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See page 46 for important information. (0000-0000)

Dear Client,

Many people assume they’ll be in a lower tax bracket in retirement than they are today, but the 
speed with which the Tax Cuts and Jobs Act of 2017 was passed demonstrates just how quickly 
tax laws can change. One way to manage this uncertainty is to spread your savings across accounts 
with different tax treatments, a strategy known as tax diversification. Turn to page 26 to learn more.

Of course, the very idea of retirement is changing, with many viewing it not as an end to work but 
rather an opportunity to take a step back or pursue other ambitions. No matter your vision, there is 
a lot to consider about earning a paycheck in retirement. Read more on page 30.

If you need help creating or reevaluating your retirement plan<<I/we/I>> encourage you to 
reach out to <<me/us/us>> at <<FC phone/FC phone or PC phone/877-297-1126>>. <<I/We/We>> 
welcome every opportunity to help you achieve your goals.

Sincerely,

<<FC name>>   <<PC name>>
<<FC title>>   <<PC title>>
<<FC phone>>   <<PC phone>>
<<FC email>>   <<PC email>>

<<IF CLIENT DOESN’T HAVE AN FC OR A PC, USE SIGNATURE BELOW>>

Terri Kallsen
Executive Vice President
Schwab Investor Services



S U M M E R  2 0 1 9   |    O N W A R D    |    1

CONTENTS Summer 2019

O N  T H E  C O V E R :  I L L U S T R AT I O N  B Y  TAT S U R O  K I U C H I

5 21 30 38

Onward (ISSN 2330-3514) is published quarterly.  
This publication is mailed at Standard A postal rates. ◆  

If you prefer not to receive Onward, please call  
877-908-0065. ◆ POSTMASTER: Send address changes 
to Onward, Charles Schwab & Co., Inc., P.O. Box 
982600, El Paso, TX 79998-2600. Onward does not 
assume any liability resulting from actions taken  
based on the information included in this magazine. 
Mention of a company or security does not constitute 
endorsement. Some contributors to Onward may  
have active positions in securities or companies 
discussed in this issue. MAG105674Q219-00

2 SCHWAB ORIGINALS 
Watch, learn and subscribe.

3 CEO’s NOTE 
Our multilayered approach to 
cybersecurity. 
By Walt Bettinger

THE BOTTOM LINE
5 Why waiting for a market  

rebound could cost you.

6 Putting recent stock market 
volatility in perspective.

8 Tax-advantaged savings 
accounts get a boost.

9 What to know about 
grandparent-owned 529s.

11 FAMILY MATTERS 
Is it better to give or lend?  
That is the question.

 
 

26 Power Up Your Tax Planning 
How tax diversification can give you 
greater control in retirement.

30 Going Back to Work in Retirement 
Pros, cons and other considerations.

34 Reducing Risk 
Playing defense in turbulent times.

38 Honor or Burden? 
Three questions to ask before 
becoming an executor or a trustee.

PERSPECTIVES
13  Why financial plans work. 

By Mark Riepe

16  Cracks in corporate debt? 
By Collin Martin

18  Four reasons to consider REITs. 
By Anthony Davidow

 

21  TRADING  
Minding your trades while  
on vacation.  
By Lee Bohl

 

24 THE BIG PICTURE 
 Not all stock market recoveries 

are created equal.

42  SPOTLIGHT 
Schwab Mobile app; travel  
notices; professionally  
managed portfolio solutions.

48  ON YOUR SIDE
 Managing market jolts. 

By Charles R. Schwab

DEPARTMENTS FEATURES



2    |    C H A R L E S  S C H W A B    |    S U M M E R  2 0 1 9

IL
L

U
S

T
R

A
T

IO
N

S
 B

Y
 M

A
R

T
IN

A
 P

A
U

K
O

V
A

Golf is built on tradition, but these  
visionaries challenged the status quo 
and changed the game forever. See 

The Challengers documentary series at 
schwabgolf.com.

From weekly webcasts to special events, 
Schwab Live offers timely advice and 

practical insights. Become a Schwab Live 
Insider at schwab.com/liveinsiders.

As seniors age, they become  
increasingly susceptible to scams and other 

forms of financial exploitation.  
For help keeping your loved ones safe, visit 

schwab.com/seniors.

SCHWAB ORIGINALS

Fixed income @kathyjones

International @jeffreykleintop

Markets and economy @lizannsonders

Personal finance @carrieschwab

Research @schwabresearch

Trading @randyafrederick

Watch

Subscribe Follow

Learn

0519-9GGD

Andy Gill
Executive Vice President,
Chief Marketing Officer

Joe Carberry
Senior Vice President,
Corporate Communications 

Greg Gable
Senior Vice President,  
Office of the Chairman 
 

Helen Loh
Senior Vice President,  
Digital, Product & Content 
Marketing 

Mason Reed
Senior Vice President,
Brand & Corporate  
Marketing Services

Mark W. Riepe, CFA®

Senior Vice President,  
Schwab Center  
for Financial Research

Leila Chism
Vice President,  
Media
 
Tamar Dorsey
Vice President,  
Brand Journalism

Chandra Stanley
Vice President,
Digital Marketing

Sara Smith
Editor in Chief

Jeremy Hartley
Managing Editor

Stacia Miller
Associate Managing  
Editor

Board of Advisors Editorial Staff



S U M M E R  2 0 1 9    |    O N W A R D    |    3

CEO’s NOTE

t used to be that storing your 
money under lock and key was 

an effective way of keeping thieves 
at bay. But with the rise of digital 
transactions—and the cybercriminals 
looking to exploit them—defending 
your money isn’t as straightforward as 
it once was.

At Schwab, we’re committed to 
helping you bolster your digital 
defenses. Our cybersecurity approach 
is multilayered, relying on both 

I

Walt Bettinger
President & CEO

Man Meets 
Machine
 
Schwab’s cybersecurity 
defenses layer humans and 
technology.

human and technological monitoring 
techniques to thwart would-be thieves 
and quickly address any issues that 
may arise.

One example is our automated 
alerts, which use advanced analytical 
systems to recognize account usage 
patterns, deter unauthorized access 
and notify you of suspicious activity 
right away. We also leverage biometric 
technologies that allow you to sign in 
to Schwab’s mobile app using your 
face or fingerprint, and offer voice ID 
to help confirm your identity when 
you call us.

And to give you added peace of 
mind, we offer the Schwab Security 
Guarantee: We will cover 100% of any 
losses in your Schwab accounts due to 
unauthorized activity. Learn more at 
schwab.com/guarantee.

Sincerely,

See page 46 
for important 
information.
(0519-96BJ)

For added 
peace of mind, 

we offer the 
Schwab Security 

Guarantee.



Did you know you’re 
eligible for Cards 
exclusively for 
Schwab clients?

Visit schwab.com/cards or call 
866-912-8258 to learn more about the

 Charles Schwab Cards from American Express. 

The Charles Schwab Cards from American Express are only avaliable to clients who maintain an eligible Schwab account.*

The Cards under this program are issued by an American Express bank and not Charles Schwab & Co., Inc. (“Schwab”). Schwab is the broker dealer subsidiary 
of The Charles Schwab Corporation. Brokerage products, including the Schwab One® brokerage account, are offered by Schwab, Member SIPC.

*The Platinum Card® from American Express exclusively for Charles Schwab and the Charles Schwab Investor Credit Card® from American Express are only 
available to you if you maintain an eligible account at Schwab (an “eligible account”). An eligible account means (1) a Schwab One® or Schwab General 
Brokerage Account held in your name or in the name of a revocable living trust where you are the grantor and trustee or (2) a Schwab Traditional, Roth, 
or Rollover IRA that is not managed by an independent investment advisor pursuant to a direct contractual relationship between you and such independent 
advisor. Eligibility is subject to change. American Express may cancel your Card Account and participation in this program if you do not maintain an 
eligible account. 

Charles Schwab & Co. Inc, 211 Main Street, San Francisco, CA 94105
©2019 Charles Schwab & Co., Inc. All rights reserved. Member SIPC. 
ADP94411Q219-00 (0518-86C3) (09/18)

Brokerage Products: Not FDIC Insured • No Bank Guarantee • May Lose Value
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Time Is Money
 

Why waiting for a market rebound  
could cost you.

here’s nothing like a stock market correction 
to scare off investors.

That was certainly the case late last year, when a 
series of stock market drops triggered panic selling at 
a record pace.1 But those who fled for the safety of cash 
may have done more harm than good. “The problem 

T
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tock market volatility returned 
with a vengeance in 2018. There 

were 15 days when the S&P 500® Index 
lost more than 2%—compared with 
zero in 2017. On the upside, stocks 
posted their biggest one-day gain in 
almost a decade on December 26.

While last year’s troughs and peaks 
may seem extreme, was 2018 really 
that volatile? “Not terribly,” says 
Randy Frederick, vice president of 
trading and derivatives at the Schwab 

SSwing 
Shift
Putting recent 
stock market 
volatility into 
perspective. 

Center for Financial Research. In fact, 
if you rank the past 20 years from most 
volatile to least, 2018 falls smack in the 
middle—and 2017 is dead last (see “20 
years of volatility—ranked,” below).

That said, “whether the market is 
more or less volatile than average is 
irrelevant for most investors,” says 
Mark Riepe, head of the Schwab 
Center for Financial Research. 
“Instead, you should be considering 
market conditions through the 

lens of your goals and reacting—or 
not—accordingly.”

If you have a large stake in the stock 
market and need to tap those assets 
soon, for example, increased volatility 
is a reminder that your portfolio should 
perhaps be adopting a more conserva-
tive stance. If, on the other hand, you’re 
in it for the long haul and retirement is 
still many years away, you should gen-
erally turn a deaf ear to market noise 
and stick to your long-term plan.

NEXT 
STEPS

Unsure if your portfolio is in line  
with your goals and risk 
tolerance? Visit schwab.com/
portfolioevaluation to learn  
how to benchmark your performance 
and check your asset allocation.

See page 46 for important information. 
◆ Investing involves risk, including loss of 
principal. (0519-9TL3)

The early bird gets the return
Waiting to jump back into the market even a month after it hits bottom  
can lead to significantly lower gains over time.

with selling when the market takes 
a dive is that by the time you act, the 
worst may already be behind you,” 
says Mark Riepe, head of the Schwab 
Center for Financial Research.

The risk here is double-edged: If you 
sell during a slump, you could lock in 
your losses. And if you’re sitting on 
the sidelines, you may also miss out. 
Analysts at the Schwab Center for 
Financial Research studied the five 
periods since 1970 when stocks—as 
measured by the S&P 500® Total 
Return Index—fell 20% or more. They 
found stocks generated their biggest 
gains in the first 12 months of the 
recovery, and that missing even the 
first month of gains after the market 
hit bottom led to substantially lower 
returns over time (see “The early bird 
gets the return,” above).

“As investors, we often wait to make 
sure it’s safe to go back in the water,” 
Mark says. “But the idea that you can 
simply wait for all the positive news to 
come out and still enjoy robust returns 
just isn’t true.”

Then again, it needn’t be an all-or-
nothing decision. “Consider putting 
even half your money back to work,” 
Mark says. “That way, you’re less likely 
to regret it whether the market goes up 
or down.”

1Chris Matthews and Sunny Oh, “Investors 
flee U.S. stock funds at record pace: Lipper,” 
marketwatch.com, 12/14/2018.

Source: Schwab Center for 
Financial Research. Rankings 
are based on the S&P 500 
Index’s historical volatility 
each year over the past 20 
years. Historical volatility is 
calculated by measuring the 
index’s annualized average 
deviation from the index’s 
average level during each of 
the years shown.

Source: Schwab Center for Financial Research and Morningstar. Data from 01/1970 through 12/2017. 
Market returns are represented by the S&P 500 Total Return Index, and cash returns are represented 
by the total returns of the Ibbotson U.S. 30-Day Treasury Bill Index. Cumulative returns are calculated 
using the simple average of returns from each period and scenario. Past performance is no guarantee 
of future results.

Cumulative returns following market bottom

Stayed fully invested  
through bear market

Moved investments into  
cash for 1 month

Moved investments into  
cash for 3 months

Moved investments into  
cash for 6 months

46%

29%

20%

13%

70%

46%

41%

32%

83%

57%

50%

42%

1 YEAR LATER 2 YEARS LATER 3 YEARS LATER

See page 46 for important 
information. ◆ Standard 
deviation is a statistical 
measure that calculates 
the degree to which returns 
have fluctuated over  
a given time period. A 
higher standard deviation 
indicates a higher level 
of variability in returns. 
(0519-9TK0)

20 years of volatility—ranked
While 2018 may have seemed volatile, it likely suffered from its proximity to the historic calm of 2017.

“The problem with 
selling when the 
market takes a dive  
is that by the  
time you act, the  
worst may already  
be behind you.”

1st
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3rd
2002

5th
2000

6th
2001

7th
1999

9th
2003

11th
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2004
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2005

19th
2006
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2009
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2011
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2010

10th
2018
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2015
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2016
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2012

15th
2014

17th
2013

20th
2017
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THE BOT TOM LINE

Want to contribute to your  
IRA for 2019? Log in to  
schwab.com/contribute today.

NEXT 
STEPS

See page 46 for important information.
◆ This information does not constitute  
and is not intended to be a substitute for  
specific individualized tax, legal, or  
investment planning advice. Where specific 
advice is necessary or appropriate,  
Schwab recommends consultation with a 
qualified tax advisor, CPA, financial planner,  
or investment manager. (0519-9TFY)

Take It  
to the Limit
You can now contribute 
more to your tax-advantaged 
savings accounts.

re you saving enough for retire-
ment? If you don’t regularly 

increase your contribution amounts, 
you may not be.

“When you save the same amount 
year after year, your savings rate 
actually decreases over time due to 
inflation,” says Hayden Adams, CPA 
and director of tax and financial 
planning at the Schwab Center for 
Financial Research. “Fortunately, 
contribution limits for tax-advantaged 
accounts increase periodically, which 
can help preserve your purchasing 
power down the road—provided you 
take advantage of them.”

To the right you’ll find the 2019 
contribution limits for a variety of 
popular savings accounts and brief 
explanations of how contributions to 
each can affect your tax bill.

