INCOME FOR LIFE

We show you how to manage your retirement savings to achieve the lifestyle you want. p 50
NEW POLL:
How the
pandemic
is reshaping
retirement. p 62

OCTOBER 2021

Free Financial Tools
Wealth Management

Worried about
your retirement?
It’s time to get
a plan.
Our free Retirement Planner can help you
track your retirement accounts and take control
of your ﬁnancial life. And if you work with one
of our advisors*, online or by phone, you also get
access to our Smart Withdrawal tool. This
innovative tool helps you plan for retirement
spending just as thoughtfully as you save.
TM

FREE FINANCIAL TOOLS AVAILABLE ON WEB & MOBILE

Get started with your free Retirement
Planner or talk to an advisor today at:

personalcapital.com/kip

*Advisory services are offered for a fee by Personal Capital Advisors Corporation ("PCAC"), a registered investment adviser with the Securities and Exchange Commission. Registration does not
imply a certain level of skill or training. Investing involves risk. Past performance is not indicative of future returns. You may lose money. All visuals are illustrative only. Actors are not PCAC clients.
Visit PersonalCapital.com. PCAC is a wholly owned subsidiary of Personal Capital Corporation ("PCC"), an Empower company. PCC is a wholly owned subsidiary of Empower Holdings, LLC.
© 2020 Personal Capital Corporation. All rights reserved.

CONTENTS
A NEW CAREER
MAY BE CALLING.
PAGE 40

KIPLINGER’S PERSONAL FINANCE
FOUNDED 1947

VOL. 75 NO. 10

AHEAD
9 TOPIC A Cash-rich states lower taxes ...
October is a spooky month for stocks ... Don’t
lose track of your retirement savings ... New
perks at work, for a price.

INVESTING
18 WE RANK THE ONLINE BROKERS A record
number of new investors trading stocks and ETFs
are putting brokerages through their paces. We
reviewed nine online brokers to see which ones
have handled the surge with aplomb. We also
rated their investment options, mobile apps,
tools, research and more. PLUS: Fledgling firms
that fill a niche.

28 THE BEAUTY OF BORING STOCKS Rollercoasters aren’t for everyone, nor are volatile
stocks that take you on a wild ride. So we found
six companies that will deliver predictable sales
and steady profit growth whether the economy
is booming or contracting.
31

STREET SMART The truth about index
funds, by JAMES K. GLASSMAN.

37

INCOME INVESTING Stay above the interest
rate fray, by JEFFREY R. KOSNETT.

34 MORE ABOUT INVESTING ETF spotlight
(34). Fund spotlight (36). Kip 25 update (38).

MONEY
40 HOW TO DECIDE IF IT’S TIME FOR A

TRACY GROSSHANS

CAREER CHANGE The pandemic upended
millions of jobs and changed the way many
of us work. If those changes have you thinking
about finding a new job or new career, check
out the stories of four people who did just that.
PLUS: Get help from a career coach.

ON THE COVER: PHOTO-ILLUSTRATION BY C.J. BURTON

10/2021

KIPLINGER’S PERSONAL FINANCE

1

CONTENTS CONTINUED
49 CREDIT/YIELDS Credit cards offer travel
insurance.

COVER STORY

RETIREMENT

top worry, and many preretirees are boosting
savings and planning to work longer.

REWARDS

FUNDAMENTALS

68 COMPLAIN AND GET RESULTS Faulty products and bad service can be frustrating. But by
using time-tested strategies for complaining
effectively, you’ll have a good chance of getting
satisfaction. PLUS: A look at car lemon laws.

64 PRACTICAL PORTFOLIO A company’s sus-

50 SPEND WITHOUT WORRY Retirees often

tainability report will tell you whether it is meeting
its environmental, social and governance goals.

withdraw less from their nest egg than they can
afford to because of worries about running out
of money. We tell you how to ensure that your
savings will last and provide the income you need.

66 MILLENNIAL MONEY Should you invest in

62 THE PANDEMIC IS RESHAPING RETIRE-

67 BASICS Think twice about applying for
credit.

MENT Our latest poll shows that inflation is a

crypto? by RIVAN STINSON

IN EVERY ISSUE
5 READER FEEDBACK Great retirement spots.
6 FROM THE EDITOR Complain and be heard.
72 MAKING IT WORK The pandemic pet
problem.

JULIA ALLUM

MAKE YOUR
SAVINGS LAST
AS LONG AS YOU
NEED IT. PAGE 50

2

KIPLINGER’S PERSONAL FINANCE

10/2021

DISCOVER ALASKA
The Last Frontier
ABOARD AMERICAN CONSTELLATION
Explore the untouched natural beauty of Alaska aboard the region’s newest small cruise
ship. On this unforgettable journey, explore breathtaking scenery and historic treasures,
while receiving our hallmark personalized service.
Small Ship Cruising Done Perfectly®

Skagway
Haines

Glacier Bay
Icy Strait
Point

USA

Canada

Juneau

ALASKA

Tracy Arm/
Sawyer Glacier
Frederick
Sound

Petersburg

Call
1-888-240-4951
to request a
FREE
Cruise Guide

GET MORE ADVICE FROM KIPLINGER

.com

ALL NEW
ALL-NEW

KIPLING

PODC
New weekly episodes bring y
advice and guidance to help
ƀ Invest for growth
and income,

ƀ make
of you

ƀ slash taxes,

ƀ mainta

ƀ save for retirement, ƀ and m

13 REASONS TO SHOP AT
WALMART (EVEN IF YOU
HATE WALMART)

kiplinger.com/links/p

The retail giant polarizes people but has savings
you shouldn’t pass up.
kiplinger.com/kpf/walmart

MIGHTY MID-CAP STOCKS
Meet (and profit with) the “unsung heroes” of the
market: stocks that aren’t too big or too small.
kiplinger.com/kpf/midcaps

TACKLE YOUR DEBT BEFORE
RETIREMENT
You don’t want to carry a heavy debt load
into a time you’re supposed to be relaxing.
kiplinger.com/kpf/retirementdebt

SUBSCRIBE

22:08

Apple, Google
Play, Spotify,
Overcast, RSS

HOW TO REACH US: Subscriptions. For inquiries about ordering, billing or renewing a subscription, or to report address changes,
please have your mailing label handy to reference your account number and visit us online at kiplinger.com/customer-service
or call 800-544-0155, Monday through Friday between 7 A.M. and 9:30 P.M. Central Time, or Saturday between 8 A.M. and 5 P.M.
Central Time. You can also write to Kiplinger’s Personal Finance, P.O. Box 37234, Boone, IA 50037-0234, or send an e-mail to
KPFservice@kiplinger.com. Reprints. PARS International Corp. (212-221-9595, ext. 237; e-mail, jennifer.eclipse@parsintl.com).
Content licensing. E-mail licensing@kiplinger.com. Mailing lists. From time to time we make our subscriber mailing list available
on a one-time basis to carefully screened companies whose products may be of interest to you. If you would rather not receive
such solicitations, send your mailing label to P.O. Box 37234, Boone, IA 50037-0234 and instruct us to exclude your name.

4

KIPLINGER’S PERSONAL FINANCE

10/2021

Today
Profit from the best of Kiplinger delivered
to your e-mail inbox every weekday.
Sign up for our Kiplinger Today e-newsletter at
kiplinger.com/links/ktoday.
FACEBOOK: KiplingerPersonalFinance
TWITTER: @Kiplinger
INSTAGRAM: @KiplingerFinance

ISTOCKPHOTO.COM

5:00

READER FEEDBACK

Great Retirement Spots
I smiled to myself as you noted that you may not want to withstand
Michigan winters in retirement (“From the Editor,” Aug.). Rethinking
is good. I’m 82 and have been retired for almost 20 years. Having
relocated several times, we stayed in my last community, New
Rochelle, N.Y. We bought a ranch house built on a slab, with no
steps to enter and an ability to live entirely on the first floor. Look
for something similar, or a condo with a couple of elevators. Walking
and climbing steps will become a concern. Also, you’ve likely spent
many years building friendships; moving to a single-family home
in a new community will not replace those friendships or easily let
you make others. It’s better to find a retirement community where
people have left friends and communities behind and are seeking
new friends. If there are children and grandchildren and you can relocate reasonably nearby, so much the better. The desire for family
only grows stronger as you age.
PETER A. KORN
NEW ROCHELLE, N.Y.

People from moderate climates often don’t realize the
extremes of hot and cold
in other areas. Those of us
who have lived in Minnesota have seen changes from
+105 degrees to –34 degrees.
And that is in the Twin Cities. People come to fish for
walleye in the spring, when
it’s 80 degrees, and don’t
understand that we have
fished in winter through
2 to 3 feet of ice at –20
degrees and colder. One
young lady came up to the
bus stop on a late-October
day wearing high heels, a
light summer dress and no
coat. She stood there shivering and said to me, “I hope
it doesn’t get much colder.”
Only one month into fall, at
40 degrees in the morning,
I didn’t have the heart to
tell her winter doesn’t start
until December and lasts
until mid March. Test-drive
all seasons, as you have said.
KEN JAROSCH
ST. PAUL

I strongly disagree with
the way you have decided
to introduce diversity into
your annual selection of
places to retire. By looking
for “cities that are welcoming to minorities and people
with less-mainstream lifestyles,” you run the risk of

automatically eliminating
cities that are either not
historically diverse or do
not make special efforts
to attract residents based
on skin color or sexuality.
While there is certainly
nothing wrong with wanting to live in a diverse community, in the final analysis
that should be an individual
choice, and you should not
limit your selection of potential retirement locations
to those that are diverse
because some of your readers have indicated that they
want you to. A far better
approach would be to provide available demographic
data on each potential retirement location and let
readers make the decision
as to whether a particular
location is desirable for
them.

access (“Think Twice
Before You Close a Credit
Card,” Aug.). Being able
to look at transaction history becomes difficult at
best. Many of us have become accustomed to not
having paper copies of statements, as they are so easily
available online.
R. PETER HEINKEL
VIA E-MAIL

Indexing gurus. In “Lessons
From Top Investing Gurus”
(Aug.), I think you should
have included a guru to
speak about index investing.
JOHN E. CLINARD
DENVER

Closing card accounts. Once

Editor’s note: We have given
a lot of space over the years to
some pretty good indexers, including Jack Bogle and Burton
Malkiel, just to name two. We
just interviewed former Vanguard CEO Jack Brennan in the
July issue. For more on indexing,
see “Street Smart,” on page 31.

you close a financial account, you lose online

Better security. There is ab-

TERRY POWERS
VIA E-MAIL

READER POLL

What is your strategy when you have a
complaint about a product or service?
94%
I go to the source (or customer service rep) to try to get it fixed
or improve the service.

solutely no reason that you
have to put down correct,
honest answers to password
security questions (“Tech,”
May). In fact, most people
would have many fewer
headaches if they had not.
All you need to do is write
down your answer.
JOHN ROBIDEAU
VIA E-MAIL

16%
I post an unfavorable review online.

13%
I contact the CEO or high-level manager.

8%
I complain to the Better Business Bureau or other consumer organization.

4%
I go to Facebook or Twitter to complain.
For more on how to complain effectively, turn to page 68.

CONTACT US
Reader Feedback may be edited
for clarity and space, and initials
will be used on request only if
you include your name. Send to
Kiplinger’s Personal Finance,
1100 13th St., N.W., Suite 1000,
Washington, DC 20005, or e-mail
to feedback@kiplinger.com. Please
include your name, address and
daytime telephone number.
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and it took patience and persistence, plus poring through a lot of fine print, to get results.

Broker woes and wins. I have also used the
tactic of going to the top, as in my quest to recover funds from the Dutch Ministry of Finance
in the Netherlands. I owned shares of MobilEye,
an Israeli company that developed driverassistance technology, and Intel acquired the
company in 2018. I sat back to wait for the buyout money to hit my E*Trade account, as it had
with previous mergers and acquisitions.
This time, because it was a foreign stock,
I was supposed to fill out a
tender offer. But I missed the
alert that E*Trade posted in

Update for subscribers. We have switched
to a new customer service bureau. For the past
few years, we’ve worked with a bureau in Palm
Coast, Fla., but
starting now your
correspondence
GETTING OUR MONEY
should go to
BACK FOR THE EXTENDED
P.O. Box 37234,
WARRANTY AND GAP
Boone, IA 500370234. (You will see
INSURANCE WE DIDN’T
several P.O. Box
WANT TOOK PATIENCE
numbers—37231,
AND PERSISTENCE.
37232, 37233 or
37234—on customer service, subscription and renewal correspondence.) Please
watch out for unscrupulous agents who attempt, without our permission, to solicit subscription and renewal payments (at higher
prices than we charge) at addresses elsewhere.
The new address in Boone (also listed on pages
4 and 8) is the only legitimate address for sending correspondence or subscription and renewal
payments for Kiplinger publications. During the
transition, any correspondence or payment you
send to Palm Coast will be automatically forwarded to the new bureau in Iowa. ■

MARK SOLHEIM, EDITOR

MARK _ SOLHEIM@KIPLINGER.COM
TWITTER:

@MARKSOLHEIM

POON WATCHARA-AMPHAIWAN

N

early everyone has a story about a defective product, disappointing service
or a financial transaction gone awry.
How to resolve those issues—which may involve hundreds or even thousands of dollars—
is the subject of our article on page 68, by staff
writer Emma Patch. I have my own tales of
complaining and employing the strategies recommended in the article—and getting results.
I shared some details in my June 2019 column about my struggle with a car dealership
that sold a used SUV to my daughter. I had
helped her search for the vehicle and negotiate
the price, but because she lived 900 miles
away, in Wisconsin, she went to the dealer
without me.
All went smoothly until she hit the F&I (finance and insurance) office. My daughter made
a hefty down payment and financed about half
the cost of the car to bolster her credit record.
But without realizing it, in the flurry of paperwork and signatures, my daughter also signed
up for an extended warranty ($2,500) and gap
insurance ($895). The gap insurance was superfluous because even if the car was totaled,
there was no way its value would be less than
the amount owed on the loan.
By the time I got wind of all of this, it was
too late to cancel the transactions within the
“cooling off” period (typically a three-day
window, but it varies by state). After a lot of
spadework to find out that the dealership’s
business manager had to handle the unwinding, we went through the laborious process of
filling out the forms to cancel the unwanted
items. It was supposed to take four to six
weeks to process, and after three months had
gone by with no refund, I wrote a note to the
dealer’s chief financial officer and threatened
to complain to the Better Business Bureau, as well as the state department
of transportation. He authorized the
refund check that day. The process
was grueling and frustrating,

my account online. Getting nowhere with my
“elite team” reps, I found the e-mail and corporate address of the E*Trade CEO at www
.ceoemail.com and fired off a letter to him (not
invoking my Kiplinger connection). I quickly
heard back from a “corporate support manager,” who investigated the issue and helped
repatriate my funds within a few weeks.
Speaking of brokers, this issue includes our
annual broker rankings, written by senior associate editor Nellie Huang. After hearing reports
from frustrated readers about long waits on
hold when contacting their brokerages, we
recruited a team of staffers to make test calls,
record the length of time on hold and see how
accurately customer service reps could answer
a series of questions. The top firm for customer
service: Merrill Edge. The top firm overall?
Please turn to page 18 to find out.
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TOPIC A

CASH-RICH STATES
LOWER TAXES
The economic turnaround sparked a wave of cuts in
state tax rates. But some say the efforts could backfire.
BY SANDRA BLOCK

ILLUSTRATION BY ROBERT NEUBECKER

DURING THE HEIGHT OF THE

pandemic in early 2020, the economic downturn forced states to
furlough employees and cut services. Faced with the prospect of a
prolonged recession, state officials
braced for steep declines in revenue from sales and income taxes.
But the past year and a half now
looks like a horror movie that
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abruptly turned into a musical. Ten
states are so awash in cash that
they’ve cut individual income taxes,
with some of the tax cuts taking effect
in 2021 and others scheduled to phase
in over the next few years, according
to the Tax Foundation, a tax policy
research organization. Some people
won’t have to wait for tax relief: Idaho
is sending every resident a tax rebate
check for $50 or 9% of their 2019 tax
bill, whichever is greater.
The dramatic turnaround in state
finances was propelled by the economic rebound and revenue from federal stimulus packages. The stimulus
legislation also delivered billions of
dollars in stimulus checks to individuals, which enabled them to continue
to spend money during the pandemic.
That bolstered state sales tax revenues, says Katherine Loughead, senior
policy analyst for the Tax Foundation’s
Center for State Tax Policy. Likewise,
enhanced unemployment benefits
lessened the economic impact of furloughs and layoffs.
The most common form of state tax
relief is a reduction in top tax rates

(see the box below), along with a consolidation of tax brackets. For example,
Arizona’s state legislature lowered
taxes for residents with income of
more than $250,000 ($500,000 for
married couples filing jointly) starting
this year; they will see their top marginal rate drop from 8% to 4.5%. Beginning in 2022, Arizona will also
consolidate its four-bracket structure
into two brackets, with a 2.55% rate
for income up to $27,272 for single
filers ($54,544 for married filers)
and a 2.98% rate for income over that
amount, down from the current marginal rate of 4.17% on income over
$54,444 ($109,088 for married couples).
Iowa consolidated its nine tax brackets into four and reduced its top tax
rate from 8.5% to 6.5%, effective in
2023. The state had earlier approved
tax cuts that depended on meeting
certain revenue triggers; the legislation accelerated the reductions by
eliminating those triggers.
Although a reduction in top tax
rates primarily benefits high earners,
other states enacted legislation that
will lower taxes for middle- and

Windfall for High Earners
Higher-than-expected revenue for fiscal 2021 prompted these states to enact legislation
that will lower individual income tax rates.

STATE

INCREASE IN
REVENUE, FISCAL
YEAR 2019 TO 2021

REDUCTION
IN TOP INCOME
TAX RATE

EFFECTIVE
DATE

Arizona

21%

4.5% from 8%

2021

Idaho

35%

6.5% from 6.9%

2021

Iowa

13%

6.5% from 8.5%

2023

Louisiana

6%

4.25% from 6%

2022

Missouri

17%

4.8% from 5.4%

2028*

Montana

19%

6.5% from 6.9%

2024

New Hampshire

11%

0% from 5%†

2027*

Ohio

13%

4% from 4.8%

2021

Oklahoma

5%

4.75% from 5%

2021

9%

5.30% from 6.27%§

2021

Wisconsin

*Tax cut phased in over several years. †Tax on income from interest and dividends. §Second-highest tax rate;
top rate remains the same. SOURCE: Tax Foundation

10

KIPLINGER’S PERSONAL FINANCE

10/2021

lower-income taxpayers as well. For
example, Montana increased its standard deduction to conform with the
federal threshold, which will reduce
taxes for taxpayers at the lower end
of the income spectrum.
Too soon? Not all states are celebrating
an increase in revenue. States that rely
heavily on the hard-hit hospitality
industry are still struggling to recover
from the pandemic. “In Hawaii and
Nevada, no one is talking about big
income tax cuts,” says Richard Auxier,
senior policy associate at the UrbanBrookings Tax Policy Center, a tax
research nonprofit. “They’re talking
about using funds to plug budget holes
and prevent tax increases.”
And even fiscally healthy states
could see their tax revenues decline
if the highly contagious delta variant
of COVID-19 contributes to another
hit on the economy. State finances
have been volatile during the past
two years, Auxier says, and states can
no longer rely on federal assistance to
get them through downturns. States
that cut tax rates will need sustained
economic growth to provide enough
revenue to fund programs and services, he adds.
Perhaps with that in mind, several
states have phased in their tax cuts
over several years and/or tied them
to revenue targets. Theoretically, that
gives them the flexibility to postpone
the reductions if they find themselves
in fiscal difficulties.
Loughead contends that such a
scenario is unlikely because she believes the tax relief will encourage
economic growth. “These are reforms
that will attract more people to these
states, especially when there’s a huge
rise in remote work,” she says.
Still, reducing taxes is much more
politically palatable than raising them,
and if states miss their targets, or find
themselves in fiscal distress, Auxier
doubts that lawmakers will roll back
the scheduled tax cuts. “Anytime a
policymaker says, ‘We’ll raise taxes
later,’ I raise an eyebrow,” he says.

Today, Italian takeout.
Tomorrow, Italian vacation.
After months of staying home, we can help you plan for a whole new view.
At Schwab you get a financial plan based on your unique goals, with the flexibility
to make updates when life changes. Whether it’s creating your own complimentary
retirement plan online, or meeting one-on-one with a Financial Consultant,
Schwab makes it easy to plan for tomorrow, today.

Look forward to planning with Schwab
Learn more at Schwab.com/Plan
From Investor's Business Daily, October 12, 2020, ©2020 Investor's Business Daily, Inc. All rights reserved.
©2021 Charles Schwab & Co., Inc. All rights reserved. Member SIPC. (0621-1N90) ADP115182-00
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INTERVIEW

OCTOBER IS A SPOOKY MONTH FOR STOCKS
The risk now is a surprise shift to tighter monetary policy by the Federal Reserve.

