
or will last updated?  Have there been changes to your estate plan 

that should be discussed with your attorney?  What about review-

ing your beneficiaries on your retirement accounts, annuities and 

life insurance policies?  Years ago one of our client‟s attorneys 

said that you don‟t want to be doing your estate planning while in 

the emergency room.  I don‟t mean to alarm you but in all my 

years of serving clients I have found that the best estate plan is 

crafted while your mind is clear and you are not forced into hasty 

resolves.  Don‟t put this off another year, please. 

Point 3:  IRAs, IRAs and more IRAs!  You can make contribu-

tions to your IRA for 2009 up to April 15, 2010.  You must have 

earned income in order to contribute.  The maximum contribution 

limit for 2009 is 100% of your earned income or $6000, which-

ever is less ($5000 if you are under 50).  If you contribute to a 

SEP-IRA you have up until your tax extension deadline to fund it 

for 2009. 

The Required Minimum Distribution (RMD) is back this year.  

Those over 70 ½ were not required to take  RMDs in 2009, but 

this year you will again be required to take your withdrawal by 

December 31 if you meet the qualifications for RMD.  If you 

have questions about this requirement, please contact us. We 

typically make RMDs in November unless instructed otherwise. 

Roth conversions are now available for anyone with an IRA.  

This is new for 2010 (see Jim‟s article in our December 2009 

newsletter available at www.napawealth.com) and offers some 

retirement/tax planning options that are very attractive.  It is im-

portant to examine the tax impact of a conversion before making 

your decision.  We have the necessary tools to analyze Roth con-

versions and will be discussing this with you at our reviews. 

Point 4:  Where is all the money coming from that‟s keeping the 

stock market at these (Jan 1) levels?  According to Charles Bider-

man, analyst at Trim Tabs, an equity research firm that tracks 

market liquidity as well as mutual fund flows, “We cannot iden-

tify the source of the new money that pushed stock prices up so 

far so fast.  For the most part, the money did not come from the 

traditional players that provided money in the past”.  Biderman 

2010 marks my 23rd year in the financial 

planning and investment management busi-

ness.  As we enter the second decade of the 

21st Century I have identified five points to 

stimulate your thinking toward your finances 

and outlook for our economy. 

Point 1:  Why isn‟t all that stimulus money 

getting though the economy?  The U.S. has spent nearly $3 

trillion to “stimulate” the economy. That includes about $1.2 

trillion in new money and credit created by the Fed.  So where 

is it?  M2 money supply, the most common money measure, 

grew just 3.7% year over year in the week ending before 

Christmas, close to a 14-year low.  A big reason for this is that 

banks are keeping the newly created money as reserves, not 

putting it in circulation by lending it to individuals and busi-

nesses.  U.S. banks normally have less than $2 billion in total 

excess reserves on hand; today, they have nearly $1.1 trillion. 

The banks are not convinced that the “recovery” is here 

(neither are we for that matter).  They see too much risk in 

lending and have removed that risk by hoarding the cash the 

government has given them to shore up their balance sheets.  

Until they lend, the money doesn‟t flow into the economy and 

that slows the recovery. 

Point 2:  Time to take inventory.  Begin with your wealth, your 

net wealth that is.  List your assets and be conservative with the 

value you place on your real estate and remember the balances 

in your retirement accounts.  Next subtract all of your liabili-

ties:  mortgages, lines of credit, auto loans, personal loans, 

credit cards, in other words anything with a balance.  The bot-

tom line is your net worth. 

The next step is to inventory your life and long-term care insur-

ance policies.  If you have term life insurance, make note of 

when the term period ends.  For your long-term care insurance, 

outline your daily benefit, determine if the policy includes cost 

of living increases, a waiting period before benefits take affect, 

and the duration of benefits. 

Now it‟s time to review your estate plan.  When was your trust 
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asserts that this money could be coming from the govern-

ment.  “We do not know where all the money has come 

from.  What we do know is that the U.S. government has 

spent hundreds of billions of dollars to support the auto in-

dustry, the housing market, and the banks and brokers.  Why 

not support the stock market as well?” states Biderman in a 

report dated December 31, 2009.   

