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8 Questions Financial Plans Should Answer

ou may have a financial
plan, but is it really working
for you? The fact is, not all

financial plans are created equal. To
make sure your financial plan is
going to help you achieve your fi-
nancial goals, make sure it answers
these eight questions.

How much do I have, and how
much do I owe? Before you com-
plete any other financial planning

tasks, you need to take stock of |

ate for my goals? You know what
your goals are, but is your money in-
vested in a way that will help you
get there? Your financial plan should
point you toward investments that
are appropriate for both your goals
and your risk tolerance. That means
carefully balancing the risk you need

to take to achieve acceptable invest-
ment returns with the amount of risk
you're comfortable taking based on
your personality (some of us are nat-
ural risk takers, while some are more
risk averse).

Am I protected in case of a
Continued on page 2

where you currently stand. That |

means taking a complete inventory
of your assets as well as assessing
how much you owe. Subtracting the
second from the first will tell you
your net worth. Your financial plan
should make it easy to determine
your net worth at a glance.

What do 1 want to achieve
with my money? We all have per-
sonal and financial goals. Perhaps
you want to buy a bigger house in a
nicer neighborhood. Maybe you
want to be able to send your kids to
college debt-free. You might be
dreaming of owning a second home
someday, retiring at 55, or starting
your own business. Your financial
plan should specifically identify
your financial goals and outline
steps you need to take to turn those
dreams into reality.

Are my investments appropri-
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Straighten Out Your Financial Accounts

t’s not uncommon to accumulate things over the years, when you don’t
take time to straighten them out periodically. This applies to our
finances as well as our possessions. How many credit cards do you
carry? How many stocks and bonds, brokerage accounts, and individual
retirement accounts (IRAs) do you own? It’s not just a matter of finding
time to keep track of all these different financial assets. Often these assets
are acquired without a clear-cut strategy, so you may own assets with sim-
ilar investment objectives or that are not compatible with your financial
goals. If you feel it’s time to straighten out your finances, consider these:

Make a list of all your assets and debts. List each one individually, so
you have a sense of how many different accounts you’re dealing with.

Go through each one of your investments. Make sure you understand
%" why you own each one. Are you really adding diversification to your
portfolio, or do you have overlapping investments? Assess the prospects
of each investment and decide whether you should continue to own it.

Look for ways to consolidate accounts. Try to get down to one bank
account, one brokerage account, and one IRA. This can significantly
reduce the time needed to review and reconcile accounts.

Assess your outstanding debts. Do you really need all those credit

cards? Consider keeping only one or two cards, so it’ll be easier to
monitor balances. Look for ways to reduce the cost of your borrowing. Is
it time to take another look at refinancing your mortgage? vv'v/



8 Questions

continued from page {

disaster or emergency? One of the
main reasons to have a financial
plan is to protect yourself and your
family in the event that the unex-
pected happens. Part of being pre-
pared is having an emergency fund,
and your financial plan will tell
you how much savings you should
have. But that’s just the beginning,
You’ll also want to protect your in-
come with disability insurance and
have proper insurance to safeguard
your assets.

Am I paying the right amount
in taxes? Thinking about taxes is no
fun, but what’s a real drag is realiz-
ing you’ve been paying the govern-
ment more than you needed to. A
comprehensive financial plan will
include an evaluation of your tax sit-
uation. If necessary, your advisor
will make suggestions for steps you
can take to better manage your tax
burden and keep more of the money
you earn.

What’s my plan for retire-
ment? Whether you're a few years
or a few decades away from retire-
ment, your financial plan should
include a plan for what will happen
after you stop working full time.
Your financial plan should address
how much you need to be saving
for retirement and how to invest
that money,

What will happen to my
money when I die? Your financial
plan and your estate plan go hand in
hand. Part of comprehensive finan-
cial planning involves checking to
make sure the beneficiaries on your
retirement accounts and insurance
policies match with your overall es-
tate planning goals. A financial plan-
ner can also work with your estate
planning attorney to make sure your
assets aren’t lost to unnecessary

taxes and address other issues relat-
ed to how your wealth is distributed
after your death.

Who is in charge of helping me
achieve my money goals? Finally,
your financial plan should clearly
identify who is in charge of helping
you achieve your most important

money goals. Your financial advisor
is a critical partner in your financial
life, guiding you to make smart deci-
sions that will put you on the path to
achieving your goals.

