
Dear Client, 

 

 As I sit down to type this my kids are enjoying their first day of summer vacation.  
“No more teachers, no more books…”  While as a parent I am excited for them (I know I have 
fond memories of care-free summer days), I also worry about the potential for academic 
regression during these months away from structured education – the dreaded “summer 
slide.”  And so Jenelle and I find ourselves planning ways to keep our kids engaged and 
challenging them to exercise their brains at least occasionally in the coming weeks.  Because I 
know if it isn’t scheduled it isn’t likely to happen on its own… 

 But if I’m honest with myself, I have to admit that too often I fall into the “do as I say, 
not as I do” trap.  If you’ve been in my office recently you may have noticed the pile of 
journals waiting to be read, my reminder of good intentions that too frequently fall victim to 
the realities of daily demands.  And I suspect this paragraph may have caused a head nod or 
two from readers, perhaps even you. 

 Why don’t I simply give up and remove the offending journals from my office?  
Because when I do take the time to pick one up and read it, or to schedule a day out of the 
office to attend a seminar, I rarely regret doing so.  In fact, the idea for this piece had its 
inception as I attended the “Retirement Income Summit” last month, as one thought kept 
running through my head: “I need to do this more often…” 

 It is in this spirit that we are issuing a summer challenge to “do this more often,” 
whatever “this” may be for you.  And if your topic of choice involves your financial health or 
investment portfolio, we encourage you to pay particularly close attention to this quarter’s 
chosen article, “The 15 Numbers Every Investor Should Know.”  (Ok, even we admit that 15 
can seem a bit intimidating – it is summer, after all – so we’ve broken it into two segments, 
with this issue containing only the first 7.  Look for the other 8 next time!)  We agree with the 
author that the highlighted figures are a useful roadmap for those looking to become more 
involved with / aware of their financial picture. 

 We always look forward to opportunities to serve in the role of financial guide, so 
please reach out if you’d like to discuss any of the numbers as they pertain to you.  And while 
we are optimistic many of you will meet our challenge, we also trust that you will find time to 
enjoy plenty of adventures over the summer as well! 
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“The 15 Numbers Every Investor 
Needs to Know” - part 1 of 2 

By: Anna Prior 

Date: Jan. 2, 2015 

In a world full of numbers, it is easy to lose sight of which ones are most important to your personal finances.  

Just as a doctor checks your vital signs, certain figures are key indicators of your current and future financial well-being. 

Here are 15 numbers that everyone should know:  

INVESTING 

Percentage of Your Savings in Stocks 

There isn’t a set answer as to how much of your portfolio to keep in stocks, which often are the riskiest and highest-
returning holdings. A lot depends on your age and risk tolerance. But at the very least, you should know your exposure.  

John Hornor, who is 57 years old and who retired from his engineering job in April, says he and his wife reduced their 
stock exposure on the advice of Paul Baumbach, a financial adviser at Mallard Financial Partners in Newark, Del., with 
whom they recently began working.  

“We have a 60/40 [stocks/bonds] allocation right now, but prior to being managed I was more on the 80% to 90% stocks 
side,” says Mr. Hornor, who lives in Newark. “We’re more protected from any downturn now because we’re more 
diversified.” 

Maximum 401(k) Contribution 

If you are setting aside far less than the maximum allowed in your workplace retirement plan, maybe it is time to up your 
game.  

 

For 2015, the combination of pretax dollars you put into a traditional 401(k) and after-tax contributions to a Roth 401(k) 
can add up to $18,000, with an additional $6,000 catch-up allowed for those 50 or older. (With a Roth account, there is no 
upfront tax benefit but withdrawals in retirement can be tax-free.) 

It is possible to also put additional dollars into a traditional 401(k) on an after-tax basis and then roll that money into a 
Roth individual retirement account when you retire—a move clarified by the Internal Revenue Service in 2014.  

Price/Earnings Ratio of Stocks 

U.S. stocks had a banner year in 2014, but with those gains come concerns about shares being expensive. One way to 
value the overall market—and determine whether or not it might be a good time to add to your stock exposure—is to use 
the average price/earnings ratio of the stocks in a benchmark index such as the S&P 500.  

