consider certain factors to narrow your list. Geographical location, type
of community or home setting, and proximity to adult children or others that you
care about are among the most important considerations. Most people do not
want to live with their adult children, and most adult children do not consider this
a viable option. Instead, finding a location with family nearby, so that they are
able to visit regularly but not be responsible for day-to-day care, is often ideal.

Kate Granigan
Chief Executive Officer
LifeCare Advocates
Kate Granigan is the
chief executive officer
of LifeCare Advocates
(www.lcadvocates.
com), an aging life care
management firm focused
on providing elder care
advice and support to
families.
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In addition to staying in your existing home or moving in with family members, there are an increasing number of living
options available today. They provide different levels of flexibility to fit with your needs as you age. As you begin to
consider the variety of options, there are a number of factors to consider as outlined in the table below.
Once you determine your general needs, then comes the sometimes-daunting task of determining which community is
the best fit. Unlike choosing a house, there are many additional factors to consider. Community culture, services provided,
proximity to activities that are important to you, reputation and financial integrity of the parent company, and opportunity
to age in place are among the factors you will need to consider before finalizing your decision. No matter how savvy you
are, having your financial and legal counsel review the contracts associated with these decisions is also advisable.

Representative Retirement Living Options
Traditional Residence

Independent Living

• Ideal Resident: For those who require minimal
assistance, or who are prepared to hire an in-home
health aide if health conditions require and permit

• Ideal Resident: For those who require minimal
assistance, but who want access to meals, medical
support, a fitness center and entertainment

• Cost: Purchase or rental costs of a residence vary;
2017 median in-home health aide cost based on
44-hour workweek: MA: $59,488, NH: $60,357, FL:
$45,760

• Cost: Rental costs vary; some are available for
purchase at differing price points

• Key Considerations: Will this meet your needs as
you age? Will this require a move if or when your
health status changes? Will you be isolated if you are
no longer driving?

55+ Community
• Ideal Resident: For those aged 55+ who require
minimal assistance, seek an adult-only community,
and desire a living environment that is better
designed for aging than most traditional residences.
This typically includes single-floor layouts and
handicap-accessible features as well as a community
clubhouse, fitness center and other amenities.
• Cost: Rental costs vary; some are available for
purchase at differing price points
• Key Considerations: What is the “feel” of the
community? What is the opportunity to bring in
assistance as needs change? Are there specific
expectations of when you would need to move from
this setting?

• Key Considerations: What is the “feel” of the
community? Is the community within close proximity
to family, medical providers and interests? What
is offered within the community for social and
cultural engagement? Are there any specific entry
requirements related to health or finance, and if so,
do you meet those? What is the opportunity to bring
in assistance as needs change? Does the facility
offer other levels of care if needs change? Are there
specific expectations of when you would need to
move from this setting?

Assisted Living
• Ideal Resident: For those who have difficulty with
daily activities such as meal preparation, cleaning,
medication management and mobility. In addition
to providing these services, assisted living facilities
typically provide social and educational programs for
residents.
• Cost: 2017 median annual rent for one private
bedroom: MA: $67,188, NH: $58,260 FL: $37,200
• Key Considerations: Same as the Independent
Living considerations
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Health Care
Understanding your healthcare needs, identifying specialists for your care and knowing your preferences for treatment,
particularly as your health deteriorates, are all important issues to consider. You will also need to determine the
family members or friends that you trust to ultimately make choices for you if you are no longer able. There are
many decisions that you will need to think about, and these decisions may change depending on your age, health
status, religious beliefs and other personal factors. Having ongoing conversations with a trusted person around these
considerations can allow you to feel secure that you have made your wishes known and that they will be honored
throughout your life. As will be discussed in the next article in this series, it will be important to have the necessary
legal documents in place so your wishes are documented and those you trust are legally empowered to access
information and make decisions when appropriate.

Continuing Care Retirement Community (CCRC)

Nursing Home

• Ideal Resident: For those who seek a community
that has options for them to transition from
independent living to assisted living to nursing care
as their needs change. It can decrease the stress of
finding different communities as needs evolve, which
can happen suddenly.