After October stock market
crashes in 1929 and 1987 and
the October 2008 meltdown
during the financial crisis, Wall
Street gets the jitters this time
of year. Why do past “Shocktobers” still cause fear? I also

recall 1978 and 1979 having
October mini-crashettes.
But it was Black Monday in
1987 [when the Dow Jones
industrial average fell 23%]
that cemented October’s
reputation as a bad month
for investors. Ever since
then, whenever October
nears, it brings back fears.
Can fear make things worse?

Psychology plays a big role
in sudden and more-severe
corrections. It goes back to
the saying from boxer Mike
Tyson: “Everyone has a
plan until they get punched
in the nose.” Every novice
investor is buy-and-hold
through thick and thin
until the market starts
falling more than they
thought.

mer months heading
into October tend to be
low-volatility months,
KIPLINGER’S PERSONAL FINANCE

It has been a quiet year on Wall
Street. Should investors be
worried? The largest pull-

back for the S&P 500 this
year has been 4.2%,
and there have been
only three other
years with drawdowns of 4.2% or
less in the past 70
years. The average
intra-year drop
is 13.5%. It would
be logical to

anticipate a larger correction
at some point between now
and year-end, particularly
with high valuations and a
high degree of exuberance
and public participation.
But it doesn’t necessarily
mean a crash is coming.

the Fed take its foot off the
gas in coming months. We
wouldn’t have to see much
of a change in Fed policy
to create a bearish climate.

Do past crashes have things
in common? Yes. Prior to

that the residual effects
of COVID are going to be
severe enough to cause a
market panic or crash. And
overvaluation doesn’t cause
a bear market, but it does
raise the risks that when
a bear does start it can become a larger one.

crashes in October 1929 and
1987, you had very hostile
monetary climates. Interest
rates were rising rapidly.
In the 90 days prior
to Black Monday
in 1987, rates
went up 1.5
percentage
points. We
don’t have a
hostile monetary climate
now, although
we could see

Are you more worried about a
Fed misstep, COVID-19 or high
stock valuations? I doubt

So, are rising rates the main
threat? That’s the one dark

cloud. It worries me because nobody expects it—
the Fed said it won’t start
raising rates until 2023.
But if the Fed is backed into
a corner by inflation pressures and starts talking
about raising rates by yearend, it could create havoc
on Wall Street. The stock
market’s dependence on
today’s record-low rates
makes it the most interestrate-sensitive market in
history. Monetary policy
is the wild card and by far
the greatest risk.
What should investors do?

I’d keep more dry powder
as we go through a seasonally unfavorable period,
and I’d look at November or
December as a time to add
to positions. ADAM SHELL

What makes October so
treacherous? The sum-
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which often is a precursor
to higher volatility. The lull
creates a sense of complacency for investors who
expect the market only to
go up. When it starts going
down and drops more than
10%, you end up with an
unusually large number of
investors suddenly heading
for the exit.
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James Stack is a market historian, investment adviser
and president of InvesTech
Research, an investment
newsletter with its home on
the shores of Whitefish Lake,
Mont., a world away from
Wall Street.

AHEAD

Unclaimed Retirement Benefits, www
.unclaimedretirementbenefits.com.

LOST AND FOUND

DON’T LOSE TRACK OF
YOUR RETIREMENT SAVINGS

Next steps for your money. If your old

A national database to track orphaned 401(k)s and pensions
could be on the way, but savers shouldn’t wait to take action.

AT A TIME WHEN MANY AMERICANS ARE

worried that they won’t have enough
money to retire comfortably, thousands have lost track of billions of
dollars in savings.
There are more than 24 million
“forgotten” 401(k) accounts containing some $1.35 trillion in assets, according to a report from Capitalize,
which helps workers roll over their
retirement plans when they change
jobs. Companies are also holding on
to billions in unpaid pension payments
earned by former employees.
The problem is so widespread that
Congress is considering legislation to
address it. “SECURE Act 2.0,” which
includes a wide range of benefits and
protections for retirement savers
(see “You May Get More Time to
Tap Retirement Accounts,” Aug.),
would create a national online lostand-found database to help people
track down these orphaned plans.
Brian Stivers, owner of Stivers
Financial Services, in Knoxville,
Tenn., says he typically meets one
to two new clients a month who are
in this situation. Most of the time,
they’ve changed jobs and forgotten
about an old plan, usually because
it had a small balance. Retirement
plans are also misplaced when one
spouse dies and the survivor is unaware of accounts with his or her
former employers.
Tracking down your plan. If you think
you’ve lost track of a savings plan,
search your files for old retirement
account statements. These should
provide some key data to help your
search, such as your account number
14

KIPLINGER’S PERSONAL FINANCE

10/2021

and contact information for the plan
administrator. If you don’t have any
statements, contact your former employer’s human resources department.
If your employer filed for bankruptcy,
your 401(k) balance is protected from
creditors and is likely still held at the
investment company that administered your plan. In the case of a pension, it was either taken over by an
insurance company or the federal
Pension Benefit Guaranty Corp.,
which protects traditional pensions.
You can track down your pension at
www.pbgc.gov/search/default.htm.
It’s also possible that your employer
turned over your 401(k) balance to
your state’s unclaimed property fund.
Your state’s treasury department
should offer an online service that lets
you search for your money. You can
also check the National Registry of

401(k) plan is still with a former employer, one option is to leave the money
there. But you may not pay as much
attention to the account, which could
lead to a portfolio that’s not appropriate for your age and risk tolerance.
If you’re still working and have a
401(k) at your new job, another option
is to roll over the funds into your existing plan, assuming your employer
allows it. Another option is to roll
the money into an IRA. Having your
savings in one place will make it easier
to manage your investments.
If you’ve lost track of a pension,
request a pension benefits statement
from the plan administrator. Give the
administrator your address and phone
number so it can reach you to begin
payments. You may need to prove your
work history and eligibility for the
pension; you can do so by providing
the plan administrator with old W-2
forms or an earnings statement from
Social Security, which you can get by
filing Form SSA-7050. You can get this
form at www.socialsecurity.gov/online/
ssa-7050.pdf or by calling Social Security at 800-772-1213. DAVID RODECK

The Forgotten 401(k) Problem
As of May 2021, there was more than $1.3 trillion in “forgotten” 401(k) accounts
owned by more than 24 million participants. The average balance in the
orphaned plans is $55,400.
$1.35T
$1.32T
$1.25T
24.3M
$1.18T
23.8M
$1.25T
22.6M
$1.2T
21.3M
$1.03T
$1.00T
20.2M
19.1M
18.3M
18.0M
$790B
14.8M
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OPEN ENROLLMENT

NEW PERKS AT
WORK, FOR A PRICE

CALENDAR
10/2021

WHEN EMPLOYEES SIGN UP FOR OPEN

▲ FRIDAY, OCTOBER 1
The Free Application for Federal
Student Aid for the 2022–23
school year should be released
today. You’ll have until June 30,
2023, to submit the form for federal aid, but consider filling it out
as soon as possible. Some states
and schools award money on a
first-come, first-served basis or
have deadlines earlier than the
federal deadline.

FRIDAY, OCTOBER 15
Medicare open enrollment starts
today. Medicare Advantage or
Part D prescription drug plan
participants who aren’t happy
with the changes in their Annual
Notice of Change have until
December 7 to shop for a new
plan. Advantage enrollees can
switch to original Medicare—
and vice versa.

TUESDAY, OCTOBER 19
Today marks the 34th anniversary
of the 1987 stock market crash,
when the Dow Jones industrial
average plummeted nearly 23%.
Historically, October is known
for unsettling stock market down16
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turns. To find stocks that are less
likely to be affected by market
volatility, turn to page 28.

THURSDAY, OCTOBER 21
Get Smart About Credit Day is
a good time to review your credit
reports. The three major credit
bureaus—Experian, Equifax and
TransUnion—are offering free
weekly credit reports through
April 20, 2022, at www.annual
creditreport.com. For advice
on whether you should take
advantage of credit card issuers’
enticing offers, turn to page 67.
EMMA PATCH

* DEAL OF THE MONTH
With the height of grilling
season over, retailers are
interested in clearing their
shelves for fall and winter inventory. Labor Day sales may
have reduced the selection,
but if you’re not picky, you
can get a good discount on
an outdoor cooker, says Julie
Ramhold, consumer analyst
with DealNews.com.

ISTOCKPHOTO.COM (2)

enrollment this fall, many will see an
expanded menu of benefits, ranging from
pet insurance to legal services. A survey
by consulting firm Willis Towers Watson
found that 94% of employers believe that
voluntary benefits—which typically aren’t
subsidized but are offered to workers at a
group rate discount—are important to their
employees, up from 36% in 2018.
Lydia Jilek, senior director of voluntary
benefits solutions at Willis Towers Watson,
says the pandemic and an increasingly
diverse workforce have accelerated calls
for benefits that meet employees’ differing
needs. And faced with a labor shortage,
employers are feeling pressure to offer benefits that will attract and retain employees.
Voluntary benefits appeal to employers
because “they’re able to give their employees significantly more choice than they may
have otherwise had, but there is a limited
out-of-pocket cost,” Jilek says.
Among the fastest-growing voluntary
benefits are those that protect workers
against criminals seeking to steal their
personal information, Jilek says. Driven by
a rise in unemployment fraud, 78% of employers surveyed will offer identity theft
protection by 2022, up from 53% currently
offering the benefit. Other high-growth
offerings include pet insurance, legal benefits and critical illness coverage, which
provides supplemental health insurance
following, for example, a heart attack or
cancer diagnosis. MICHAEL KORSH
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INVESTING
WE RANK
THE ONLINE
BROKERS
Our survey spotlights firms with great investment
choices, tools, advice and more. BY NELLIE S. HUANG

O

nline brokers are enjoying explosive growth as investors beat a path to
their virtual doors. In fact, 2020 was a record year: More than 10 million
new brokerage accounts were opened, many by first-time investors,
according to market research firm J.D. Power.
This year, many firms say they’re on track to surpass that. Over the first six months
of 2021, Fidelity opened an average of 40,000 new accounts every trading day—“a
company record,” says Scott Ignall, who heads Fidelity Investments’ brokerage business.
This moment has been building for some time. The seemingly unstoppable bull
market, commission-free trades and the pandemic lockdown all helped to break down
investing barriers, both financial and emotional. And the meme-stock frenzy enticed
hordes of eager investors to open accounts to trade stocks and options in volatile

ILLUSTRATIONS BY KOTRYNA ZUKAUSKAITE
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names such as GameStop and AMC
Entertainment Holdings.
The influx of new investors has
put a spotlight on finding a good
brokerage firm. In this year’s annual
online broker survey, we review nine.
Five are large brokers that offer something for almost every kind of investor: Charles Schwab, E*Trade, Fidelity,
Merrill Edge and TD Ameritrade.
(Schwab’s 2020 acquisition of TD
Ameritrade has not resulted in changes
to most of the services the firms offer,
and it may not for at least another
year.) The remaining four—Ally Invest,
Firstrade, Interactive Brokers and J.P.
Morgan Self-Directed Investing—are
contenders in this area, but to some
extent they target particular customers.
We look at which types of investors
may be best served by particular firms
in “Find the Best Broker for You,” on
page 26.
Clearing the hurdle. To be included in

our survey, a firm must offer online
trading in stocks, exchange-traded
funds, mutual funds and individual
bonds. That left out fast-growing
brokerages such as Robinhood, M1
Finance and SoFi, which don’t offer
mutual fund and bond trading. But we
briefly review those services, and two
others, in “Fledgling Firms That Fill a
Niche,” on page 25. T. Rowe Price and
Vanguard declined to participate, as
did two participants in last year’s survey, TradeStation and Wells Trade.
As in past years, we analyzed each
brokerage in seven areas, including
commissions and fees, investment
options, advisory services, research,
tools, and the nimbleness and functionality of their mobile app. We also
measured what we call customer service, which graded the responsiveness
of the firm at its “touch points”—chat,
e-mail and phone—and included a test
of each firm’s customer service by a
group of Kiplinger reporters. Aside
from customer service, each category
score was based primarily on data provided to us by the brokerages, which
we checked to the best of our abilities.
20
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Mobile apps received the greatest
emphasis in our rankings—20% of the
final score—because more customers
are turning primarily to their mobile
devices to connect to their accounts.
Tools—including charts, calculators
and educational resources—accounted
for 15% of the score, as did investment
choices, advisory services and research.
Fees and user experience were each
10% of the total.
And the winner is… Fidelity, a strong

finisher in nearly every category, won
the top spot by a good margin. Runnerup Schwab fared well, thanks to strong
finishes in the categories of research,
advisory services and mobile platform. Beyond the better-known brokers, Ally deserves a shout-out for
outranking Firstrade and J.P. Morgan
overall with some offerings that fared
pretty well, such as its mobile app
and tools. To see how each firm performed in every category, see the table
on page 22.
FEES & COMMISSIONS

Readers tell us that low fees and commissions are the most important feature in an online broker. But account
fees and many trade commissions
are things of the past.
So, we dug deeper. Brokers have a
duty to deliver the best possible execution price to you for your trade, for instance. We scrutinized how often each
firm offers the so-called NBBO quote,
which stands for national best bid and
offer and represents the best available
“ask” or offering price when you are
buying securities and the best available “bid” price when you are selling.
We asked about price improvement,
which happens when firms improve
on the NBBO and execute your orders
at even better prices, and we asked
whether firms accept payment for
order flow, which can pose a conflict
of interest because it is compensation
that a brokerage receives for funneling
trades to a certain market maker. We
also looked into the fees charged for
bond and options trading, as well as

the interest rates on margin loans.
Merrill Edge earned the best score
in this category. It does not accept
payment for order flow (neither does
Fidelity; J.P. Morgan didn’t disclose
this information). Merrill excelled, too,
on price improvement. The firm reported the highest cost savings on this
front—an average improvement of
$22.10 on big-company stock trades
of 1,000 shares. Schwab, with $18.78
in price improvement, and TD, with
$18.70, came next. Ally and J.P. Morgan
both declined to answer this question.
Most firms are competitive on fees
to trade options and bonds. But Firstrade stands out because option trading
is free—there’s no commission and no
additional fee per option contract. On
margin trading, in which you borrow

trading of ETFs is typically a given.)
Access to foreign stock exchanges
helped our top three finishers, too.
We didn’t give a lot of weight to this
feature, but Fidelity, Schwab and Interactive Brokers each offer trading
on exchanges in dozens of developed
and emerging markets, from Austria
to Australia to Japan to Lithuania.
Fidelity shone in other areas, too,
which propelled it to the top of this
category. The firm’s municipal bond
offerings exceeded those of its peers.
And Fidelity customers had access
to more than 250 initial public stock
offerings in the 18-month period between the start of 2020 and June 2021,
including Rocket Companies, the firm
behind Rocket Mortgage, and Pactiv
Evergreen, a maker of sustainable food
packaging. Merrill came close, with
166 deals available over the period. But
the IPO offerings at E*Trade, Schwab
and TD Ameritrade numbered in the
dozens. And Ally, Firstrade, Interactive Brokers and J.P. Morgan didn’t
offer IPO deals to customers at all.
MOBILE APPS

against your portfolio to trade, Interactive Brokers has everyone beat. The
firm charges a flat 2.59% interest rate
in its “Lite” service for retail investors
no matter how big or small the balance.
(Its “Pro” service, for sophisticated,
active traders, charges even less.) At
other firms, the higher the margin
account balance, the lower the fee. But
none of the other firms could compete
with Interactive Brokers at any balance level. (Ally came closest, with a
3.25% interest rate on margin balances
of $1 million or more.)
INVESTMENT CHOICES

If a brokerage doesn’t offer access to
a broad range of investments, little
else matters. A firm must have ample
offerings for each type of asset, includ-

ing stocks, ETFs, mutual funds, bonds
and more, to fare well in this category.
Fidelity came in first, Interactive Brokers was second and Schwab, third.
The ability to buy a portion of one
share of stock, or fractional trading,
was a driving factor in the final scores.
Fidelity, Interactive Brokers and
Schwab are the only firms we surveyed that offer investors the ability
to buy stock slices. But while Fidelity
and Interactive Brokers offer partialshare trading in thousands of stocks,
Schwab’s program is limited to the
500-odd stocks in the S&P 500 index.
Fidelity and Interactive even offer
fractional trading in ETFs, giving
each of them an edge. (This is outside
of each brokerage firm’s digital advisory service, in which fractional

The competition was so close in this
category that the winner, E*Trade,
won by a margin of six hundredths
of a point, thanks in part to the slightly
more robust charting capabilities of
its mobile app. Fidelity finished close
behind, and TD Ameritrade, Merrill
Edge and Interactive Brokers were
hot on its heels.
The results point to how much we
live on our smartphones these days.
Merrill Edge said that roughly half of
its customers use the firm’s mobile app
exclusively. At Fidelity, 52% of all customer interactions occur via its app.
Every company’s mobile app allows
you to trade stocks, ETFs and mutual
funds, pull up research reports, view
detailed data on securities, and review
your portfolio’s performance. But
some of the apps aren’t as loaded with
features as others. Only five firms,
including E*Trade, Merrill Edge and
Schwab, allow you to measure your
portfolio’s performance against a
10/2021
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benchmark, for instance. (Merrill
lets you choose among a whopping
35 indexes.) And not all offer tax-lot
information on holdings on the mobile
app—the ones that do include E*Trade,
Fidelity, J.P. Morgan and Schwab. That
data can be helpful when you make a
trade. (This service is set to debut at
Merrill and Ally later this year.)
But the look and feel of these apps
vary, and their beauty rests in the eye
of the beholder. Sophisticated investors, for instance, may appreciate that
on a tablet, Interactive’s app opens
with multiple windows. And E*Trade
recently overhauled its app to make
it “easier than ever to invest, trade
and save.” It has a nifty “dark” view
that we found easy on the eyes. But
experienced investors might find it
a little bare. Ally’s mobile app has a
black-screen view, too. Finally, TD’s
mobile app offers a smorgasbord of

in the local branch office for face-toface consulting.
Schwab and Fidelity’s automated
services stood above the others as
well. Fidelity’s robo adviser, Fidelity
Go, has a super-low, $10 minimum, a
flat 0.30% management fee and portfolios with no expense ratio. Schwab’s
Intelligent Portfolios service doesn’t
charge a management fee at all, and
it’s one of just two digital adviser services to offer tax-loss harvesting, the
practice of selling some investments
at a loss to offset gains realized by
selling others at a profit. (E*Trade’s
robo offers tax-loss harvesting in its
tax-efficient accounts.)
Interactive Brokers, E*Trade and
J.P. Morgan get honorable mention in
this category for their low-fee hybrid
services, which combine a robo with
a little human touch. Ally offers a competitive automated service, with low

educational videos embedded within
the app—in other words, to watch a
video, you stay in the app and aren’t
redirected to a mobile browser or to
YouTube. That’s a plus, in our view.
ADVISORY SERVICES

More investors want advice and are
willing to pay for it. Fortunately, financial services firms are delivering,
with low-cost, low-minimum robo
advisory services and plenty of highend options, too, with personalized
portfolios filled with a variety of assets
that are professionally managed.
That said, firms that offer a wide
range of advisory services did best here.
Fidelity tops this category; Schwab
came in second. They each offer access
to extensive advisory services with a
variety of different outside firms. And
an army of certified financial planners
is just a phone call away—or available

The Rankings

HOW THE BROKERS SCORE IN EVERY CATEGORY
The overall score depends on the weight assigned to each of the
seven categories. This year, commissions & fees and customer service represented 10% each; tools, research, investment choices and

Rank

Broker

advisory services accounted for 15%; and mobile apps received the
greatest weight, 20%, because more customers are turning primarily
to their mobile devices to connect to their accounts and to trade.

Overall
score
(1–100)

Commissions
& fees

Investment
choices

Mobile
app

Advisory
services

Tools

Research

Customer
service

1

Fidelity
fidelity.com

91.8

2

1

2

1

1

3

8

2

Charles Schwab
schwab.com

83.0

5

3

6

2

4

1

3

3

E*Trade
etrade.com

76.1

7

4

1

5

2

2

5

4

Merrill Edge
merrilledge.com

73.4*

1

6

4

6

5

4

1

5

TD Ameritrade
tdameritrade.com

73.4*

6

5

3

2

6

5

4

6

Interactive Brokers
interactivebrokers.com

71.4

4

2

5

4

3

7

9

7

Ally
ally.com/invest

48.9

9

7

7

7

7

8

6

8

J.P. Morgan Self-Directed Investing
chase.com/self-directed

46.3

8

9

8

8

8

6

7

Firstrade
firstrade.com

38.7

3

8

9

9

9

9

2

NA Not available. *Test account not provided.