2019
contribution
limits

$19,000  
($25,000 if age 50+)1

Individuals: $3,500 
($4,500 if age 55+)

Families: $7,000 
($8,000 if age 55+)

$6,000  
($7,000 if age 50+)2

$13,000  
($16,000 if age 50+)4

$6,000  
($7,000 if age 50+)

401(k),  
403(b) and 
457 plans

Health 
savings 
accounts

Roth 
individual 
retirement 
accounts 
(IRAs)

SIMPLE 
401(k)s  
and SIMPLE 
IRAs

Traditional 
IRAs

Increase 
from 2018

$500

$50

$100

$500

$500

$500

Tax implications

Contributions reduce 
your taxable income 
dollar for dollar up to 
the annual limits.

Contributions reduce 
your taxable income 
dollar for dollar up to 
the annual limits.

Contributions do not 
reduce your taxable 
income, but distribu-
tions in retirement are 
completely tax-free.3

Contributions reduce 
your taxable income 
dollar for dollar up to 
the annual limits.

Contributions reduce 
your taxable income, so 
long as your modified 
adjusted gross income 
doesn’t exceed certain 
limits. Your deduction 
may be reduced if you  
or your spouse partic-
ipates in a workplace 
retirement plan.5

A

1For individuals who participate in multiple 
workplace retirement plans, the aggregate total 
contributions cannot exceed these amounts. |  
2Single filers must have a modified adjusted 
gross income under $137,000 to contribute to a 
Roth IRA, and contributions are reduced starting 
at $122,000. For those married and filing jointly, 
the figures are $203,000 and $193,000. | 3Account 
holder must be age 59½ or older and have 
owned the account for at least five years in order 
to qualify for tax-free income distributions. | 
4See footnote 1. | 5For full details, see  
irs.gov/retirement-plans/ira-deduction-limits.
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Ready to start saving for college?  
Learn about Schwab’s 529 Savings Plan  
at schwab.com/529.

NEXT 
STEPS

hen a grandchild arrives, 
grandparents are often eager to 

help out financially. At the same time, 
parents facing a whole host of new 
expenses may find it difficult to prior-
itize college—which, like retirement, 
benefits greatly from early action. In 
such instances, a grandparent-owned 
529 college savings plan can be just 
what the doctor ordered.

Assets in state-sponsored 529s grow 
tax-deferred, and withdrawals are 

exempt from federal taxes when used 
for qualified education expenses.

“Every dollar saved is one your 
grandchild won’t have to borrow,” 
says Robert Aruldoss, a senior research 
analyst at the Schwab Center for 
Financial Research. “And you may get a 
tax deduction to boot.” That’s because 
34 states and the District of Columbia 
offer a full or partial tax credit or 
deduction for in-state contributions to 
their 529 plans, and seven states offer 
a full or partial tax deduction to any 
state’s plan.1

Not only that, but grandparent- 
owned 529 assets aren’t factored in 
to the Free Application for Federal 
Student Aid (FAFSA®), which helps 
determine eligibility for grants, 
work-study programs and loans. With 
parent-owned 529s, on the other hand, 
5.64% of assets are counted.2

One potential downside is that 
once a distribution from a nonparent- 
owned 529 plan is made, up to 50% of 
those funds may be counted as income 
on a student’s future financial aid appli-
cations. However, federal financial aid 
calculations count such distributions 
only from the “prior-prior year”—that 
is, two tax years before the funds were 
distributed. Hence, delaying distribu-
tions from nonparent-owned accounts 
until the final two years of a child’s 
college career can help sidestep this 
potential pitfall.

“Some families use parent-owned 
accounts to help pay for the early years 
of college and save distributions from 
grandparent-owned accounts for the 
final years,” Robert says. “The point 
is, if you time it right, you can help a 
grandchild pay for college without 
affecting financial aid eligibility.”

1For a complete list of deductibility by state, see 
finaid.org/savings/state529deductions.phtml. | 
2Assets and income may be excluded from  
calculations if below certain thresholds. For 
more details, see studentaid.ed.gov.

WThe Gift  
of Education
Opening a 529 plan on a 
grandchild’s behalf can be  
a boon come college— 
so long as you wisely 
manage the distributions.

See page 46 for important information. ◆ Investors should consider, before investing, 
whether the investor’s or designated beneficiary’s home state offers any state tax benefits or 
other state benefits such as financial aid, scholarship funds, and protection from creditors 
that are only available in that state’s qualified tuition program. (0519-9TDC)



Call your financial consultant or 
visit personaltrust.schwab.com  
to learn about Schwab Personal 
Trust Services.

Charles Schwab & Co., Inc. (“Schwab”) is affiliated with Charles Schwab Trust Company (CSTC), the corporate trustee for Schwab Personal Trust Services (SPTS). 

©2019 Charles Schwab Trust Company. All rights reserved. CC2173624 (0918-8316) ADP103660OW-00 (09/18) 00215655

A trusted partnership.
A corporate trustee provides financial expertise, unbiased decision 
making, and fiscal responsibility for the full duration of a trust.  
At Charles Schwab Trust Company, our promise to you and your  
family is to:

• Put the interests of the trust and your beneficiaries first

• Administer your trust according to its terms to continue your legacy

• Wisely invest your trust’s assets to benefit the next generation  
and beyond

• Provide services with a competitive fee structure you expect  
from Schwab

Protect your legacy  
with Schwab Personal  
Trust Services.
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Give or Lend?
 

That is the question when deciding how to financially assist family members.

t may be better to give than 
to receive—but what about  

to lend?
Many well-off individuals choose 

to extend a helping hand to family 
members, be it a down payment on a 
new home, a bridge loan when times 
turn tough or even an advance on an 

I inheritance. But how they give can be 
as consequential as how much.

That’s because there are potential 
tax implications depending on 
whether such financial assistance 
comes in the form of a family loan— 
to be paid back at a later date, with 
interest—or an outright gift. And while 

loans are often seen as furthering finan-
cial discipline, gifts may be less likely to 
foster conflict, since by definition they 
often come without formal strings 
attached.

So which one’s right for your family, 
and under what circumstances? Start  
by considering the following.  



FAMILY MAT TERS
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LET’S 
TALK

Need help deciding whether to gift or  
lend money to a family member? Call your  
Schwab financial consultant today.

See page 46 for important information. ◆ This information does not constitute and is not 
intended to be a substitute for specific individualized tax, legal, or investment planning advice. 
Where specific advice is necessary or appropriate, Schwab recommends consultation with a 
qualified tax advisor, CPA, financial planner, or investment manager. (0519-9HFP)

Gifts
Generally speaking, if an individual 
gives away more than $15,000 to 
another person in 2019, the donor 
must report the gift to the IRS on a 
Form 709. But that doesn’t necessarily 
mean you’ll owe taxes on it, thanks to 
the lifetime gift tax exemption, which 
is the total amount you can give away 
tax-free during your lifetime. (A gift may 
be excluded from one’s lifetime limit if 
the money is paid on another’s behalf 
directly to the provider to cover certain 
costs, including medical and tuition 
expenses.)

Before the Tax Cuts and Jobs Act of 
2017, the lifetime gift tax exemption 
was $5.49 million for individuals and 
$10.98 million for married couples. 
The new law significantly increased 
that amount—to $11.4 million for 
individuals and $22.8 million for 
married couples in 2019—but there’s a 
catch. The boost is good only through 
2025 (barring an extension), which is 
encouraging some individuals to trans-
fer wealth from one generation to the 
next before the exemption potentially 
drops back down.

“If you have significant means and 
you’re primarily concerned with your 
tax exposure, then it may make sense 
to give money or other assets to family 
members before this window closes,” 
says Anh Bishop, a Schwab wealth 
strategist in Westlake, Texas.

That said, even the older exemption 
limit was so high that most taxpayers 
didn’t worry about exceeding it. “For 
most people, estate and gift taxes hav-
en’t been of primary concern for some 
time—and that’s doubly true today 
with the increase in the exemption,” 
Anh says.

Loans
For those who don’t want to give an 
outright gift, an intrafamily loan, which 
can encourage fiscal discipline in the 
form of regular repayments, is another 

way to go. “You don’t necessarily want 
to give your kids everything without 
them having to work for it,” Anh says. “A 
family loan can serve as the foundation 
for financial independence.”

Before you extend a loan to family, 
however, be aware that it’s not as 
simple as just writing a check. The 
IRS mandates that any loan between 
family members be made with a signed 
written agreement, a fixed repayment 
schedule and a minimum interest 
rate. (Applicable Federal Rates [AFRs] 
are published monthly at https://apps 
.irs.gov/app/picklist/list/federalRates 
.html.) Should you fail to charge an 
adequate interest rate, the IRS could 
tax you on the interest you could have 
collected but didn’t. What’s more, if the 
loan exceeds $10,000 or the recipient 
of the loan uses the money to produce 
income (such as by using it to invest in 
stocks or bonds), you will need to report 
the interest income on your taxes.

There’s also the question of delin-
quency to consider. If a family member 
can’t repay a loan, it’s rarely reported to 
a credit bureau, never mind a collection 
agency. However, should the lender 
want to deduct a bad loan on her or his 
taxes, the IRS requires proof that there 
was an attempt to collect the delinquent 
funds. Conversely, if the lender wants 

to forgive the loan, the unpaid amount 
will be treated as a gift for tax purposes, 
and the borrower may owe taxes on the 
remaining unpaid interest. (The rules 
are even more complicated if the loan 
is considered a private mortgage, so it’s 
best to consult a qualified tax advisor 
or financial planner before finalizing 
the details.)

“Don’t think you can give a large 
amount of money and call it a loan in 
name only,” Anh says. “An intrafamily 
loan needs to have a formal structure. If 
not, you might be better off just gifting 
the money.”

Be that as it may, lending a large sum 
to a family member can help her or him 
save a tidy sum in interest payments 
over the life of the loan (see “All in the 
family,” above).

Family dynamics
In the end, whether to give a gift or 
extend a loan may come down to the 
strength of your familial relationships 
and the nature of the individuals 
involved. But whichever path you take, 
communication is key, particularly 
when it comes to setting expectations. 
“It’s just like any other family dynamic,” 
Anh says. “The more you talk and share 
your feelings, the less room there is to 
veer off track.” n

All in the family
Intrafamily loans, which can be offered at rates lower than those for mortgage 
and personal loans, can help borrowers save big on interest.

*IRS.gov, as of 02/2019. Total interest paid assumes a fixed interest rate and a loan term of nine  
or more years. | †Bankrate.com, as of 02/08/2019. Total interest paid assumes a 15-year fixed-rate 
mortgage and 20% down payment. | ‡Bankrate.com, as of 02/08/2019. Total interest paid  
assumes a fixed interest rate and a credit score from 720 to 850. The example is hypothetical and 
provided for illustrative purposes only.

Loan amount

Interest rate

Loan term

Total interest paid

$100,000

2.91%*

15 years

$23,527.05

$100,000

3.67%†

15 years

$30,186.80

$100,000

9.80%‡

15 years

$91,232.51

Intrafamily 
loan

Mortgage Personal 
loan
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Just Do It
Financial plans work— 
so why do so few of us  
have one?
By Mark Riepe

CONTENTS   THE IMPORTANCE OF PLANNING  |   CRACKS IN CORPORATE DEBT?  |  REASONS FOR REITs

ike any good road map that 
gets you where you’re going, a 

financial plan is designed to keep you 
on the path toward your goals—from 
college and retirement to everything 
in between.

Financial planning is helpful 
because it encourages people to do a 
better job of budgeting, which in turn 
helps control spending and saving. 
Those who plan are also better able to 
spot potential problems and address 
them in a timely manner. In fact, 
Schwab’s 2018 Modern Wealth Index 
survey of 1,000 Americans revealed 
that those who were following a 
financial plan ranked highest in accu-
mulating wealth, managing debt and 
achieving multiple savings goals.

L Unfortunately, the same survey 
found that those folks are squarely in 
the minority: Only one in four respon-
dents had a formal financial plan. In 
other words, we like to dream big 
when it comes to our financial goals, 
but many of us don’t root those dreams 
in reality by creating a plausible step-
by-step strategy for getting there.

The good news is there are proven 
tactics for training ourselves to 
overcome inertia and choose a more 
predictable path forward.

TACTIC 1: Identify your goals
 
You can’t create an effective plan until 
you know what you’re trying to achieve, 
so start by listing each of your goals.
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assumptions. Perhaps that second 
home needs to be smaller or in a more 
affordable location than originally 
envisioned. Or maybe you need to 
rethink your spending to free up funds 
for a goal down the road. The point  
is not to eliminate today’s comforts  
in order to achieve tomorrow’s 
dreams, but rather to find a balance 
that satisfies both near- and long- 
term needs.

While there are as many priorities, 
price tags and target dates as there are 
individual investors, a host of online 

tools can help you run the numbers, 
weigh competing priorities and 
determine the best course of action for 
you. At schwab.com/planningtools, 
for example, you can find calculators 
for retirement sand college savings,  
various worksheets and question-
naires and even sign up for workshops 
at Schwab branches near you.

TACTIC 3: Base it in reality
 

Guestimates are part and parcel of 
any planning process—but some are 
more realistic than others. One way 
to combat overly optimistic expecta-
tions is to pay attention to base rates, 
or prior probabilities. For example, 
you can look to the past for historical 
growth rates in everything from 
inflation and the S&P 500® Index to 
specific expenses such as health care 
and higher education.

See page 46 for important information. u Please read the Schwab Intelligent Portfolios 
Solutions™ disclosure brochures for important information, pricing, and disclosures related 
to the Schwab Intelligent Portfolios and Schwab Intelligent Portfolios Premium programs. 
u Schwab Intelligent Portfolios® and Schwab Intelligent Portfolios Premium™ are made 
available through Charles Schwab & Co. Inc. (“Schwab”), a dually registered investment 
advisor and broker dealer. (0419-9DRF)

NEXT 
STEPS

Need help mapping out your plan? Schedule 
a portfolio review with your Schwab financial 
consultant today.

If, after running 
the numbers, you 
decide your goals feel 
unattainable, take a 
step back and reassess 
your assumptions.