• Ideal Resident: Typically for those with one or
more of the following conditions: severe cognitive
impairment, complicated medical conditions requiring
constant monitoring and medication management or
incontinence that the person cannot manage on his
or her own

• Cost: Significant upfront cash investment (typically
$100,000 to $1,000,000) plus annualized fees
ranging from $36,000 to $60,000, which may
increase with the level of care needed

• Cost: 2017 median cost for a private room: MA:
$149,650, NH: $126,838, FL: $106,580

• Key Considerations: What is the financial health
of the company? What are the buy-in, entry-fee
and refund arrangements? Is there a waiting list,
and if so, will the community still meet your needs
once you are offered entry? What is the screening
process for health and wellness, and do you and
your spouse meet these requirements? If the health
and wellness of you and your spouse differ, will the
community accommodate for the difference? What
is the expectation regarding movement along the
continuum of care? Are you able to bring in private
help if or when desired? Are there medical services
offered within the community for those who choose
to use those providers? Is there support for those
with Alzheimer’s or dementia should the need arise?

• Key Considerations: What services are provided?
What are the facility’s ratings from the Centers
for Medicare and Medicaid Services? If there are
deficiencies, are they in patient care? What is the
staff turnover? What is the ratio of private to shared
rooms available? Is there any in-house therapy or is
this subcontracted?

Source: LifeCare Advocates, Genworth, Fiduciary Trust
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Accessing Resources
Information Sources
There are a variety of online resources, magazines and consumer guides filled with information related to aging products
and services. Organizations such as AARP (www.AARP.org) and Consumer Reports (www.consumerreports.org) can
be resources for educating yourself in an unbiased manner. Make a commitment to educate yourself by attending
seminars on aging offered by local agencies and credible professionals in your area. The National Council on Aging
(www.ncoa.org), has a wealth of information on aging, caregiving and remaining independent as you age, as well as
public policy and links to community offerings. Understanding your options from a variety of viewpoints can help you
formulate your own opinions and preferences, and can often spark valuable conversations with family members, as well
as with friends and community members in similar situations.
Experts
Assembling a team of trusted advisors and experts for support and guidance is a useful strategy to be “in control” as
you age. Some areas in which you may need or desire assistance include:
• Healthcare coordination
• Aging life care management
• Retirement-community selection

• Financial and estate planning
• Investment and trust management
• Legal counsel

