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Issue #3: Considerations During the Partner Promotion Process  
 
Making partner is a career milestone but it’s also a financial inflection point. The shift from associate 
or counsel to partner often comes with changes in compensation structure, retirement plan 
participation, tax treatment, insurance responsibilities, and personal financial planning. 

Unlike a salary and bonus model, partner compensation typically includes K-1 income, estimated 
quarterly tax payments, and potential capital contributions to the firm – all of which require more 
proactive cash flow planning and savings discipline. Many new partners underestimate the impact of 
these shifts until they’re faced with unexpected tax bills or liquidity pressures. 

You may also be required to participate in a firm-sponsored retirement plan, such as a Defined 
Contribution Plan. These plans are often mandatory and pre-tax in nature – which makes building 
after-tax diversification even more valuable. Making Roth contributions within your 401(k), executing 
a “Back-Door” Roth IRA strategy, or even exploring Roth conversions of pre-tax IRAs (when 
applicable) can provide long-term flexibility and tax planning opportunities down the road.  

Health insurance also deserves a closer look. As a partner, you’re typically considered a business 
owner and responsible for both the employer and employee portions of your medical premiums. If you 
don’t have access to a spouse’s employer plan, this added cost can be meaningful – and planning 
ahead for it is key. 

Protection planning is another area worth evaluating. Many partners are underinsured, especially as 
families grow and take on larger financial responsibilities like private school tuition, second homes, or 
other lifestyle expenses. Instead of relying solely on employer-provided coverage, it’s often wise to 
secure individual term life insurance coverage that reflects your future earning potential, outstanding 
liabilities, and goals like college funding or paying off a mortgage in the event of a tragedy. 

Making partner can significantly change your financial picture. Ensuring your plan reflects these 
changes – and evolves with your growing complexity – is key to making the most of this milestone. 

Thanks for reading and congratulations to those of you navigating this exciting transition or working 
toward it in the years ahead. 

 
Adam J. Murray, CFP®, CPM® 
Managing Director, Wealth Management 
Financial Advisor & Family Wealth Director 
The Murray Legacy Group at Morgan Stanley 
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Chart of the Month: Investing at All-Time Highs  
Investors usually use all-time highs as a reason to stay in cash or on the sidelines. While it may feel 
counterintuitive, history shows that investing at a market peak often leads to solid long-term 
outcomes. This chart highlights average returns following all-time highs and the takeaway is clear: 
waiting for a pullback isn’t always the smarter move.  

 

Explaining the Chart:  
On the left, we show the S&P 500 price index and mark each all-time high that set a “market floor,” or an 
all-time high from which the market has never fallen more than 5%. Since 1950, there would have been 
many instances in which an investor sitting on the sidelines with markets near all-time highs would have 
never seen a better entry point. On the right, we show that returns from investing on any given day versus 
an all-time high are comparable and, in some cases, better when investing at market highs.  

 

Our Perspective:  
It’s common to feel uneasy about investing when markets are at all-time highs, as if a downturn must be 
just around the corner. But this chart reminds us that new highs are often followed by continued growth, not 
immediate losses. For long-term investors, especially those putting excess cash to work, staying sidelined 
out of fear can be more damaging than mistiming the market.  
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You Asked, We Answered 
Each month the newsletter will include a reader-submitted question and our take on it. If there’s a topic 
you’d like us to explore – or something you’ve been wondering about – we’d love to hear from you. 

Question: “What’s the best way to approach a year-end bonus or large cash infusion?” 

Our Take: 
A thoughtful approach starts with clarity around your goals and a plan for how to put each dollar to work. 
Here’s how we often guide attorneys through this decision: 

1. Start with your near-term goals. Before investing, make sure you’ve set aside enough cash on 
hand for upcoming need – things like tuition payments, home renovations, a down payment, or 
upcoming tax obligations. Setting aside funds for these goals can help ensure you don’t have to 
disrupt your long-term investment strategy to meet short-term obligations. 

2. Pay down high-interest or burdensome debt. Credit cards, HELOCs, or outstanding student 
loans can limit flexibility and increase financial pressure. Paying them down – either partially or fully 
– can be a smart use of surplus cash and an important step toward long-term stability. 