9

*Merrill Edge, with an overall score of 73.38, inched past TD Ameritrade, which finished with an overall score of 73.37.
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fees and minimums, but its score suffered in this category because it doesn’t
offer a hybrid service. And Firstrade
doesn’t offer an advisory service at all,
which hurt its ranking in this category
and overall in the survey.
Finally, a note about TD Ameritrade:
Unlike the rest of the firm’s brokerage
services, its automated advisory product, Essential Portfolios, is already in
an early stage of merging with Schwab.
Interested investors are directed to
Schwab’s robo, Intelligent Portfolios.
That’s why TD receives the same score
as Schwab in this category.
TOOLS

Calculators, charts and screens for
stocks, ETFs and mutual funds help
investors put their money to work in
smart ways. Fidelity trumps the competition here. The race for second was
tight—E*Trade, Interactive Brokers
and Schwab finished second, third
and fourth, respectively, but they were
separated by fractions of a point.
Fidelity offers more than 30 savings,
tax and retirement calculators. The
firm also excels in screening tools. Its
stock screens include 162 different criteria, and its website offers nearly as
many data points for each of its fund
and ETF screening tools. No other
firm could match that in total, across
the board, but Schwab and Interactive
Brokers came close, which helped lift
their rankings in this category. One
caveat: Most of Interactive’s tools are
available only on its Trader Workstation platform, which must be downloaded; the tools on the firm’s website
are too simple to be of much use.
Considering just calculators,
E*Trade takes the cake, with dozens
of interactive calculators and evaluators, including 15 retirement- and
IRA-related calculators alone.
The laggards in the tools category
are Firstrade and J.P. Morgan. Both
offered fewer how-to webinars and
in-person events on investing basics or
specific strategies than the standouts
in this category. J.P. Morgan doesn’t
offer a bond-ladder tool or a screener
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for preferred stocks, for example.
Firstrade suffered in part because it
doesn’t allow customers to measure
portfolio performance against a benchmark or offer daily updates on overall
portfolio performance.
TD Ameritrade has a middling
showing in this category. But the
firm is competitive on some measures,
including educational webinars, technical indicators and charting.
RESEARCH

Investors today expect abundant research from online brokers, for everything from market outlooks to bond,
stock, ETF and mutual fund analysis.
But as the scores in this group show,
size matters: The big brokers do a
better job at this than the small ones.
Schwab outperformed the others in
this category. In some areas, Schwab
doesn’t have the most research. Thirdplace finisher Fidelity, for instance,
offers research from 35 different
firms—more than any other brokerage
we surveyed—while Schwab’s roster
of research firms numbers just under
20. But Schwab’s research resources
cover more ground, including market
insights and analysis, bond market
reports, and audio webcasts.
In addition, Schwab offers a bounty
of recommended fund and stock lists,
which can be a rich trove of ideas. The
numerous stock lists include largecompany and small-company stocks, as
well as favored stocks in each sector,
among others. Schwab says it “uses
an objective and disciplined approach”
to select stocks that are most likely to
outperform the market.
E*Trade comes in a solid second in
this category, with similar attributes
to Schwab. Morgan Stanley completed
its acquisition of E*Trade last year, so
customers now have unfettered access
to this blue-chip investment bank’s
research on stocks and markets. But
Schwab bested E*Trade in bond and
stock market outlook reports.
Fidelity’s mutual fund research
doesn’t match the level of Schwab and
E*Trade, which is one reason it came

in third. But the firm offers plenty
of third-party reports on stocks, including, for example, reports from
11 research firms on Apple and 10 on
Goldman Sachs. And the firm’s “Viewpoints” reports offer regular stock and
bond market outlooks, as well as fixedincome investing ideas.
Again, size makes a difference. The
smaller outfits—Ally, Firstrade and
J.P. Morgan—can’t match their bigger
brethren when it comes to independent research. Interactive Brokers
offers a surfeit of choices, but it has
no stock or market research reports
from an independent, established
investment bank, nor any in-depth
fundamental mutual fund analysis.
CUSTOMER SERVICE

Can you talk to a certified financial
planner if you need one? Get an answer
to a question via chat or e-mail in a
reasonable amount of time? Reach
a live representative on a customer
service phone line? Does the rep
answer your question correctly and
completely? These are just a few of the
areas we scrutinized in this category.
Merrill Edge emerged head and
shoulders above its peers. The average
wait time for a phone rep: less than
30 seconds (J.P. Morgan reports the
same wait time). The average reported
wait time among all firms: 2.5 minutes.
E-mail and chat response times at
Merrill are also fast relative to peers.
Firstrade was a surprise secondplace finisher. The firm’s representatives aren’t the fastest responders
on the phone or with chat or e-mail,
but they aren’t the slowest, either.
And they earned a solid score on our
customer service phone line test. Representatives were, for the most part,
clear, informative and accurate when
they answered questions on the phone.
The influx of new accounts has walloped the customer service side of
nearly every broker’s business. Many
firms, including Ally and Fidelity, have
hired throngs of customer service reps
to help with the flood of calls. And
warnings about long wait times were

Up-and-Comers

FLEDGLING FIRMS THAT FILL A NICHE

S

mall brokerage firms
don’t offer all the bells
and whistles that you’ll find
at well-known online brokers.
You shouldn’t expect to trade
mutual funds and individual
bonds, for instance. Nor will
you get the level of customer
service that you’ll receive at the
big brokers—that has been an
issue lately, and it has prompted
many investors at these small
firms to jump ship. But if you
invest only in stocks, exchangetraded funds or options, or you
want to buy cryptocurrencies,
these services may be worth a
look. Here are five that are getting noticed; each one offers
something a little different.
Young, first-time investors
already gravitate toward
ROBINHOOD. Since it launched
in 2013, the firm has offered
commission-free stock and ETF
trades and fractional trading.
Both services have had a domino
effect across the brokerage industry. More recently, the firm
added a selection of initial public offerings and seven cryptocurrencies, including bitcoin and
ethereum, to its lineup. But the firm earned some notoriety
during the meme-stock frenzy, first accused of enticing inexperienced investors with game-like graphics and then lambasted
for restricting trading in certain shares in order to meet balancesheet capital requirements. (In filings related to its recent initial
public stock offering, Robinhood revealed that regulators are
scrutinizing the firm for certain actions related to early 2021
meme-stock trading.)
SOFI’s free robo-adviser service sets it apart from the other
young firms on this list. You can sign up for as little as $5, and its
“Invest” division offers commission-free stock and ETF trading
for hands-on investors, with access to 20 cryptocurrencies, as
well as IPOs and special purpose acquisition companies, or SPACs.
On top of that, it has a “Borrow” division (offering home, personal and student loans) and “Spend,” which includes a cash management account and, more recently, a credit card.

Sophisticated investors who
want to build a diverse stock and
ETF portfolio of their own but
want someone else to execute the
trades and handle upkeep (rebalancing, say) should consider
M1 FINANCE. The firm launched in
2015 and gets its name from the
economic term for the amount
of cash in circulation in any given
country. Its platform allows customers to manage all aspects of
their finances—spending, investing and borrowing. But its automated portfolio system is unique.
Here’s how it works: You pick the
stocks and set up how you want
your dollars divided among the
securities, and the firm carries
out your plan. M1 customers
“don’t want to fiddle,” says M1’s
Ryan Spradlin. “They say how
they want their portfolio invested,
and they let us take care of the
rest.” This isn’t a robo adviser;
M1 clients can shift their portfolio
allocation or holdings at any time.
But there’s help if needed: Clients
can choose from among 80 portfolios. Some portfolios are geared
to certain risk levels; others operate like target-date funds. There
are even portfolios that mirror hedge-fund strategies.
Experienced, active traders should look at MOOMOO and
TASTYWORKS. Moomoo launched earlier this year. Its big plus is
free Level II trading data—that’s streaming, in-depth info on the
bid (the highest price a buyer is willing to pay) and ask (the lowest
price a seller is willing to accept). “Most places don’t give you free
Level II data,” says Moomoo’s Tim Waterman. “It means nothing
to a beginning trader, but advanced traders use it daily.”
Tastyworks, which launched in 2016, says it features “superfast speed” and nimble analysis tools for active options traders.
About 90% of transactions at the firm are tied to options, and
the typical Tastyworks investor makes 10 to 20 trades a week.
Charts are supercharged—you can display up to eight charts on
a single monitor. Tastyworks parent company Tastytrades bills
itself as an online financial network, and it produces podcasts and
YouTube videos about stock and options trading and the markets.
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evident on many of the websites when
we test-drove dummy accounts at each
firm (except at J.P. Morgan, which declined to make one available).
Long wait times due to the deluge of
new customers help explain Fidelity’s
subpar finish in this category. The firm
reported average wait times for the first
six months of 2021, which may have
dented its score (other firms reported
wait times for the 18-month period
ending June 2021). Fidelity also suffered
when a customer service rep gave an
incorrect answer to a question about a
certain share class of an American

Funds foreign-stock fund. But it
wasn’t all bad: On another call, the
firm put its vast army of specialists
to use, connecting our reporter to
a retirement specialist to answer a
question about a Roth IRA.
Interactive Brokers came in last.
That’s no surprise, because the platform seems best suited to active investors, who likely have fewer questions
about trading and execution. The average chat response time at Interactive,
according to the firm, is 9.5 minutes—
almost triple the average time in the
survey. A question we posted about

limit orders on the firm’s chat service
received a canned response that we’d
receive an answer in one to three business days. Finally, when one reporter,
calling as a prospective client, asked a
simple question about the availability
of a certain foreign-stock fund, the
customer service representative answered, “I don’t think we offer European funds.” That is incorrect. The
firm offers 18 Europe-focused funds
with no transaction fee. ■
ADDITIONAL REPORTING FOR THIS ARTICLE WAS PROVIDED
BY MICHAEL KORSH, ADAM SHELL, KAREE VENEMA AND
MICHAELA WANG. YOU CAN CONTACT THE AUTHOR AT
NELLIE_HUANG@KIPLINGER.COM.

Choosing Wisely

FIND THE BEST BROKER FOR YOU

O

ur survey of online brokers focuses on companies that offer
the most for a broad range of investors. But some of the
firms have offerings that will appeal to specific types of investors.

For ESG-focused investors: INTERACTIVE BROKERS. The firm’s
easy-to-follow “Impact” portfolio tool can sift for stocks that
match the environmental, social and governance priorities that
you select. You can choose among more than a dozen issues—
including “gender equality,” “fair labor and thriving communities”
and “company transparency”—and you can highlight issues you
want to avoid, too, such as animal testing or corporate political
spending and lobbying, to get a list of companies that align with
your values. The tool also reports how a company measures up
against the ESG issues you’ve highlighted. For instance, the Impact
feature flags Peloton for falling
short on consumer safety and rates
the company neutral on gender
and racial equality, clean air, and
pure water.
For banking and investing all in
one: MERRILL EDGE and ALLY. Both
firms have stand-alone banking
businesses, and investing and banking accounts can be seamlessly connected. Merrill Edge investors who
bank primarily at Bank of America
are privy to a number of extras, including discounts on annual fees for
the online broker’s robo adviser.
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For investors in search of easy research: MERRILL EDGE. The
firm’s proprietary Stock Story and Fund Story make researching
prospective investments a breeze. At each Story’s end, you’ll get
solid, in-depth research reports. When researching Apple, for instance, reports from BofA Global Securities, CFRA Research and
Morningstar popped up.
For options traders: FIRSTRADE. The firm waives commissions
and contract fees on options trades. Other firms typically charge
65 cents per contract. (Ally, an outlier, charges 50 cents per contract.)
For margin traders: INTERACTIVE BROKERS. The firm’s super-low,
2.59% interest rate for margin trading—no matter the account
size—can’t be beat.
For new investors with small
balances: FIDELITY. You can buy
a fraction of a stock or ETF for as
little as $1, and its robo advisory
service, Fidelity Go, has a $10 minimum. No other firm can do better.
For active traders: INTERACTIVE
BROKERS. The firm is at its best

if you use its Trader Workstation
(TWS), which it dubs a “marketmaker” designed platform for
traders, investors and institutions
to trade stocks, options, futures,
bonds and funds in more than 100
markets around the world.

kamikoto.com/KIPLINGER
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STEADY EDDIES

The Beauty of
Boring Stocks
Instead of popular but volatile stocks, owning under-the-radar
defensive gems will let you sleep at night. BY ADAM SHELL

stocks have a speculative
allure that’s hard to deny.
Names like GameStop, Tesla
and Virgin Galactic get the
paparazzi treatment from
the media, grab the attention of day traders and often
top the list of Wall Street’s
big daily gainers—and losers.
Hype comes at a price. Highprofile stocks tend to have
pricey valuations and short
or inconsistent track records. Wild price swings
can make it hard to stay invested if you can’t deal with
nail-biting volatility.
Instead, consider some
lower-profile and lessvolatile stocks. “Boring is
beautiful,” says Jim Tierney,
chief investment officer of
concentrated U.S. growth
at fund company AllianceBernstein. “These underthe-radar stocks that
have very predictable
businesses—they work.”
Sleep-tight stocks tend
to be established firms with
a competitive advantage
in slow-growth industries.
They generate predictable
sales and profit growth,
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no matter whether the
economy is booming or
contracting. They tend to
be financially stable, with
strong balance sheets,
which reduces the odds
that they’ll get into financial trouble and allows them
to pay dividends. “Steady
Eddie” stocks take the edge
off investing, says Nick
Kalivas, head of exchangetraded funds and indexed
strategies at Wall Street
firm Invesco. “Slow and
steady wins the race.”
Most of the time, the less
volatile the business, the
less volatile the stock. One
of the hallmarks of a “boring” stock is a low beta,
which measures a stock’s
volatility relative to the overall market. The S&P 500 has
a beta of 1. So, a stock with
a beta of 0.90 moves 10%
less in price than the broad
market gauge. Just be aware
that volatility works in two
directions. Less-volatile
stocks won’t reap the gains
in up markets that their
jumpier cousins will, and
it’s worth noting that the
market’s rebound from last

year’s bear market has left
low-volatility indexes in
the dust.
But you might be ready
to swap a ride on the roller
coaster for some steadier—
if more incremental—gains.
We found six low-profile
stocks with potentially high
rewards. (Prices and other
data are as of August 6.)
COSTCO WHOLESALE: Revenues on repeat. If losing less
in bear markets helps you
sleep at night, consider adding Costco to your portfolio.
The low-frills warehouse
retailer is known for its
loyal membership base, who
pay an annual fee to buy in
bulk and save money. In last
year’s bear, Costco shares
fell less than 12%, compared
with a 34% slide for the S&P
500. And that wasn’t just
because it was an essential
business during the pandemic. In the 2007–09 bear
market, Costco shares fell
less than 40%, compared
with a 57% plunge for the
broad market. The stock
is a steady performer, outperforming the S&P 500 in

the past two-, three-, fiveand 10-year periods.
Costco’s recurring revenues, thanks to its membership model, allow it to
generate a steady stream
of sales and profits in all
economic environments.
Nine out of 10 members
renew each year. The ability to regularly raise its
annual fee gives Costco allimportant pricing power,
say analysts at investment
firm Stifel, which rates the
stock a “buy.” Stifel expects
the wholesale retailer to
increase its membership
fees in the next 12 months
by 8%, which would boost a
Gold Star member’s rate by
$5 to $65 per year. The hike

COURTESY PEPSICO

THE SEXIEST, MOST POPULAR

■ PEPSICO IS A SOFT
DRINK AND SNACK FOOD
JUGGERNAUT, WITH A HOST
OF BEST-SELLING BRANDS.

would boost Costco’s annual earnings per share by
58 cents over the next two
years, a 5% increase above
current estimates. Grocery
and gas offerings will continue to drive traffic to
Costco’s stores, adds analyst
Zain Akbari at investment
research firm Morningstar:
“We expect Costco’s durable competitive advantages
to lead to consistent, strong
performance.”
MEDTRONIC: Post-pandemic
healing. The pandemic
slowed sales at the medical
device maker as elective
procedures were postponed.
But a return to more normal
scheduling bodes well. And

Medtronic’s broad product
mix, continued investment
in new devices, 49,000-plus
patents and long list of hospital clients is a prescription
for steady growth and a
diversified revenue stream,
says Mike Liss, senior portfolio manager at American
Century Investments.
Medtronic’s devices treat
70 health conditions and include pacemakers, implantable heart monitors and insulin pumps. The company’s
emphasis on rolling out new
products sharpens its competitive edge. Says Morningstar senior analyst Debbie
Wang: “Medtronic has historically bolstered its wide
moat with both evolution-

ary and revolutionary leaps
in innovation.”
In May, Medtronic upped
its annual dividend by 9%,
marking the 44th straight
annual increase. The stock
yields 2%. After Medtronic
reported a 159% rise in profits for the fourth quarter of
the 2021 fiscal year (which
ended April 30) and boosted
its fiscal 2022 profit outlook,
Wall Street firm Argus
Research increased its 12month price target for the
stock to $150, representing
a potential gain of 16% from
its recent close.
PEPSICO: Iconic brands.
You’ve heard of Pepsi, of
course. And you’ve probably

binged on a bag of Lay’s
potato chips. But you might
not know that 11 of the 15
top-selling products in convenience stores come from
PepsiCo and that Frito-Lay
is the world’s best-selling
snack food brand, according
to Argus Research.
PepsiCo is more than
a beverage behemoth, as
its Frito-Lay and Quaker
products now account for
more than half of sales and
65% of profits, says Morningstar analyst Nicholas
Johnson. Iconic brands
coupled with consistent
sales of both soft drinks
and salty snacks provides
a protective moat around
PepsiCo’s business—which
10/2021
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generated $70 billion in
sales last year.
Something else to feast
on: “PepsiCo is a dividendpaying machine,” says Daniel
Peris, manager of Federated
Hermes Strategic Value
Dividend. In June, the consumer staples giant hiked
its payout by 5%, the 49th
straight year of increases.
The stock yields 2.8%, more
than double the 1.3% yield
of the S&P 500.
PFIZER: Life-saving drugs.
As the pandemic made
clear, companies that make
life-saving drugs are arguably immune to recession.
Pfizer’s COVID-19 vaccine
and other drugs have strong
demand in both healthy and
ailing economies. Simply
put, people get sick and
need their meds. Defenseoriented investors will also
appreciate that Pfizer is
27% less volatile than the
S&P 500 and sports a plump
dividend yield of 3.5%. In
last year’s bear market, the
stock fell 21% while the S&P
500 lost more than onethird of its value.
Analysts expect continued strong sales for the
drug maker’s COVID-19
vaccine. But Pfizer isn’t a
one-trick pony. Key products such as Eliquis (a blood
thinner), Ibrance (which
treats breast cancer) and
Prevnar (a vaccine that
helps prevent pneumococcal disease) also delivered strong second-quarter
results, causing Pfizer to
boost its annual 2021 sales
forecast by 10%. Overall,
management expects at
least 6% compound annual
sales growth through
2025, excluding COVID-19
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increased nearly 15% compared with the same quarter a year ago, and free cash
flow—the cash left over
after spending to maintain
the business—came in at
$545 million, more than
the $302 million forecast.
A number of other bullish
drivers should support the
stock. A stronger inflationary environment allows Republic to pass along higher
costs to customers. New intruck technology that powers real-time routing systems
allows drivers to save time
and make more stops—
which boosts revenue—on
daily routes. The company’s
successful growth-by-acquisition strategy should
also continue to add value.
Finally, Republic’s shares
could benefit from a greenish tint that appeals to environmentally minded investors, thanks to the firm’s
commitment to phasing
out diesel-powered trucks
with an electric truck fleet,
turning organic waste into
a renewable source of electricity and boosting recycling efficiency.

vaccines, and double-digit
growth in per-share earnings—an outlook suggesting
steady business expansion.
Pfizer trades at 11.5 times
its estimated profits over the
next four quarters, half the
multiple of the S&P 500 and
less richly priced than peers
such as Johnson & Johnson,
Merck and Eli Lilly.
REPUBLIC SERVICES:
Trash as treasure. Taking out

the garbage is an all-toofamiliar chore in American
households—which means
hauling it away is a business
with staying power. That
makes shares in Republic
Services, the second-biggest
waste hauler in North America, a “buy,” say analysts at
investment firm Stifel, who
like the recession-resistant
nature of the business.
Stifel’s 12-month target for
the stock is $142, representing a 20% gain from its recent close.
Republic’s business
should improve as the economy reopens, and a strong
second-quarter bodes well
for the future. Revenues

Zzzzzzzz

SLEEP-AT-NIGHT STOCKS
These steady performers are less volatile than the overall market.
Annualized
total return
1 yr.
3 yrs.