    $365,000   

Additional 401(k) balance after 35 years for a worker contributing 10% of pay versus 8% 
(assuming $75,000 salary and 7% annual return) 

Source: Fidelity Investments  

http://www.wsj.com/articles/is-a-roth-account-right-for-you-1419014490
http://www.wsj.com/articles/how-to-pump-up-a-roth-ira-1414762378/


The P/E of the S&P 500 recently sat at 19.73, based on earnings reported by the companies in the index over the 12 
months through September, according to S&P Dow Jones Indices. That is higher than the historical average of 16.92 
since 1936. But it is below the average of the past 20 years of 22.47 (excluding the final quarter of 2008, which was the 
only quarter of negative earnings in that period).  

Average Yield on Bonds 

The returns that bonds will deliver over time are far more predictable than those of stocks, which makes bonds an 
important source of safety for investors.  

If you want to know what your bond portfolio likely will return over the next decade or two, look at today’s yields. (The 
benchmark 10-year Treasury note is yielding about 2.2%; check the yields of bond funds on fund-company websites.)  

It is difficult to predict how bonds will perform in the short term; if interest rates jump, for example, investors could lose 
money as bonds’ resale values drop. But historically, current yield has given a much better indication of long-term returns 
than past performance of a bond or fixed-income fund. 

Average Expenses of Your Funds 

As an individual investor, you can’t control the market. But you can control the expenses you pay for your mutual funds. 
High-cost funds can take a significant bite out of your returns, says David Lyon, chief executive of Main Street Financial 
in Chicago.  

 

Find funds’ expense ratios using prospectuses, fund-company websites or resources such as WSJ.com’s Market Data 
tab or Morningstar.com.  

Aim to pay no more than 1% of assets in annual fees for actively managed funds, because anything more is “just too 
much of a headwind,” says Evor Vattuone, a financial planner and president of Aspire Capital Management in Walnut 
Creek, Calif. Look for expenses under 0.5%, or even under 0.25%, for index funds, he says.  

TAXES 

Adjusted Gross Income 

This income figure can have a major influence on which tax deductions and credits you are eligible for, says Jonathan 
Heller, a financial planner and president of KEJ Financial Advisors in Newtown, Pa.  

The number is found at the bottom of the first page of the Form 1040 tax return. It is a tally of your income after certain 
adjustments—but before subtracting personal exemptions and either the standard or itemized deductions.  

The 3.8% surtax on net investment income, for example, kicks in for most single filers when AGI reaches $200,000, while 
joint filers have a $250,000 threshold. Medicare Part B and D premiums start to rise for most single filers with AGI of 
more than $85,000, or $170,000 for those married filing jointly. 

   $33,552 

Difference in value after 20 years of $100,000 invested in a stock fund with 0.5% in expenses 
versus one at 1% (assuming a 7% annual return) 

Source: Bankrate.com  

“The 15 Numbers Every Investor Needs to Know”  Continued from page 2 

http://www.wsj.com/news/articles/SB10001424052702304558804579376930382873584


Boosting contributions to pretax retirement accounts like a 401(k) is one way to reduce AGI.  

In years past, people age 70½ or older were able to reduce their AGI by making a direct transfer of up to $100,000 
from an individual retirement account to charity, thereby reducing taxable distributions. That provision expired 
Thursday, although it may be reauthorized by Congress for 2015 transfers.  

Your State’s Estate-Tax Exemption Amount 

Two years ago, Congress set the amount of money you can leave to heirs without any federal estate tax being due at 
more than $5 million per individual, and double that for a married couple.  

But many states have much smaller exemptions before state estate or inheritance taxes kick in, making this number 
important for estate planning. New Jersey has the lowest state estate exemption, at $675,000. Oregon and 
Massachusetts are at $1 million.  

 

 “I have to remind clients, you don’t have a federal estate problem, but you may have a Massachusetts estate 
problem,” says Scott Kaplowitch, an accountant and partner at Edelstein & Co. in Boston.  

For example, the estate of a Massachusetts taxpayer who expects to leave $3 million to heirs other than a spouse 
would owe no tax to the federal government. But unless the taxpayer takes steps to reduce that estate, which could 
involve gifts to family members and to charity, Massachusetts tax would be due. The state’s estate-tax rates range up 
to 16%.  

To be continued in Investment Thoughts  - Third Quarter  2015 

Copyright 2015.  The Wall Street Journal. All rights reserved.  Used by permission and protected by the Copyright Laws of the United States.  The printing, 

copying, redistribution, or retransmission of the Material without express written permission is prohibited.  

