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Estate Planning for Blended Families
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ficult to determine what’s “yours,

mine, and ours,” but it’s an issue
that needs to be addressed. While
this may be an emotional and
uncomfortable conversation at times,
do your best to keep the emotion out
as you work through the myriad of
issues that need to be reviewed.

In a blended family, it can be dif-

Discovery

The first step in developing an
estate plan in a blended family is for
you and your spouse to have a very
open conversation to discover:

Plans you may have from

previous marriages — To
understand how previous arrange-
ments might impact your new plan,
you will need to review any plans
you have in place from previous
marriages, including wills, trusts,
beneficiary designations, guardian-
ship, etc. For example, your current
spouse may not be entitled to a
retirement account if it was part of a
divorce settlement specifying that it
goes to your previous spouse.

Goals and wishes — Each of

you needs to clearly define
your goals for upholding previous
obligations, how guardianship will
be handled for both biological and
stepchildren, and how you want your
separate or combined assets distrib-

uted. This is extremely important,
because how assets are owned is how
they will be distributed in the future.
For example, imagine if your spouse
passes away, and unbeknownst to
you, all assets were left to the chil-
dren from a first marriage, while you
don’t have enough money to pay the

monthly bills. Straightforward com-
munication is the key to developing a
blended estate plan.
Together or separate — Com-
mingling or keeping assets sep-
arate can depend on several factors
that a couple needs to decide. If one
Continued on page 2

Ways to Reduce Life Insurance Premiums

ollowing are some ways that you can reduce your life insurance pre-
miums while still maintaining good coverage:

How Much Do You Really Need? Take a long, hard look at your
finances to see how much life insurance you really need. Consider what
expenses will need to be covered if something were to happen to you. If
reducing your expenses is a top priority, then only buy the amount of cov-
erage that you really need.

How Long Do You Need It? The longer the term of your life insur-
ance, the more you will pay in premiums. If your kids are on their own and
you’ll soon be paying off your mortgage, you can reduce the benefit.

Your Health Matters. If you smoke or are overweight, you are going
to pay more for your insurance. Getting healthy is good for a lot of reasons
and it can also reduce your premiums.

Go Shopping. Shop around for the best policy to meet your needs at
the best price. Most insurers now provide policy quotes online to make
this a relatively easy process. Just make sure you are comparing policies
with the same features.

Check the Fine Print. As you review different policies, make sure to
check for any hidden fees. For example, some insurance companies
charge extra if you pay your premiums monthly versus annually. Also
make sure that there are no riders on your policy that are not needed for
which you are paying extra. VvV
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Estate Planning

continued from page 1
party brought in significant assets,
you may decide to keep those sepa-
rate, while commingling assets you
build together. Children also play a
major role in this decision. Maybe
you already have college accounts or
trusts established for your children
from a previous marriage and those
assets should remain separate. Many
parents feel strongly about setting
aside assets specifically for their chil-
dren from a previous marriage.
Review the marital property
laws in your state — Make
sure you understand how your state
laws govern the way you hold assets.
For example, if you live in a commu-
nity property state, any assets that
aren’t identified as separate will be
considered equally owned as com-
munity property of the couple, even
if they were assets you intended to
keep separate because they were
acquired prior to the marriage.

Documentation

You need to document every
detail of your estate plan to avoid
potential issues. Also, this legal doc-
umentation will help avoid the
expensive, and potentially emotional,
issues involved with probate court.

Wills — You should create a

will that provides clear instruc-
tions on how all your assets are to be
distributed, guardianship for minor
biological and stepchildren, health
care directives, and any other wishes
to be carried out should either of you
become incapacitated or die.

Trusts — Blended families

should consider developing a
trust, which holds the assets on
behalf of the beneficiaries and
defines how and when the assets pass
to the beneficiaries. A trust can also
last for years, through the lifetimes of
the surviving spouse, children, and
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even future generations. For blended
families, certain types of properly
established trusts can provide finan-
cial support for your spouse and still
make sure something is left for your
children.