Symbol

Price

Div.
Beta* yield

Costco Wholesale

COST

$440

0.66

0.72%

31.8%

27.2%

Medtronic

MDT

129

0.81

1.96

35.4

14.3

PepsiCo

PEP

154

0.61

2.79

16.6

12.3

Pfizer

PFE

45

0.73

3.46

25.2

7.4

Republic Services

RSG

118

0.71

1.56

36.5

19.0

Zoetis

ZTS

202

0.65

0.50

25.7

30.2

1.00

1.37%

34.5%

18.0%

Company

S&P 500 INDEX

As of August 6. *Volatility relative to the overall market over the past five years.
SOURCE: Morningstar

ZOETIS: A four-legged trend.
Everyone knows Snoopy
and Scooby-Doo, but the
name Zoetis might draw
a blank. Zoetis is a leading
animal health company that
makes medicines for dogs,
other pets and livestock.
The stock has delivered
double-digit percentage
gains every year since going
public in January 2013, despite being one-third less
volatile than the S&P 500.
Demand for veterinary
care is on the rise. More
pet owners are spending
on Zoetis meds such as
Simparica Trio, a monthly
chewable that protects
dogs against fleas and ticks,
heartworm disease, and
other ailments, and Cytopoint, which provides itch
relief for dogs. And two
trends that emerged during
the pandemic should boost
sales for Zoetis: a surge in
pet adoptions and more
people working from home
(which means they’re more
apt to notice their pets’
health issues). That makes it
a good time for investors to
take advantage of the growing tendency for pet owners
to morph into pet parents,
treating their animals like
their own kids. “Zoetis is
riding that trend,” says AllianceBernstein’s Tierney.
Double-digit earnings
growth is the norm for the
pet pharma stock in more
years than not. And Zoetis
is on track for a 17% profit
jump this year and 13%
next year, Tierney says. The
stock yields a modest 0.50%,
but Zoetis has increased its
dividend every year since
its initial public offering. ■
YOU CAN CONTACT THE AUTHOR AT ADAM_
SHELL@KIPLINGER.COM.
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STREET SMART

James K. Glassman

The Truth About Index Funds

POON WATCHARA-AMPHAIWAN

I

ndex funds, which are designed to
straightforward. They let you own
mimic the ups and downs of a spea country, region, investing style or
cific index, from the S&P 500 index
industry without having to choose
to the Barclays Capital California
individual stocks or bonds. But what
Municipal Bond index, have become a
if you want to own the market as a
runaway success. Index investing was
whole, or a big chunk of it? The choices
introduced to the public with mutual
can be overwhelming—and not necesfunds in the 1970s. The strategy got a
sarily what they seem.
big boost in the 1990s with the rise of
Begin with the S&P 500, consisting
exchange-traded funds, which can be
of roughly the 500 largest U.S. compabought and sold like shares of stock.
nies by market capitalization (number
It wasn’t until the turn of the milof shares outstanding times price).
lennium, however, that index funds
Like most indexes, the S&P 500 is
really caught on. Between 2010 and
weighted by capitalization: The bigger
2020, they grew from 19% of the total
the market cap a company has, the
fund market to 40%, and
two years ago, the total assets invested in U.S. stock
YOU MAY THINK YOU’RE DIVERSIFIED
index funds surpassed the
BY BUYING AN S&P 500 INDEX FUND,
assets of funds actively
managed by human beings.
BUT YOU’RE MAKING A SUBSTANTIAL
The 13 largest stock funds
WAGER ON A HANDFUL OF STOCKS.
all track indexes.
No wonder: Compared
with managed funds, index
more its influence on the performance
funds offer better average returns,
of the index. Apple, for instance,
in large part because their expenses
has about 60 times the impact of
are lower. According to fund-tracker
General Mills.
Morningstar, the 10-year return of
VANGUARD S&P 500, an ETF linked to the
Any cap-weighted index
most popular benchmark and carrying fund is a heavy bet on larger
an expense ratio of just 0.03%, excompanies. Lately, that bet
ceeded the return of 87% of its 809
has become extremely
peers in the large-cap blend category.
heavy because a few
The index has beaten a majority of
stocks have become
those peers in every single one of the
gigantic. In 2011, for
past 10 calendar years. Also, because
example, the total
only a few of their constituent stocks
market cap of the
change each year (the annual turnover 10 biggest S&P 500
rate for the Vanguard fund is just 4%),
stocks was $2.4 trillion.
index funds incur minimal capital
Currently, it’s $13.7 trilgains tax liabilities. (Returns and
lion. Apple itself has
other data are as of August 6; index
a cap as large today
funds I recommend are in bold.)
as all 10 of the
Specialized index funds—ETFs
largest S&P
such as iShares MSCI Brazil or TIAAstocks comCREF Small-Cap Blend Index—are
bined a

decade ago. Or consider simply the
five trillionaire stocks I highlighted in
last month’s column (“I Still Like the
Trillion-Dollar Stocks,” Sept.). All by
themselves, Alphabet, Amazon.com,
Apple, Facebook and Microsoft represent 22% of the value of the S&P 500.
In recent years, those stocks have been
on a tear, and the index has benefited.
Targeted bet. You may think you are

getting broad diversification by buying
an S&P 500 index fund, but you are actually making a substantial wager on
a handful of stocks in the same sector.
As of July 31, information technology,
Apple’s category, and
communications
services, the sector of Facebook
and Alphabet,
Google’s parent,
represent a whopping 39% of the
S&P 500. By contrast,
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energy represents just 2.6%.
Most of the other popular broad
indexes are similarly top-heavy and
focused on technology. Consider the
MSCI U.S. Broad Market index and
other gauges that measure all, or
nearly all, of the approximately 4,000
stocks listed on U.S. exchanges. The
five trillionaire stocks represent about
18% of the asset value of VANGUARD
TOTAL STOCK MARKET, the most popular
of the ETFs based on such indexes;
that’s only a few percentage points less
than the trillionaires’ weight in the
S&P 500. The ISHARES RUSSELL 1000 is an
ETF whose portfolio is based on an index of the 1,000 largest stocks. It has
about 20% of its assets in the trillionaires; 36% in tech and communications.
I still like the trillionaires, and I like
technology, but I have decided no longer to deceive myself by thinking that
most index funds tracking the S&P
500 are the best way to own the U.S.
market. Most advisers—me included—
urge a balanced approach. For example,
I have a personal program of putting
the same amount of money every
month into each of the dozen or so
diversified stocks I own. Then, I rebalance at the end of each year by buying
and selling so that each stock is valued
roughly the same. Such a strategy
makes sense for investing in the broad
market as well, but most of the popular index funds don’t provide it.

TO AVOID LOADING UP ON A FEW STOCKS, OR ANY ONE SECTOR,
CONSIDER AN EQUAL WEIGHT INDEX.

Also, although technology is hot
now, sector weightings shift back and
forth over time. Don’t you want your
portfolio tilted toward sectors and
stocks that are out of favor? Between
2014 and 2020, technology ranked in
the top four of 11 sectors in all but one
year, and it ranked number one in
three years. By contrast, energy has
ranked last in five of the past seven
years, and consumer staples stocks
such as Procter & Gamble have finished in the bottom half of the sector
rankings for five years in a row. When
you buy the S&P 500, you get a lot of
tech but little energy and consumer
staples—which is the opposite of what
bargain-hunting investors want.
The equal-weight solution. There are,
however, ways to avoid loading up on
a few stocks, or any one sector. One is
the S&P 500 Equal Weight index. Each
stock represents roughly 0.2% of total
assets (there are actually 505 stocks in
the S&P 500 index), with rebalancing
at the end of each quarter. As a result,
every time the index is rebalanced,
the trillionaires account for about 1%
of assets; technology and communi-

Good and Cheap

FUNDS THAT TRACK THE MARKET
Index funds are hugely popular and have been great investments. The exchange-traded funds
below give you different options for owning slices of the U.S. market.
Expense
ratio

Invesco S&P 500 Equal Weight ETF

RSP

0.20%

iShares Russell 1000 ETF

IWB

0.15

35.7

17.6

16.3

SPDR Dow Jones Indus Avg ETF

DIA

0.16

30.9

16.2

14.5

Vanguard S&P 500 ETF

VOO

0.03

35.1

17.4

16.3

Vanguard Total Stock Market ETF

VTI

0.03

37.3

17.5

16.2

34.5%

17.5%

16.3%

S&P 500 INDEX
As of August 6. SOURCE: Morningstar
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Annualized total return
1 yr.
5 yrs.
10 yrs.

Symbol

Fund name
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44.3%

15.0%

15.1%

cations, 20%. Over the past 10 years,
the S&P 500 has beaten its equally
weighted cousin by about one percentage point, annualized, but that’s
hardly unexpected in a great decade
for big growth stocks. INVESCO S&P 500
EQUAL WEIGHT, an ETF with an expense
ratio of 0.2%, offers an easy way to buy
the index. Be warned that its turnover,
at 24%, is much higher than a standard broad market index fund’s turnover, so it’s best to own it in a taxdeferred account such as an IRA.
A second index alternative is my
old favorite, the Dow Jones industrial
average, composed of just 30 large-cap
stocks. The Dow is price weighted.
In other words, the higher the price
of a share of a stock, the more the company’s influence on the value of the
index. As weird as price weighting
sounds, it enhances the diversification
of the portfolio because stocks whose
price runs up quickly tend to split, and
new companies take their place leading the index. (Many large tech companies, especially, rarely split their
shares. But as a result, the Dow won’t
let them in.) You can buy the Dow
through the SPDR DOW JONES INDUSTRIAL
AVERAGE ETF, nicknamed Diamonds,
with an expense ratio of 0.16%. The
fund’s 10-year annual average return
is nearly two points below the S&P
500’s, but that’s not bad considering
that tech and communications represent just 22% of the portfolio.
I’m not telling you to avoid conventional broad-market funds. Notice that
I am still recommending them. I’m just
saying there are other ways to get better diversification and come close to
really owning the U.S. stock market. ■
JAMES K. GLASSMAN CHAIRS GLASSMAN ADVISORY, A PUBLIC-AFFAIRS CONSULTING FIRM. HE DOES NOT WRITE ABOUT
HIS CLIENTS. HIS MOST RECENT BOOK IS SAFETY NET: THE
STRATEGY FOR DE-RISKING YOUR INVESTMENTS IN A TIME OF
TURBULENCE. OF THE INVESTMENTS MENTIONED IN THIS
COLUMN, HE OWNS SPDR DOW JONES INDUSTRIAL AVERAGE
ETF. REACH HIM AT JAMES_GLASSMAN@KIPLINGER.COM.

Achieve the

Return of a Lifetime
with a Gift Annuity at Berea College

You deserve a unique legacy, one that
RHUV DQ XQPDWFKHG RSSRUWXQLW\
WR LQYHVW LQ OLYHV RI JUHDW SURPLVH
A charitable gift annuity at Berea
College DOORZV \RX WR VXSSRUW KLJK
DFKLHYLQJ VWXGHQWV RI OLPLWHG PHDQV
and returns your generosity with
guaranteed payments for the rest of
your life. 6XSSRUWWKHQH[WJHQHUDWLRQ
of scholars, leaders and innovators.
Learn how Berea College has covered
the cost of tuition for every student
since 1892. Invest in our students with
a charitable gift annuity and support
our extraordinary mission of educating
WKRVHOHDVWDEOHWRDRUGFROOHJH

SAMPLE ONE LIFE RATES

AG E

RATE

Rates set by the
American Council
on Gift Annuities.

55

3 .7 %

65

4 .2 %

75

5 .4 %

85

7 .6 %

90+

8 .6 %

(HFWLYH-XO\

Invest in lives of great promise
at berea.giftlegacy.com

Contact the Office of Planned Giving at giftplanning@berea.edu or call (800) 457-9846.
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ETF SPOTLIGHT

SPDR S&P Kensho Intelligent Structures ETF

A Way to Bet on
Infrastructure

PERFORMANCE SINCE INCEPTION

KEY FACTS

$50

SYMBOL: SIMS

Weekly closing prices

RECENT PRICE: $47

40

ASSETS: $52 million
START DATE: December 18, 2017

OBSTACLES REMAIN, BUT A $1 TRILLION

infrastructure bill moved closer to
becoming a law when the Senate
approved it in early August after
weeks of wrangling. The Bipartisan
Infrastructure Investment and
Jobs Act would grant $550 billion
in federal funds for the country’s
roads, bridges, rail, transit, water
and other structures.
Clean energy and new technologies are also a key focus. More than
$70 billion would fund upgrades for
the country’s power infrastructure
and boost renewable-energy use.
The bill also sets $65 billion aside to
build a broadband network so more
Americans have access to reliable
high-speed internet service; another
$7.5 billion would set up a national
system of electric-vehicle chargers.
Infrastructure fund SPDR S&P
KENSHO INTELLIGENT STRUCTURES invests
about half of its assets in shares of
industrials firms. But it also focuses
on the kinds of technology that the
infrastructure bill is big on. ChargePoint, a top-20 holding in the fund,
builds and operates electric-vehicle
charging stations. Qorvo, another
top holding, makes radio-frequency
systems that drive wireless and
broadband communications. And
Bloom Energy converts natural gas
into electricity in a combustion-free
process that is more environmentally friendly than conventional
gas-fired power generation.
The infrastructure bill could
stall, of course. But the recovering
economy alone is a boon for funds
with hefty industrials exposure.
Just note that this fund’s three-year
record is high not only on return
but also on volatility. NELLIE S. HUANG
Nellie_Huang@kiplinger.com
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STOCK HOLDINGS: 54
AVG. PRICE-EARNINGS RATIO: 22.5

20

AVG. MARKET VALUE: $8.9 billion

2017

2018

3.1%
3.0%

SILICON LABORATORIES (SLAB)
PENTAIR (PNR)

2.8%

EVOQUA WATER
TECHNOLOGIES (AQUA)

2.8%

$45 annually on a
$10,000 investment

SECTOR WEIGHTINGS

8%

CONSUMER
CYCLICAL

5%

30%

UTILITIES

TECHNOLOGY

4%

COMMUNICATIONS

3%

ENERGY

50%

INDUSTRIALS

Infrastructure ETFs

Ranked by three-year returns

Name

Assets
Symbol Price (millions)

Annualized
total return
1 yr.
3 yrs.

Expense
ratio

Global X U.S. Infrastructure Development

PAVE

$27

$4,144

60.6%

16.7%

SPDR S&P Kensho Intelligent Structures

SIMS

47

52

44.1

15.9

0.45

KraneShares MSCI One Belt One Road

OBOR

31

10

38.6

12.4

0.79

iShares U.S. Infrastructure

IFRA

36

651

46.6

11.6

0.40

FlexShares STOXX Global Broad Infrastructure Index NFRA

58

2,928

18.2

9.7

0.47

INDUSTRIALS SELECT SECTOR INDEX

42.4%

13.2%

S&P 500 INDEX

34.5%

18.0%

As of August 6, 2021. SOURCES: Morningstar, Principal, Yahoo Finance.
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2021

ANNUAL
EXPENSE RATIO

2.7%

BADGER METER (BMI)

2020

0.45%

TOP FIVE HOLDINGS
Represent 14.4% of assets
CARRIER GLOBAL (CARR)

2019

0.47%

The best way to stay best-in-class
is to keep getting better.

thinkorswim isn’t just a suite of platforms made for
the trading-obsessed—it’s made by them. We use
real feedback to improve our platforms, giving
you the innovative features traders ask for most.
Learn more at thinkorswim.com

Ranked #1 Platforms & Tools, 2021 StockBrokers.com Annual Review.
TD Ameritrade, Inc., member FINRA/SIPC. © 2021 Charles Schwab & Co., Inc. All rights reserved.
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MUTUAL FUND SPOTLIGHT

China Shares Still Hold Promise
The outlook for profit growth is strong, but shares are cheap.

SOME CHINESE STOCKS GOT

thumped recently when
investors were spooked by
actions China’s government
took to rein in the country’s
tech and tutoring companies. But the supervisory
moves were no surprise
to old China hands, says
Winnie Chwang, comanager of MATTHEWS CHINA
and MATTHEWS CHINA SMALL
COMPANIES. “Regulation in
China is part and parcel of a
macro-reform agenda that’s
ongoing,” she says. “We do
not think this is an effort
to stifle private business
entrepreneurship in China.”
Foreign investors dominated the sell-off, which
was concentrated in wellknown tech stocks such
as Alibaba Group Holdings
and Tencent Holdings. The
more domestically focused
China A-share market gained
a robust 16% over the past

CHINA REGION FUNDS
Rank/Name

Symbol

Rank/Name

MCSMX 11.9% 27.5%

0.00%

OBCHX

14.1

20.5

0.00

1.95

3. Aberdeen China A Share Equity A

GOPAX

15.4

20.0

5.75

1.35

4. Fidelity China Region

FHKCX

10.6

18.2

0.00

0.93

5. Matthews China Investor

MCHFX

8.9

16.9

0.00

1.09

6. Goldman Sachs China Equity Inv

GSAEX

10.0

16.3

0.00

1.20

7. Columbia Greater China A

NGCAX

–5.5

11.8

5.75

1.49

8. Eaton Vance Greater China Growth A EVCGX

11.9

11.4

5.75

1.80

MMCFX 40.7

11.1

0.00

1.19

9.9

0.00

1.15

9. AMG Veritas China N

10. Matthews China Dividend Investor MCDFX

12 months, while the broad
China market, as measured
by the MSCI China index,
lost 4%.
Chwang and her comanager, Andrew Mattock,
know all about the A-share
market. That’s their focus
at the Matthews China
fund. They comb through

Symbol

Assets†
(billions)

Annualized
total return

1 yr.

roughly 2,200 candidates to
find growing, high-quality
companies of any size trading at reasonable prices.
Once they’ve narrowed the
list to about 150, they like
to get a 360-degree view of
a company before settling
on some 35 to 45 stocks.
The bright spot of late is

358.0

27.0

10.1

none

353.3
282.9

34.5
33.8

17.4
20.3

none
5.75%

211.9
196.4
158.2
144.9
144.6

18.9
28.2
32.1
35.8
29.8
34.5%

10.9
13.0
14.2
18.8
21.3
17.5%

5.75
5.75
5.75
5.75
none

28.7%

9.9%

Nellie_Huang@kiplinger.com

Ranked by size. See returns for top funds in 12 categories at kiplinger.com/kpf/funds.

Max.
sales
5 yrs. charge

3. Vanguard Total Intl Stock Idx Adm
VTIAX
4. Fidelity 500 Index@
FXAIX
5. American Growth Fund of America A AGTHX
ABALX
AEPGX
AWSHX
ANWPX
FCNTX

11.0

1.43%

–3.7% 7.2%
10.2% 11.9%

MSCI CHINA
CATEGORY AVERAGE

36.8% 17.5% none
34.5 17.4 none

MSCI EAFE INDEX

Max.
Exp.
sales
3 yrs. charge ratio

2. Oberweis China Opportunities

1. Vanguard Total Stock Market Idx AdmVTSAX $1,019.4
2. Vanguard 500 Index Adm
VFIAX
533.7

6. American Balanced A
7. American EuroPacific Growth A
8. American Washington Mutual A
9. American New Perspective A
10. Fidelity Contrafund
S&P 500 INDEX

1 yr.