The next article in our series will touch on the last three areas listed. For the purposes of this article, we will focus on
the first three:
Healthcare Coordination: Since most individuals require health care from providers across medical specialties, a key
component of effective health care is care coordination. There are a few different types of resources available to assist
on this front:
• Primary Care Physicians (PCPs): Most people have a PCP as the first contact for all of their healthcare needs.
Depending on your health insurance coverage, you may be required to see your PCP in order to obtain a referral
to other specialists.
• Care Coordinators: These are individuals responsible for helping you navigate the medical and health insurance
system to ensure you receive the appropriate support. They are most involved with those who have chronic or
serious medical conditions, and can help access the appropriate insurance resources, care facilities, physicians,
treatments and medications. In addition, they can educate you about your particular condition and answer a variety
of questions. They are often registered nurses employed by health and long-term care insurance companies,
hospitals and some doctor’s offices.
• Hospitalists: In the past, your PCP would often continue to care for you in the hospital, but in today’s hospitals it
is more typical to find a hospitalist in charge of your care. Hospitalists are physicians trained to focus on quality
care while a person is in the hospital and meeting the patient’s needs upon discharge in order to decrease the
likelihood of re-admission.
• Concierge Doctors: There are increasing opportunities to work with a concierge doctor or medical practice.
This type of arrangement has benefits such as house calls, direct access to your designated doctor, and lower
patient-to-doctor ratios, which in turn allows for more time and attention than is often available in typical doctor
visits. Concierge medical services typically come with an annual fee ranging from $1,500 to $5,000, and can run
as high as $25,000. Despite the cost, many find this personal service worth the fees. It is important to note that
these costs are typically not covered by Medicare or private insurance.
Aging Life Care Management: Aging life care managers (sometimes referred to as geriatric care managers) act as
objective, third-party experts in the area of aging, and help explore your needs and interests in order to formulate a
plan to meet your goals as you age, often in partnership with family members. They are typically compensated by you
on an hourly or flat fee basis, depending upon the services needed. Areas of support may include:
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• Health and Disability: attend doctor’s visits, facilitate communication between doctors and families, arrange
home health care or hospice support, provide guidance to family caregivers
• Financial: oversee bill paying, navigate government entitlements, assist with filing insurance claims
• Housing: help identify and select appropriate housing options
• Family Support: provide advice around care and housing options, including long-term care decisions; help resolve
family differences of opinion around care
• Advocacy: promote individual and family interests with healthcare and other providers
• Crisis Intervention: provide intensive support in navigating the healthcare, rehabilitation and insurance system in
the event of a medical emergency or rapid decline in function
The field of aging life care management is expanding, and there is an Aging Life Care Association (www.aginglifecare.org),
formerly known as National Association of Geriatric Care Managers, that is a clearing house for credible, experienced
professionals who can provide advice and support.
Retirement Community Selection: As mentioned earlier, selecting a retirement community is more complicated than
finding a traditional residence, given all the other factors and services that need to be considered. In selecting an advisor
in this arena, it is important to understand their business model and how they are compensated to ensure they are clear
of any conflicts of interest. Some of these groups are compensated by the retirement communities, so their interests may
not be aligned with yours. This “no cost” model works for many people, but it is important to be aware of possible biases.
Regardless of the professionals with whom you choose to work, be sure to understand their experience and areas of
expertise, compensation models and professional values to ensure that they are aligned with you and your needs. Most
professional advisors need to comply with licensing boards, professional guidelines and codes of ethics that you can
consult to confirm compliance.

Taking Control
In order to remain in control, you need to know when to ask for and allow help. Having agreements in place about
when to ask an expert to reassess your needs and make recommendations to allow further support is critical to aging
well. Having the “next level of care” or “next right steps” outlined, and triggering factors agreed upon will ensure that
you are able to make small changes to avoid big crises in the future.
When there is an increase or new presence in one or more of the following areas, these are indicators that you may
need to reassess living or healthcare arrangements:
•
•
•
•

Falling
Forgetting to take medications
Difficulty remembering
Auto accidents

• Incontinence
• New diagnosis or increased concern around an existing condition
• Overall decline in health condition
• Death of a spouse or partner

Ideally, your plan will help guide you to the next steps in living and care arrangements, and you will have relationships
with the professionals needed to help guide you and your family through any transitions in care.
For many, the increasing life expectancy at age 65 brings more opportunities to enjoy friends and family. The longer
time in retirement also brings with it potential living, health and financial challenges. However, with advance planning,
careful monitoring and access to the appropriate resources, families can reduce the stress of these challenges and help
older family members get the most out of their retirement years.
In the next article in this series, we will address the financial and estate planning, and legal considerations of elder care. ■
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Getting Married:
Key Financial Considerations
Happily Ever After…is what everyone hopes for as guest lists are finalized and
honeymoon plans are made. However, disagreements around finances are often cited
as a leading contributor to marital disharmony. Although premarital discussions cannot
guarantee everlasting marital bliss, following are 10 topics that should be discussed
by partners before walking down the aisle in order to establish some level of financial
communication and understanding.

Jody R. King, JD, CPA
Vice President and Director
of Client Services

1. Relationship with Money
Our adult relationship with money is often greatly influenced by the messages
received around finances while growing up. What you saw modeled as a child will
likely impact how you approach money as an adult. If money was a taboo topic
in your home, you may be less comfortable discussing it with a partner. If major
financial decisions were made by just one parent, that may affect how you view
your role. In addition, growing up with a fear of not having enough money, or
always having more than enough and being a disciplined saver, will influence how
you think about wealth. Spending some time with your fiancée to understand how
your relationship with money may be similar to, or different from, his or hers is a
good first step to opening up an ongoing dialogue.