The vaguer your goals, the harder 
it is to measure your progress toward 
them, so be as specific as possible. 
For instance, if one of your goals is to 
“live comfortably in retirement,” push 
yourself to define what that means in 
practical terms. Perhaps you want to 
pay off your mortgage before you stop 
working to eliminate your housing 
payment, or budget for potentially 
expensive hobbies like golf and skiing.

Think, too, about things like quality 
health care and even the possibility of 
working in retirement to supplement 
your savings (see “Going Back to Work 
in Retirement,” page 30). Defining clear, 
actionable goals—and the means to 
achieve them—can be challenging, so 
consider enlisting a financial planner 
to help you think through your vision. 
He or she can help fine-tune your objec-
tives, determine how to approach your 
goals in practical terms and even act as 
a reality check for your vision should 
you need it.

TACTIC 2: Break it up
 

As with any complex undertaking, it 
pays to break the task into clear, dis-
crete pieces. Computer programmers, 
for example, use this strategy when 
troubleshooting software. They don’t 
tackle every programming problem at 
once but rather resolve each individual 
bug before bringing all the code back 
together to form a working whole.

It can be helpful to approach finan-
cial planning in much the same way:

 First, rank your financial goals and 
attach a price tag to each.

 Next, set a deadline for achieving 
each goal.

 Finally, determine how much money 
you need to set aside per month to 
reach each goal.

If, after running these numbers, you 
decide your goals feel unattainable, 
take a step back and reassess your 

That said, base rates are just a 
starting point, and past performance 
is never a guarantee of future results. 
Between 1970 and 2018, for example, 
U.S. large-cap stocks returned an 
average 10.1% annually. But many 
analysts, including those at Charles 
Schwab Investment Advisory, are  
projecting much lower returns during 
the next decade, due to a combination 
of historically low inflation and inter-
est rates, and relatively high equity 
valuations.1 If such a scenario comes 
to pass, predicating your future on 
past performance could leave you well 
short of your goals.

It can also help to rerun your 
projections using a more pessimistic 
number. For example, if your plan is 
based on a 7% average annual rate of 
return over 30 years, how would 6% or 
6.5% change your results? If achieving 
even a slightly lower rate of return 
would upend your goals, you might 
consider saving more each month,  
if possible, to make up for the  
projected shortfall.

You’re not alone
 

Dreams are important. They give us 
goals to go after. But realizing them 
often involves an honest reckoning of 
what’s possible and what we’re willing 
to sacrifice to get there.

Whatever your goals, be sure to 
root them in a plan that is considered 
and practical—and be sure to revisit it 
regularly to ensure your assumptions 
still hold true. n
1Veerapan Perianan, “Why Market Returns 
May Be Lower and Global Diversification 
More Important in the Future,” schwab.com, 
02/19/2019.

Mark Riepe, CFA®,  
is senior vice 
president at the 
Schwab Center for 
Financial Research.



Cut through the fog. 
Focus on the facts.
Out of 8,000 mutual funds, Morningstar® has 
named 8 American Funds to its “28 Terrific 
Funds” list.*

Now available at Schwab.
Find us at schwab.com/americanfunds

Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value. 
Investors should carefully consider investment objectives, risk, charges, and expenses. This and other important 
information is contained in the fund prospectuses and summary prospectuses, which can be obtained from a financial 
professional and should be read carefully before investing. For details, please contact your financial professional. 

*Morningstar, Fund Spy, Russel Kinnel: “28 Terrific Funds,” September 2018. Morningstar’s criteria for the Terrific list included: cheapest quintile 
of broad level category groupings; manager investment of more than $1 million in the fund; Morningstar Risk rating below the High level; 
Morningstar Analyst Rating of Bronze or higher; Parent rating of Positive; returns above the fund’s benchmark over the manager’s tenure; category 
benchmark for allocation categories; no institutional share classes; and no funds of funds. 
Securities offered through American Funds Distributors, Inc.

2018_Q4_OO_PIFilterFog.indd   1 4/2/19   5:01 PM
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hat a difference a decade makes. 
Following the 2008–2009 

financial crisis, U.S. Treasuries yielded 
next to nothing, as investors fled to the 
relative safety of government-issued 
debt and the Federal Reserve slashed 
its benchmark interest rate to help 
stimulate the economy. Meanwhile, 
low borrowing costs and a growing 
U.S. economy helped riskier U.S.  
corporate bonds outperform their 
federal counterparts.

Today, U.S. Treasuries offer relatively 
attractive yields, while investment- 
grade U.S. corporate bonds last year 
suffered their worst annual perfor-
mance in a decade.1

What happened? And could the U.S. 
corporate bond market continue its 
recent slide?

More of the same
 
We believe U.S. corporate bond yields 
are poised to move modestly higher 
throughout 2019 and into 2020—which 
could continue to pull prices lower and 
negatively impact total returns from 
U.S. corporate bond funds. (Remember, 
bond prices fall when yields rise.) Four 
key factors are to blame:

n A surge in U.S. corporate debt: 
Over the past decade, the amount 
of debt issued by nonfinancial U.S. 
companies ballooned 48%, to nearly 
$9.8 trillion—which is raising fears 

W

 Cracks in Corporate Debt?
Why a staple of fixed income portfolios may be  
headed for trouble.  By Collin Martin

of a potential bubble (see “Precarious 
heights,” below).
n  Rising interest rates: Repeated inter-
est rate hikes have caused Treasury 
yields to rise, giving income-seeking 
investors a viable alternative to riskier 
U.S. corporate bonds, even as they’ve 
made it more expensive for corpora-
tions to borrow. Higher borrowing 
costs can eat into not only a compa-
ny’s profitability but also its ability to  
service outstanding debt, increasing 
the risk of default.
n The rise of triple Bs: More than  
half the market now consists of U.S. 

corporate bonds rated the lowest in 
the investment-grade category (BBB+ 
through BBB- by Standard and Poor’s 
and Baa1 through Baa3 by Moody’s 
Investors Service). That could be a 
problem for risk-averse investors 
who rely on funds or strategies that 
passively track an index.
n  The risk of downgrades: The inves-
tor base for high-yield U.S. corporate 
debt is limited, and if the glut of  
triple Bs previously mentioned is 
downgraded, the price of high-yield 
U.S. corporate bonds may need to 
move sharply lower in order to suffi-
ciently entice prospective buyers.

What can you do?
 
As a result of these risks, we suggest 
investors take a more cautious stance 
toward U.S. corporate bonds in 2019. 
Investors needn’t abandon their U.S. 
corporate fixed income holdings, but 
they should consider moving up in 
quality.

Investors in triple-B-rated U.S. corpo-
rate bonds, for example, might consider 
reducing their exposure in favor of those 
with ratings of A or above. Although 
triple-B-rated corporate bonds were 
yielding 4.3% in mid-February, those 
rated A were yielding 3.6%—among 
their highest levels since 2011.2

Bond-fund investors, in particular, 
should bear in mind that many 
index-tracking investments have a lot 
of exposure to BBB-rated securities. If 
that’s outside your comfort zone, you 
may want to consider strategies that 
take a more active approach and focus 
on higher-rated parts of the market.

Finally, if you’re a high-yield U.S. 
corporate bond investor, make sure 
you’re comfortable with the risks. 
High-yield bonds can suffer large price 
declines in short periods of time. In the 

fourth quarter of 2018, for instance, the 
average price of the Bloomberg Barclays 
U.S. Corporate High Yield Bond Index 
dropped by more than 6%. If that kind 
of price decline is too steep for your 
tastes, consider moving up to higher- 
rated, intermediate-term bonds. n

NEXT 
STEPS

Need help with your bonds? Call  
866-893-6699 to speak with a  
Schwab fixed income specialist.

1Bloomberg Barclays U.S. Corporate Bond 
Index. | 2Bloomberg Barclays Indexes, as 
of 02/19/2019. Comparison is based on 
the yield-to-worst of the Bloomberg 
Barclays U.S. Corporate A Rated 
Bond Index and the Bloomberg 
Barclays U.S. Corporate Baa 
Rated Bond Index.

Collin Martin, CFA®, 
is a director of 
fixed income at the 
Schwab Center for 
Financial Research.

See page 46 for important information. u Past performance is no guarantee of future results. u Fixed income securities are subject to increased loss of principal during 
periods of rising interest rates. Fixed income investments are subject to various other risks including changes in credit quality, market valuations, liquidity, prepayments, 
early redemption, corporate events, tax ramifications and other factors. Lower rated securities are subject to greater credit risk, default risk, and liquidity risk. (0519-9EAF)

Source: Bloomberg, as of fourth quarter 2018. Nonfinancial U.S. 
corporate debt is represented by FOF Nonfarm Nonfinancial Corp 
Business; Credit Market Instruments; Liability Index. Total debt 
includes both bonds and loans from private and public issuers.

Precarious heights
Total nonfinancial U.S. corporate debt 
surged 48% from year-end 2008 
through year-end 2018, raising concerns 
of a bubble.
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eal estate investment trusts 
(REITs)—typically publicly 

traded companies that finance or own 
real estate—are prized for the income 
they provide. That’s because by law 
REITs must pass along at least 90% 
of their income to shareholders as 
dividends.

Critics believe REITs are poor 
investments during periods of 
increasing interest rates, when rising 
yields from fixed income investments 
make REITs—which are riskier—less 
attractive. They may have a point: 
REITs generated their lowest returns 
in a decade in 2018, a year in which 
the Federal Reserve raised rates four 
times. (Distributions from REITs are 
also taxable, unlike some fixed income 
investments.1)

That said, we believe short-term 
underperformance is rarely sufficient 
reason to jump ship, whatever the 
investment. And despite last year’s 
paltry returns, REITs actually outper-
formed several other asset classes, 
including U.S. stocks.

The case for REITs
 
Here are four reasons why REITs might 
deserve a place in your portfolio:

1  Diversification: REITs rarely perform  
in lockstep with stocks or bonds. In 
recent years, the divergence was partly 
the result of low interest rates, which 
caused yield-hungry investors to drive 
REIT prices higher. Additionally, REITs 
tend to follow the real estate cycle, 
which typically lasts a decade or more, 

R

Reasons  
for REITs
There’s more to real estate 
investment trusts than just 
income.
By Anthony Davidow

whereas bond- and stock-market 
cycles typically last an average of 
roughly 5.75 years.2

2  Income: In 2018, U.S. REITs 
yielded 4.68%, outpacing most other 
income-generating investments (see 
“REIT returns,” left).
3  Inflation hedge: Real estate has 

tended to fare well in the face of 
rising prices. In particular, REITs with 
commercial holdings frequently have 
agreements that allow them to raise 
rents in tandem with inflation.
4  Long-term growth: Past perfor-

mance is no guarantee of future returns, 
but U.S. REITs have outperformed U.S. 
stocks in seven of the past 10 years.3 
Globally, real estate investments out-
performed equities by an average of 
more than a full percentage point per 
year from 1960 through 2015.4

Investing in REITs
 
As with stocks, it can be difficult to 
consistently make successful choices 
when investing in individual REITs. 
Therefore, investors might be best 
served by an exchange-traded fund or a 
mutual fund that tracks a broad-based 
REIT index, such as the MSCI U.S. REIT 
Index or the S&P U.S. REIT Index.

And because REITs tend to be volatile, 
they should constitute no more than 
5% of your portfolio. However, even 
that small allocation can help capture 
a degree of diversification, growth 
potential and income that would be 
tough to replicate with any other asset 
class—without taking on undue risk. n

NEXT 
STEPS

To research REIT funds for your portfolio, log in to 
schwab.com/fundfinder, select Asset Class, then 
Sector Equity, then Real Estate.

1REIT dividends typically aren’t treated as qualified dividends and will generally be taxed at higher 
ordinary income tax rates. | 2The National Bureau of Economic Research. | 3Standard & Poor’s. U.S. 
REITs are represented by the S&P U.S. REIT Index and U.S. stocks are represented by the S&P 500 
Index. | 4Ronald Q. Doeswijk, Trevin Lam and Laurens Swinkels, “Historical Returns of the Market 
Portfolio,” ssrn.com, 01/2019.

Source: Schwab Center for Financial Research. 
Asset classes are represented by the following: 
Alerian MLP Index (master limited partner-
ships), Bloomberg Barclays U.S. High Yield Very 
Liquid Index (high-yield corporate bonds), S&P 
U.S. REIT Index (U.S. REITs), Bloomberg Barclays 
U.S. Credit Index (corporate bonds), MSCI EAFE 
Index (international stocks), Bloomberg Barclays 
U.S. 7–10 Year Treasury Bond Index (Treasuries), 
S&P 500® Index (U.S. stocks), and Bloomberg 
Barclays Global Aggregate ex-USD Total Return 
Index (global bonds). Past performance is no 
guarantee of future results. Indexes are unman-
aged; do not incur management fees, costs and 
expenses; and cannot be invested in directly.

See page 46 for important information. u Risks of REITs are similar to those associated with 
direct ownership of real estate, such as changes in real estate values and property taxes, interest 
rates, cash flow of underlying real estate assets, supply and demand, and the management skill 
and creditworthiness of the issuer. (0519-9BH6)

REIT returns
Last year, REITs yielded more than 
most other income-generating 
investments.
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Anthony Davidow, 
CIMA®, is a vice 
president and 
alternative beta 
and asset allocation 
strategist at the 
Schwab Center for 
Financial Research.



Lorem ipsum dolor sit amet, molestie mi pellentesque sodales mattis, adipiscing penatibus lacinia vestibulum velit non aliquam,

FPO

1  Source: Lipper as of 12/31/18, based on Class A shares at NAV and Class A assets.
Keep in mind that a high relative ranking does not always mean the fund achieved a positive return during the period. Lipper rankings do not take into account sales charges and are based on historical total 
returns, which are not indicative of future results.
Past performance is no guarantee of future results. Keep in mind that all investments, including mutual funds, carry a certain amount of risk, including the possible loss of the principal amount invested.
Trades in no load funds available through Mutual Fund OneSource® service, as well as certain other funds, are available without transaction fees when placed through schwab.com or our automated 
phone channels. Schwab’s short-term redemption fee of $49.95 will be charged on redemption of funds purchased through Schwab’s Mutual Fund OneSource® service and held for 90 days or less. Schwab 
reserves the right to exempt certain funds from this fee, including Schwab Funds®, which may charge a separate redemption fee, and funds that accommodate short-term trading. Funds are also subject to 
management fees and expenses.
Charles Schwab & Co., Inc., member SIPC, receives remuneration from fund companies participating in Schwab’s Mutual Fund OneSource® service for record keeping, shareholder services and other 
administrative services. Schwab also may receive remuneration from transaction fee fund companies for certain administrative services.
Schwab Mutual Fund OneSource® is a registered mark of Charles Schwab & Co., Inc. and used with permission. MFS and Charles Schwab & Co., Inc.  
are not affiliated.
Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value.

