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 Ins ights  & Outlook
Strategies to Maximize Your IRA

More and more companies have 
eliminated traditional pension plans, and 
individual retirement accounts are 
becoming a cornerstone of many workers' 
retirement plans. So it only makes sense 
to take some time to make sure you are 
taking maximum advantage of these 
plans. Follow these strategies and tips to 
make the most of your IRAs.

Strategy 1: Start early

Lots of young people (and sometimes 
their parents) don't realize that they can 
contribute to an IRA. It is highly 
advisable to get IRA contributions 
working as soon as possible. Sooner is 
better than later because there will be 
more time for that money to compound 
over time.

Strategy 2: Plan which investments to 
hold in your IRA

 A number of factors will affect your 
“asset location” decisions—which assets 
to hold in your taxable accounts versus 
tax-sheltered ones like IRAs. Income-
generating assets, such as many bonds, 
may be better held inside your IRA. 
Meanwhile, stocks typically generate 
much less income, and dividend income 
is taxed at a much lower rate—generally 
15%. (Long-term capital gains from 
stocks enjoy the same rate.) This rule of 
thumb won't always hold true; if you are 
young and have a long time until 

retirement, you'll want growth 
investments (such as stocks) in your IRA.

Strategy 3: Convert part or all of your 
traditional IRA to a Roth IRA

The Roth IRA has one huge advantage 
over the traditional IRA: You never have 
to take required minimum distributions 
(RMDs) at any age. And when you 
choose to take distributions, they are 
generally tax-free. That's because the 
Roth IRA requires you to pay taxes up 
front, either when you contribute the 
money or when you convert from your 
traditional IRA to a Roth IRA. And the 
earnings in that Roth IRA continue to 
grow tax-free for your beneficiaries after 
your death. Investors of all income levels 
are able to convert their traditional IRA 
assets to Roth assets. It is important to 
note that those who do elect to make the 
conversion will have to pay taxes.

Strategy 4: Stretch out your IRA by 
choosing the right beneficiary option

One of the biggest benefits of IRAs (and 
other tax-deferred accounts) is the ability 
to defer paying taxes until a later date. 
That allows the full value of your account 
to compound over time. Many investors 
choose to keep the tax-deferral advantage 
going as long as possible. This process is 
known as “stretching out” the value of 
your IRA. The longer you can delay 
paying taxes, the greater the possibility 
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Talk about March Madness! It seems 
there are substantial daily swings in our 
outside temperature that range from 
around zero to up into the sixties. We are 
experiencing similar types of  swings in 
the major stock market indices. It also 
seems that we frequently hear the phrase 
“new market high,” but at the same time 
we see the Dow Jones Industrial Average 
drop by 200 points. The truth is that this 
type of  volatility is normal both in our 
weather and in the financial markets. 
While we know that the average 
temperatures outside will continue to rise, 
the coming of  Spring should prompt us 
to take a look at our portfolios to make 
sure they are

The CCM Insights & Outlook Newsletter is 
available 8 times a year to our clients and 
friends. Please contact CCM Insights & 
Outlook Editor Jess DeGabriele, Investment 
Advisor Representative, with your questions, 
comments, and suggestions. Jess can be 
reached at jdegabriele@cardinalcapitalllc.com 
or (765) 289-8888. 
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Keeping tabs on the estate-planning rules during the past few 
years has been a little like watching Olympic-level table tennis: 
The action moves quickly, and it's difficult to keep up. However, 
no matter how laws and rules change, there are a few basic tasks 
that everyone should execute. Five such estate-planning to-dos 
are outlined below.

1. Update Beneficiary Designations—Even people who have 
never set foot in an attorney's office may have laid the 
groundwork for an estate plan if they filled out beneficiary 
designation forms for their financial accounts. Those 
designations, in fact, trump other estate-planning documents 
when it comes to distributing assets, so it's worthwhile to 
periodically review them to make sure they're up-to-date with 
your current situation—if you’ve gotten married or divorced, for 
example. (How would your spouse feel if you inadvertently left 
your 401(k) account to your brother?) People who have drafted 
estate-planning documents such as wills should ask their attorneys 
to help them review beneficiary designations to ensure that they 
sync up with other estate-planning documents. 

2. Designate Legal Guardians—Parents of young children 
should designate legal guardians who will look after their children 
if the parents should die or otherwise be unable to care for their 

minor children. It is important to focus the discussion on actual 
childrearing abilities and willingness to do the job. What is not 
helpful is to get hung up on hurting anyone's feelings or 
bypassing friends or family members who might expect to be 
guardians but aren't the best choice. Most importantly, a guardian 
should be willing and able (emotionally and financially) to take 
care of your children if the need arises, so an essential step is to 
discuss the responsibilities with the potential guardian 
beforehand.

3. Create a Living Will and Last Will and Testament—A living 
will tells your health-care providers and your loved ones how you 
would like to be cared for if you should become terminally ill and 
unable to express your wishes yourself. It is called a "medical 
directive" in some states. This document details your views 
toward life-support equipment. Not to be confused with a living 
will, a last will and testament details how you'd like your assets 
and possessions distributed after your death.