    $99,600 

 State estate-tax bill in Massachusetts on an estate of $2 million  

    Source: Scott Kaplowitch  

“The 15 Numbers Every Investor Needs to Know”  Continued from page 3 

Welcome Kiley Mulcahy!  

Hello everyone! I am Kiley, the new intern given the opportunity to work with the B & I Advisors team here at 
Buttonwood. I grew up (and am currently living) in De Forest, Wisconsin, and will be a junior at the University of 
Wisconsin-Whitewater.  I am majoring in finance with a financial planning emphasis; as an intern at Buttonwood, I will 
gain fantastic experience and insight into my future career should I choose to become a financial advisor. 

 

                When I have time, I enjoy playing tennis and bowling as well as playing euchre with my competitive family.  I 
look forward to this summer and possibly years ahead with Buttonwood, and hopefully having the privilege of 
meeting you! 

http://www.wsj.com/articles/the-new-rules-of-estate-planning-1414167302
http://www.wsj.com/articles/the-new-rules-of-estate-planning-1414167302


Save a 

If you would prefer to receive 

our newsletter electronically, just 

let us know and we will send it 

via email each quarter. 

 

Email linda@btnwd.com  

or call 608-827-6415 

 

Please also contact us if you 

would like information about 

online account access and/or 

receiving your statements 

electronically. 

 
Make a 

Haven’t received the latest Social 

Security Statement by mail? They 

are now available online at: 

SSA.gov/myaccount 

Please send us a copy when you 

have a chance to check it out 

online. 

 

State Employees:   

Please remember to send us 

your retirement plan statement 

when you receive it. 

  

Like the Updated Newsletter Format? 

Did you Catch our Mistake? 

In our excitement over our new format, we were so focused on the look of the 
newsletter that not one person in our office caught that  Chris’ and Greg’s names were 
transposed.  But many of you did!  Here are a couple of our favorite responses: 

“Like the new format. I want to know where Chris went for vacation, where he found 
the fountain of youth. Greg was apparently holding down the fort and aged like a US 
president.”  —T. F. 

“I knew that you were going to be changing roles, but I didn't know it involved a head  
transplant. You clearly take these changes seriously.  That makes me feel assured.”  —
D.M. 

 Nate’s New Position 

Greetings, and happy summer!  Since May of 2014 I have enjoyed my 

internship with Buttonwood learning all about the inner workings of financial 

planning and advising under the guidance of the entire Buttonwood Team.  After an 

extraordinary year, I have decided to accept a full-time position as an Account Service 

Associate.  

 In my role as intern I was tasked with updating and maintaining various 

forms of paperwork, assembling financial data into client reports and helping with 

any other necessary projects around the office.  In my new position, I will continue to 

support Chris, Greg and Jodie – just in different ways.  Whether preparing for or 

following up on client meetings, maintaining databases and other software programs, 

or assisting them with special projects, my charge is to take the “busy work” away 

from them and free up more time for them to be available for you.   

As I finish up my final two classes for my Economics degree at UW-Madison 

this fall semester, I’m eager to be starting my first full-time position and ready to 

utilize and increase my financial knowledge over the years to come.  By working 

closely with the team, I look forward to continuing my education (just outside of the 

classroom now!) as I begin my career within the financial planning industry.    

I am originally from Middleton, WI and with graduation fast approaching, I 

have found more time to do the things I love around Madison: from the Farmer’s 

Market or Concerts on the Square to afternoons at the Vilas Zoo, or catching a live 

performance down at the Memorial Union Terrace.  As my course load decreases, I 

am enjoying using the extra time to watch and play just about any sport - but my 

summer challenge is golf, which is the one I need to practice the most!  I take 

pleasure in being outside for either active fun or simple relaxation, and am interested 

in seeing more of the world.  After hearing about Chris’ many adventures, I have 

made it a goal of mine to travel to at least one different state or country each year; 

suggestions for potential destinations are always appreciated!   

To date, I have only had the opportunity to meet a handful of you, but I am 

looking forward to remedying that now that I’m “official.”  If I can be of assistance, 

please feel free to email me at nate@btnwd.com or call me at 608-827-6405.  
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From Lewis Carroll’s Alice’s Adventures in Wonderland:   

Alice:  Would you tell me, please, which way I ought to go from here?   

Cheshire Cat:  That depends a good deal on where you want to get to.    
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