Before investing, consider the fund’s investment objectives, risks, charges, and expenses. For a prospectus, or  
summary prospectus, containing this and other information, contact your investment professional or view online  
at Schwab.com/OneSource. Please read it carefully.
MFS Fund Distributors, Inc., 111 Huntington Avenue, Boston, MA 02199 40406.3

 When Market Ups and Downs Make It Tough to Navigate…

It Helps to Stay Active.

How do you keep up with market changes and keep your long-term strategy on track? Look out for the downside 

while trying to capture the upside. As an active manager, MFS® has been doing this for nearly a century. Finding 

opportunities and actively managing risk to help you stay on course. 

Put 90 years of active management expertise to work toward your long-term goals.

To view a list of MFS funds that are available without a transaction fee or load through the 
Schwab Mutual Fund OneSource® service, please visit www.schwab.com/MFS.

Our domestic equity  funds 
were in the top half of their 

Lipper classification over  
the 10-year period1

88%



Investors should consider the investment objectives, risks, charges and expense of the Matthews Asia Funds carefully before making 
an investment decision. This and other information about the Funds is contained at matthewsasia.com. Read the prospectus 
carefully. Investing involves risk including the possible loss of principal. International and emerging markets may involve 
additional risks including higher volatility and market illiquidity. Foreside Funds Distributors LLC.
Charles Schwab & Co., Inc., Member SIPC, receives remuneration from fund companies and/or their affiliates in the Mutual Fund OneSource® service for 
recordkeeping, shareholder services and other administrative services. Schwab and Mutual Fund OneSource are trademarks of Charles Schwab & Co., Inc. and 
used with permission. Trades in no‐load mutual funds available through Mutual Fund OneSource® service (including Schwab Funds) as well as certain other funds, 
are available without transaction fees when placed through schwab.com or our automated phone channels. For each of these trade orders placed through a 
broker, a $25 service charge applies. Schwab reserves the right to change the funds we make available without transaction fees and to reinstate fees on any funds. 
Funds are also subject to management fees and expenses. Matthews Asia and Charles Schwab & Co., Inc. are not affiliated.
©2019 Matthews International Capital Management, LLC 

Put the real power of Asia in your portfolio.
With Asia representing one-third of global GDP and more than half of the world’s annual growth, we believe that investors 
should consider making a dedicated allocation to the world’s fastest growing region.

For over 25 years, we have pursued an active, fundamental approach to investing in Asia, resulting in portfolios with an 
average active share of 85% and holdings that we believe represent a better exposure to the future growth of the region.

Find out more about our experience, insight and passion for Asia—and the role Asia can play in your portfolio—at 
matthewsasia.com/missing or view the Matthews Asia Funds available with no transaction fee (NTF) through Schwab 
Mutual Fund OneSource® service at www.schwab.com/matthewsasia.
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Trading Places
Minding your positions while on vacation.

By Lee Bohl

eople approach vacation differently. Some want a 
complete break from their day-to-day lives. 

Others see it as a chance to focus on their passions. 
Traders are often caught between these two desires. For 
many, trading is an activity that provides satisfaction 
along with potential profits. Stepping away from that 
can be tough, even when it comes time to unwind.

P
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But trading while on vacation can 
itself be problematic. Depending on 
where you’re traveling to, internet 
access may be spotty. Even under the 
best of circumstances, it’s unlikely 
you’ll be able to monitor your posi-
tions as closely as when you’re sitting 
at your desk.

So before you head out, think 
through the following four questions 
to help decide whether—and how—to 
trade on your next vacation.

1   What kind of trader are you?
 
First off, consider your time horizon. 
If you’re a short-term trader accus-
tomed to buying and selling positions 
within a single day, you might want 
to leave the laptop at home. After all, 
you’ll have time for little else if you’re 
constantly monitoring the market for 
profit opportunities.

It’s a different story for swing and 
intermediate-term traders, who hold 
positions from a couple of days to sev-
eral months, respectively. The question 
isn’t whether to pack a laptop but 
rather which order types you can use 
to protect your positions while you’re 
away. The key is to add some built-in 
protection, so be sure to place bracket 
orders—identifying your stop and 
profit prices—on every open position 
before you leave. This can help limit 
your losses if the market moves against 
you, or lock in your desired profit if 
things go as you hope.

2   How much time will you 
realistically have to trade?
 
If the answer is none, you should close 
out your positions before heading 
out, particularly if you’ll be away for a 
while. Otherwise, you should be able to 
keep them open, with a bracket order 
in place, even if you have only a few 
minutes to check on them each day.

If that’s the case, here’s how to make 
the most of your limited time online:

n Each day, either after the market 
closes or before it opens for trading, 
briefly scan the news to see how the 

market is shaping up and if there are 
any developments that might change 
your views on your existing holdings.
n If your views have changed, con-
sider altering your bracket order to 
align with your new thinking.
n You could also add a position, 
assuming you’ve done your home-
work and the price is right.

For the latter, use a conditional 
order—one that triggers a purchase 
only if certain conditions are met—
and even then place a bracket order 
to protect your downside and lock in 
your upside.

3   How connected will you be?
 
Traveling can mean hours or even days 
without a reliable internet connection. 
Roughing it on a weeklong African 
safari is a grand adventure—but it’s no 
place to trade. Neither is a Paris apart-
ment that promises speedy Wi-Fi but 
fails to deliver.

If you suspect your internet access 
may be unreliable, set up email or text 
alerts so you’ll be notified via cellular 
service if certain market conditions are 
met. You can do this not only for price 

and volume changes but also stop 
losses, margin warnings, and bid and 
ask prices. You can even set expiration 
dates for each alert to keep intrusions 
to a minimum (see “Alerts on the go,” 
left).

Of course, if you think there’s a 
chance your internet access may be 
compromised completely, you might 
want to play it safe and close out your 
positions ahead of time.

4   How has your trading 
performance been?
 
Let’s face it: We all go through rough 
patches. Emotion can get the best of 
us when losses start to pile up, leading 
to some less-than-optimal decisions. 
At times like these, the best course of 
action may be to take a mental break—
and there’s no better time for doing so 
than a holiday.

Even if your trading portfolio has 
been performing well, it can help to 
step away from the screen. We’ve all 
felt the push and pull of watching 
market prices move minute by minute, 
and sometimes the best way to enforce 
discipline is to hang back and let your 
automatic orders mind the store.

The time away might also give you a 
chance to reflect on your performance. 
The storied investor Jesse Livermore, 
for example, made a point of locking 
himself in a Chase Manhattan bank 
vault the last weekend of every year to 
analyze all the trades he’d made over 
the previous 12 months.

Nobody’s suggesting you spend your 
hard-earned vacation inside a bank 
vault, but a little self-reflection without 
the day-to-day distractions of the mar-
ket can help recharge your batteries for 
when you do return to trading. n

ALERTS ON THE GO
Whether you’re out to lunch or out 
of the country, Schwab makes it 
easy to keep tabs on your trades.

Recognia®  
This third-party tool, available to 
Schwab traders, allows you to set 
price, technical and trailing-stop 
alerts to be delivered to your inbox. 
Learn more at schwab.com/
recognia.
 
Securities alerts  
Log in to schwab.com/
securitiesalerts to set up alerts for 
earnings reports, price and volume 
movements, relevant news, and 
more. Notifications can be delivered 
via email or the Schwab mobile app.

See page 46 for important information. u Investing involves risks, including loss of principal. 
Hedging and protective strategies generally involve additional costs and do not ensure a profit 
or guarantee against loss. u There is no guarantee that execution of a stop order will be at or 
near the stop price. (0519-9AL2)

Lee Bohl, CMT,  
is trading services 
manager at 
Charles Schwab  
& Co., Inc.
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See page 46 for important information. (0519-964T)

Source: Schwab Center for Financial Research. Data from 01/02/1970 through 02/15/2019. Bear markets are 
defined as stock market declines of 20% or more. Past performance is no guarantee of future results.
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   Recovery

  Bear market

Is your portfolio positioned 
to help you weather 
volatility? If you’re unsure, 
call your Schwab financial 
consultant today to 
schedule a portfolio review.

Regaining  
Lost 
Ground
 
Not all recoveries are 
created equal.

ometimes the stock market takes 
a beating and bounces right back.  

Other times—not so much. After the 
start of the past five bear markets, for 
example, it took the S&P 500® Index 
from as few as 21 months to as many as 
7½ years to return to its previous peak.

If you won’t need to tap your savings 
for at least three to five years, it’s rea-
sonable to have a meaningful portion 
of your portfolio invested in equities. 
But if you’ll be drawing on some funds 
sooner, that portion should be kept 

in relatively safer, more stable invest-
ments (think bonds and cash).

“This chart shows why your portfo-
lio needs to reflect your time horizon,” 
says Mark Riepe, head of the Schwab 
Center for Financial Research. “In a 
worst-case scenario, a retiree who 
needs the money to live on could be 
forced to sell stocks in a down mar-
ket, locking in steep losses. It’s much 
tougher for a portfolio to bounce back 
in those circumstances—especially if 
the recovery proves to be protracted.”
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RETIREMENT’S NEW FRONTIER

How tax diversification  
can help give you greater control  
in retirement.

ike the weather, the finan-
cial future is often difficult 
to predict. That’s one reason 
it’s so valuable to diversify 

your portfolio. By holding a mix of 
assets, you’re better positioned to 
ride out a rough patch for any one 
investment.

But diversification isn’t just for your 
investment portfolio. It’s also possible 
to diversify your tax exposure. In fact, 

L

Power  
Up Your  
Tax  
Planning
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POWER UP YOUR TAX PLANNING

Need help thinking through your retirement 
savings plan? Call your Schwab financial 
consultant to schedule a portfolio review.

LET’S 
TALK

diversifying both how and when you 
pay taxes on your savings can help you 
successfully navigate two unknowns in 
retirement:

1   How much taxable income will 
you have? You need to consider not 
just your retirement savings but also 
Social Security, pensions, nonretire-
ment investments and other potential 
sources of income.

2   What will your future tax rate be? 
Today’s rates are relatively low by his-
torical standards, and it’s conceivable 
they could rise before or during your 
golden years.

Given these unknowns, what’s a 
saver to do? “One approach,” says Rob 
Williams, CFP® and vice president 
of financial planning at the Schwab 
Center for Financial Research, “is to 
use accounts with a variety of tax 
treatments so you can better control 
your taxable income in retirement.”

The big four

Broadly speaking, you have four 
account types at your disposal, each 
with its own unique tax advantages:

1   Tax-deferred: Contributions to 
these accounts—which include  
401(k)s, 403(b)s and traditional 
individual retirement accounts 

(IRAs)—generally reduce your taxable 
income dollar for dollar in the year 
you make the contribution (see “Take 
It to the Limit,” page 8). What’s more, 
pretax contributions and gains typi-
cally aren’t taxed until retirement,1 at 
which point withdrawals are subject 
to ordinary income tax rates. You can’t 
leave your savings in these accounts 
forever, though: The IRS mandates 
annual required minimum distribu-
tions (RMDs) from your tax-deferred 
savings accounts beginning at age 70½.

2   Roth: Unlike tax-deferred accounts, 
contributions to Roth 401(k)s and 
IRAs are made with after-tax dollars, 
meaning contributions won’t reduce 
your current taxable income. However, 
you won’t owe taxes on appreciation, 
income or withdrawals in retirement.2 
A Roth IRA is exempt from RMDs, but 
a Roth 401(k) is not—though you can 
still avoid RMDs by rolling it into a 
Roth IRA when you retire.

3   Taxable: These traditional bank and 
brokerage accounts are also funded 
with after-tax dollars. You can sell 
securities and contribute or withdraw 
money at any time and for any reason 
without penalty; any taxable invest-
ment income is taxed in the year it’s 
earned; and investments sold for a 
profit are subject to capital gains taxes. 
If you sell an investment for a loss, on 
the other hand, you may be able to 

use it to offset any gains—and/or up 
to $3,000 of ordinary income. These 
accounts are also exempt from RMDs.

4   Health savings: Although not 
traditionally considered retirement 
accounts, health savings accounts 
(HSAs) can be an effective savings 
vehicle (assuming your employer 
offers one and you’re covered by 
a high-deductible health plan). 
Contributions reduce your taxable 
income up to annual limits; invest-
ments grow tax-free; and you pay no 
tax on withdrawals used for qualified 
medical expenses. Once you reach age 
65, withdrawals made for nonmedical 
purposes will be taxed as ordinary 
income.3 HSAs are also exempt from 
RMDs.

Tax diversification in action

So, what’s the right mix of retirement 
accounts for you? “That depends on sev-
eral factors, including your current mar-
ginal tax rate, your projected tax rate in 
retirement and how much flexibility 
you’d like when making withdrawals in 
retirement,” says Hayden Adams, CPA, 
CFP® and director of tax planning at the 
Schwab Center for Financial Research. 
Nevertheless, there are basic guidelines 
you can consider when deciding which 
retirement accounts to fund first:

1   Capture your match: If your 
employer offers matching contribu-
tions to your retirement account, 
your first priority should be to save 
enough to get the full match. “That’s 
free money, and you’d be ill-advised to 
leave it on the table,” Rob says.

2   Consider an HSA: “We’re all likely 
to have increased medical expenses in 
retirement,” Hayden says. “So why not 
pay for them with tax-free dollars?” 
In 2019, individuals can contribute 
up to $3,500, families can contribute 
up to $7,000, and account holders age 
55 or older can contribute an addi-
tional $1,000. Employers sometimes  
provide matching contributions, 
though they’ll count against the 
annual limits.