4. Draft Powers of Attorney—A basic estate plan should also 
address what would happen to your affairs if you are still living 
but incapacitated. A power of attorney is a document that 

INFLATION AND INTEREST-
RATE RISK

With interest rates still relatively low, the question today 
is by how much they are likely to rise. Historically, the 
10-year Treasury bond has yielded, on average, about 
2.5% over the inflation rate. With inflation at 1.5%, the 
10-year Treasury bond typically would yield about 4.0%. 
In an attempt to support economic and job growth, the 
Federal Reserve has been purchasing long-term Treasury 
and mortgage-backed bonds to artificially keep interest 
rates low. While the Fed kept this asset purchase 
program up, 10-year Treasury yields remained relatively 
low. However, the Fed has begun tapering, and interest 
rates are likely to rise in the future. Both investors and 
advisors should be aware of the implications of rising 
interest rates.
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that your IRA will grow to an even higher 
balance. As part of your overall estate 
planning, you'll need to think about 
whom you want to name as your 
beneficiary. Naming a spouse as 
beneficiary to your IRA allows him or 
her to roll over your IRA after your death 
into his or her own IRA and name a new 
beneficiary. If you can't name a spouse as 
your IRA beneficiary, name a child or 
grandchild. If you have multiple 

beneficiaries (several children), consider 
splitting your IRA into separate accounts, 
each with one beneficiary.

Strategy 5: Use your RMDs to 
rebalance

If you have a traditional IRA, you'll need 
to take annual distributions once you are 
70 1/2 years of age. Use those 
distributions as part of your rebalancing 
process. Once retired, you should have 
several years' worth of expenses in cash 
equivalents. Withdraw your living 

expenses from those reserves. 
Occasionally you'll need to replenish 
those accounts. Use your IRA 
distributions as part of that process.

 Be sure to consult with a financial 
advisor or tax professional for the latest 
rules and regulations. Past performance is 
no guarantee of future results. Stocks are 
not guaranteed and have been more 
volatile than bonds.

ESTATE-PLANNING TASKS
Continued from Page 2
specifies who will handle your affairs if you are unable to do so. 
You'll need to draft two separate documents: one that names your 
power of attorney for health-care decisions and another for 
financial matters (often called a durable power of attorney). The 
person you entrust with your power of attorney for health care 
will, ideally, live in close geographic proximity to you. The 
person you name on your durable power of attorney form should 
be detail-oriented and comfortable with financial matters.

5. Name an Executor—Your executor will gather all of your 
assets after you're gone and make sure they are distributed in 
accordance with your will. Ideally, your executor will be 
someone who's comfortable with numbers and good with details, 

and will also be able to find the time to work on your estate. It's 
common to name family members as executors, but in more 
complicated situations it might be preferable to use a 
professional, such as a bank trust officer, to serve as your 
executor. It's a good idea to tell your executor that you've named 
him or her, and also provide details on how to obtain access to 
important documents, such as your will and a master directory 
detailing all of your accounts.

This information is for informational purposes only and should 
not be considered as legal or financial planning advice. Please 
consult a legal and/or financial professional for advice specific to 
your individual circumstances.
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positioned appropriately with our 
objectives and risk tolerances because of  
the uncertainties inherent with investing. 

Additionally, now is a great time to do a 
little “spring cleaning.” We should revisit 
our financial plans and items like the 
budget, IRA contributions, rebalancing 

401(k) plans, and setting newer goals…
just to name a few. This is a great time to 
look at our beneficiary designations, in 
our life insurance and in our wills and 
trusts. It is important to assure that what 
we want to happen when we pass on 
actually does happen. 

I hope you find the articles in this issue of 
Insights & Outlook informative and 

beneficial to you. Don’t hesitate to 
contact any one of  us for more 
information or assistance in helping you 
to “Spring Forward!” I look forward to 
seeing you in our upcoming quarterly 
conferences.  

—Lee Snider
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1 Month, ending February 28, 2014. The U.S. Market returned 
4.75% (YTD 1.44%).

The Market Barometer provides a visualization of the 
performance of various stock market indexes. The color scale 
(red for losses and green for gains) allows you to assess which 
areas of the market performed strongly and which areas showed
weakness for the time period analyzed. The nine-square grid 
represents stocks classified by size (vertical axis) and style 
(horizontal axis). There are three investment styles for each size 
category: small, mid, and large. Two of the three style categories 
are “value” and “growth” while the central column represents 
the core style (neither value nor growth characteristics 
dominate). Large-caps account for the top 70% of the 
capitalization; mid-caps represent the next 20%; and small-caps 
represent the balance.

CALENDAR:

APRIL
Our office will be closed April 
18th, in observance of Good 
Friday.

MAY
Our office will be closed May 
26th, in observance of Memorial 
Day.

JUNE
No Closures
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Substantial effort has been made to present accurate and timely material, however the information contained 
in the CCM Insights & Outlook Newsletter is for informational purposes only and is not warranted to be 
accurate, complete, or timely. The information presented does not constitute investment advice of any kind, 
and neither Cardinal Capital Management, LLC, nor any content providers are responsible for any damages or 
losses arising from any use of this information. Past performance is no guarantee of future results. Cardinal 
Capital Management, LLC utilizes information and content from several sources in preparing the CCM 
Insights & Outlook Newsletter, including Morningstar©, Thompson Financial©, SunGard Solutions Frontier 
Analytics©, Litman Gregory Analytics Advisor Intelligence©, and others. Some of this material is 
copyrighted and is used by Cardinal Capital Management, LLC with permission. Morningstar and the 
Morningstar logo are registered trademarks of Morningstar, Inc.
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