What are the ramifications?  It‟s no different than the other 

government subsidized programs; if the government stops 

pumping money into the system will the markets begin to 

drop again?  Cash for Clunkers was only a short-term fix that 

simply removed excess inventory but did little to stimulate 

manufacturing.   The government extended the home buyer 

credit to help bolster the real estate market.  The jury is out 

on what will happen when it ends.  

The idea that the government is trying to push up the stock 

market is not as far-fetched as one might think.  As former 

Fed board member Robert Heller opined in the Wall Street 

Journal in 1989, “Instead of flooding the entire economy with 

liquidity, and thereby increasing the danger of inflation, the 

Fed could support the stock market directly by buying market 

averages in the futures market, thereby stabilizing the market 

as a whole.”  In a Financial Times article in 2002, an uniden-

tified Fed official was quoted as acknowledging that policy-

makers had considered buying U.S. equities directly, not just 

futures.  The official mentioned that the Fed could 

“theoretically buy anything to pump money into the sys-

tem.”  In an article in the Daily Telegraph in 2006, former 

Clinton administration official George Stephanopoulos men-

tioned the existence of “an informal agreement among the 

major banks to come in and start to buy stock if there appears 

to be a problem.” 

This is one more reason we are cautious.   

Point 5:  Financial Planning is back in vogue.  When I started 

in the investment management business in 1987, the big bro-

kerage firms were embracing the financial planning model as 

were independent financial planners.  When the roaring „90‟s 

hit, the conservative nature of financial planning lost its lus-

ter.  Now that we have seen a market that has gone down 

over the last decade it appears that investors are more inclined to 

develop a plan.  The positive effect of financial planning is mani-

fested in looking at the big picture, the longer-term goal.   

When developing your plan, consider the amount of income you 

need to realize financial independence; when work is optional and 

retirement is affordable.  Some of you reading this have no con-

cerns about financial independence and your goal may be to pru-

dently pass a substantial estate to the next generation or perhaps to 

your church, synagogue or charity.  Others want to make sure they 

have the financial dignity to never be a burden on anyone.  The 

point I want to drive home is that planning is the key.  Rarely does 

something significant happen by accident.   

To begin the planning process, review my second point above.  

Taking inventory is the first step.  Next, set some goals.  You are 

never too old to set goals.  Consider how much income your need to 

live comfortably.  Review your estate plan.  What is the legacy you 

want to leave?  We have a client who wanted to see their kids enjoy 

their 50th anniversary with them in Hawaii.  They are in their 70‟s 

and decided to plan far in advance of this memorable event.  Their 

plan included purchasing some time-share vacation property that 

could be passed to their children.  Their idea was to enjoy their chil-

dren‟s inheritance with them.  We received a Christmas letter with a 

picture of the entire family, three generations of them, in Hawaii.  I 

don‟t believe this family memory would have happened if this trip 

wasn‟t part of their financial and life plan.  We were involved in 

this process from the beginning and to see their family picture was 

a confirmation that planning is instrumental in helping people real-

ize their dreams.  

The market will always be volatile but a carefully thought out plan 

will help you keep your perspective. Now is the time for you to 

dream and set some goals. Let us help you develop your financial/

life plan this year! 

Keep looking up, 

George 
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Comprehensive Tax Services 
Schedule an appointment with Jim Riley today! 

Jim, an Enrolled Agent, is now accepting new tax 

preparation clients. 

Congratulations to Miguel and his wife Stepha-
nie on the birth on their first child, Estelle 
Aurea S. Gonzalez, who was born last Novem-
ber 7th.  Estelle, as she is fondly called, is 
already two months old, and likes to spend 
the day looking at books and pictures, playing 
on her little baby gym mat, listening to mu-

sic, sleeping, eating (a lot now!), and being hugged and kissed by 
her òMamió and òPapió.  Being a new parent, Miguel is open to 
your suggestions, advice, and parenting anecdotes.  If you know 
and would like to share the secret to making a baby sleep a full 8 

hours straight, you can reach him at miguel@napawealth.com. 

Miguelõs now a Poppa! 
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