3   Maximize your tax-advantaged 
savings: Next, consider an appropriate 
combination of tax-deferred and Roth 
accounts, depending in large part on 
your current tax bracket:

n If you’re in a lower tax bracket 
(0%, 10% or 12%), consider maxing 
out your Roth accounts. “There’s a 
chance your tax bracket in retire-
ment will be equal to or higher 
than it is today, particularly when 
you consider that tax rates are at the 
lowest levels we’ve seen in decades,” 
Rob says. “Workers early in their 
careers, in particular, may start out 
in a lower tax bracket than those 
later in life.”

n If you’re in a middle tax bracket 
(22% or 24%), consider splitting 
your retirement savings between 
tax-deferred and Roth accounts. 
“It can be especially difficult for 
people in the middle tax brackets 
to predict their future tax rates, but 
if you contribute to both types of 
tax-advantaged accounts you may 
alleviate some of that uncertainty,” 
Hayden says. If the majority of 
your workplace savings are in a 
traditional 401(k), for example, you 
might opt to diversify with a Roth 
401(k), if offered by your employer.

n If you’re in a higher tax bracket 
(32%, 35% or 37%), there’s a good 
possibility that your tax rate in 
retirement will be the same as or 
lower than it is today, so maxi-
mizing your tax-deferred accounts 
might make the most sense.

4   Invest tax efficiently in a brokerage 
account: If you still have more left to 
save after you’ve taken the steps above, 
consider investing in a traditional 
brokerage account. True, income 
generated in these accounts is gener-
ally taxable, but there are strategies 
you can employ to improve their tax 
efficiency, such as:

n Holding appreciated investments 
for more than a year so you can take 
advantage of long-term capital gains 

rates, which range from 0% to 20%, 
depending on your income.

n Considering tax-efficient invest-
ments, such as exchange-traded 
funds, index mutual funds and 
tax-managed funds, which by and 
large don’t create as many taxable 
distributions as actively managed 
funds.

n Opting for tax-advantaged munic-
ipal bonds, especially if you’re in a 
high tax bracket. The interest paid 
on such bonds is typically free from 
federal taxes and, if issued in your 
home state, is generally free from 
state and local taxes, as well.

5   Consider a Roth conversion: If your 
income precludes you from contrib-
uting to a Roth IRA,4 one potential 
option is a Roth conversion. With this 
strategy, you convert all or a portion of 
funds from a traditional IRA to a Roth 
IRA and pay ordinary income taxes 
on the converted amount in the year 
of the conversion.

“Despite the additional taxes, a 
Roth conversion can help diversify 
a mostly tax-deferred portfolio,” 
Rob says. However, “the conversion 
amount is considered income, which 
could nudge you into a higher bracket 
if you’re not careful,” Hayden warns. 
“That’s why many people opt to per-
form several Roth conversions over 
multiple tax years.”

If you’re unsure how much to con-
vert in a given year, a tax professional 
can help you decide.

The bottom line
 

No matter your tax bracket or personal 
situation, it’s always a good idea to con-
sult with a tax or financial-planning 
professional.

“Anticipating future tax rates is 
always a bit of a guessing game,” Rob 
says. “But with a number of account 
types at their disposal, today’s retire-
ment savers can build in flexibility and 
a surprising level of control over their 
future tax bills.” n

1Withdrawals are subject to ordinary income 
tax and, if taken prior to age 59½, may be 
subject to a 10% federal tax penalty. | 2Provided 
the account holder is over age 59½ and has 
held the account for five years or more. | 3With-
drawals used for nonmedical purposes before 
age 65 may be subject to ordinary income tax 
plus a 20% penalty. | 4To contribute to a Roth 
IRA, single filers must have a modified adjusted 
gross income of less than $137,000, and con-
tributions are reduced starting at $122,000; for 
those married and filing jointly, the figures are 
$203,000 and $193,000.

See page 46 for important information. u Tax-exempt bonds 
are not necessarily a suitable investment for all persons. 
Information related to a security’s tax-exempt status (federal 
and in-state) is obtained from third parties and Schwab 
does not guarantee its accuracy. Tax-exempt income may 
be subject to the Alternative Minimum Tax (AMT). Capital 
appreciation from bond funds and discounted bonds may be 
subject to state or local taxes. Capital gains are not exempt 
from federal income tax. (0519-9ZHB)

Exchange-traded funds, index 
mutual funds and other tax-efficient 
investments typically don’t  
create as many taxable distributions 
as actively managed funds.

If your employer offers matching 
contributions to your retirement account, 

your first priority should be to save enough 
to get the full match. “That’s  

free money,” Rob says.
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Going  
Back to    
 Work  
in  
Retirement

RETIREMENT’S NEW FRONTIER

Pros, cons and  
other considerations.

one are the days when 
retirement signified the 
end of one’s working 
life. Thanks to increased 

life expectancy, the shift away from 
physically demanding labor and a 
host of other factors, Americans are 
increasingly embracing what was once 
an oxymoron: working in retirement.

For the decade ending in 2024, the 

Bureau of Labor Statistics predicts a 
55% rise in labor participation among 
those 65 to 74 years old and an 86% 
increase for those 75 and older. This 
compares with an estimated increase 
of 5% for the labor force as a whole 
during the same period—and far 
exceeds the projected growth rate for 
any other age group (see “The growth 
in gray workers,” page 32).

G
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Considering returning to the workforce?  
Your Schwab financial consultant can help you map out  
your plan. Call today to schedule an appointment.
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GOING BACK TO WORK IN RETIREMENT

hile some retirees continue to work 
out of financial necessity, the bulk of 
older workers “tend to be among the 
more educated, the healthiest and the 

wealthiest,” according to the Center for Retirement 
Research at Boston College. “People in the highest per-
centiles of household income may not need to work, 
but often they want to continue to take advantage of 
their skills and the opportunities that come with them,” 
says Robert Aruldoss, a senior financial planning analyst 
at the Schwab Center for Financial Research.

While working in retirement has advantages beyond 
the additional income, there are potentially negative 
consequences for health care coverage and Social 
Security benefits, along with a host of other important 
considerations. Here, then, are the pros, the cons and 
the intangibles when contemplating this alternative to 
full-fledged retirement.

The potential advantages

Additional income: The benefits of increased cash flow 
in retirement should not be underestimated, even for 
those who are financially well-off. “After all, every 
additional dollar you don’t need to withdraw from 
your retirement savings is a dollar that can remain 
invested,” says Rob Williams, vice president of financial 
planning at the Schwab Center for Financial Research.

What’s more, such outside income can give 
you more flexibility as to when, or even if, you tap 
retirement savings, so you aren’t forced to liquidate 
assets during periods of market upheaval—which can 
be particularly damaging to retirees (see “Timing is 
everything,” opposite page).

Mental agility: Perhaps equally import-
ant, working can help retirees socialize 
and remain mentally sharp, which 
can further improve quality of life and 
extend longevity. “Social contacts are 
a side effect of employment that keep 
workers mentally agile,” report Axel 
Börsch-Supan and Morten Schuth of 
the Munich Center for the Economics 
of Aging.1 Indeed, men in countries 
with later ages of retirement tended 
to perform twice as well on cognitive 
tests than those in countries with 
earlier ages of retirement, according to 
another study.2

The potential disadvantages
 
Additional expenses: Going back to 
work may bring in more income, 
but it can also involve new expenses, 
including clothing, food and trans-
portation. The additional income 
could conceivably bump you into 
a higher tax bracket, as well, which 
is one reason both Rob and Robert 
suggest consulting a financial planner 
and tax professional to help with 
the more complex tax implications 
of returning to work in retirement. 

Potentially decreased Social Security 
benefits: If you’re already collecting 
Social Security, a greater percentage 

of your benefit may be taxable as a 
result of an additional paycheck. That’s 
because as your modified adjusted 
gross income increases above certain 
thresholds, a greater percentage of 
your benefits is subject to income tax.

There are also limits to how much 
you can earn without incurring a 
reduction to your Social Security  
benefits. Specifically:

n If you go back to work before 
reaching your so-called full retire-
ment age (currently 66 but rising to 
67 for those born in 1960 or later), 
$1 is deducted for every $2 you earn 
above the annual limit, which in 
2019 is $17,640.
n If you go back to work in the year 
in which you reach your full retire-
ment age, $1 in benefits is deducted 
for every $3 you earn above the 
annual limit.
n If you go back to work any year 
after reaching your full retirement 
age, your benefits are not reduced 
no matter how much you earn.

That said, any reduction in benefits is 
temporary. “Once you reach full retire-
ment age, your Social Security benefits 
will revert to whatever amount you 
were entitled to before you went 
back to work—plus any benefits that 
were withheld—so you can recoup 
those funds over time,” Rob says.
For more information, visit ssa.gov/ 
planners/retire/whileworking.html.

Potentially higher Medicare premiums: 
Although retirees generally don’t  
pay premiums for Medicare Part A, 
which covers hospitalization, they  
do have to pay premiums for  
Part B, which covers outpatient  
visits. Returning to work can push 
those premiums up if your total 
annual income is above certain 
thresholds (see “Premium premiums,” 
far right).

If you already have Medicare parts 
A and B and your employer offers a 
group health plan, you need to decide 
whether to accept or reject the plan. 
The decision often comes down to 
your employer’s size:

n If you work for a company with 
fewer than 20 employees, Medicare 
is considered your primary insurer, 
meaning your employer plan 
can’t pay for anything covered 
by Medicare. That said, retirees 
may still find it beneficial to carry 
their company plan as a secondary 
insurer to pay for expenses not 
covered by Medicare.
n If your company has 20 or more 
employees, your company plan is 
considered your primary insurer 
and Medicare is considered your 
secondary insurer, assuming you’ve 
already enrolled in Part A and Part 
B. (If you haven’t yet enrolled, you 
generally can postpone enrollment 
until your group health insurance 
coverage ends.)

“If you’re 65 or older and already 
covered by Medicare, check with 
your employer’s human resources 
department about how their insurance  
coverage would work with your 
Medicare,” Rob says.

The intangibles
 

“Returning to work is often a personal 
decision,” Rob observes. “The fantasy of 
no longer working and the reality can 
be two very different things, and so 

some people turn to part-time work 
to fill the gap.”

That said, Rob cautions returning 
workers to “be flexible and aware.” For 
example, those looking to rejoin their 
former field may find it’s not so easy to 
break back into it, given the rapid pace 
of innovation and the competition 
from potentially lower-wage workers. 

“Alternatively, think of things you’d 
genuinely enjoy doing that could also 
generate income—consulting in your 
area of expertise, for instance, or even 
working at the local bookstore,” Rob 
says. “Without the need to replace all 
your former salary, the world of oppor-
tunities opens up considerably.”

Additionally, some workers may find 
a win-win with their current employer 
by working a fraction of the hours for a 
fraction of their salary. The worker gets 
to step back from the demands of full-
time employment, while the employer 
continues to leverage the wealth of 
experience unique to older workers.

And don’t forget that part of the 
reason you retired in the first place is to 
relax and enjoy yourself. “Ideally, work 
in retirement is just part of the picture,” 
Robert says, citing hobbies, travel and 
passion projects as other potential 
pastimes. “Full-time workers in their 
peak earning years, in particular, often 
struggle with work-life balance. But 
workers in retirement can usually 
afford to put life first.” n

See page 46 for  
important information.
(0519-9X71)

Premium premiums
Depending on how much you earn, your Medicare Part B premiums could increase from 
$135.50 to as much as $460.50 per month.

Individual

$85,000 or less

$85,001–$107,000

$107,001–$133,500

$133,501–$160,000

$160,001–$500,000

$500,001 and up

Married filing jointly

$170,000 or less

$170,001–$214,000

$214,001–$267,000

$267,001–$320,000

$320,001–$750,000

$750,001 and up

$135.50 (standard amount)

$189.60

$270.90

$352.20

$433.40

$460.50

Annual income Monthly Medicare Part B 
premium in 2019

Source: Medicare.gov. For married couples filing jointly, premiums listed are per spouse.

This chart is hypothetical and for illustrative purposes only. Both investors had a starting balance of $1 million, took an 
initial withdrawal of $50,000 and increased withdrawals 2% annually to account for inflation. Performance of Investor 
1’s portfolio assumes a 6% return for the first nine years, a –15% return for years 10–11 and a 6% return for years 12–19. 
Performance of Investor 2’s portfolio assumes a –15% return for the first two years and a 6% return for years 3–19.

1Axel Börsch-Supan and Morten Schuth, “Early Retirement, Men-
tal Health, and Social Networks,” Discoveries in the Economics of 
Aging, 06/2014. | 2Susann Rohwedder and Robert J. Willis, “Men-
tal Retirement,” Journal of Economic Perspectives, Winter 2010.

Timing is everything
Being forced to sell when the market is down—especially in the early years of retirement—
can substantially diminish the long-term prospects of your retirement portfolio.
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The growth in gray workers
The coming decade may see a significant increase in older workers.
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REDUCING RISK

Is your portfolio 
positioned to help you 
weather volatility? 
If you’re unsure, call 
your Schwab financial 
consultant today to 
schedule a portfolio 
review.

NEXT 
STEPS

See page 46 for  
important information.  
u Diversification, 
rebalancing and asset 
allocation strategies do 
not ensure a profit and 
cannot protect against 
losses in a declining 
market. Rebalancing 
may cause investors to 
incur transaction costs 
and, when rebalancing a 
nonretirement account, 
taxable events may be 
created that may affect 
your tax liability. u Investing 
involves risks, including 
loss of principal.  
(0519-939B)

stance, there are other minor adjustments you might 
make. Specifically, you could bump up your holdings 
of less-risky asset classes and trim your long-term 
allocation to riskier ones. For example:

Consider more
 Cash: Anthony keeps at least 5% of his portfolio in 

cash for the diversification benefit, even when markets 
are climbing steadily. “Generally speaking, your upside 
with cash is limited, but it retains its value in the face 
of even the steepest market declines,” he says. That 
said, the three-month Treasury bill, a form of cash 
investment, delivered better returns in 2018 than both 
10-year Treasuries and the S&P 500 Index.2

 Consumer staples, health care and utilities: 
When the economy slows, companies that sell prod-
ucts most people need regardless of the state of the 
economy—think food, prescription drugs and other 
household necessities—tend to lose less value than 
those that produce nonessential products. “Even if you 
cut back during tough times, you’re still going to need 
laundry detergent,” says Brad Sorensen, managing 
director of market and sector analysis at the Schwab 
Center for Financial Research. Owning these and 
other so-called defensive stocks can be a good way 
to potentially capture at least some of the market’s 
gains while remaining relatively protected from its  
bigger swings.