3. Max out retirement opportunities. If available, make a “Back-Door” Roth IRA contribution for the 
year. Don’t forget to max out your 401(k) through salary deferral – it’s one of the most efficient ways 
to build long-term wealth. In some cases, a Roth conversion of pre-tax IRA dollars may also make 
sense. 

4. Invest for the long term. With your near-term needs covered, debt balances addressed, and 
retirement accounts funded, you can put the rest of your cash to work in a long-term brokerage 
account. That might mean investing the lump sum all at once, or taking a more gradual approach 
by dollar cost averaging over time. Either way, the goal is to build a portfolio aligned with your goals 
and risk tolerance. 

Together, these steps offer a practical framework for putting excess cash to work while balancing flexibility, 
long-term growth, and responsible financial management.       

Thanks for reading this issue of Well Advised. If you’d like to submit a question for a future edition – or talk 
more about anything we covered today – we’d love to hear from you. Let’s keep the conversation going. 

Meet the Team 
Dedicated to helping attorneys navigate each stage of their career with clarity and confidence. 

 

 
                                    
Adam J. Murray, CFP®, CPM®           
Managing Director, Wealth Management    
Financial Advisor & Family Wealth Director 
Direct: 610-260-7009 
Adam.Murray@morganstanley.com                                                     
NMLS #2317486 

Philippa J. Lumsden, CFP® 
Financial Advisor, Wealth Management 
Financial Planning Specialist 
Direct: 610-260-7044 
Philippa.Lumsden@morganstanley.com 
NMLS #2317486 
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Disclosures 
The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth Management 
or its affiliates.  All opinions are subject to change without notice.  Neither the information provided nor any opinion expressed 
constitutes a solicitation for the purchase or sale of any security.  Past performance is no guarantee of future results.  
 
Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance agency affiliates. 
 
Since life insurance is medically underwritten, you should not cancel your current policy until your new policy is in force.  A change to 
your current policy may incur charges, fees and costs.  A new policy will require a medical exam. Surrender charges may be imposed 
and the period of time for which the surrender charges apply may increase with a new policy.  You should consult with your own tax 
advisors regarding your potential tax liability on surrenders. 
 
The Standard & Poor's (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization US stocks.  An investment 
cannot be made directly in a market index.        
 
Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each 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.  
 
Diversification does not guarantee a profit or protect against loss in a declining financial market. 
 
When Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors and Private Wealth Advisors 
(collectively, “Morgan Stanley”) provide “investment advice” regarding a retirement or welfare benefit plan account, an individual 
retirement account or a Coverdell education savings account (“Retirement Account”), Morgan Stanley is a “fiduciary” as those terms 
are defined under the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and/or the Internal Revenue Code 
of 1986 (the “Code”), as applicable. When Morgan Stanley provides investment education, takes orders on an unsolicited basis or 
otherwise does not provide “investment advice”, Morgan Stanley will not be considered a “fiduciary” under ERISA and/or the Code. 
For more information regarding Morgan Stanley’s role with respect to a Retirement Account, please visit 
www.morganstanley.com/disclosures/dol. Tax laws are complex and subject to change. Morgan Stanley does not provide tax or legal 
advice. Individuals are encouraged to consult their tax and legal advisors (a) before establishing a Retirement Account, and (b) 
regarding any potential tax, ERISA and related consequences of any investments or other transactions made with respect to a 
Retirement Account. 
 
A 10% penalty tax will apply on funds converted to a Roth if those funds are withdrawn before five years have elapsed unless the 
owner is age 59 ½ or another exception applies. 
 
A Roth Conversion may not be right for everyone. There are a number of factors taxpayers should consider before converting, including 
(but not limited to) whether or not the cost of paying taxes today outweighs the benefit of income tax-free Qualified Distributions in the 
future. Before converting, taxpayers should consult their tax and legal advisors based on their specific facts and circumstances. 
 
Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or 
completeness. 
 
Morgan Stanley Smith Barney LLC.  Member SIPC.  
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