1. Matthews China Small Companies

20 LARGEST STOCK AND BOND MUTUAL FUNDS
STOCK MUTUAL FUNDS

Annualized
total return

Ranked by three-year returns

the managers’ other fund,
Matthews China Small
Companies, which has a
chart-topping 26% five-year
annualized return. The
managers follow the same
investment process with the
Small Companies fund as
with the China fund, but
they focus on firms with a
market value between $1 billion and $5 billion. Fastgrowing technology and
health care companies dominate the Chinese small-cap
market, says Chwang, so
close to 30% of the fund’s
assets are invested in those
sectors. “Entrepreneurship
is important to China’s economic engine,” she says.
“These small companies
contribute 60% to the country’s overall gross domestic
product growth.”
Chwang expects Chinese
stocks overall to post earnings growth of 10% to 15%
over the next three to five
years. And shares are relatively cheap: China stocks
trade at 14 times expected
earnings for the year ahead;
U.S. shares trade at 22 times
earnings. NELLIE S. HUANG

BOND MUTUAL FUNDS
Rank/Name

1-year
Max.
Assets† total Current sales
Symbol (billions) return yield charge

1. Vanguard Total Bond Market Index Adm
2. Pimco Income A
3. Metropolitan West Total Return Bd M
4. Vanguard Interm-Term Tax-Ex Inv
5. Vanguard Short-Term Inv-Grade Inv
6. Amer. Funds Bond Fund of America A
7. Vanguard Total Intl Bd Idx Adm
8. Dodge & Cox Income@

VBTLX $236.6
PONAX 141.6
MWTRX
90.8
VWITX
87.7
VFSTX
78.7
ABNDX
75.5
VTABX
74.1
DODIX
70.5
9. Pimco Total Return A
PTTAX
69.4
10. PGIM Total Return Bond A
PDBAX
59.6
BLOOMBERG BARCLAYS US AGGREGATE BOND INDEX
ICE BOFA AAA US MUNICIPAL SECURITIES INDEX

–1.36%
7.08
–0.33
2.60
1.40
–0.32
0.38
1.39
0.02
0.20
–1.3%
1.2%

1.24%
2.34
0.87
0.57
0.75
1.10
0.35
1.52
1.46
1.02
1.43%
0.73%

none
3.75%
none
none
none
3.75
none
none
3.75
3.25

As of August 6, 2021. @ Only share class. Unless otherwise indicated, funds come in multiple share classes; we list the share class that is best suited for individual investors. †For all mutual fund
share classes combined. MSCI EAFE tracks stocks in developed foreign markets. SOURCES: ICE Data Services, Morningstar.
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Jeffrey R. Kosnett

Stay Above the Interest Rate Fray

POON WATCHARA-AMPHAIWAN

F

ixed-income veterans remember
August 6, the 10-year bond settled at
the 2013 “taper tantrum,” when
1.30%, down from a top of 1.75% in the
bond prices plunged after the
spring. Bond funds that started 2021
Federal Reserve said it would scale
dripping red ink are now up slightly,
back a massive bond-buying program.
while presumptive beneficiaries of
This year, we are having the tantrum
higher rates are backtracking.
in reverse, a bond-buying binge that
This is not a fluke. Consider this
means bulls like me can claim victory.
comment from Deutsche Bank EcoThe surprisingly sharp downturn in
nomics: “We see a more muted remedium-term and long-term interest
sponse of government bond yields to
rates since April is a fresh challenge
stronger growth and higher inflation
for devotees of the dogma that the esthan in the past, as central banks lean
calating inflation readings and strong
against any sharp yield rises.”
(although temporary) economic
Some of the best-performing income
growth will soon translate to higher
investments in recent years have been
rates on savings accounts and bigger
those that depend on profits from the
cash distributions from bond funds.
spread between the rock-bottom shortThe original tantrum refers to the
term rates they pay to borrow and the
stretch from May through early Sepransoms they charge customers for
tember of 2013, when 10-year Treacredit cards, riskier mortgages, smallsury yields soared from 1.6% to 3%
business loans and so forth. When this
(and T-bond prices fell by 10% or so).
margin began widening as long-term
There was no inflation to speak
of in 2013, oil
YOUR BEST BETS NOW
prices were
already high,
ARE VENERABLE,
and the 2008
MANAGED DIVERSIFIED
economic bust
BOND FUNDS. YOU’LL
was done. The
surprise was the
GET A FAIR YIELD AND
speed and the
PEACE OF MIND.
ferocity of the
bond-price
breakdown, not
that interest rates could move up.
This year, by contrast, housing and
oil prices are soaring, wages are
climbing, economic growth is
robust. Those seem like reasons
for the Fed to stand back and let
the markets push interest rates
higher, and the current Fed leadership is under pressure to tighten
credit or at least stay neutral—a
scenario right out of any 1970s firstyear economics textbook. Instead, on

rates were rising, share prices of these
outfits went crazy. Capital One Financial delivered a 165% total return for
the past year and just granted a 50%
dividend boost. New York Mortgage
Trust, which might have failed in the
early stages of COVID, is up 76% for
the past year and pays nearly 10% in
dividends. Even comparatively staid
Annaly Capital, which invests mostly
in fixed-rate, government-guaranteed
30-year home loans, has a 28% oneyear return. Any diversified fund of
bank stocks has been a bonanza. My
earlier bullishness on these investments was the right call.
The pull of gravity. But now I think

these rockets are not going to keep
flying so high. I just don’t see interest
rates taking off much again, what
with the delta variant making COVID
a headwind to growth and the Fed
likely to hold rates as low as possible
to save the Treasury interest on its
bills. So, profit taking will intensify.
Your best bets now: venerable,
managed diversified bond funds such
as DODGE & COX INCOME (SYMBOL DODIX),
METROPOLITAN WEST TOTAL RETURN BOND
(MWTRX), PGIM TOTAL RETURN BOND (PDBAX)

and VANGUARD LONG-TERM INVESTMENT GRADE (VWESX). These
funds have managers who
have seen it all and represent
the group that has done well
over the past three months
following early-2021 struggles. You will get a fair yield
and peace of mind. As for
your individual bonds, hold
them to maturity and be glad
that defaults are all but nonexistent. You can stay comfortably
above the interest-rate fray. ■
JEFF KOSNETT IS EDITOR OF KIPLINGER’S INVESTING FOR
INCOME. REACH HIM AT JEFF_KOSNETT@KIPLINGER.COM.
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KEY DATA FOR OUR MUTUAL FUND PICKS
THE KIPLINGER 25 UPDATE

Our Small-Cap Funds
Take Different Paths
SMALL-COMPANY STOCKS

typically lead the market
coming out of a recession.
This time was no different.
The rally has flatlined
since spring, however, and
as the returns of the Kiplinger 25’s small-cap stock
funds show, not all pockets of the small-company
world fared well.
Value-priced stocks
were the biggest winners.
AMERICAN CENTURY SMALL CAP
VALUE gained 71% over the

past 12 months, ahead of
the 47% return in the Russell 2000 small-company
index. Now swollen with
nearly $6 billion in assets,
the fund is closing to new
investors. Existing shareholders should stay put.
But we will find a replacement for it in the Kip 25
next month.
Low-quality small stocks
did better than their highquality counterparts. That
kept a lid on gains in our
other two small-cap funds,
because both favor good
businesses. Over the past
12 months, T. ROWE PRICE
SMALL-CAP VALUE gained
49%; T. ROWE PRICE QM US

value and growth traits.
Last year, Wagner dialed
up the focus on value,
scooping up beaten-down
economically sensitive
stocks amid the COVID
sell-off, including energy
and bank shares. Those investments surged “quickly
and in a big way” last fall,
says Wagner, helping the
fund’s one-year return.
QM US Small-Cap
Growth Equity manager
Sudhir Nanda uses computer models to find reasonably priced growing
companies with steady
earnings and revenues.
That posed a headwind in
last year’s market. “Everything that we like has done
poorly, and everything
that we don’t like has done
well,” says Nanda.
It’s typical for both
funds to lag in big up
markets. But over the
long haul, both funds have
delivered solid returns
that beat their respective
benchmarks. Looking
ahead, says Wagner, smallcap stocks are “decently
valued, and the outlook is
largely good.”
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Annualized
total return
1 yr. 5 yrs. 10 yrs. Yield

U.S. Stock Funds

Symbol

American Century Sm Cp Val

ASVIX

DF Dent Midcap Growth

DFDMX 25.7

Dodge & Cox Stock

DODGX 53.4

Fidelity Blue Chip Growth

FBGRX 41.5

Mairs & Power Growth

MPGFX 39.8

Parnassus Mid-Cap

PARMX 30.7

T. Rowe Price Dividend Growth

PRDGX 31.5

15.8

T. Rowe Price QM US Sm-Cp Gro‡

70.7% 15.2% 13.8%

1.19%

18.1

0.0

0.98

16.2

15.4

1.3

0.52

28.2

21.7

0.0

0.79

15.5

15.9

0.7

0.64

13.3

14.0

0.2

0.98

15.5

0.9

0.63

21.1

PRDSX 29.7

16.0

15.7

0.0

0.78

T. Rowe Price Small-Cap Value PRSVX 48.8

13.9

13.1

0.3

0.80

Primecap Odyssey Growth

POGRX 37.3

17.4

17.0

0.3

0.65

Vanguard Equity-Income

VEIPX

12.1

13.6

2.2

0.28

International
Stock Funds

Symbol

Baron Emerging Markets

BEXFX 19.6% 10.2% 7.6%

Brown Cap Mgmt Intl Sm Co

BCSVX 31.2

Fidelity International Growth FIGFX
Janus Henderson Glbl Eq Inc

34.1

Annualized
total return
1 yr. 5 yrs. 10 yrs. Yield

27.9

HFQTX 20.7

Expense
ratio

0.0%

1.35%

20.1

—

0.0

1.33

14.1

11.0

0.1

1.01

6.4

7.0

7.3

0.95

Annualized
total return

Expense
ratio

Specialized Funds

Symbol

Fidelity Select Health Care

FSPHX 21.1% 16.4% 20.0%

0.4%

0.69%

Vanguard Wellington

VWELX 22.1

1.6

0.24

1 yr.

5 yrs. 10 yrs. Yield

11.9

11.3

Annualized
total return

Bond Funds

Symbol

DoubleLine Total Return Bond DLTNX

1 yr.

5 yrs. 10 yrs. Yield

Expense
ratio

0.8%

2.7%

3.6%

2.9%

0.73%

3.0

3.3

0.5

0.34

Fidelity Interm Muni Income

FLTMX

2.9

Fidelity Strategic Income

FADMX

8.2

5.3

4.7

2.0

0.67

Met West Total Return Bond M MWTRX –0.3

3.5

4.0

0.9

0.68

TIAA-CREF Core Impact Bond TSBRX

0.2

3.4

—

1.1

0.64

5.4

8.6

—

3.1

0.60

Vanguard High-Yield Corporate VWEHX 6.7

5.9

6.2

2.8

0.23

2.7

2.5

0.8

0.20

Vanguard Emerg Mkts Bond

Vanguard Sh-Tm Inv-Grade

VEMBX

VFSTX

1.4

Annualized
total return

Indexes
S&P 500 INDEX

1 yr.

5 yrs. 10 yrs. Yield

34.5% 17.5% 16.3%

1.4%

RUSSELL 2000 INDEX*

47.1

14.3

13.7

1.0

MSCI EAFE INDEX†

28.7

9.9

7.4

2.3

Wellington is officially
open to all investors. Up
to now, new investors had
to buy shares directly from
Vanguard. NELLIE S. HUANG

MSCI EMERGING MARKETS INDEX

19.0

10.3

4.6

2.0

BLOOMBERG BARCLAYS AGG BND IDX# –1.3

3.1

3.2

1.4

Nellie_Huang@kiplinger.com

Expense
ratio

0.2%

In other news. Vanguard

SMALL-CAP GROWTH EQUITY

rose 30%.
T. Rowe Price SmallCap Value manager Dave
Wagner likes a bargain,
but he’ll pay up for highquality companies. That
gives the portfolio both

Kiplinger 25 funds are no-load; you can buy them without sales
charges. For more about the funds, visit kiplinger.com/links/kip25.

As of August 6, 2021. **Fund to close to new investors Aug. 16. *Small-company U.S. stocks. †Foreign stocks. #High-grade
U.S. bonds. —Fund not in existence for the entire period. SOURCES: Fund companies, FTSE Russell, Morningstar Inc., MSCI,
S&P Dow Jones Indices. Yields listed for bond funds are SEC yields, which are net of fees; stock fund yields are the yield for
the past 12 months. NA indicates not available.

MUNICIPAL BONDS.
HERE’S WHAT
YOU’LL LEARN:
The beneﬁts and risks of municipal bonds.
How municipal bonds provide federally tax-free income.
Why municipal bonds offer the potential for regular income.
Strategies for smart bond investing.
Municipal bond facts every investor should know.

AND HERE’S WHAT
IT COSTS: $0
CALL (800) 318-4850
to get your copy of the Hennion & Walsh Bond Guide.
It’s FREE and WITHOUT OBLIGATION.

About Hennion & Walsh
Since 1990 Hennion & Walsh has specialized
in investment grade tax-free municipal bonds.
The company supervises over $3 billion in
assets in over 16,000 accounts, providing
individual investors with institutional quality
service and personal attention.

© 2021 Hennion & Walsh. Securities offered through Hennion & Walsh Inc. Member of FINRA, SIPC. Investing in bonds involves risk
including possible loss of principal. Income may be subject to state, local or federal alternative minimum tax. When interest rates rise, bond
prices fall, and when interest rates fall, bond prices rise. If sold or called prior to maturity the amount received may be less than the amount
paid, and the yield received may be less than the yield calculated at purchase. Past performance is not guarantee of future results.

MONEY
PONCE GARNER, WHO
HAS MODELED AND
WORKED IN RETAIL,
IS PURSUING A CAREER
IN LAW ENFORCEMENT.
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HOW TO DECIDE IF IT’S TIME FOR A

CAREER CHANGE
THE PANDEMIC HAS PROMPTED MANY WORKERS TO CONSIDER
MORE FULFILLING JOBS. THESE PEOPLE MADE IT WORK.
BY RIVAN STINSON

COVID-19 upended the job market in multiple ways. Millions of Americans
lost their jobs, saw their salaries reduced or were sent out of the office to
work from home. But as uncertainty surrounding the pandemic continues,
many workers have decided it’s time for a change. In a January survey of unemployed Americans, Pew Research Center found that 66% have seriously
considered pursuing a different career because of the pandemic. One-third
said they had enrolled in training programs or other educational endeavors
to sharpen their skills.
The internet is filled with tales of restaurant workers, hairstylists and corporate employees who have jumped ship in hopes of finding more meaningful employment. But switching careers isn’t easy, and figuring out what your
new gig will be is a job all by itself. In addition to retraining, you may need
to rebuild your network—which may take more time than usual because the
pandemic has limited the ability to meet people in person.
PHOTOGRAPH BY TRACY GROSSHANS
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Career changers must
also adapt to the permanent changes the pandemic
brought to office culture.
Flexible schedules, remote
work and virtual hiring are
here to stay. And if you’re
an older worker interested
in switching careers, you
should get comfortable with
the possibility that you’ll report to a younger supervisor.
We’ve profiled four people
who have made a career
switch, including two who
say the pandemic, along
with recent social upheaval,
gave them the courage to
take the leap.

A MODEL ENTERS
THE POLICE ACADEMY
What do a model/retail
store manager and a police
officer have in common?
They both walk a beat. But
in all seriousness, for Ponce
Garner, 29, of Ypsilanti,
Mich., who was recently
accepted into the Wayne
County Sheriff’s Jailer’s
Academy and the Michigan
Commission on Law Enforcement Standards, both
occupations have a common
theme: customer service.
With protests erupting
across the country after
the death of George Floyd
and other instances of
police violence, Garner
wanted to change how his
community views police.
His goal is to be one of the
police officers who genuinely care about the community they’re patrolling.
Like many people, Garner
had a high school teacher
who helped nudge him toward his dream career.
After he wrote about his
goal of becoming a police
officer for his sophomore
42
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English class, his teacher
introduced him to his sister,
an agent with the Federal
Bureau of Investigation.
The conversation helped
seal his conviction that policing was the right career
path for him.
However, his family urged
him to consider a less dangerous job, so he turned to
fashion, his second love. He
studied fashion at Eastern
Michigan University while
he worked his way up to
becoming a comanager at
a Guess store in Auburn
Hills, Mich. In 2018, he
moved to Atlanta, where
he managed another Guess
store and started modeling,
working five shows for
Atlanta Fashion Week.
But policing never left
Garner’s mind. He moved
back to Michigan in April
2020 and applied to the
police academy via the
Wayne County Sheriff’s
Office and the Detroit

Police Department. Applications were put on hold because of the pandemic, but
in June, Garner heard back
from the Wayne County
Sheriff’s Office. Next came
health screenings, background checks and a final
interview.
In July, Garner was notified that his first round
of training would start in
August. He has to complete
nine weeks of correctional
officer training, followed
by six months of standard
police training. The career
change couldn’t have come
at a better time because, he
says, working in retail and
modeling doesn’t leave a lot
of room to move up. Moving
into policing will eventually
provide him with better pay
and more opportunities to
advance. But even dream
jobs come with challenges.
Garner must hit the gym
consistently to prep for the
academy’s physical require-

KipTip

GET HELP FROM A COACH
Whether you’re thinking of switching careers or you’re just
interested in a new job with your current employer, identify
the skills you have and how they can help the organization.
If you need help figuring that out, consider consulting a
career coach.
Start by visiting your alma mater’s alumni website, which
may provide a list of career coaches that partner with the
university. When looking for a coach, make sure their experience aligns with your own goals. A good coach will assess
your strengths and your background to help you evaluate your
career decisions, says career coach Daryll Bryant.
Alternatively, you can look for group coaching programs.
The Grand offers group coaching programs on topics ranging
from becoming an effective manager to making a career transition. Programs usually run for 14 weeks. The cost ranges from
$1,200 to $2,400, depending on the program. To view current
offerings, go to www.thegrand.world/experience.

ments. He also needs to prepare his family for his move
into a career field they originally discouraged. And
once the correctional training is complete, Garner will
be required to work in the
Wayne County jail for a year
while simultaneously going
to regular police academy
training. After his year is
up, he will be eligible to
transfer into another department. While the prospect of working at a jail
would make some folks
anxious, Garner says he’s
ready.
“I’ve talked to former
Wayne County officers
about their experiences, and
they say working at the jail
isn’t as crazy as it sounds,”
he says. Garner has also
been assured that the county
provides mental health resources if he becomes overwhelmed by the job.
Garner is expected to
graduate from the academy
in February 2022.

A REPORTER
JOINS THE MENTAL
HEALTH FIELD
Melanie Martin Ebel, 39,
of Toledo, is no stranger
to switching careers. Before she started working
in the mental health field,
she was a sports journalist
for a newspaper in a small
Ohio town, where she was
hired in the early 2000s
after graduating from Ohio
State University with a
bachelor’s degree in journalism. Although she enjoyed
her time at the university’s
newspaper, even working
her way up to be its editor
in chief, journalism in the
real world proved to be a
disappointment.
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Whatever your personal ﬁnance need, there’s a
Kiplinger e-newsletter or podcast to help you
make more money and keep more of the money you make!

Choose yours today — FREE!

my.kiplinger.com/email
kiplinger.com/podcasts
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MELANIE MARTIN EBEL
(SHOWN WITH HER FOUR
CHILDREN) LEFT A SMALLTOWN NEWSPAPER TO
WORK IN THE MENTAL
HEALTH FIELD.

“They very much had
the small-town mentality
of, ‘Oh gosh, we have this
woman who’s writing
sports,’ and there was a
lot of resistance,” she says.
She says she also experienced sexual harassment
from football coaches and
other people she covered.
Deciding on what she
44
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wanted to do next didn’t
take long, because Ebel
had gained extensive experience in the field of
mental health during her
teenage and college years.
However, she feared that
she had wasted her time by
majoring in journalism, and
she worried that potential
employers would doubt her

commitment to her new
chosen field.
“People would question
why I didn’t get a degree
in the mental health field
if that’s what I wanted to
do,” she says. And it didn’t
help that she was jumping
from one low-paying field
to another.
But she persevered and

started at Unison Health,
an outpatient community
mental health clinic, in
2009; she eventually earned
her master’s degree in social
work in 2017. By the time
the pandemic hit in 2020,
Ebel was working as a day
treatment and hospitalization program manager at
Unison and had completed

PHOTOGRAPH BY ABYRDSEYEPHOTO PRODUCTIONS

children. “I didn’t feel like
I was giving 100% to anything, and I knew I needed
to recommit,” she says. Her
agency’s management and
her husband supported her
decision.
Now, Ebel works parttime, helping to oversee
the day treatment and partial hospitalization program
she used to manage fulltime, and she continues
to offer individual therapy.
Although Ebel took a pay
cut when she reduced her
hours, she and her husband
are saving money on day
care bills. And even her
12-year-old daughter likes
her being at home—most
of the time.
“There’s a lot of stress being home with the kids—but
it’s the stress that I would
choose,” she says. “We have
opportunities to make really good memories.”

A FINANCIAL
ANALYST BECOMES
A CAREER COACH

Ohio’s work requirement to
apply for an independent
clinician license (which,
along with her master’s,
will qualify her for management positions and allow
her to open her own practice down the road).
Like many Americans,
Ebel worked at home during
the pandemic and met with

clients and coworkers over
video calls. But with her
four kids, ages 4 months
to 12 years, staying home
because of day care closures
and virtual school, Ebel says
she thought it was time for
another change. She asked
her supervisor if she could
reduce her hours so she
could focus more on her

Tracy Akresh Stone, 47,
of San Francisco, got her
first certification in career
coaching 15 years ago, but
she had been coaching folks
informally long before that.
Early in her career as an equity research analyst on
Wall Street, she remembers
counseling her cubicle partner, a more senior analyst,
after the analyst was unable
to present her ideas at an
important meeting.
“I remember giving her
this pep talk, telling her
what to do,” Stone says.
“She was so much more
experienced, and yet she
needed a coach.” After that,
coworkers regularly came
to Stone for advice on how

to manage their careers.
Eventually, Stone realized
she didn’t want her boss’s
job and decided to take
some of her own advice.
But she didn’t leave corporate America in one
big leap. First, she tried
different roles outside
of equity research, even
working her way up to director of finance at a startup. The position was shortlived, however, and she left
the start-up and corporate
America for good in 2011.
Because she had started
career coaching on the side,
she already had a clientele
and a savings cushion.
“I tell all my clients that
they really need to sit down
with their finances and figure out how they’re going
to make the career switch
work,” she says. “It can take
time to ramp up, especially
if you’re going solo.” That
meant Stone had to learn
how to market herself.
Now, Stone has a steady
roster of clients, from large
corporations to small startups that bring her in to
work with managers who
are seeking to be more engaged in their careers. And
although the pandemic initially affected her business,
companies have now started
hiring her to help their leaders manage remote teams.