 Gold: The precious metal has a history of holding 
its value—and even rising—when other asset classes 
are under pressure. In fact, it was one of the few invest-
ments with positive returns during the worst days of 
the 2008–2009 financial crisis. Keep in mind, however, 
that while gold and other precious metals can shine 
when market conditions are uncertain, their prices can 
be volatile.

 Treasuries: Backed by the full faith and credit of 
the U.S. government, these are the safest fixed income 
investments you can own. Short-term Treasuries 
(which mature in a year or less) or intermediate-term 
Treasuries (which mature in less than 10 years) can 
provide decent income with low risk. Longer-term 
Treasuries may offer even more income, though their 
prices could take a hit if interest rates continue to rise.

Consider less
 Corporate and high-yield debt: The value of out-

standing debt owed by businesses outside the finan-
cial sector has nearly doubled over the past decade, 
to a record $9.8 trillion,3 as companies capitalized on 
historically low interest rates—raising concerns of a 
potential bubble (see “Cracks in Corporate Debt?” on 
page 16).

 Emerging-market stocks: Slowing growth in devel-
oping countries has helped stoke some of the recent 
market turmoil. China, for example—the mother of 
all emerging markets—is growing its economy at its 
slowest pace in more than a decade, with ongoing 
trade tensions (as of publication) threatening to make 
matters worse.

 Small-cap stocks: Publicly traded companies with 
a market capitalization ranging from roughly $300 
million to $2 billion tend to be more volatile than their 
large-cap counterparts, particularly during a downturn.

 Tech stocks: Large-cap technology stocks such as 
Apple, Alphabet and Microsoft led the market to new 
heights over the past decade, but when markets turned 
volatile in late 2018, these stocks fell fast. Apple shares 
lost 31% in the fourth quarter of the year, for example, 
compared with a 14% drop for the S&P 500.

De-risking the right way
 
“There are a lot of ways to dial back the risk in your 
portfolio,” Anthony says. “The trick is to embrace these 
options in appropriate amounts.”

For example, taking a more aggressive tactical 
approach might be right for investors with the incli-
nation, time and skills to watch the market closely. 
But if—like most investors—you’re focused on the 
long term, one of the best ways to play defense is to 
maintain an asset allocation that matches your time 
horizon and risk tolerance.

If you do decide to add or trim exposure to certain 
asset classes, make sure you’re doing so in response to 
your needs and goals—not because of short-term mar-
ket gyrations. “The goal is to follow a strategy you can 
live with through the ups and downs,” Anthony says. n

ometimes it takes a stock market drop to get 
investors thinking about how to better protect 

their downside.
Case in point: the market correction at the end of 

last year, which resulted in the first negative full-year 
return for the S&P 500® Index in a decade. “People 
who kept their stock allocations unchanged may have 
inadvertently taken on more risk than they realized 
as the stock market climbed year after year,” says 
Anthony Davidow, CIMA®, vice president and alterna-
tive beta and asset allocation strategist at the Schwab 
Center for Financial Research. “In fact, if you weren’t 
regularly rebalancing, you may have found out the 
hard way that you were overexposed to equities at 
the expense of other asset classes.”

With many analysts forecasting a slowdown in the 
global economy, now may be the time to rebalance 
your portfolio—and to reexamine your investing strat-
egy through the lens of your current risk appetite and 
time horizon. Here are some basics to keep in mind 
about playing defense, along with specific tactics for 
managing risk during turbulent times.

1. Re-assess
 
Before you make any adjustments to your holdings, 
make sure your financial plan is up to date:

  Does your portfolio mix still match your risk 
tolerance?
  Does your risk tolerance still match your goals?

A spike in volatility can remind investors why it’s often 
wise to take a more conservative stance the closer you 
get to retirement—by shifting from stocks into bonds 
and other fixed income investments, for example. 
Indeed, those in or near retirement may want to keep 
enough cash on hand to cover two to four years’ worth 
of spending needs (after accounting for other sources 
of income, including Social Security). This degree of 
financial flexibility can help investors manage unfore-
seen expenses without having to liquidate stocks under 
less-than-ideal conditions.

On the flip side, if retirement is at a comfortable 
distance, you shouldn’t be too spooked by swings in 
the market. You may have sufficient time—so long as 
you stay invested—to wait out a downturn and capture 
the longer-term gains that stocks have historically 
delivered (see “Time Is Money,” page 5).

2. Rebalance
 
Your portfolio should match your appetite for risk. If 
the recent stock market volatility made you want to 
jump ship, you may consider revisiting your alloca-
tion. Equally important, you want to make sure your 

intended asset allocation matches your actual one. If 
it doesn’t, consider rebalancing by selling overweight 
positions and buying underweight ones.

When you fail to rebalance as stocks climb, your 
equity allocation can become an ever-larger part of 
your portfolio. A portfolio that began in 2009 with 60% 
equities and 40% fixed income, for example, would 
have shifted to roughly 79% equities and 21% fixed 
income 10 years later, if left unchecked.1 “That means 
not only less diversification but also greater risk and 
volatility,” Anthony says, “all without the investor ever 
consciously changing strategy.”

3. Remain calm
 
By all means, reassess and rebalance, but don’t forget 
to stay calm while doing so. “That head-for-the-exits 
feeling isn’t defense—it’s panic,” says Anthony.

If such feelings are familiar, you may be the kind of 
investor who would benefit from a more conservative 
portfolio—as part of your long-term strategy, not as a 
response to a market upset.

“It’s not about timing the market; it’s about time 
in the market,” Anthony says. “In fact, our research 
shows that even bad market timing beats sitting on 
the sidelines” (see “Get in, stay in,” right).

Moves you can make
 
If, after reassessing your plan and rebalancing your 
portfolio, you want to take an even more defensive 

With many 
analysts 

forecasting 
a slowdown 
in the global 

economy, 
now may be 
the time to 
reexamine 

your investing 
strategy.

1Schwab Center for Financial 
Research with data provided 
by Morningstar Direct. 
Equities are represented 
by the S&P 500 Index and 
fixed income is represented 
by the Bloomberg Barclays 
U.S. Aggregate Bond Index. | 
2Aswath Damodaran, “Annual 
Returns on Stock, T-Bonds and 
T-Bills: 1928–Current,” Stern 
School of Business at New 
York University. | 3Bloomberg, 
as of fourth quarter 2018.

S

Source: Schwab Center for Financial Research. Investors A & C put their yearly contributions in 
T-bills while waiting to invest in the stock market. The stock market is represented by the S&P 500 
Index with all dividends reinvested. Past performance is no guarantee of future results.

Get in, stay in
Here’s where four hypothetical investors who invested $2,000 a year would have 
ended up after 20 years.

$176,679

A  Perfect timing (invested at market bottom each year)

$64,925

D  All cash (invested in 30-day Treasury bills)

$142,612

C  Bad timing (invested at market top each year)

$163,918

B  ASAP (invested on first trading day each year)
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An 

Honor
or a  

Burden?
Three 

questions to 
ask before 
agreeing 

to the 
potentially 
thorny role  
of executor 
or trustee.

hen Marcus Baker’s* grandfather asked him 
to be executor of his will and a successor 

trustee of his trust, Marcus didn’t hesitate. The two 
had long confided in each other about various invest-
ment opportunities, and because Marcus worked in 
the financial services industry, he felt well-equipped 
to manage the trust’s assets.

When his grandfather passed away, however, Marcus 
discovered that the trust’s structure and the estate 
itself were far more complex than he had anticipated. 
“When someone asks you to take on that role, it’s an 
honor and a sign of trust,” he says. “But it can also be a 
burden.” Indeed, fulfilling his duties eventually brought 
Marcus into conflict with other family members, lead-
ing to a lawsuit that stretched on for years.

Family members are frequently asked to serve as 
an executor or a trustee because of their presumed 

familiarity with an individual’s wishes and the 
beneficiaries involved. But the flip side of this inti-
macy comes when an executor faces demands from 
competing heirs. These conflicts can strain family 
relationships and even spill over into legal battles. 
And by definition they come during the most trying 
of times: in the wake of a loved one’s death.

“Money conversations can be especially difficult 
when you’re grieving,” says Tanya Simpson, a 
managing director of trust services consulting at 
Charles Schwab Trust Company. “Even under the 
best of circumstances, it’s like putting those family 
relationships into a pressure cooker and turning up 
the heat.”

If you’re asked to be an executor or a trustee, it’s 
worth weighing the responsibilities before agreeing 
to shoulder them. Here are some things to consider.

W

*Name and details have 
been changed to maintain 

confidentiality.



S U M M E R  2 0 1 9    |    O N W A R D    |    4 14 0    |    C H A R L E S  S C H W A B    |    S E A S O N  2 0 1 8

AN HONOR OR A BURDEN?

What’s required
 
A will’s executor is responsible for settling an estate 
and managing its affairs, including probate court 
requirements and tax returns. A trustee acts as a legal 
owner of a trust’s assets, handling administrative 
duties such as taxes and record-keeping, managing 
its investments, and often distributing assets to 
various beneficiaries according to the dictates of the 
trust. Trusts in particular can be complex and involve 
oversight that can continue for years.

“I used to think anyone could succeed as an execu-
tor or a trustee,” says Bob Barth, a wealth strategist in 
Orlando who joined Schwab after a career as an estate 
attorney. “However, as the complexities of estate plan-
ning, tax law and trusts have evolved, I’ve come to the 
reluctant conclusion that it can be very difficult for 
nonprofessionals to manage on their own.”

For these reasons, Bob and Tanya suggest asking 
yourself three questions before deciding whether to 
serve as executor or trustee.

1   Do I have the time?
 
Seeing an estate through to its conclusion can be a 
substantial time commitment. Not only must the 
executor handle probate—the potentially lengthy 
legal process of validating a last will and testament—
but he or she must also pay any outstanding debts and 
disburse the estate’s assets to its beneficiaries, among 
other administrative tasks. And that’s just for rela-
tively straightforward estates. If the will is contested 
or the estate is subject to tax, it can take much longer 
to tie up loose ends.

Serving as the trustee of a trust can be even more 
daunting, especially if you’re simultaneously working, 
raising children and/or caring for elderly loved ones. 
“If the trust is complex, administering it can become 
a full-time job,” Tanya says. Not only that, but it’s a 
role that can last for years or even decades, especially 
in the case of special needs or lifetime trusts, both of 
which can persist until the death of their beneficiaries.

2   Do I have the expertise?
 
A trustee will need to draw on a variety of skills, poten-
tially requiring accounting, investment, legal and tax 
expertise. Of course, trustees can hire professionals 
with these skills, but overseeing such a team often 
requires enough familiarity with these fields to make 

sound decisions. This is especially true when an estate’s 
assets include alternative investments, closely held 
businesses, rental properties or other unwieldy assets.

3   Do I have the temperament?
 
The trickiest part of managing a will or trust can be 
working with its beneficiaries. In the event of dishar-
mony, this can require not just fortitude and sound 
judgment but also empathy and patience. For example, 
a trust may spell out how distributions will be made, 
but translating that legal language into the real-life 
needs of beneficiaries can be a delicate and emotionally 
taxing job. “A trust isn’t just about managing money, it’s 
about distributing money,” Bob says. “In some cases, 
beneficiaries’ livelihoods are on the line, and that can 
put enormous pressure on the executor or trustee.”

Reaching out
 
Before agreeing to act as an executor or a trustee, let 
the trust owner know you’d first like to speak with 
an attorney or a financial consultant to better under-
stand what the role might entail. “That’s not a rude 
response—it’s a practical response,” Bob says. “And it 
can give you an out if necessary.”

You might also suggest appointing a co-executor or 
co-trustee with whom to share the load. With trusts 
in particular, divvying up the responsibilities with 
another party—whether an individual or a corporate 
trustee—can make the long-term nature of the role 
less daunting.

“Working with a neutral third party, in particular, 
can help alleviate potential conflicts,” Tanya says (see 
“Trusts at Schwab,” left).

Of course, hiring a professional to act as a co-trustee 
is an additional expense, so be sure to weigh the costs 
and benefits against the size and complexity of the 
estate before making a decision. “That said, the fees 
associated with professional trust management may 
be money well spent if it helps ensure proper admin-
istration of the decedent’s assets,” Bob says.

Whatever your decision, reading the will or trust 
documents—and asking plenty of questions ahead of 
time—will help give you a clear idea of what’s in store. 
Such conversations may seem awkward or difficult 
in the moment, but they can be essential in avoiding 
headaches down the road. “These are tough subjects,” 
Marcus says. “But I can tell you it’s way worse if you 
haven’t discussed them up front.” n

See page 46 for important information. u This is for general informational purposes only and is not intended, nor should it be construed, as tax, investment or legal 
advice. Neither Charles Schwab Trust Company (CSTC) nor Charles Schwab & Co., Inc. provide legal or tax advice. Consult with your legal counsel and tax advisors 
about your particular circumstances. Additionally, CSTC does not act as executor of estates. u Charles Schwab & Co., Inc. (“Schwab”) is affiliated with Charles 
Schwab Trust Company (CSTC), the corporate trustee for Schwab Personal Trust Services (SPTS). Schwab may introduce clients to CSTC but does not evaluate 
whether SPTS is appropriate for each client or recommend SPTS for any particular client. It is the client’s responsibility to ensure that CSTC meets his or her trust 
needs and to conduct any due diligence that may be required before engaging CSTC. (0519-9849)

Trusts at 
Schwab
A corporate trustee 
provides financial 
expertise, unbiased 
decision-making and 
fiscal responsibility for 
the duration of a trust. 
Schwab Personal Trust 
Services, administered 
by Charles Schwab 
Trust Company, will:

✓   Administer your 
trust according to 
its terms.

✓   Invest your trust’s 
assets to benefit 
future generations.

✓   Provide services 
with a competitive 
fee structure.

  ✓   Put the interests of 
the trust and your 
beneficiaries first.