2. Credit History
Sharing your credit scores and discussing the debts each of you are bringing into
the relationship is important. Everything from whether you pay off your credit cards
monthly to how significant your student loans are and whether you have ever filed
for bankruptcy is relevant. Disclosing that you signed as a personal guarantor for
business loans or loans to family members is critical, as those could also become
your spouse’s obligations to pay. Your future ability to buy a home or start a
business could be impacted by the credit history and credit scores each of you
brings to the marriage.

3. Financial Goals
Goals that you have either individually or as a couple have a financial impact. If you
hope to buy a home, attend graduate school, retire at a certain age, be debt free,
or even save a certain amount of money, you should recognize that any stated goal
will be easier to reach if you understand each other’s views and work together.
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4. Children
Anyone who has children realizes quickly that they are expensive. Whether you have
financial obligations for children from a previous relationship or hope to add to your
family going forward, you should not ignore the financial impact of children. Having
an early discussion about whether one parent might plan to not work outside the
home or work a reduced schedule for some period of time, and recognizing that
those decisions will impact the family’s finances, will be beneficial in the long run.

5. Budgeting
Some find having a budget to be liberating because they have a plan, while others
find it constraining. Either way, a budget provides a framework for making day-today financial decisions and can be a valuable tool for facilitating a discussion about
spending prioritization. Included in this should be how each of you views charitable
giving. Budgeting also helps ensure that both partners are on the same page
regarding their spending and lifestyle.

6. Saving Versus Spending
Saving should be a line item in your budget. Making sure you have a liquid
emergency fund representing six months of projected household spending is
universally recognized as prudent. Maximizing your contributions to a 401(k), or
at least saving enough to maximize any available employer match, is also wise.
Sometimes it may be difficult to forego something you want today to reach your
savings goals, but if both of you are committed to those goals, it will likely be a
little easier to make the tough choices along the way.

7. Shared or Separate Finances
It is highly recommended that prior to walking down the aisle you discuss whether
you plan to keep your finances separate, merge your assets, or find some approach
between these two. Different approaches work for different couples, therefore,
having an understanding of how you plan to approach this ahead of time is
advisable. This fits in with a discussion about the level of personal wealth each
partner enters the relationship with as well as reaching agreement on how you will
divide the bill paying and other financial duties.

Goals that you have
either individually
or as a couple have
a financial impact
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8. Premarital or Prenuptial Agreement (“Prenup”)
If you have substantial personal or family wealth (including expected inheritances),
significant business interests, or children from a previous relationship, you may
be wise to consider a prenup. Although the discussions that are necessary to put
together a prenup can be uncomfortable, it should be noted that prenups include
full financial disclosure, must not be unreasonable, and require both parties to have
adequate legal representation.

9. Estate Plan Update (or Creation)
At a minimum you should make sure you have a will and health care proxy, and may
want to consider signing a durable power of attorney and/or a revocable trust. Your
will governs how any property owned in your individual name will pass at your death,
and if you have minor children will provide guidance on who should be the guardian.
A healthcare proxy appoints an agent to make healthcare decisions if you are not
able to do so for yourself, and can detail the types of medical interventions you do
or do not want. It is recommended that you name a primary health care agent and
at least one alternate in case your primary agent is not available for some reason. It
is also advisable to execute a durable power of attorney to name someone to act in
financial and other legal matters on your behalf. This power should only be given after
serious thought and after determining that you trust the power holder completely. It is
possible to name an attorney-in-fact and an alternate, or to require that two or more
named parties agree before action can be taken. Depending on your situation and
level of assets, it may also be desirable to establish and fund a revocable trust. This is
especially true if you have children from a previous relationship.

10. Beneficiary Designations Update
With a new marriage you should take a moment to review and update your
beneficiary designations on retirement accounts and life insurance policies. If you
plan to name someone other than your spouse as beneficiary of any qualified
retirement plan, such as a 401(k), you will need their written consent.
A good first step towards open communication and understanding is recognizing
that you and your spouse bring different views of money to your marriage.
Although premarital discussions cannot prevent all conflicts, creating an environment
where transparency around financial topics is the norm may help reduce future
disagreement. This is especially true as goals and circumstances will inevitably
change along the way. ■
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