Account titles — Even if you

have a will or a trust, you will
also want to make sure that
accounts, such as a retirement
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account, have defined beneficiaries.
Additionally, other accounts can be
owned as joint tenants with right of
survivorship or transfer on death,
making the owner’s intentions clear
that in both cases the assets go direct-
ly to the party named on the account.
Please call if you’d like to dis-
cuss this in more detail. VvV

Your Retirement Portfolio and Bonds

f the three main asset class-

es, bonds often appear the

least exciting. Perhaps
their stable but seemingly turtle-
paced growth decreases their likeli-
hood to cross investors’ minds
when it comes to saving for any
goal, including retirement. Howev-
er, bonds can be an important piece
of any retirement portfolio. As a
general rule, your bond allocation
should increase as you near retire-
ment.

When you’re young, bonds will
likely be of little importance to you.
True, investing predominately in
bonds in your youth might keep
you from some panicked moments
during temporary bear markets,
since the stock market is arguably
more volatile than the bond market.
However, depending on your toler-
ance to a few downturns throughout
the course of your working life, the
average return rate of stocks has
historically been higher than bonds.

As you move closer to retire-
ment, however, your vulnerability
to risk increases, as you no longer
have as much time to ride out a sud-
den stock decline and recover by
your anticipated retirement date.
Increasing your bond allocation
slightly as you age can offer a
buffer should you encounter a sharp
decline in stocks. Keep in mind,
however, that some of the age-

based bond-to-stock ratio invest-
ment theories you’ve likely heard
could be outdated guidance — it
may not be realistic to tweak your
allocation ratios based on advice
born in times when bond yields
were much higher, the cost-of-
living-to-income ratio lower, and
employer-sponsored pensions more
popular.

Of course, your retirement
portfolio should align with your
individual retirement goals and risk
tolerance, which is why stock and
bond allocations often vary from
person to person even within the
same age category. While bonds,
like any investment, come with a
modicum of uncertainty, they typi-
cally carry less risk than stocks.
Therefore, a more conservative
investor, regardless of age, might
choose a larger portion of his/her
asset allocation to represent bonds.
On the other hand, because stocks
outperform bonds when it comes to
long-term growth, a younger, more
aggressive investor might choose to
start out with no bond investments
at all, focusing on stocks until
retirement is more visibly on the
horizon.

To discuss your retirement
goals and create or restructure a
portfolio that best fits your overall
goals and risk tolerance levels,
please call to discuss. VVV/
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Avoid These 10 Insurance Mistakes

ew people enjoy thinking
Fabout their insurance needs,

shopping for coverage, or
reading through a policy’s fine print.
Once they do buy a policy, many
people rarely think about it again,
other than when they pay the premi-
ums. But that tendency to avoid
thinking about insurance can lead to
insurance mistakes. Below are some
common insurance mistakes:

1. Expecting the best — Some
people may think they can skip vari-
ous types of essential insurance (like
auto or health insurance), because it
won’t happen to them. Or they may
buy a bare-bones policy. But the real-
ity is that accidents and injuries can
happen to anyone.

2. Not shopping around — If
you’re in the market for a new policy,
shop around and compare prices to
get the best deal. But make sure
you’re comparing equivalent policies
and coverage.

3. Buying too much insurance
— While insurance is a valuable part
of your overall financial plan, there is
such a thing as being over-insured.
Don’t pay high premiums for insur-
ance coverage you don’t really need.

4. Not negotiating on insur-
ance rates — Here’s a little-known
tip: The premium price you’re quoted
isn’t set in stone. Depending on the
type of coverage you need, you may
be able to get discounts based on
your profession, the age of your car,
installing an alarm system in your
home, choosing a higher deductible,
and more. Bundling — buying sever-
al policies through the same carrier
— can also lead to premium price
breaks.

5. Forgetting to pay the pre-
mium — It’s a simple but potentially
devastating mistake. Missing premi-
um payments could cause your poli-
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cy to lapse, leaving you without cov-
erage. Reduce the risk of this happen-
ing by automating your payments.

6. Dropping coverage to save
money — When your budget is tight,
dropping insurance coverage may
seem like a good way to save cash.
But while you may save money in the
short term, you could end up worse
off in the long term if you need to
make a claim. If premium payments
are straining your budget, consider
raising your deductible or asking
your insurer if you’re eligible for any
discounts.