To learn more, visit 
schwab.com/trusts or 
contact your Schwab 
financial consultant.
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Schwab Mobile App
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Your phone and tablet go everywhere. Now, so can 
your finances. With the Schwab Mobile app,1 you 
can manage your Schwab 401(k), Schwab 
brokerage, Schwab Bank deposit account and 
other accounts—and get up-to-the-minute market 
information. 

Manage your money— 
wherever you are.

Convenient
• Deposit checks from anywhere. 1

• Monitor accounts and check statements on the go.

• Transfer money between accounts with ease.

• Pay on the go using Schwab Bank Bill Pay™.

• Research stocks, mutual funds, exchange-traded 
funds and more.

• Watch financial videos or access podcasts in the 
Media Center.

• Place trades and receive real-time trade 
notifications. 2

Secure
• Personal information stored on your mobile device 

is never accessed by Schwab.

• Industry-standard encryption technology is used 
to convey all data from your mobile device to 
Schwab.

• Face ID, fingerprint and/or password protection 
features are available on all applicable Android® 
and Apple® devices.

And Schwab adds new capabilities 
and enhancements all the time. 

Learn more at schwab.com/mobile.

1 The Schwab Mobile Application and Schwab Mobile Deposit service is available for the following accounts: Schwab 
Bank High Yield Investor Checking®, Schwab Bank High Yield Investor Savings® (only available if client also has a 
brokerage account), Schwab One®, Schwab One International®, Schwab Brokerage, and Schwab IRA. Requires a 
wireless signal or mobile connection. Access to Electronic Services may be limited or unavailable during periods of peak 
demand, market volatility, systems upgrade, maintenance, or for other reasons. Mobile carrier data charges may apply. 
Visit schwab.com/mobiledeposit for details. | 2 System availability and response times are subject to market conditions 
and your mobile connection limitations. Functionality may vary by operating system and/or device. Apple®, Apple Pay™, 
the Apple logo, iPhone®, iPad®, and App Store SM are trademarks of Apple Inc., registered in the U.S. and other countries. 
Android is a trademark of Google Inc. Use of this trademark is subject to Google Permissions.

Charles Schwab & Co., Inc. (Schwab) and Charles Schwab Bank are separate but affiliated 
companies and subsidiaries of The Charles Schwab Corporation. Brokerage products and 
services are offered by Charles Schwab & Co., Inc., Member SIPC. Deposit and lending 
products and services are offered by Charles Schwab Bank, Member FDIC and an Equal 
Housing Lender. (0319-9BM4)

AVAILABLE  NOW
Search for the Schwab Mobile app 
in your app store.

Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value
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Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value

1Requires a wireless signal or mobile connection. Access to Electronic Services may be limited or unavailable during 
periods of peak demand, market volatility, systems upgrade, maintenance, or for other reasons. Functionality may 
vary by operating system and/or device. Mobile carrier data charges may apply. | 2The Schwab Bank High Yield 
Investor Checking® account is available only as a linked account with a Schwab One® brokerage account. The 
Schwab One brokerage account has no minimum balance requirements, minimum balance charges, minimum trade 
requirements, and there is no requirement to fund this account, when opened with a linked High Yield Investor 
Checking account. To learn more about other Schwab Bank checking accounts, please contact Schwab Bank at 
888-403-9000.

SPOTLIGHT 
FROM  

CHARLES 
SCHWAB BANK

Travel Notices on schwab.com 
and Schwab Mobile App

Traveling? Add a Travel Notice to your Schwab Bank Visa Platinum Debit Card. 

NEXT STEPS
•  Log in to schwab.com/travelnotice.
•  Learn more about the benefits of 

Schwab’s High Yield Investor Checking2 
account at schwab.com/banking.

See page 46 for important information. u Charles Schwab & Co., Inc. and Charles Schwab 
Bank are separate but affiliated companies and subsidiaries of The Charles Schwab 
Corporation. Brokerage products and services are offered by Charles Schwab & Co., Inc., 
member SIPC. Deposit and lending products and services are offered by Charles Schwab 
Bank, member FDIC and an Equal Housing Lender. u ©2019 Charles Schwab Bank. All rights 
Reserved. Member FDIC. (0519-94E6)

Planning to travel soon? Schwab Bank customers can now let us 
know by submitting a Travel Notice through the Schwab Mobile 
app1 or online at schwab.com. By sending us a Travel Notice, you 
can reduce the risk of a transaction being declined when you use 
your Schwab Bank Visa® Platinum Debit Card during your trip. 

 
We’ll continue to watch for suspicious transactions, and if your 
card is lost or stolen, we’ll send you a new one—wherever you are. 
Help us keep an eye on your account so you can keep your eyes  
on the sights.

Here’s how to submit a Travel Notice:

Schwab Mobile app

•  Log in to your Schwab Bank account.

•  Select “More” in the lower-right corner and 
then “Travel Notice” under “Client Service.” 

•  Select your Schwab Bank Visa Platinum 
Debit Card.

•  Enter your departure and return dates  
and add your destination(s).

•  Tap “Continue,” confirm travel details  
and click “Submit Travel Notice.”

•  Look for an email confirming your  
Travel Notice. 

Online

•  Log in to schwab.com/travelnotice.

•  Under your Schwab Bank Visa Platinum 
Debit Card, click “+ Travel Notices.”

•  Enter your departure and return dates  
and add your destination(s).

•  Click “Add Travel Notice.”

•  Look for an email confirming your  
Travel Notice. 

Other useful information

•  Check the expiration date on your Schwab 
Bank Visa Platinum Debit Card before 
submitting your Travel Notice to ensure that 
your card doesn’t expire during your trip. If 
you need a new card prior to traveling, 
please call Schwab Bank at 888-403-9000. 

•  You can update Travel Notices anytime.

•  Will you be using a different phone number 
while traveling internationally that is not  
on your Schwab profile? Call Schwab Bank 
at 888-403-9000 so we can add it to  
your profile.
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SPOTLIGHT 
PRODUCTS

Professionally managed 
portfolio solutions

See page 46 for important information. u The 
Managed Account Select program is sponsored by 
Schwab. Please read the Schwab Managed Account 
Services™ Disclosure Brochure for important 
information and disclosures. In addition, please read 
the participating money manager’s (MM’s) disclosure 
brochure, including any supplements for important 
information and disclosures. Investments in managed 
accounts should be considered in view of a larger, 
more diversified investment portfolio. Investment ad-
visors are not owned by, affiliated with, or supervised 
by Schwab. Services may vary depending on which 
MM you choose, and are subject to an MM’s  
acceptance of the account. u Amount and type of 
investment restrictions must be reasonable and are  
subject to the manager’s acceptance. u Charles 
Schwab Investment Advisory, Inc. (“CSIA”) is an affili-
ate of Charles Schwab & Co. Inc. (“Schwab”) that  
evaluates money managers (MMs) in Schwab’s 
Managed Account Select (“Select”) program. u CSIA 
is an affiliate of Schwab and provides research and 
portfolio management services to Schwab including 
Schwab Managed Portfolios and Schwab Intelligent 
Portfolios. The  ThomasPartners Investment Manage-
ment division (“ThomasPartners”) and the Windhaven 
Investment Management (“Windhaven”) are  
divisions of CSIA and provide portfolio management 
for the ThomasPartners and Windhaven Strategies, 
respectively. Both CSIA and Schwab are separate 
entities and subsidiaries of The Charles Schwab 
Corporation. u Please refer to the Schwab Managed 
Portfolios Disclosure Brochure for additional 
information. u ThomasPartners Strategies and 
Windhaven Strategies are available through Schwab’s 
Managed Account Connection® program (“Connec-
tion”). Please read Schwab’s disclosure brochure 
for important information and disclosures relating 
to Connection and Schwab’s Managed Account 
Services®. u Diversification strategies do not ensure 
a profit and do not protect against losses in declining 
markets. Investments in managed accounts should 
be considered in view of a larger, more diversified 
investment portfolio. u The information provided here 
is for general informational purposes only and should 
not be considered an individualized recommendation 
or personalized investment advice. The investment 
strategies mentioned here may not be suitable for  
everyone. Each investor needs to review an invest-
ment strategy for his or her own particular situation 
before making any investment decision. (0319-9TUF)

LET’S TALK
Call your Schwab financial consultant to learn more about how  
these managed strategies can be integrated with your portfolio  
and help you better meet your overall financial goals.

SCHWAB MANAGED 
PORTFOLIOS™ 

These actively managed portfolios of 
mutual funds or exchange-traded 
funds (ETFs) offer:

• Broad diversification to help manage 
risk and pursue growth.

• Exposure to a wide range of asset 
classes, potentially including stocks, 
real assets (such as gold), bonds and 
cash investments.

• Ongoing investment monitoring and 
portfolio rebalancing.

Every Schwab Managed Portfolios 
account is managed by the 
professionals at CSIA. 

Account minimums start at $25,000.

THOMASPARTNERS® 
STRATEGIES

ThomasPartners offers a variety of 
income-oriented strategies to support 
the following goals:

• Provide a source of recurring 
income—especially for investors in or 
nearing retirement—that is less 
influenced by near-term stock 
volatility.

• Reduce retirees’ need to tap principal 
to generate income.

• Offset the impact of inflation over 
time, primarily by focusing on 
securities offering dividend growth, 
so investors won’t have to rely solely 
on share-price appreciation.

The Dividend Growth Strategy invests 
in dividend-paying companies and aims 
to deliver dividend income every month, 
dividend income growth every year and 
competitive total returns over time.

Balanced Income strategies are 
similar, but provide more diversifica-
tion through fixed-income investments. 
These strategies aim to provide 
monthly income, income growth and 
competitive total returns over time. 

The minimum investment for these 
strategies is $100,000.

WINDHAVEN® STRATEGIES 

These strategies aim to deliver 
long-term capital appreciation by 
diversifying across multiple asset 
classes and employing active, tactical 
shifts focused on the most attractive 
asset classes in a given environment. 
These strategies are positioned to 
participate in a wide range of market 
opportunities, while striving to protect 
against large market losses so clients 
can remain committed to their 
investment plans.

These strategies offer:

• An investment approach based on 
extensive research and analysis of 
trends and fundamentals in the 
global markets.

• A highly experienced team of 
investment professionals with diverse 
backgrounds in finance, mathematics 
and econometrics.

The minimum investment is  
$100,000 for brokerage and  
IRA accounts and $25,000 for  
qualified ERISA accounts.

MANAGED ACCOUNT SELECT® 

A portfolio of individual securities is 
managed on your behalf by a third-
party professional asset management 
firm. You own the underlying stocks 
and bonds, allowing you to seize 
tax-loss harvesting opportunities and 
customize holdings by excluding 
particular securities or industries.

When you invest through Managed 
Account Select, you can choose from 
a wide range of investment strategies, 
such as:

• Domestic and international equity 
strategies.

• Fixed-income strategies, including 
bond ladders and tax-advantaged 
municipal bonds.

• Strategies that incorporate multiple 
asset classes.

When you invest in a Managed Account 
Select portfolio, you are supported by a 
team that includes your Schwab 
financial consultant, who recommends 
appropriate strategies; a third-party 
asset manager, who invests on your 
behalf in line with their strategy; and 
Charles Schwab Investment Advisory 
(CSIA), which evaluates and monitors 
the performance of asset managers and 
strategies.

Account minimums vary by strategy:
• Equity strategies: $100,000
• Fixed-income strategies: $250,000 
• Balanced and equity index  
 strategies: $250,000 
• Diversified portfolios:  
 $150,000–$650,000

Schwab offers a variety of strategies designed 

to help investors meet specific goals.

Meeting specific financial needs  
amid the cut and thrust of the 
markets—whether you’re looking for 
income, global diversification or 
targeted exposure to certain kinds of 
assets—can be a challenge in the 
best of times. Success can demand  
a commitment of time, knowledge 
and an ability to complete 
transactions that may be hard to 
sustain. Volatility only adds 
to the difficulty. 

Outsourcing the day-to-day 
management of a portfolio to  
a professional money manager can 
be a solution. That’s why Schwab 
offers a variety of strategies 
designed to help investors meet 
specific goals within their overall 
portfolios, or even serve as  
complete portfolios unto themselves.   
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IMPORTANT DISCLOSURES

Find this issue and 
archives of Onward at  
schwab.com/onward.

The information provided here is for general informational purposes 
only and should not be considered an individualized recommendation 
or personalized investment advice. The investment strategies 
mentioned here may not be suitable for everyone. Each investor needs 
to review an investment strategy for his or her own particular situation 
before making any investment decision.

All expressions of opinion are subject to change without notice in 
reaction to shifting market conditions. Data contained herein from 
third-party providers is obtained from what are considered reliable 
sources. However, its accuracy, completeness or reliability cannot be 
guaranteed. Supporting documentation for any claims or statistical 
information is available upon request.

Examples provided are for illustrative purposes only and not intended 
to be reflective of results you can expect to achieve.

P. 5–6, 6–7, 13–14, 16–17, 18, 24–25, 26–29, 30–33, 34–37: The
Schwab Center for Financial Research is a division of Charles Schwab
& Co., Inc.

P. 18, 26–29: Diversification and asset allocation strategies do not 
ensure a profit and cannot protect against losses in a declining market.

P. 26–29: Investing involves risk, including loss of principal. ◆ A rollover 
of retirement plan assets to an IRA is not your only option. Carefully 
consider all of your available options which may include but not be 
limited to keeping your assets in your former employer’s plan; rolling 
over assets to a new employer’s plan; or taking a cash distribution 
(taxes and possible withdrawal penalties may apply). Prior to a decision, 
be sure to understand the benefits and limitations of your available 
options and consider factors such as differences in investment 
related expenses, plan or account fees, available investment options, 
distribution options, legal and creditor protections, the availability of 
loan provisions, tax treatment, and other concerns specific to your 
individual circumstances.

P. 26–29, 34–37: Fixed income securities are subject to increased 
loss of principal during periods of rising interest rates. Fixed income 
investments are subject to various other risks including changes 
in credit quality, market valuations, liquidity, prepayments, early 
redemption, corporate events, tax ramifications and other factors. 
Investing in emerging markets may accentuate these risks.