Please call if you’d like to dis-
cuss this in more detail. Vv'v/

How to Raise Financially Responsible Kids

lthough you’ll have to wait
Aa good while before they’ll
thank you for it, teaching
your children to be financially

responsible is one of the best gifts

you can give. Fortunately, most of

the lessons can begin while they are
still very young.

Lesson #1: Appreciation for
the value of money — Prices are
just abstract numbers until time and
effort has been spent to generate
those coins and bills. Consider
forming an allowance-for-chores
policy to teach your children about
money management early on. You
pay for the basics, but if they want
the extras, they will have to save up
and use their own money.

Lesson #2: Saving the money
they earn — Teach them to save a
portion of what they earn from the
get-go, This habit will make it
much easier for them to not spend
their entire paycheck as well as
leave their savings intact when they
are on their own. You may need to
encourage them firmly at first, with
a fixed percentage or minimum
amount, As they grow older and
their savings increase, they will
need less guidance.

Lesson #3: Setting goals and
staying on track — Helping your
children set short- and long-term
goals is a key part of getting them
to stick to a savings strategy. Most
children are not that excited by

slowly rising dollar amounts, but
when a certain dollar amount repre-
sents a desperately-desired new toy,
their focus sharpens considerably.

Lesson #4: The nitty-gritty of
a balanced budget — Show your
children the day-to-day workings of
adult finances. Go through the line
items on your budget and reveal
your own percentage of savings for
short- and long-term goals. You can
explain the benefits of autopay,
managing a bank account online,
minimum balances and fees, and
even how to fill out a check (some
landlords and city utilities still
require checks for bill payment). It
may seem mundane to you, but
depending on the child’s age, the
desire to be grown up could
increase their interest level and
make abstract concepts more
understandable.

Lesson #5: Understanding
debt and loans — When a young
adult is first exposed to credit cards,
they may not understand that pur-
chasing things on credit or taking
out a loan ends up costing more
money. Explaining how interest can
work for you (in a savings account)
and against you (in a loan or on
credit) can keep them from making
bad decisions. Above all, modelling
financial responsibility in your own
life can help them form the basis for
a lifetime of good money habits,
vvv
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Should You Consider Incentive Trusts?

ou’re looking for an effec-
tive way to get your heirs to
do what you think is best for

them, for the family, and for the
world. Is an incentive trust the right
vehicle to accomplish that?

An incentive trust is much like a
traditional irrevocable trust, except
that it sets specific conditions on trust
distributions. Some people establish
incentive trusts to make sure benefi-
ciaries stay in the family business.
Others want to encourage higher edu-
cation or public service. Some want
to discourage behavior — laziness,
reckless spending, or drug use. Still
others want to encourage beneficiar-
ies to get married and raise a family.

Incentive Trusts Have
Advantages and
Disadvantages

If you think an incentive trust
may be a useful part of your estate
plan, consider the advantages and
disadvantages. The advantages of
incentive trusts include:

If you write the conditions for

disbursement properly, they pro-
vide objective criteria for when and
how to make these disbursements.

They encourage beneficiaries
to behave in ways that are
important to you.

FR2024-1018-0177

They allow you to condition

disbursement on your benefi-
ciary’s age, so you can decide when
he/she is old enough to responsibly
manage the inheritance.

V’l‘hey can help you accomplish
goals through your beneficiaries.
But there are also disadvantages:

While incentive trusts allow

you to specify conditions for
distributions, they restrict the ability
of trustees to make different deci-
sions if new circumstances arise.

Incentive trusts can cause
resentment among beneficiaries.

Encouraging goals you think

are important may cause bene-
ficiaries to neglect other good oppor-
tunities that may arise.

Incentive trusts may be plagued

by the law of unintended conse-
quences. How can you foresee the
future long after you've died?

Because incentive trusts are
often more complicated than
traditional irrevocable trusts, they
may be more expensive to establish.

What to Think About

There are a number of issues that
could affect the design and imple-
mentation of an incentive trust. Con-
sider these points carefully:

Goals — What behaviors do

you want to promote? Think
about what matters to you and your
beneficiaries. What goals are fair
and reasonable for you to expect your
beneficiaries to achieve?

#Coordination with your
M estate plan — Incentive trusts
are just one component of an estate
plan. Decide whether you want to
create a separate incentive trust or

build incentive clauses into a trust
designed for another purpose.

Duration — How long do you

want the incentive trust to last?
For grantors with substantial wealth,
a trust may span many generations.

Beneficiaries — Who will ben-
efit from the monies disbursed
from the incentive trust?