7. Forgetting to update life
insurance beneficiaries — As your
life changes, so should the people
named as beneficiaries on your life
insurance policy. Divorce, remar-
riage, the death of a spouse, or the
birth or death of a child are all times
when you should update these desig-
nations. If you fail to take this simple
step, your life insurance may not do
its job when you need it most. After
all, do you want your insurance ben-
efits to go to your ex-spouse or have
one child receive a generous insur-
ance payment while the other
receives nothing? Keeping your ben-
eficiary designations up-to-date can
help you avoid those outcomes.

8. Having coverage gaps —
Everyone faces different risks, and
thus has different insurance needs.
Sometimes, it’s easy to overlook a

risk until it’s too late. For example, if
you live in an earthquake-prone area,
you likely need separate earthquake
insurance. If you serve on a nonprofit
board of directors, you may need per-
sonal liability coverage. If you own
ATVs, snowmobiles, or other vehi-
cles, you may need special policies to
protect yourself in case of damage to
the vehicle or a lawsuit. The list of
possible risks goes on and on.

9. Not researching an insur-
ance company before you buy —
Not every insurance company is cre-
ated equal, and what looks like a
great deal today may be less appeal-
ing tomorrow when you are strug-
gling to get a claim processed quick-
ly. Before you buy, get multiple
quotes, read the policy’s fine print,
review the insurer’s complaint record
with the state department of insur-
ance, and check the company’s rat-
ings with ratings agencies like Fitch,
Moody’s, and A.M. Best.

10. Not thinking about insur-
ance as part of your overall finan-
cial plan — Insurance isn’t some-
thing you should think about in isola-
tion. In fact, it’s an essential part of
your overall financial plan. A solid
risk management strategy protects
your hard-earned wealth and your
family’s future. Please call if you’d
like to discuss insurance in more

detail. VvV
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Life Insurance for Stay-at-Home Parents

hen most people think about life insurance, they
think about replacing the take-home pay earned

by the family’s primary breadwinner should

at-home parent.

For a newly single parent of two children, the price of
continuing to work could mean spending as much as

he/she die. Yet it could be just as important to insure a stay-

Market
Data

$40,000 or more a year on child care and household servic-
es. If you can’t imagine finding that kind of additional cash,
consider covering your spouse or partner with a life insur-
ance policy to pay those expenses.

For many couples today, their retirement or college
finance plan includes a non-working spouse returning to

MonTt END % CHANGE work once the children are in school. If that’s the case for
STOCKS: AUG24 - JuL24 - Jun24 - YTD 12-Mox. you, life insurance can make a critical difference in whether
Dow Jones Ind. 41563.08 40842.79 39118.86  10.3% 19.7% ’ .
S&P 500 S840 552230 46048 184 253 | Youmeet your long-term financial goals.
Nasdaq Comp. 17713.62 17599.40 17732.60 180  26.2 You have two choices: you can take out a separate pol-
Total Stock Market ~ 55960.34 54862.65 53915.68  17.1 244 icy on your spouse that names you as the beneficiary, or you
PRECIOUS METALS: can add a spouse rider to your own policy. The advantage
Cold 251335 242630 233090 215 294 of a rider is that it can be cheaper than securing a separate
Silver 28.98 28.82 2028 195 186 policy for the stay-at-home parent.
INTEREST RATES: Aug24  Jur24  Jun24 Dec23 Auc23 . .
Prime rate 8.50 8.50 850 850 850 On the other hand, if your spouse dies after you do, the
Money market rate 047 0.48 050 048 057 rider typically doesn’t pay a death benefit to your spouse’s
3-month T-bill rate 4.98 515 524 506 534 beneficiary. In addition, your spouse will have no access to
20-year T-bond rate 428 4.44 461 420 439 cash value accumulation since the policy and cash values
Dow Jones Corp. 5.06 543 551 517 578 are owned by you. And, with some insurance companies,
Bond Buyer Muni 432 3.94 433 448 470 you can’t secure as much coverage on your spouse in a rider.

Sources: Barron’s, Wall Street Journal. An investor may not invest directly in an index.
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Interest Rates
September 2019 to August 2024

Stock Indices
September 2019 to August 2024
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This newsletter was produced by Integrated Concepts Group, Inc. on behalf of Morgan Stanley Financial Advisors Cynthia L. Corbett and Autumn B. Yamamura. 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 completeness 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 commodities.

Tax laws are complex and subject to change. This information is based on current federal tax laws in effect at the time 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-PS-444
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