LEAVING CORPORATE
LIFE FOR A NONPROFIT
David Pfeifer, 61, remembers a time when he knew
everything there was to
know about technology. As
a semiconductor engineer
during the 1980s, he says he
could manually expand the
RAM—or memory—of his
desktop computer, leaving
10/2021
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peers and colleagues to constantly ask, “Can you show
me how to do that?”
But four decades later,
the tables have turned. As
the director of finance and
administration at Futures
and Options, a nonprofit
organization that places
minority and other underserved New York City high
school students into paid internships, he’s surrounded
by a new generation of technologically savvy and gifted
youth.
“This generation has just
grown up with technology
in a way that I haven’t,”
Pfeifer says. “Every day,
I am in awe of what’s so
natural for them.”
Pfeifer spent most of his
career in the private sector,
moving from an engineering job at a semiconductor
wafer fabrication plant to
chief financial officer of
an e-commerce company
that sells women’s bathing
suits. He has also worked
as an adjunct professor at
Columbia Business School
in New York, where he received his MBA.
As Pfeifer neared retirement age, he and his wife
struggled to decide what
they wanted to do next. “At
this point, it’s not so much
a financial decision. We’re
not working to get to some
number in the bank and
then boom, that’s the day
we retire,” says Pfeifer. “Are
we having fun working?” is
the better question to ask,
he says.
One day, his wife stumbled upon an article in
the New York Times about
Encore.org, an organization
that matches veteran professionals with positions
46
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TRACY AKRESH
STONE WORKED IN
CORPORATE FINANCE
BEFORE GOING SOLO
AS A CAREER COACH.

PHOTOGRAPH BY IAN TUTTLE
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in the nonprofit sector.
“I knew nothing about
[nonprofits] from the private sector. I didn’t even
know where to start,”
Pfeifer says.
After an extensive application process, Encore
matched him with Futures
and Options. Because the
nonprofit centers around
youth mentorship, working
there has introduced him
to people who have dramatically different life experiences than the people he
encounters near his Upper

West Side residence.
“Working with younger
people makes you young
again, because it exposes
you to a whole different level
of energy,” Pfeifer says.
Pfeifer joined Encore in
January 2020, just weeks
before the COVID-19 pandemic halted its in-person
operations. But he says he
has been surprised by how
quickly Futures and Options was able to adapt
to remote work. In fact,
transitioning to remote
career development course-

work helped more students
finish the program.
To adjust to the learning
curve of a new industry and
working environment, it’s
important to understand
why you want to pursue
a career change and what
you can contribute to a
new sector, Pfeifer says.
He believes veterans of the
private sector can become
overconfident after years
of calling the shots. In
his case, he says, humility
and listening to those with
more experience helped

him adapt to his new role.
Pfeifer says he continues
to enjoy assisting with the
nonprofit’s financial reports, as well as helping it
provide internships to the
program’s high school students. “There is a unique
quality of doing something
like this,” Pfeifer says. “It’s
different from just producing a low-cost product or a
very good product for a demanding customer base.” ■
MICHAEL KORSH CONTRIBUTED TO THIS
ARTICLE. TO CONTACT THE AUTHOR, PLEASE
E-MAIL RIVAN_STINSON@KIPLINGER.COM.

DAVID PFEIFER
LEFT THE PRIVATE
SECTOR TO WORK FOR
AN EDUCATIONAL
NONPROFIT.
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TOP-YIELDING SAVINGS
30-day
yield as
Minimum
of August 3 investment

Taxable Money Market
Mutual Funds

CREDIT

Credit Cards Offer
Travel Insurance

Transamerica Govt MMF (IATXX)*

0.13%

$1,000

transamerica.com

Davis Govt MMF (RPGXX)*

0.10

1,000

davisfunds.com

BlckRck Liqdty FdFnd Sel (BFBXX)*

0.03

1

blackrock.com

RBC US Govt MMF (TUIXX)*

0.03

1

rbcgam.com

30-day Tax eq. yield

Tax-Free Money Market yield as of 24%/35% Minimum
Mutual Funds
August 2 bracket investment
American Cent T-F MMF (BNTXX)* 0.01%

JUST WHEN MANY PEOPLE

thought the pandemic was
over, the COVID-19 delta
variant has threatened fall
and winter travel plans.
But if you booked a trip
with a credit card that
offers travel insurance,
you may be able to recoup
some of your costs.
For example, your card
may provide some coverage
if your trip is canceled or
disrupted, and it may cover
the cost of delayed or lost
luggage. In general, premium rewards cards—
which typically charge an
annual fee—provide better
coverage.

RATE UPDATES
For the latest savings yields
and loan rates, visit kiplinger
.com/links/rates. For our
top rewards cards, go to
kiplinger.com/kpf/cards21.

Protections usually kick
in when events that affect
your trip are out of your
control, says Nick Ewen,
travel rewards expert at
The Points Guy, a consumer travel website. For
example, suppose a flight
delay caused you to miss a
night in a hotel room that
you reserved with an advance, nonrefundable payment. If you paid for the
room with a credit card
that includes travel insurance, the card would more

than likely cover your loss.
But if you decided you no
longer wanted to go on the
trip—perhaps because of
concerns about COVID-19—
your card’s travel insurance
probably wouldn’t cover
your losses.
All cards are not created
equal. The Chase Sapphire
Reserve card (annual fee
$550) offers cancellation/
interruption coverage of up
to $10,000 per person, for
example, while the American Express Platinum card
(annual fee $695 for new
cardholders) provides up
to $10,000 per trip.
Most travel insurance
offered by credit cards is
secondary to any coverage
the airline or hotel provides.
For example, if an airline
pays you $2,000 to cover
the cost of lost luggage and
your credit card’s lost luggage coverage is limited to
$2,000, your claim will be
denied. If your card’s lost
luggage coverage exceeds
that amount, you may
receive the difference
between $2,000 and the
card’s coverage limit.
If you’re unsure of what
kind of travel insurance
your card provides, log on
to your credit card account
and read the benefits guide.
The guide usually provides
a toll-free number you can
call if you have additional
questions. RIVAN STINSON

Website
(www.)

Website
(www.)

0.01%/0.02%

$2,500 americancentury.com

BNY Mellon Ntl Muni (MOMXX)*

0.01

0.01/0.02

10,000 im.bnymellon.com

T. Rowe Price Tax-Ex (PTEXX)*

0.01

0.01/0.02

2,500

USAA Tax Exmpt MMF (USEXX)* 0.01

0.01/0.02

3,000 investor.vcm.com

troweprice.com

Annual

Savings and Money Market yield as of Minimum
Deposit Accounts
August 6 amount
Affinity Plus FCU (Minn.)&#

1.00%^

Zynlo Bank (Mass.)†#

0.80

$10

ConnectOne Bank (N.J.)†

0.65

2,500

connectonebank.com

Connexus Credit Union (Wis.)&#‡

0.60

1,000

connexuscu.org

Certiﬁcates of Deposit
1-Year

Annual
yield as of Minimum
August 6 amount

Lafayette FCU (Md.)&

0.80%

NexBank (Texas)†

0.75

Comenity Direct (Del.)†
Puerto Rico FCU (P.R.)&

Certiﬁcates of Deposit
5-Year

none

Website
(www.)

$500

affinityplus.org
zynlobank.com

Website
(www.)
lfcu.org

10,000

nexbankpersonal.com

0.70

1,500

direct.comenity.com

0.70

1,000

prfedcu.com

Annual
yield as of Minimum
August 6 amount

Website
(www.)

Lafayette FCU (Md.)&

1.26%

$500

lfcu.org

Affinity Plus FCU (Minn.)&

1.25

500

affinityplus.org

Teachers FCU (N.Y.)&

1.25

1,000

teachersfcu.org

First Peoples Comm FCU (Md.)&

1.20

500

firstpeoples.com

*Fund is waiving all or a portion of its expenses. & Must be a member; to become a member, see
website. #Money market deposit account. ^Must receive electronic statements and have a $500
monthly direct deposit into an Affinity Plus deposit account. †Internet only. ‡Prime Alliance Bank
offers a similar yield. SOURCES: Bankrate, DepositAccounts, Money Fund Report (iMoneyNet).

TOP CHECKING ACCOUNTS
Must meet activity requirements*

Annual
yield as of
August 6

Balance
range†

La Capitol FCU (La.)&

4.25%

$0–$3,000

lacapfcu.org

Consumers Credit Union (Ill.)&

4.09‡

0–10,000

myconsumers.org

Genisys Credit Union (Mich.)&

4.07

0–7,500

genisyscu.org

Liberty Financial (Ind.)&

3.30

0–20,000

liberty.financial

High-Yield Checking

Website
(www.)

*To earn the maximum rate, you must meet requirements such as using your debit card several times
monthly and receiving electronic statements. †Portion of the balance higher than the listed range
earns a lower rate or no interest. &Must be a member; to become a member, see website. ‡Requires
spending $1,000 or more monthly in CCU Visa credit card purchases. SOURCE: DepositAccounts

YIELD BENCHMARKS Yield

Month- Yearago
ago

U.S. Series EE savings bonds

0.10%

0.10%

0.10%

U.S. Series I savings bonds

3.54

3.54

1.06

Six-month Treasury bills

0.06

0.06

0.11

Five-year Treasury notes

0.77

0.81

0.31

Ten-year Treasury notes

1.31

1.37

0.69

Rivan_Stinson@kiplinger.com
10/2021

As of August 6.
● EE savings bonds purchased
after May 1, 2005, have a
ﬁxed rate of interest.
● Bonds purchased before
May 1, 1995, earn a minimum
of 4% or a market-based
rate from date of purchase.
● Bonds bought between
May 1, 1995, and May 1, 2005,
earn a market-based rate
from date of purchase.
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Spend Without W
Fears of running out of money prevent many retirees from tapping the nest egg they’ve worked a lifetime
to save. With these strategies, you can generate enough income to pursue your retirement dreams.
By SANDRA BLOCK

T

he Irish poet and playwright Oscar Wilde once said that it’s better to have a permanent
income than to be fascinating—a sentiment many retirees undoubtedly share. Unfortunately, the decline of traditional pensions in favor of 401(k) plans (and other defined
contribution plans) has forced many retirees to figure out how to make a lump sum of
money—sometimes a very large lump sum—last as long as they do. // A growing body of research suggests that many retirees have responded to this challenge by withdrawing far less than they can afford
to spend based on the amount they’ve saved and their average life expectancy. Research by the Employee Benefit Research Institute found that people with $500,000 or more in savings at retirement
50
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Worry

Fears of running out of money prevent many retirees from spending money they’ve worked a lifetime
to save. With these strategies, you can generate enough income to pursue your retirement dreams.
By SANDRA BLOCK

10/2021
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spent down less than 12%
of their assets over 20 years.
Michael Finke, a professor of retirement at the
American College of Financial Services, says research
he conducted found that
80% of retirees are uncomfortable watching their
nest egg get smaller. “To
an economist, that’s a mystery,” he says. “Why did you
save in the first place?”
Forgoing meaningful activities isn’t without cost,
says Glen Franklin, director
of customer research for Jackson
National Life Insurance. Although you
don’t necessarily
need to go on an
around-the-world
cruise, he says, hobbies, travel and
other activities that
involve family and
friends—and often
increase spending—
have been shown to
reduce your risk of
cognitive decline.
“You live longer if
you have purpose
in life, and purpose
isn’t free,” he says.
Still, the fear
of running out of
money is powerful
and could be exacerbated by the recent increase
in the inflation rate. While
many economists believe
the recent spike in prices
is temporary, anyone who
lived through the 1970s
knows how devastating inflation can be, especially
if you’re living on a fixed income. In fact, according to
a recent Kiplinger–Personal
Capital poll of retirees and
near-retirees, 77% are worried about the effects of in52
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If you’re retired or approaching retirement,

For every year after that,
increase the dollar amount
of your annual withdrawal
by the previous year’s inflation rate. For example,
if you have a $1 million nest
egg, you would withdraw
$40,000 the first year of
retirement. If inflation that
year is 2%, in the second
year of retirement you
would boost your withdrawal to $40,800.
The 4% rule is designed
to ensure that you won’t
outlive your savings, and

you’ve probably heard of
the 4% rule, which was developed by William Bengen,
an MIT graduate in aeronautics and astronautics
who later became a certified
financial planner. Here’s
how it works: In the first
year of retirement, withdraw 4% from your IRAs,
401(k)s and other tax-deferred accounts, which is
where most workers hold
their retirement savings.

it has withstood the test of
time. But Bengen acknowledges that a prolonged
period of high inflation
could threaten his formula.
And supporters of the 4%
rule also point out that it’s a
guideline, not a mandate, and
may need to be adjusted—to
3.5%, for example—during
down years in the market.
The downside to the rule
is that it doesn’t account for
the fact that your spending

flation on their financial
security (for more results,
see page 62).
Fortunately, you can take
steps that will help you pursue your retirement dreams
without jeopardizing your
retirement security. And
as a bonus, some of these
strategies will help you stay
ahead of inflation, too.
BENDING THE
4% RULE

habits and expenses will
change over time. Many
retirees spend more money
in the early years of retirement, when they’re healthy
enough to travel and pursue
other activities, then cut
back in their seventies and
eighties. If you’d prefer a
withdrawal plan that more
closely adheres to your retirement lifestyle, consider
creating a retirement time
line of your income and expenses. This exercise will
help you determine how
much you need to
withdraw from your
savings each year to
close the gap, says
Dana Anspach, a
CFP and founder
of Sensible Money,
in Scottsdale, Ariz.
You can do this
exercise on an Excel
or Google Sheets
spreadsheet (see
the illustration
on page 56). Once
you’ve filled out
your spreadsheet,
you can calculate
the gap between
your guaranteed income and expenses,
which will help
you determine how
much you need to
withdraw from your
savings each year. (If your
income exceeds your expenses, you can add some of
that money to your savings
or increase your discretionary spending.)
This exercise allows you
to make adjustments as your
circumstances change. For
example, if you pay off your
mortgage a few years into
retirement, you can subtract
that cost from the housing
column in your expense

Your passion
never runs out.

Neither does our
commitment to you.

In over 100 years, we’ve never missed
a payment. Guaranteed monthly
income for life.
LEARN MORE:
TIAA.org /NeverRunOut

Annuities are issued by Teachers Insurance and Annuity Association of America (TIAA), New York, NY. Any guarantees under annuities issued by TIAA are subject to
TIAA’s claims-paying ability. TIAA Traditional is a guaranteed insurance contract and not an investment for federal securities law purposes. Investment, insurance and
annuity products are not FDIC insured, are not bank guaranteed, are not deposits, are not insured by any federal government agency, are not a condition to any
banking service or activity, and may lose value.
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time line. You can also
use your time line to determine whether you can
afford to delay filing for
Social Security.
You may need professional help (or a retirement
software program) to get
the most out of this strategy, because you’ll need
to project your investment
returns, as well as taxes. A
planner can help you avoid
projecting overly optimistic
investment returns or underestimating your taxes.
You can find a CFP who
specializes in retirement at
www.letsmakeaplan.org.
Anspach says about 75%
of retirees she has worked
with are “pleasantly surprised” to learn that they
won’t run out of money in
retirement. And even those
who learn that their savings
may fall short can use that
information to make needed
changes, such as downsizing or working longer, she
says.
Another advantage to this
strategy is that it will help
you deploy what’s known
as the bucket system without putting too much money
in low-interest accounts.
With this strategy, you
divide your savings among
three accounts, or “buckets.” The first is a liquid
account designed to cover
living expenses for the next
year or two, after accounting for a pension or annuity
(if you have one) and Social
Security. The second bucket
holds money you’ll need
over the next 10 years; it
can be invested in shortand intermediate-term
bond funds. The third
bucket holds money you
won’t need until much later,
54

KIPLINGER’S PERSONAL FINANCE

10/2021

so it can be invested in
stocks or even alternative
investments, such as real
estate or commodities.
Most financial planners
recommend investing the
first bucket in ultra-safe
investments, such as bank
savings accounts and money
market funds. That way, you
won’t have to sell stocks or
funds in a market downturn
to pay the bills. If you’re
worried about a stock market downturn, or you fear
you’ll run out of money,
it’s tempting to put more
than two years’ worth of expenses in your cash bucket
(or overestimate how much
you’ll spend in two years).
But unless you have enough
money to launch your own
space flight, stashing too
much of your portfolio in
cash accounts will increase
the risk that you’ll run out
of money in retirement. Be-

cause interest on those accounts is near zero, money
invested in cash won’t keep
up with inflation—a particular concern now, when
inflation is rising—and will
depress the returns of your
overall portfolio.
INVEST IN AN ANNUITY

Annuities come in many
flavors, with varying degrees of complexity (see the
box on page 58), but most
offer a way to convert your
investment into a monthly
check—either now or sometime in the future—for as
long as you live. If you own
an annuity that covers your
basic expenses, you may feel
more comfortable spending
money in your savings.
There are two problems
with annuities in the current environment. First,
payouts for single-premium
immediate annuities, which

typically provide monthly
payments in exchange for
a lump-sum investment,
are tied to rates for 10-year
Treasuries. Although the
Federal Reserve Board has
signaled that it may raise
long-term rates as early as
2023, those rates are currently at historic lows. That
means you’ll have to pay
more for an annuity to
generate a given amount
of income than you would
if rates were higher.
Advocates of annuitizing
a portion of your savings
argue that even under these
circumstances, annuities
provide a layer of security
you can’t find anywhere
else. Annuities also provide
better returns than fixedincome investments, which
have seen their yields pummeled by low interest rates,
says David Lau, founder and
chief executive officer of

DPL Financial Partners,
which distributes annuities
and life insurance to financial planners. When you buy
an annuity, the insurance
company pools your money
with that of other investors,
and funds from investors
who die earlier than expected are paid out to those
who live longer. These
“mortality credits” allow
insurance companies to
provide a higher yield than
you’d get from fixed-income
investments, Lau says.
The second problem is
that if the recent increase
in inflation is more than
a temporary phenomenon,
rising prices will erode
the value of your monthly
payments. You can buy an
annuity with an inflation
rider, but it will lower your
initial payout by about 26%.
One way around this
problem is to invest in an

annuity that links your
returns to a specific index,
such as the S&P 500. Examples range from fixed-index
annuities, which limit how
much you can earn but protect you from losses, to buffered annuities (also known
as registered index-linked
annuities), which offer the
potential for higher returns
but don’t protect you from
losses—although there’s a
limit on how much you can
lose.
These types of annuities
are complex and are sometimes loaded with high upfront commissions that will
dampen your returns. In recent years, though, companies such as DPL Financial
Partners have developed
commission-free indexed
annuities. Because the annuities don’t have a commission, certified financial
planners can offer them

without running afoul of
the fiduciary rule, which
requires CFPs to put their
clients’ interests above
their own.
Lau notes that even investing in a plain-vanilla
immediate annuity provides a way to increase your
exposure to stocks, which
offer one of the most effective ways to stay ahead of
inflation (see “Shield Your
Portfolio From Inflation,”
Sept.). If you have an annuity that covers your basic
expenses, you don’t have
to worry about selling
stocks in a down market
to pay the bills.
If long-term interest rates
eventually move higher,
payouts from an immediate
annuity will increase, so
you may want to delay making an investment. But if
you’d like to start your income stream now, consider

creating an annuity ladder.
Instead of investing the
entire amount you want
to annuitize at once, spread
your investments over several years. For example, if
you want to invest $200,000,
you would buy an annuity
for $50,000 this year and
invest another $50,000
every two years until you
have spent the entire
amount. Payouts are higher
if you buy an annuity when
you’re older, and if interest
rates rise, you’ll be able to
take advantage of them.
Many retirees are reluctant to buy annuities
because in exchange for
guaranteed income, you
must give an insurance
company a large sum of
money that you usually
can’t get back. One lesscostly alternative is a deferred-income annuity,
which provides guaranteed
payments when you reach
a certain age. For example,
a 65-year-old man who
invests $100,000 in a deferred annuity that starts
payments when he turns
80 would receive about
$1,568 a month, according
to ImmediateAnnuities
.com, compared with $485
a month if he were to start
payments immediately.
Deferred-income annuities
offer some tax advantages,
too, which we’ll discuss
below.
Although deferredincome annuities are among
the least-expensive types
you can buy, Lau says they
are often a hard sell because
retirees worry that they’ll
die before payments begin.
One way to get over this
hurdle is to view a deferredincome annuity as longevity
10/2021
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DELAY FILING FOR
SOCIAL SECURITY

insurance—a guarantee that
even if you live to be 103,
you won’t run out of money.
And if you know you’ll start
getting guaranteed monthly
payments in your eighties,
you may feel more comfortable spending money when
you’re in your sixties.

about any other slice of
your retirement portfolio
pie, Social Security receives
an automatic cost of living
adjustment every year. Because of recent increases in
consumer prices, the Social
Security COLA could rise as
much as 6.3% in 2022—the

If you’re concerned that
inflation will erode your
retirement savings, one of
the most effective steps you
can take is to delay claiming
Social Security benefits.
Here’s why: Unlike just

largest increase since 1982.
In addition to the annual
COLA adjustment, you’ll get
an 8% credit for each year
you delay claiming benefits
from full retirement age, or
FRA, to age 70. (Your FRA
is age 66 if you were born
between 1943 and 1954; it

Cash Flow

A Template for a Retirement Income Plan
Below is an income plan for the first nine years of retirement for a hypothetical couple: Bart, who lives to age 85, and Mary, who lives until
92. Mary files for Social Security at age 62; Bart delays until age 70. Bart begins his pension at age 65. The couple have combined retirement
savings of $1,716,805 that they will use to supplement noninvestment income. Assuming an average annual return on their investments of
5% and an average 3% inflation rate (5% for health care expenses), Mary would have $1,014,697 ($405,865 in today’s dollars) at age 92.