Trustee designation — Make

that job easier by writing condi-
tions that are both objective and eas-
ily measured.

How to Prepare an
Incentive Trust

If you decide an incentive trust
may be right for you, you should:

Sit down with your beneficiar-

ies and trustee to discuss your
goals for the incentive trust. The
likelihood that your beneficiaries will
later resent the incentives is greater
without this discussion.

Build flexibility into the trust to
accommodate changes in cir-
cumstances.

Ensure that the conditions you
want to include comply with
state and federal laws.

If you don’t want to establish an
incentive trust, you can limit each
beneficiary’s inheritance to an
amount that isn’t likely to encourage
reckless consumption and unproduc-
tive behavior. Another alternative, if
your interest lies in philanthropy, is
to establish a private foundation and
name your beneficiaries as board
members. That way, your money is
still controlled by your beneficiaries,
but it is put to charitable use.

Please call if you'd like this in
more detail. VvV




U P b} A T )

Protect Your Family’s Security

ne of your first financial goals should be to pro- A cash reserve for short-term emergencies, such
Otect your family’s financial security from major as a temporary job loss, major home repair, or
catastrophes, To do so, consider these four items: | large medical bill. A common rule of thumb states that
your cash reserve should equal two to six months of liv-
ing expenses. However, how much you’ll need depends
Market on your age, health, job outlook, and borrowing capacity.
Adequate insurance in all major areas. Your
Data i insurance needs will change over the years, so you
MonTH ExD % CHANGE ﬁ?zs find y(:il'lrsillf witl} too muclll.for :lqo ll)i‘tlt.le cove::dgi.
STocks: T2 Dic2d Nov2d YID  12-Mow. » periodically review your life, disa ility, medical,
DowlonesInd. 4454466 4254422 4491065 47% 168% | and homeowner’s insurance.
S&P 500 604053 S8RIG3 603238 27 247 Umbrella liability insurance to profect against
Nasdaq Comp. 1962744 19310.79 1921817 16 294 major lawsuits. Umbrella policies are purchased in
Total Stock Market  60144.00 58399.25 6028701 30 246 $1 million increments and kick in once limits of your
PrECIOUS METALS: homeowner’s and automobile policies are exceeded. In
Gold 281205 261645 264085 75 370 addition to the items covered by those policies, an
Silver 3145 2944 3008 68 360 umbrella policy typically covers damages from use of
INTEREST RATES: JaN25  Dec24 Nov24 Dec23 Jan24 non-owned property in your possession and from law-
Prime rate 750 750 715 850 830 suits for libel, slander, defamation of character, and inva-
Moneymarketrate 040 042 043 048 050 T
3-month T-bill rate 420 423 442 526 521 .
0.yerThondrate 488 486 445 420 534 A power of attorney. A power of attomey gives an
Dow Jones Corp. 537 545 $23 S17T S3I individual you designate the power to act on your
Bond Buyer Muni 444 446 426 448 484 behalf when you are incapacitated, allowing him/her to
Sources: Barron's, Wall Street Joumal. An investor may not invest directly in an index. | take over your finances and make investment decisions.
vvv FR2024-1018-0177

Morgan Stanley Smith Bamey LLC offers a wide array of brokerage and advisory services to its clients, cach of which may
create a different type of relationship with different obligations to you, Please visit us at
http://www.morganstanleyindividual.com or consult with your Financial Advisor to understand these differences.

This newsletter was produced by Integrated Concepts Group, Inc. on behalf of Morgan Stanley Financial Advisor Judith Wilkens Lev, Corey D, Lev, CFP® Ronald R. Rourk, CFP®, The
opinions expressed in this newsletter are solely those of the author and do not necessarily reflect those of Morgan Stanley. Morgan Stanley can offer no assurance as to its accuracy or com-

pleteness and the giving of the same is not deemed an offer or solicitation on Morgan Stanley's part with respect to the sale or purchase of any securities or commaoditics.

Tax laws arc complex and subject to change. This information is based on current federal tax laws in effect at the ime this was written. Morgan Stanley Smith Barney LLC (“Morgan
Stanley”), its affiliates, and Morgan Stanley Financial Advisors do not provide tax or legal advice. Individuals should consult their personal tax advisor for matters involving taxation and tax
planning and their attorney for matters involving personal trusts, estate planning, and other legal matters.

Investments and services offered by Morgan Stanley Smith Barney LLC, Member SIPC. 2024-P5-458
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