P. 34–37: International investments involve additional risks, which 
include differences in financial accounting standards, currency 
fluctuations, geopolitical risk, foreign taxes and regulations, and the 
potential for illiquid markets. ◆ Small-cap funds are subject to greater 
volatility than those in other asset categories.

Index definitions
The Alerian MLP Index is a composite of the most prominent energy
Master Limited Partnerships (MLPs) that provides investors with an
unbiased, comprehensive benchmark for this emerging asset class.  
◆ The Bloomberg Barclays Global Aggregate ex-USD Total Return Index
is a measure of global investment grade debt from 24 local currency 
markets. ◆ The Bloomberg Barclays U.S. 7–10 Year Treasury Bond
Index is a component of the U.S. Treasury Index that is designed 
to measure U.S. dollar-denominated, fixed-rate, nominal debt with 
maturities of seven to 10 years issued by the U.S. Treasury.  ◆ The
Bloomberg Barclays U.S. Aggregate Bond Index represents securities 
that are SEC registered, taxable, and dollar denominated. The index 
covers the U.S. investment grade fixed-rate bond market, with index 
components for government and corporate securities, mortgage pass-
through securities, and asset-backed securities. ◆ The Bloomberg
Barclays U.S. Corporate Bond Index covers the U.S. dollar-denominated 
investment-grade, fixed-rate, taxable corporate bond market. 
Securities are included if rated investment-grade (Baa3/BBB-/BBB-) 
or higher using the middle rating of Moody’s, S&P and Fitch ratings 
services. This index is part of the Bloomberg Barclays U.S. Aggregate 
Bond Index (Agg). The Bloomberg Barclays U.S. Corporate A Rated 
Bond Index and the Bloomberg Barclays U.S. Corporate Baa Rated Bond 
Index are sub-indexes of the broad corporate bond index, broken down 
by credit rating. ◆ The Bloomberg Barclays U.S. Corporate High-Yield 
Bond Index covers the U.S. dollar-denominated, non-investment-grade, 
fixed-rate, taxable corporate bond market. Securities are classified as 
high-yield if the middle rating of Moody’s, Fitch, and S&P is Ba1/BB+/
BB+ or below. ◆ The Bloomberg Barclays U.S. Credit Index measures 
the investment grade, U.S. dollar-denominated, fixed-rate, taxable 
corporate and government related bond markets. It is composed of 
the US Corporate Index and a non-corporate component that includes 
foreign agencies, sovereigns, supranationals and local authorities. 
◆ The Bloomberg Barclays U.S. High Yield Very Liquid Index is a 
component of the U.S. Corporate High Yield Index that is designed to 
track a more liquid component of the USD-denominated, high yield, 
fixed-rate corporate bond market. ◆ The MSCI EAFE Index® is a free 
float-adjusted market-capitalization index that is designed to measure 
the equity market performance of developed markets in Europe, 
Australasia, and the Far East. ◆ The S&P 500® Index is designed to 
measure the performance of 500 leading publicly traded companies 
from a broad range of industries. ◆ The S&P U.S. REIT Index defines 
and measures the investable universe of publicly traded real estate 
investment trusts domiciled in the United States.

Bloomberg Index Services Limited. BLOOMBERG® is a trademark and 
service mark of Bloomberg Finance L.P. and its affiliates (collectively 
“Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays 
Bank Plc (collectively with its affiliates, “Barclays”), used under 
license. Bloomberg or Bloomberg’s licensors, including Barclays, 
own all proprietary rights in the Bloomberg Barclays Indices. Neither 
Bloomberg nor Barclays approves or endorses this material, or 
guarantees the accuracy or completeness of any information herein, 
or makes any warranty, express or implied, as to the results to be 
obtained therefrom and, to the maximum extent allowed by law, neither 
shall have any liability or responsibility for injury or damages arising in 
connection therewith.

Indexes are unmanaged, do not incur management fees, costs and
expenses, and cannot be invested in directly. For additional information, 
please see schwab.com/indexdefinitions.

©2019 Charles Schwab & Co., Inc. All rights reserved. Member SIPC. 
(0519-9ZT8)
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For a limited time, home purchase 
and refinance discounts are available 
exclusively through Schwab.   

See current rates on schwab.com/mortgages or call 1-877-490-6837.

Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value

You may be eligible for a closing cost discount up to $500 on any new home loan
offered by Schwab Bank’s home loan provider Quicken Loans®. 

Additionally, you may receive a 0.250% interest rate discount on eligible home loans.

Charles Schwab Bank, PO Box 982605 El Paso, TX 79998-2605
©2019 Charles Schwab Bank. All rights reserved. Member FDIC. Equal Housing Lender.
(0319-9UUY) ADP92439-10 (02/19) 00227657

In order to participate, you must agree that the lender, Quicken Loans, may share your information with Charles Schwab Bank. This offer is subject to 
change or withdrawal at any time and without notice. Nothing herein is or should be interpreted as an obligation to lend. Loans are subject to credit and 
collateral approval. Other conditions and restrictions may apply. Hazard insurance may be required. 
For Schwab Bank Investor Advantage Pricing: Only one Investor Advantage Pricing discount eligible per loan. Discounts available for all Adjustable-
Rate Mortgage (ARM) loan sizes, and selected Jumbo Fixed-Rate loans. Discount for ARMs applies to initial fixed-rate period only with the exception 
of the 1-month ARM where the discount is applied to the margin. Eligible balance based on Schwab and Schwab Bank combined account balances, 
including the following retirement account types: Traditional, Roth, Rollover, and Inherited IRAs. Clients that utilize an eligible IRA account balance to 
qualify for certain discounts may qualify for one special IRA benefits package per loan. This includes: a $200 bonus award into your Schwab IRA account 
with the largest balance, and an in-depth personal financial plan analysis to include a detailed review of your IRA(s) by a Certified Financial Planner. This 
information does not constitute and is not intended to be a substitute for specific individualized tax, legal, or investment planning advice. IRA account 
balance eligibility and the IRA benefit package is not available for clients of independent investment advisors. Details for the discount program available 
for these clients can be found by visiting www.schwab.com/advisors. Eligible balance must be verified 15 days prior to your anticipated closing for an 
on-time close. If you deposit your eligible assets with less than 15 days remaining before closing, your closing date may be delayed and your eligibility to 
receive the promotional rate may be affected.Where specific advice is necessary or appropriate, Schwab recommends consultation with a qualified tax 
advisor, CPA, financial planner, or investment manager. 
For the Closing Cost Limited Time Offer: The borrower will receive a $500 promotional closing cost credit on all Jumbo and Conforming Loans. Closing 
cost credits are limited to one per loan, depending on loan type. The application date must be between March 15, 2019 and September 15, 2019, in 
order to qualify to receive a closing cost credit. The application date will be printed on the Loan Estimate. This offer is not valid on Home Equity Lines of 
Credit. The closing cost credit will appear on the borrower’s final Closing Disclosure and is non-refundable in cash to the borrower.
Charles Schwab Bank and Charles Schwab & Co., Inc. are separate but affiliated companies and subsidiaries of The Charles Schwab Corporation. 
Investment products offered by Charles Schwab & Co., Inc. (member SIPC) are not insured by the FDIC, are not deposits or obligations of Charles 
Schwab Bank, and are subject to investment risk, including the possible loss of principal invested. Charles Schwab & Co., Inc. does not solicit, offer, 
endorse, negotiate or originate any mortgage loan products and is neither a licensed mortgage broker nor a licensed mortgage lender. Home lending 
is offered and provided by Quicken Loans, Inc., Equal Housing Lender. NMLS# 3030. Quicken Loans Inc., is not affiliated with The Charles Schwab 
Corporation, Charles Schwab & Co., Inc. or Charles Schwab Bank. Deposit and other lending products are offered by Charles Schwab Bank, Member 
FDIC and Equal Housing Lender.
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f you need proof of the value of diversification, 
look no further than the performance of 

emerging-market stocks over the past two years. In 
2017, they outperformed all other major asset classes, 
generating an impressive 37% return. In 2018, they 
came in dead last, ending the year down 15%.1

At Schwab, we believe diversification is the best 
antidote to volatile markets. Think of it as a financial 
shock absorber: By spreading your investments across 
a range of asset classes, you can dampen the impact of 
any one investment.

That said, volatility is in the eye of the beholder. 
Some want as few bumps in the road as possible, 

I

ON YOUR SIDE

Managing Market Jolts
 

Diversification is what you make of it.

while others can tolerate a rocky ride in pursuit of 
higher returns. If you’re unsure how much risk you’re 
truly comfortable with, Schwab Intelligent Portfolios® 
can help. The Investor Profile Questionnaire iden-
tifies both your goals and relative comfort with  
risk, then suggests a diversified portfolio that’s 
most appropriate for your needs. Learn more at  
intelligent.schwab.com.

Of course, diversification won’t eliminate market 
risk altogether, but it can help you stomach the rough 
patches. If you’re ever feeling unsure about the road 
ahead, feel free to give us a call or stop by your local 
branch. We’re here to help.

Charles R. Schwab
Founder & Chairman

1Schwab Center for Financial 
Research. Emerging-market 
stocks are represented by 
the MSCI Emerging Markets 
Index.

See page 46 for important information. u Diversification and asset allocation strategies do not ensure a profit and cannot 
protect against losses in a declining market. u Please read the Schwab Intelligent Portfolios® disclosure brochures for important 
information, pricing, and disclosures relating to Schwab Intelligent Portfolios. u Schwab Intelligent Portfolios is made available 
through Charles Schwab & Co., Inc. (“Schwab”) a dually registered investment advisor and broker dealer. (0519-96CM)



Schwab ETF OneSource™

Announcing 500+ 
commission-free
ETFs.

Investors should consider carefully information contained in the prospectus or, if available, the summary prospectus, including investment 
objectives, risks, charges, and expenses. You can view and download a prospectus by visiting schwabfunds.com/prospectus. Please read it 
carefully before investing. 
Conditions apply: Trades in ETFs available through Schwab ETF OneSource™ (including Schwab ETFs™) are available without commissions when placed online in a 
Schwab account. Service charges apply for trade orders placed through a broker ($25) or by automated phone ($5). An exchange-processing fee applies to sell 
transactions. Certain types of Schwab ETF OneSource transactions are not eligible for the commission waiver, such as short sells and buys to cover (not including 
Schwab ETFs). Schwab reserves the right to change the ETFs we make available without commissions. All ETFs are subject to management fees and expenses. 
Please see the Charles Schwab Pricing Guide for additional information.
Charles Schwab & Co., Inc. receives remuneration from certain third-party ETF companies participating in Schwab ETF OneSource™ for recordkeeping, shareholder 
services and other administrative services, including program development and maintenance. Participating fi rms also may make additional payments for other 
ETF-related opportunities, such as education and events and reporting.
Schwab’s use of the name or logo of any ETF sponsor or individual ETF in Schwab ETF OneSource promotional and informational materials prepared by Schwab is 
used under license. Schwab’s inclusion of a particular ETF in ETF OneSource should not be considered endorsement of any participating ETF or ETF sponsor or a 
recommendation of any security. Except with respect to the Schwab ETFs, Schwab is not affi liated with any participating ETF or ETF sponsor.
Charles Schwab Investment Management, Inc. (CSIM), the investment advisor for Schwab Funds®,  and Charles Schwab & Co., Inc. 
(“Schwab”), Member SIPC, the distributor for Schwab Funds, are separate but affi liated companies and subsidiaries of The 
Charles Schwab Corporation.
Charles Schwab & Co., Inc., 211 Main Street, San Francisco, CA 94105
©2019 Charles Schwab & Co., Inc. All rights reserved. Member SIPC. 
CC2442058 (0519-9PGH) ADP72350-02 (05/19) 00227084

You now have access to more commission-free ETFs than ever before 
at Schwab. Schwab ETF OneSource™ gives you:

• ETFs from industry-leading fund companies
• A broad selection of asset classes
• Niche exposure to complement your portfolio

Explore your choices at schwab.com/ETFOneSource.

158859_2019_Q2_OW_ADP72350-02_ETF_OneSource.indd   1 3/15/19   11:09 AM



Schwab Intelligent Portfolios® 

Automated investing with  
human help when you need it.
Our robo-advisor builds, monitors, and automatically  
rebalances a diversified portfolio based on your goals.

Access live support from U.S.-based service  
professionals 24/7.

Start with as little as $5,000.

Get your portfolio recommendation in minutes. 

Learn more at  
schwab.com/automatedinvesting.

Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value

Please read the Schwab Intelligent Portfolios Solutions™ disclosure brochures at schwab.com/intelligentdiclsourebrochure for important 
information, pricing, and disclosures related to the Schwab Intelligent Portfolios® and Schwab Intelligent Portfolios Premium™ programs.
Schwab Intelligent Portfolios® and Schwab Intelligent Portfolios Premium™ are made available through Charles Schwab & Co., Inc. 
(“Schwab”), a dually registered investment advisor and broker-dealer. 
©2019 Charles Schwab & Co., Inc. All rights reserved.  
CC2554482 (0419-9APC) ADP106051OW-00 (03/19)  
00227026

158814_2019_Q1_OW_ADP106051OW-00_DPCM-SIP.indd   1 3/8/19   6:51 PM

Printed on 10% post-consumer recycled paper.

00225731


	01_ON_Q219_Cover
	02_ON_Q219_TOC
	03_ON_Q219_Schwab Originals
	04_ON_Q219_CEO
	05_06_ON_Q219_BL_Allclear_Volatility
	07_ON_Q219_BL_Limit
	08_ON_Q219_BL_529K
	10_ON_Q219_Family Matters
	11_ON_Q219_PER_Riepe_Planning
	12_ON_Q219_PER_Martin_Corporates
	13_ON_Q219_PER_Davidow_REITs
	14_ON_Q219_T_Vacation
	15_ON_Q219_BigPic
	16_ON_Q219_FT_Diversification
	17_ON_Q219_FT_Working Retirement
	18_ON_Q219_FT_Defense
	19_ON_Q219_FT_Executor_Trustee
	20b_ON_Q219_Spot_Travel copy
	20c_ON_Q219_SPOT_ManagedSolutions
	21_ON_Q219_Disclosures
	22_ON_Q219_OYS
	23_ON_Q219_BackCover