Age

2021

2022

2023

2024

2025

2026

2027

2028

2029

Bart

65

66

67

68

69

70

71

72

73

Mary

62

63

64

65

66

67

68

69

70

Non-Investment Income
Bart Social Security

—

—

—

—

—

$13,071

$53,328

$54,395

$55,482

Mary Social Security

$9,450

$12,852

$13,109

$13,371

$13,639

13,911

14,190

14,473

14,763

3,909

23,456

23,456

23,456

23,456

23,456

23,456

23,456

23,456

$13,359

$36,308

$36,565

$36,827

$37,095

$50,438

$90,974

$92,324

$93,701

$31,456

$31,660

$31,867

$32,079

$32,295

$32,516

$32,741

$32,970

$33,203

61,200

62,424

63,672

64,946

66,245

67,570

68,920

70,300

71,705

—

—

50,000

—

—

—

—

55,000

—

Vacation

20,000

20,000

20,000

20,000

20,000

15,000

15,000

15,000

15,000

Health Care

29,492

25,786

27,076

23,616

22,871

24,015

25,215

26,475

27,800

Taxes

16,306

21,624

21,337

20,334

20,015

26,850

36,413

43,024

42,327

TOTAL

$158,454

$161,494

$213,952

$160,975

$161,426

$165,950

$178,289

$242,769

$190,035

–$125,186

–$177,387

–$124,148

–$124,331

–$115,512

–$87,315

–$150,445

–$96,334

Pension
TOTAL

Expenses and Taxes
Housing Expenses
Living Expenses
Autos

Difference/Withdrawals
Income minus expenses –$145,095

Federal taxes based on current tax code and rates reverting to pre-2018 levels in 2026. State tax rate of 3.75%. Mortgage has a balance of $161,000, 4.5% rate, $1,773 principal and interest payment.
—Paid off in year 2030. SOURCE: Dana Anspach, Founder and CEO, Sensible Money, LLC
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gradually rises to 67 for
younger people.) “That
makes it one of the lowestrisk investments out there,”
says Rhian Horgan, a former managing director at
J.P. Morgan and founder
of Silvur, a retirementplanning app for people
older than 50.
Because of the delayedretirement credits, there’s
a powerful argument for
postponing benefits even
if inflation is zero, says
Harold Evensky, a certified
financial planner and chairman of Evensky & Katz/
Foldes Financial. When
inflation is rising, delaying
benefits is even more advantageous because costof-living adjustments start
increasing your benefits
at age 62, even if you don’t
claim them. If you can afford to wait until age 70
to claim, you’ll get a double
benefit: the annual 8%
delayed-retirement credits,
plus the compounded increase from each year’s
cost-of-living adjustment
(when there is one). “The
more you defer, the more
money you have that’s
inflation-adjusted,” says
Jamie Hopkins, managing
partner for Carson Group,
a wealth management firm.
Advocates for seniors say
the annual Social Security
COLA is inadequate because it fails to reflect the
disproportionate amount
seniors spend on health
care, which typically rises
faster than the overall inflation rate. Even with that
caveat, you’d have to look
long and hard to find an
affordable investment that
provides an equivalent costof-living increase.

Help Wanted

The Safety Net of a Part-Time Job
One way to get over your fears of running out of money is to generate extra income in retirement.
And one of the most effective ways to accomplish this goal is to find a part-time job. At a time
when many companies are struggling to fill positions, it’s easier than ever to find something that
will supplement your retirement income.
If you retire before age 65, when you qualify for Medicare, a part-time job that provides health
care benefits is particularly valuable, says Rhian Horgan, a former managing director at J.P. Morgan
and founder of Silvur, a retirement-planning app for people over 50. The Affordable Care Act guarantees that anyone can buy health insurance at the ACA marketplace, but the law allows insurers
to charge higher rates for seniors. A plan that might cost a young person $300 a month could cost
$900 or more for someone who is 55 or older, Horgan says. The American Rescue Plan, which was
signed into law in March, will cut premiums in half for many seniors (and eliminate them entirely
for those with low incomes), but unless Congress extends them, the subsidies will expire in 2022.
Even if your part-time job doesn’t come with health insurance, the extra income will help you pay
for insurance, reducing the need to take money out of your savings. And if working as a barista or
ballpark beer vendor doesn’t appeal to you, there are plenty of gig opportunities for older professionals. Examples include FlexProfessionals, which finds part-time jobs for accountants, sales
representatives and others for $25 to $40 an hour, and Wahve, which finds work-at-home jobs for
experienced workers in accounting, insurance and human resources (pay varies by experience).
If you’re tired of working, there are other ways to generate extra income in retirement. Seniors
who own a vacation home can rent it out when they’re not using it. And if you rent your property
for 14 days or less during the year, you don’t have to report the income on your tax return.
10/2021
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The promise of higher
Social Security benefits
after age 70 could provide
you with the confidence to
spend funds from your IRAs
and other sources, during
your early years of retirement. And even if you’re

convinced you won’t live
past your break-even age—
the point at which you
would come out ahead by
delaying Social Security
benefits (about 79 for most
people)—postponing your
claim could provide protec-

tions for your spouse, especially if he or she is the
lower earner. A surviving
spouse who is at least full
retirement age can receive
100% of the deceased
spouse’s benefit, so delaying
benefits will increase the

amount of money your
spouse will receive after
you’re gone.
LOWER TAXES
ON YOUR SAVINGS

When calculating your
retirement budget, it’s

Annuities

Tools for Generating Guaranteed Income
Most annuities offer the potential for guaranteed income in retirement and could provide higher returns than traditional fixedincome investments. For example, if you
purchase an annuity with a guaranteed lifetime withdrawal benefit rider, you’ll receive
a guaranteed payout each year for the rest
of your life—or, depending on the rider, for
the rest of your life and your spouse’s life—
even if the account balance falls to zero.
Here’s a rundown on different types of annuities, along with their advantages and drawbacks. (For more information, see kiplinger
.com/kpf/indexedannuities.)
Single-premium immediate annuity. Also
known as an immediate annuity. You typically give an insurance company a lump sum
in exchange for monthly payments for the
rest of your life, or a specified period.
PROS: It’s easy to compare payouts from
these products at websites such as www
.immediateannuities.com. You can find a
monthly payment that covers your fixed
expenses, such as your mortgage.
CONS: With some exceptions, you can’t access the money you invested for unexpected
costs, which is why most planners recommend investing no more than 25% to 30%
of your savings in an annuity. And unless you
buy an inflation rider—which will reduce your
payouts—inflation will erode the value of
your monthly payments over time.
Deferred-income annuity. In exchange
for a lump sum (or multiple purchases), an
insurance company will provide you with
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guaranteed payments when you reach a
certain age. For example, a 65-year-old man
who invests $100,000 in a deferred annuity
that starts payments when he turns 80
would receive about $1,568 a month, according to www.immediateannuities.com.
PROS: These are much less expensive than
immediate annuities. By locking in a guaranteed monthly payment for your later years,
you may feel more comfortable spending
during the early years of retirement.
CONS: If you die before payments start, you—
and in most cases, your heirs—receive nothing from your investment. You also need to
make sure the insurance company will be
around when your payments start. You can
check an insurance company’s financial
strength at A.M. Best (www.ambest.com),
a credit rating agency.
Multi-year guaranteed annuity. Provides
a fixed rate of return over a specific period
of time (typically three to seven years).
PROS: They typically pay a higher yield than
certificates of deposit. Currently, five-year
fixed-rate annuities have yields that range
from 2% to 2.5%, compared with an average of 0.32% for a five-year CD.
CONS: Most multi-year guaranteed annuities
come with surrender charges of up to 15% if
you withdraw the money before a specified
period of time. If you need funds before the
surrender period expires, you could lose
money on your investment.
Fixed-index annuity. Your returns are linked
to a specific index, such as the S&P 500.

PROS: Depending on how the market performs, you could earn more than you would
receive from a multi-year guaranteed annuity, and your investment is protected
against losses.
CONS: There’s a limit on how much you can
earn, even when the market is going gangbusters. For example, if your contract has
a cap of 6% over a specific period of time,
you’ll earn a maximum 6% rate of return,
even if the S&P 500 index soars 25% during
that same period.

Buffered annuity. A buffered annuity has
a floor, or buffer, that limits how much you
can lose.
PROS: Buffered annuities offer the potential
for you to earn higher returns on the upside
but limit losses on the downside. For example, if the annuity has a buffer of 10% and
the index it’s linked to falls 4%, you lose
nothing.
CONS: You can still lose money. And like other
types of indexed annuities, these products
are sometimes loaded with fees that will
depress investment returns.
Variable annuity. A type of deferred annuity that invests in mutual-fund-like subaccounts to create future income (usually
in retirement).
PROS: Earnings accumulate tax-deferred,
which is appealing to investors saving for
retirement who have already maxed out on
tax-deferred retirement plans.
CONS: Fees can be high, and you could lose
money on your investments.

Working to make retirement
clear for everyone.
Starting with you.
Let’s face it. Retirement can be confusing for just about everyone. At Jackson ®, we’re here to help clear things
up. Our range of annuity products help remove the uncertainty that complicates your retirement plans. Plus,
our easy-to-understand resources, award-winning customer call center,* and user-friendly website simplify
your entire experience. You can have confidence in your retirement with clarity from Jackson.

I TALK TO YOUR FINANCIAL PROFESSIONAL TO LEARN MORE.
Annuities are long-term, tax-deferred vehicles designed for retirement. Variable annuities involve risks and may lose
value. Earnings are taxable as ordinary income when distributed. Individuals may be subject to a 10% additional tax for
withdrawals before age 59½ unless an exception to the tax is met.
* SQM (Service Quality Measurement Group) Contact Center Awards Program for 2020.

Before investing, investors should carefully consider the investment objectives, risks, charges, and expenses of the variable
annuity and its underlying investment options. The current contract prospectus and underlying fund prospectuses, which are
contained in the same document, provide this and other important information. Please contact your financial professional
or the Company to obtain the prospectuses. Please read the prospectuses carefully before investing or sending money.
Annuities are issued by Jackson National Life Insurance Company (Home Office: Lansing, Michigan) and in New York by Jackson National Life Insurance Company of New York
(Home Office: Purchase, New York). Variable annuities are distributed by Jackson National Life Distributors LLC, member FINRA. These products have limitations and restrictions.
Contact Jackson for more information.
Jackson® is the marketing name for Jackson Financial Inc., Jackson National Life Insurance Company®, and Jackson National Life Insurance Company of New York®.
CMC25777CAD 08/21

Not FDIC/NCUA insured • May lose value • Not bank/CU guaranteed
Not a deposit • Not insured by any federal agency
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critical to include an
expense line for taxes,
because a sig nificant
portion of your retirement
savings will go to Uncle
Sam. If most of your savings
is in tax-deferred accounts,
such as IRAs and former
employers’ 401(k) plans,
taxes could consume more
than one-third of your
withdrawals.
Even if you don’t need
the money, you must start
required minimum distributions from your taxdeferred accounts when
you turn 72. These RMDs
will be based on the total
amount of money you have
in all of your accounts at
the end of the year, divided
by a factor from IRS lifeexpectancy tables. The
withdrawals will be taxed
at your ordinary income tax
rate; they could also trigger
higher taxes on your Social
Security benefits and higher
Medicare premiums.
Legislation pending in
Congress would change the
60
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age for taking required minimum distributions from
72 to 73 on January 1, 2022,
and gradually increase the
RMD age to 75 by 2032.
But while some seniors
may welcome more time
for their investments to
grow, delaying RMDs won’t
necessarily lower your tax
bill. That’s because the
eventual RMDs will be
based on a larger balance,
which increases the size of
your taxable withdrawals
and could push you into a
higher tax bracket.
For that reason, some
financial planners recommend taking withdrawals
from your tax-deferred
accounts well before RMDs
kick in. By taking carefully
curated withdrawals early
in retirement, you’ll reduce
the balance when you start
taking RMDs, resulting in
a smaller tax bill. You can
use the money to pay some
of your living expenses,
which will allow you to delay filing for Social Security.

Other strategies to lower
your RMDs:
Convert some of your IRAs or
other tax-deferred accounts to
a Roth IRA. You’ll have to pay

federal and state taxes on
any amount you convert,
but once the money is in a
Roth, withdrawals are taxfree, and Roths aren’t subject to RMDs. If you leave a
Roth IRA to your children,
they’ll be required to withdraw the money in 10 years,
but they won’t pay taxes on
the distributions.
Buy a deferred-income annuity.

You can invest up to 25% of
your IRA or 401(k) account
(or $130,000, whichever is
less) in a type of longevity
annuity known as a qualified
longevity annuity contract
(QLAC) without having to
take required minimum distributions when you turn
72. You won’t avoid taxes on
the money forever. The taxable portion of the money
you used will still be taxed

when you start receiving income from the annuity. But
the tax bite will be delayed
if you postpone receiving
income from the QLAC
until you’re in your mid
seventies or eighties.
Donate some of your IRA to
charity. Retirees who are

70½ or older can donate
up to $100,000 a year from
their IRAs to charity. A
qualified charitable distribution, or QCD, can count
toward your required minimum distribution. A QCD
isn’t deductible, but it will
reduce your adjusted gross
income (AGI), which can
lower your taxes on items
tied to your adjusted gross
income, such as Social Security benefits and Medicare premiums. You can’t
make a QCD to a donoradvised fund or private
foundation, so make sure
the charity is eligible before
you transfer the funds. Q
YOU CAN CONTACT THE AUTHOR AT
SANDRA_BLOCK@KIPLINGER.COM.
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A KIPLINGER – PERSONAL CAPITAL POLL

The Pandemic Is Reshaping Retirement
Inflation tops health care costs as the top concern, and many preretirees are boosting their saving rate.

T

outlook has not changed since early 2020, even after a sudden but
short-lived bear market that was followed by stocks scaling to new
heights. But more than one-fifth say they have become more risk
averse after seeing how quickly the market can change. Only 13%
report feeling more bullish about stocks.
Higher-income investors ($200,000+) were almost three times
more likely than less-affluent investors to say they became increasingly bullish in 2020 and added stocks to their portfolio. They were also
more likely to report a “significant” increase in the value of their portfolio during the pandemic compared with investors who have lower
income. The asset allocation of investors remains conservative across
genders and ages and regardless of whether investors are retired or
not. On average, portfolios were made up of 35% stocks, 26% cash,
15% bonds, 9% real estate and 15% other. (We’ve included highlights
from the poll here. Figures are medians unless otherwise indicated.)

he pandemic has altered retirement plans for some Americans,
and inflation has emerged as a top concern, according to a new
national poll of retirees and near-retirees by Kiplinger and wealth
management firm Personal Capital.
One-third of respondents in the poll say the pandemic has convinced
them that they will need a bigger nest egg for retirement. And 36%
believe it has lowered their current (or anticipated) standard of living.
Nevertheless, most respondents say they are still confident that they
will have enough income to live comfortably throughout retirement.
Among those who are planning to retire within the next five years,
more than four out of 10 have already started saving more. Nearly onefourth have delayed their retirement date, and a similar percentage say
they now plan to work part-time in retirement.
Investors have largely stayed the course since early 2020, despite
a volatile stock market. Most respondents (63%) say their investment

Has the pandemic changed your
current or anticipated standard
of living in retirement?

Yes,
signiﬁcantly
for the worse

Yes, but only
lowered it
slightly

Yes, my (our)
standard of
living will
likely be
better than
anticipated

27%
9%

Has financial turmoil during the
pandemic changed how much
money you think you’ll need to
retire comfortably?#
Yes, I think I’ll need
a larger nest egg

Yes,
I anticipate
needing
less

33%
9%

6%

What actions do you plan to
take in the next few years to
achieve a bigger nest egg?*†

62%
Cut spending

41%
Boost savings

32%
Take a part-time job to boost income

25%
Boost investments

58%

59%

No, my (our) anticipated
standard of living
remains the same

It hasn’t changed;
I’m on target with
savings

21%
Delay retirement, work longer

14%
Adopt a more conservative
withdrawal rate from savings

METHODOLOGY The poll, conducted by Qualtrics in late June, surveyed a national sampling of 772 people age 40 and older (median age 67)
who are fully or partially retired or who are planning to retire within the next five years. They had a net worth of at least $100,000, and the
median household net worth (excluding primary residence) was $422,066. The respondents were equally divided between men and women.
#Percentages do not add up to 100% due to rounding. *Among respondents who say they’ll need a larger nest egg. †Respondents were asked to select all answers that apply.
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What impact has the pandemic had on your retirement planning?
(Respondents were within five years of retirement.)†

41%

I am saving more

It made me more risk
averse after seeing how
quickly the market can
change

23%

I am saving less

How did the brief 2020 bear market
and the stock market’s return to new
highs affect your investing outlook?

24%

I have delayed my retirement date

22%

13%

24%

I plan to work part-time in retirement

Rate your top financial/economic concerns (the following were rated
“very/somewhat concerned”).

It had no
impact on
my investing
outlook

63%
77%

Rising inﬂation

74%

Cost of health care

71%

The ﬁnancial strength of Social Security

62%

A recession within the next year or two

Have you changed your portfolio’s
asset allocation (mix of stocks, bonds
and cash) during the pandemic?
Yes,
I added
more
stocks

67%

The ﬁnancial strength of Medicare

Yes, I added
more bonds

13%

9%

Yes, I added
to my cash
holdings

9%

56%

Paying for long-term care

49%

Another bear market and stock market volatility

33%

Spend more on travel, hobbies or other interests

26%

Reduce spending

22%

Simplify finances

What is the current asset allocation
for your investment portfolio or
retirement accounts?
Cash

21%

Monitor my investments more frequently

Real
estate

26%

20%

Invest more
Pay down debt (other than a mortgage)

18%

No, I kept
my asset
allocation
the same

69%

What are your top financial goals for the next 12 months?

Pay off or pay down a mortgage

It made me more
bullish and more
comfortable
investing
in stocks

Other

9%

Bonds

15%

15%

16%
35%

Spend more on family

15%

Stocks
10/2021
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Adam Shell

Check Out Your Stock’s
ESG Report Card
A sustainability report offers insights into progress toward
environmental, social and corporate governance goals.

THOUGH NOT EXACTLY PAGE-

turners, corporate sustainability reports are mustreads if you want to align
your investments with your
values. A sustainability report goes beyond traditional
financial numbers to highlight a company’s ESG goals
and practices, such as steps
taken to reduce carbon
emissions, close the gender
pay gap or boost the number
of minorities on the board.
The report also identifies
the ways that broad ESG
trends may impact a firm’s
long-term strategy and outlook, letting stakeholders
know the risks and opportunities around ESG, says
Maura Hodge, national
ESG assurance leader for
accounting firm KPMG.
“Readers should look to see
if the company has embedded ESG into its core business activity,” she says.
A firm’s ESG record has
emerged as a key input
when choosing investments.
U.S. asset managers now
manage more than $17 trillion using ESG strategies,
up 42% from the start
of 2018, according to the
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Forum for Sustainable and
Responsible Investment.
And investors are pressuring
firms to provide more data
and transparency around
ESG. Nine out of 10 S&P 500
companies now publish sustainability reports, up from
20% in 2011, according to
the Governance & Accountability Institute, a sustainability consulting firm.
Currently, sustainability
reports are published voluntarily and measure progress
on ESG goals based on standards and metrics developed by nonprofits and independent groups, such as
the Value Reporting Foundation, which oversees the
Sustainability Accounting
Standards Board (SASB).
The Global Reporting Initiative (GRI) and the Task
Force on Climate-Related
Financial Disclosures
(TCFD) are others.
These reports, however,
aren’t required or bound by
disclosure rules set by regulators such as the Securities
and Exchange Commission.
Thus, they lack the standardization (think clarity,
consistency and compara-

bility) found in accounting.
“What’s needed is standardized reporting, so that
you can compare Company
A to Company B,” says Louis
Coppola, executive vice
president and cofounder of
the G&A Institute. That’s
where the SEC is headed.
SEC chair Gary Gensler has
asked his staff to come up
with new rule recommendations for disclosures related to climate change and
human capital management,
and to consider rules that
would require fund sponsors to show the criteria
they’re using to market a
fund as “sustainable.” Lawmakers are also pushing for
fuller disclosure. In June,
the U.S. House of Representatives passed a bill that
requires public companies
to annually disclose certain
ESG metrics and address
how they affect their longterm business strategy.
For now, with regulations
and disclosure practices in
flux, investors can be susceptible to “greenwashing,”
which occurs when a company embellishes its ESG
profile. You should check to

see whether an independent
third party has audited a
company’s report to ensure
that its contents are credible, reliable and comparable
to peers, says KPMG’s
Hodge. Despite their potential shortcomings, however,
sustainability reports can
provide a lot of insight.
Here’s what to look for:
THE CEO LETTER

In the CEO letter, the chief
executive lays out the comILLUSTRATION BY KARA PYLE

pany’s long-term vision for
ESG goals. “The letter sets
the tone,” Coppola says.
“You can get a good idea of
what’s important and what
the company is focused on.”
In PepsiCo’s “2020 Sustainability Report,” for example,
CEO Ramon Laguarta
writes about the snack and
beverage company’s commitment to develop greenfriendly alternatives to
single-use packaging and to
work with farmers to make

sure acreage is farmed in a
sustainable, resilient way.
MATERIALITY SECTION

You’ll learn which ESG issues are most important to
a company’s core business
over the long term in this
section. It’s where the company narrows potentially
thousands of ESG issues to
a short list of the ones that
matter most and shares its
plan to mitigate ESG risks.
Risks differ by industry.

An oil firm faces different
challenges to its business
model than, say, an apparel
maker, says Carole Laible,
CEO of Domini Impact Investments. A Nike investor
would see less about carbon
emissions, for example, and
more about products designed in a way to extend
their useful life, materials
sourcing, supplier relations,
disclosure of factory locations and employee wages.
The materiality section
is often accompanied by a
matrix or plot chart that
lists issues the company
deems top priorities, with
topics shown in the top
right quadrant typically
the most important. In TD
Bank’s “2020 Environmental, Social and Governance
Report,” for example, the
bank ranks issues such as
data security and privacy,
sustainable finance, customer experience, talent attraction, and diversity and
inclusion as most material.
Readers who find themselves wondering whether
a report lacks credibility
should look for telltale signs
of greenwashing. Red flags
include reports that lack
a materiality assessment,
skimp on data and metrics
to measure success, or
aren’t audited by a third
party or benchmarked to
standards set by GRI, SASB
and TCFD.
HIGHLIGHTS SECTION

Typically found at the front
of the report, the highlights
provide a high-level overview that shows how a company is progressing toward
its ESG goals. In its “2020
Global Sustainability Report,” for example, financial

technology company FIS
reported that it increased
the percentage of U.S.
women in director-andabove leadership positions
by three percentage points
in the past year and reduced
its energy consumption by
23%. “Year-over-year data
is important to be able to
understand a company’s
risk-mitigation capabilities,”
Laible says. Similarly, if a
company devotes a full
chapter to a topic such as
“Managing a Sustainably
Focused Supply Chain,” as
FIS does, you can assume
it’s a top priority.
CONTENT INDEXES

Look for an index to help
you find information on the
things that you feel most
strongly about, such as a
company’s workforce diversity, anti-corruption practices or key risks. These index sections are often based
on disclosure standards
of groups such as GRI and
SASB and often provide
links to source materials
such as an annual report
or proxy filing. “They
are great navigational
tools,” says Coppola.
DATA TABLES

If you want to see the numbers or data points that
show, say, the precise percentage of Asian, Black,
Latino and white employees
at a company or the number
of hours devoted to worker
training, data tables typically located at the end of
the report will allow you
to cut right to the chase
and avoid having to comb
through the full report. ■
YOU CAN CONTACT THE AUTHOR AT ADAM_
SHELL@KIPLINGER.COM.

10/2021

KIPLINGER’S PERSONAL FINANCE

65

FUNDAMENTALS Commentary

MILLENNIAL MONEY

Rivan Stinson

Should You Invest in Crypto?
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dollar-cost-averaging strategy, meaning you invest your money in regular,
equal portions over time.
How to invest. Before you put any

money into cryptocurrencies, establish a core portfolio in line with your
investing goals. If you’re a young professional, that core will likely be funds
in your employer-sponsored 401(k),
or a traditional or Roth IRA. Next,
choose how to invest. Most big brokerage firms don’t allow account holders
to trade cryptocurrencies directly. But
you can invest in Grayscale Bitcoin
Trust (symbol GBTC, $36), an investment fund that holds bitcoin tokens.
Note the pricey 2% expense ratio,
compared with fractions of a percent
for, say, an S&P 500 exchange-traded
fund. And be mindful that the trust’s
shares can trade at a premium or discount to its underlying assets.
Another option is to go the fintech
route. Financial firm SoFi and broker
Robinhood allow account holders to
buy and sell various cryptocurrencies
through their smartphone apps. The
risk: Your crypto funds aren’t insured
by the FDIC or SIPC, meaning that if
the institution goes under, your funds
are gone for good.
Or open an account at one of the
cryptocurrency exchanges. Coinbase is the biggest, but Swan
Bitcoin, which Douglass
recommends, boasts
lower fees. Digital
assets at both firms
aren’t covered by
any kind of insurance,
but U.S. dollars in the
accounts are FDIC insured,
up to $250,000. ■
TO SHARE THIS COLUMN, PLEASE GO TO KIPLINGER
.COM/LINKS/MILLENNIALS. YOU CAN CONTACT THE
AUTHOR AT RIVAN_STINSON@KIPLINGER.COM.
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ocial media and crypto talk go
El Salvador recently adopted bitcoin
hand in hand for millennials. If
as a form of legal tender. “But the price
you’re like me and you spend a lot hasn’t followed the positive momenof time online, you’ll see that investing tum,” he says. Young people who put
in bitcoin, dogecoin and other coins is
some of their savings into bitcoin over
in vogue. According to a survey from
time will be ahead of the “big money”
NORC, a research arm of the Univerinvestors who Douglass believes will
sity of Chicago, more than one in 10
follow over the decade.
Americans invest in cryptocurrencies.
Douglass says his clients who invest
Crypto investors tend to be younger
in bitcoin have a conviction that block(38 years old, on average) and more
chain—the technology tracking crypto
diverse than traditional stock investors, transactions across a network of comand 61% started their crypto journey
puters—is revolutionary. But they’re
in the past 12 months. Of those who
not investing money they can’t afford
are still hesitant to dive in, 31% say
to lose, and their holdings are small,
they don’t know where to start. I’m
accounting for 1% to 5% of their overin that camp. I still do not fully underall portfolio. Successful investors in
stand crypto, but as I read tweets
bitcoin and other coins also employ a
about folks
becoming bitcoin rich, I’m
BEFORE YOU PUT
starting to
wonder if my
ANY MONEY INTO
hesitancy is
CRYPTOCURRENCIES,
costing me.
ESTABLISH A CORE
Anyone
PORTFOLIO IN
who thinks
they’ve
LINE WITH YOUR
missed the
INVESTING GOALS.
boat needs
to get one
thing straight:
You absolutely have not, says Isaiah
Douglass, a millennial and certified financial planner at Vincere Wealth, in
Indianapolis, who invests in bitcoin.
Bitcoin is a small piece of the global
investing pie in terms of market value
compared with heavy hitters in the
S&P 500 index. Currently, bitcoin is
collectively worth about $800 billion;
Apple, the biggest stock in the S&P 500,
is worth $2.4 trillion. Bitcoin still has
room to grow (prices as of August 6).
Bitcoin “isn’t a fad,” says Douglass.
He notes that there are bitcoin advocates in the U.S. Congress and that

BASICS

Think Twice About Applying for Credit
Credit card issuers are offering a lot of incentives, but your credit score could suffer.

AMERICANS PAID DOWN

ISTOCKPHOTO.COM

billions in credit card
debt during the pandemic,
with balances declining
17% in the first quarter of
2021 compared with a year
earlier, according to the
Federal Reserve Bank of
New York.
But now that the economy is recovering, credit
card issuers are eager to
entice new applicants with
flashy deals and sign-up
bonuses. For example, the
Chase Sapphire Preferred
Visa and the American
Express Platinum card are
offering up to 100,000 bonus
points for new cardholders.
While you might be inclined to take advantage
of these deals, some shortterm credit decisions could
lead to long-term damage to
your credit score. Whether
you’re applying for credit
for the first time or have an
established credit history,
it’s important to consider
how new lines of credit
could affect your ability
to obtain credit down the
road.
Existing credit history. If you
already have a credit history
and are looking to apply for
new credit, your biggest
consideration is timing. Applying for a credit card will
trigger a “hard inquiry” into
your credit report, and each
inquiry can lead to a two- to

five-point deduction in your
credit score.
For that reason, if
you’re looking to apply for an auto loan
or mortgage, hold
off on credit card
applications so
you can secure
the lowest interest rates possible.
Experts recommend avoiding
new applications
for at least six
months before applying for a mortgage; credit
expert John Ulzheimer,
author of The Smart Consumer’s Guide to Good Credit,
goes so far as to suggest a
year of “credit downtime.”
Even if you’re not taking
out a significant loan soon,
there are other timing considerations that come into
play. Credit expert Gerri
Detweiler, author of The
Ultimate Credit Handbook,
explains that although
multiple mortgage and auto
loan inquiries in the same
time period (about 14 to 45
days) are often grouped together in your credit report
and won’t hurt your score,
that’s not the case for credit
cards. Because each individual hard inquiry will impact
your credit score, Beverly
Harzog, author of The Debt
Escape Plan, suggests waiting four to six months between new applications.

In addition, applying
for multiple credit cards to
reap the benefits of rewards
or sign-up bonuses—a practice known as credit card
stacking—could backfire.
Credit card companies are
aware of this practice and
may deny your application
if they think you’re trying
to stockpile rewards.
No credit history, no deal.

If you don’t have a credit
history—you’re a college
student, for example, or
a recent graduate—you’re
unlikely to be approved for
most of these credit card
offers. Instead, work on
developing a good credit
history so you’ll qualify for
low rates and generous incentives in the future. Many

major credit card issuers
offer student credit cards,
which have lower credit
limits and student-friendly
rewards to help new users
develop a responsible credit
history. Another alternative
is a secured credit card.
With this option, you put
down an initial deposit
(usually $300 to $500) that
serves as your credit limit.
As you build credit, you can
switch to a traditional unsecured credit card with a
higher limit.
Whichever option you
choose, paying off your
balance every month will
ensure you remain creditworthy and prevent you
from accumulating debt you
can’t repay. MICHAEL KORSH
Michael_Korsh@kiplinger.com
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Complain and
Get Results
Use these tried-and-true strategies to get companies to listen to you.
BY EMMA PATCH
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In 2019, Terry Smith, of Jacksonville, Fla., traded
in his 2019 Corvette Grand Sport for a samemodel-year Chevrolet Silverado pickup. But
shortly after he purchased the truck, it started
running rough, and certain parts needed immediate replacement. It had transmission, climate
control and traction issues, says Smith. He
reached out to a friend—a lawyer—who advised
him to complain to General Motors before pursuing legal action (see the box on page 71 for
details on lemon laws).
Smith called GM and described the truck’s
problems. He told the company that he could
pursue legal action but would rather not. GM
agreed to take a look at the truck but found that
it was operating as designed. Even so, Smith’s
lawyer friend advised him to call again and be
persistent. After three months of calling and
complaining, GM agreed to pay him $5,000.
This past May, after prices for used cars
and trucks spiked, Smith decided to sell the
Silverado. He had it appraised by CarMax, which
offered him $1,000 more than he had initially
paid for it. “In the end, I essentially got paid to
drive it for a year and a half,” says Smith.
Dealing with a defective product or bad
service can be frustrating. But by using timetested strategies for complaining effectively,
you’ll have a good chance of getting satisfaction. Above all, remain calm and be polite—
and be prepared to be persistent. Confronting
a business can be time-consuming and often
takes patience.
ILLUSTRATIONS BY MARTIN TOGNOLA
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KEEP YOUR COOL

Before you pick up the phone or go
online, take some time to prepare your
case. And whenever you need to make
a complaint, first take your emotions
out of the conversation. Essentially,
be nice, says customer service consultant Barbara Khozam. That’s because
an angry customer may put a customer
service rep on the defensive.
The more precisely you can describe the details of your situation,
the more likely you are to get results,
says Khozam. But while it is important
to provide context and give the whole
picture, be careful not to overwhelm
the company with unnecessary information. “Make sure that when you
submit a complaint, you only mention
the facts,” says Michaela McDonald,
a certified financial planner in New
York City. If you purchased a faulty
product, take pictures and attach them
to an e-mail or social media post. If
you’re complaining about a service,
it may be worthwhile to review the
service description and point out what
was left out or altered in your case,
says McDonald. You could even copy
and paste the service description into
your message to the company.
Also, if you have called a company
repeatedly about inept service and
been ignored, explain how many times
you have called and when. If you are
a loyal customer, you might also mention how long you have been patronizing the company and what you like
about the business.
AIM FOR THE TOP

In any event, speaking with a human
is often your best bet. So if you don’t
get results by submitting an online
form or using an automated online
chat system or an automated attendant
via phone, see if you can reach a customer service representative. Sometimes, that’s not easy—phone menus
and websites may not provide a way
to reach a representative directly—and
you may have to look outside of the
company’s resources to find out how
to get in touch with an actual person.
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Doing a little of your own research
may go a long way. Try visiting www
.gethuman.com, which has phone
numbers and shortcuts for how to
reach a real person at a number of
companies. You can also often find
the names and contact information of
company CEOs and C-suite employees
via LinkedIn or at websites such as
www.ceoemail.com.
An owner or manager is more likely
to be able to help you than most other
company employees, says Khozam.
“And if you communicate your situation in a calm and detailed manner,
an owner or a manager can likely do
something,” she says.
Social media’s role in consumer
complaints has grown substantially
in recent years. “Reviews on social
media can make or break a business,”
says Khozam, and a good business
with a good owner will be on top of
its social media presence. Sometimes
a company will even have someone

reviewing its social media. But while
leaving a review online or commenting on a business’s social media page
may be an effective way to get their
attention quickly, Khozam recommends using social media as a last
resort.
Contacting a consumer agency or
government bureau can help. But be
sure you understand its role; some
organizations mediate between the
consumer and the business, while
others simply collect complaints to
detect patterns. In many cases, the
Better Business Bureau (www.bbb
.org) will forward your complaint to
a company and work with both parties to resolve the problem. For a list
of groups that may help you out—as
well as sample letters and more tips
on effective complaining—go to www
.consumer-action.org, click on “Publications” near the top of the page
and select “Consumer Rights” in the
category listing. Then download the

KipTip

“How to Complain” manual, which is
available in three languages.
If your bank or any kind of financial
service provider makes a mistake at
your expense, you could file a complaint with the Consumer Financial
Protection Bureau. The CFPB has
processed more than half a million
complaints from consumers this past
year, says Scott Steckel, stakeholder
engagement program manager for
consumer response at the CFPB. The
most common complaints recently
have been issues with credit reporting,
debt collection, or checking and savings accounts. But the CFPB sees
“the whole waterfall of consumer
complaints in consumer financial
services,” Steckel says. You can reach
out to the CFPB for help regarding
transactions with a bank or with a
broker, an insurer or any other financial service provider. The agency also
deals with problems with car loans
and payday loans.

If you have a complaint, file it at
the CFPB website (www.consumer
finance.gov) or by phone (855-4112372) in more than 180 languages.
You can also write a letter or send
a fax. Ultimately, each complaint is
assigned a case number and put into
the Consumer Complaint Database,
a searchable resource available to
the public and updated nightly.
The vast majority of complaints
come via the agency website, says
Steckel. Identify the product or service, state the issue that you have
with it, name the financial company
and express your desired resolution,
and the CFPB will ensure that the
company contacts you within 15 days.
You must also certify that your complaint is true and correct, but you don’t
have to reach out to the company first.
“We say always try to go to the company first, but it’s not required,” says
Steckel. “If you have an issue with a
financial product or service, then we
are here for you,” he says.
KEEP EXPECTATIONS IN CHECK

Consider some preventive strategies
to avoid disappointment. One is the
24-hour rule, says McDonald. If you
are thinking about making a major
purchase, give yourself at least 24
hours to think it over. If you have time
to do research, read consumer reviews
and check out a company before you
patronize it. The Better Business Bureau’s website has reviews and complaints about member businesses. You
can also share your complaint about a
company on its public BBB complaints
page; many companies will respond
and engage with consumers there.
Simply search for the company on the
BBB website, select its page, scroll to
the section labeled “Customer Complaints” and click “File a Complaint”
to write a complaint of your own.
You’ll also be able to see whether other
consumers have had similar issues and
how the company responded to those
complaints. Q

Your Rights
When You
Buy a Lemon
If you recently purchased a new or used
car that has not met your expectations,
you may have legal options. “Lemon
laws,” which protect buyers of so-called
lemon cars, vary by state. State lemon
laws generally refer to a lemon as a
vehicle purchased or leased recently
(usually within the past year or two)
with defects that the manufacturer or
dealer cannot correct within a reasonable amount of time.
All 50 states have some kind of new
car lemon law. Under most state laws
you are entitled to a full refund for a
new car that qualifies as a lemon.
Six states—Hawaii, Massachusetts,
Minnesota, New Jersey, New York and
Rhode Island—have used car lemon laws
as well. The laws have multiple vehicle
classifications for coverage, meaning
any compensation depends on the age
of the vehicle and how many miles it has
been driven.
Seven other states have certain protections for used vehicle buyers. Arizona
and New Mexico require used car dealers
to provide a warranty for a minimum of
the first 15 days following the sale or the
first 500 miles. Connecticut and Nevada
also require some form of warranty,
with various limitations. In Maine, a vehicle must first pass a safety inspection.
And in Pennsylvania and Illinois, dealers
have limitations on the flexibility of
the warranty they provide for used cars.
A federal law also ensures that manufacturers honor their warranties; if
your state’s lemon law doesn’t provide
enough protection, then you’re able to
pursue relief through the MagnussonMoss Warranty Act.
You can review detailed information
on lemon laws for every state at the
Better Business Bureau’s Auto Line
(https://bbbprograms.org/programs/
all-programs/bbb-autoline/lemonlaws-by-state).

YOU CAN CONTACT THE AUTHOR AT EMMA_PATCH@
KIPLINGER.COM.
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MAKING IT WORK

The Pandemic Pet Problem
This vet used telemedicine and other creative ways to handle a surge of new cat and dog patients.

PROFILE
WHO: Lisa Mariko Gretebeck, age 33
WHAT: Veterinarian at animal hospital
WHERE: Alexandria, Va.
The pandemic pushed pet adoptions to
new records. How has that impacted your
work? The good side is that we’ve been very
busy with a lot of pet owners. The bad side is
that if the caseload goes up, sometimes it can
compromise the quality of care we can provide. Quite a few times the caseload was
just too high, and we went into something called limited admission status
(L.A.S.) in the veterinary world. I would
call other hospitals to see if they could take
patients from us, but usually by then all the
other clinics were also overwhelmed.
How did that affect the care you gave?
Different doctors practice medicine differently. But for me, especially with emergency patients—they’re usually pretty
sick, serious patients that come in—I like
to do follow-ups directly with the owners
to make sure their dogs or cats are doing
okay. But it was so busy that I had to pick and
choose which clients I was following up with.
And hand in hand with that are long hours
and all the medical records that you need to
write when it’s literally case after case after
case, nonstop.
How did it go early in the pandemic? We
were doing more communicating over the
phone, like telehealth. We would bring only
the animals in, examine them, and then call
the owners. I actually spent the beginning of
2020 in Japan with my husband, who works
for the U.S. State Department. When I was
there, I worked for a telehealth company
called AirVet, seeing the overnight cases
in the U.S. We moved to Japan just before
COVID, and at that time, it was not a very busy
job at all. But when COVID hit, many owners
took advantage of it. The longer I did that, it
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really told me that telehealth has the potential to grow.
What kind of problems were you seeing
with the new owners? We’ve had a lot of
first-time pet owners come in saying, “There’s
a problem with my dog. It’s just peeing everywhere!” They don’t know how to communicate with their pets. It’s not so much neglect;
it’s more ignorance. And during COVID I was
discussing finances with a lot of owners, because many people lost their jobs or could
barely pay their rent to stay in their homes.
So if they were coming to the hospital and
paying more than a hundred dollars just
to talk to a doctor, I thought it was really
important to change my way of speaking
about finances. I became very blunt
about how much it cost and how to
manage it.
Why do you think so
many people adopted pets during
the pandemic?
I think with stayat-home orders
and quarantining,
there are a lot of feelings of isolation. I think that has made humans
feel very anxious and lonely. Pets
have this ability to provide companionship and comfort. They can actually
provide people with therapy and give them
more confidence and a sense of purpose. The
other thing I think is that people have just
generally had more time—people who were
always saying, “I want a dog, but I just don’t
have time” were suddenly able to telework,
which gave them the ability to raise a puppy.
I think that pet ownership generally will continue to increase. And I think that owners will
likely be taking advantage of telehealth appointments, and vets should be encouraging
of that. Telemedicine gives opportunities to
triage cases that don’t need to come in immediately. We can better prioritize. EMMA PATCH
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