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Defensive investment
strategies share a common
goal — to help a portfolio better
weather an economic
downturn and/or bouts of
market volatility. But there are
some key differences,

including the specific criteria by which particular
stocks are selected. If you are nearing
retirement or just have a more conservative risk
tolerance, one of these defensive strategies
may help you manage risk while maintaining a
robust equity portfolio.

Tilt toward value
Growth and value are opposite investment
styles that tend to perform differently under
different market conditions. Value stocks are
associated with companies that appear to be
undervalued by the market or are in an
out-of-favor industry. These stocks may be
priced lower than might be expected in relation
to their earnings, assets, or growth potential,
but the broader market is expected to
eventually recognize the company's full
potential.

Established companies are more likely than
younger companies to be considered value
stocks. These firms may be more conservative
with spending and emphasize paying dividends
over reinvesting profits. Unlike value stocks,
growth stocks may be priced higher in relation
to current earnings or assets, so investors are
essentially paying a premium for growth
potential. This is one reason why growth stocks
are typically considered to carry higher risk than
value stocks.

Seek dividends
Whereas stock prices are often unpredictable
and may be influenced by factors that do not
reflect a company's fiscal strength (or
weakness), dividend payments tend to be
steadier and more directly reflect a company's
financial position. Comparing current dividend
yields, and a company's history of dividend
increases, can be helpful in deciding whether to
invest in a stock or stock fund.

The flip side is that dividend-paying stocks may
not have as much growth potential as

non-dividend payers, and there are times when
dividend stocks may drag down, not boost,
portfolio performance. For example, dividend
stocks can be sensitive to interest rate
changes. When rates rise, the higher yields of
lower risk fixed-income investments may
become more appealing, placing downward
pressure on dividend stocks.

Temper volatility
All stocks are volatile to some degree, but
some have been less volatile historically than
others. Certain mutual funds and
exchange-traded funds (ETFs) labeled
"minimum volatility" or "low volatility" are
constructed with an eye toward reducing risk
during periods of market turbulence.

One commonly used measure of a stock or
stock fund's volatility is its beta, which is
typically published with other information about
an investment. The U.S. stock market as a
whole is generally considered to have a beta of
1.0. In theory, an investment with a beta of 0.8
might experience only 80% of losses during a
downswing — and thus would have less ground
to regain when the market turns upward again.

The return and principal value of all
investments fluctuate with changes in market
conditions. Shares, when sold, may be worth
more or less than their original cost. Investing in
dividends is a long-term commitment. The
amount of a company's dividend can fluctuate
with earnings, which are influenced by
economic, market, and political events.
Dividends are typically not guaranteed and
could be changed or eliminated. Low-volatility
funds vary widely in their objectives and
strategies. There is no guarantee that they will
maintain a more conservative level of risk,
especially during extreme market conditions.

Mutual funds and exchange-traded funds are
sold by prospectus. Please consider the
investment objectives, risks, charges, and
expenses carefully before investing. The
prospectus, which contains this and other
information about the investment company, can
be obtained from your financial professional. Be
sure to read the prospectus carefully before
deciding whether to invest.
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Ten Year-End Tax Tips for 2019
Here are 10 things to consider as you weigh
potential tax moves between now and the end
of the year.

1. Set aside time to plan
Effective planning requires that you have a
good understanding of your current tax
situation, as well as a reasonable estimate of
how your circumstances might change next
year. There's a real opportunity for tax savings
if you'll be paying taxes at a lower rate in one
year than in the other. However, the window for
most tax-saving moves closes on December
31, so don't procrastinate.

2. Defer income to next year
Consider opportunities to defer income to 2020,
particularly if you think you may be in a lower
tax bracket then. For example, you may be able
to defer a year-end bonus or delay the
collection of business debts, rents, and
payments for services. Doing so may enable
you to postpone payment of tax on the income
until next year.

3. Accelerate deductions
You might also look for opportunities to
accelerate deductions into the current tax year.
If you itemize deductions, making payments for
deductible expenses such as medical
expenses, qualifying interest, and state taxes
before the end of the year (instead of paying
them in early 2020) could make a difference on
your 2019 return.

4. Factor in the AMT
If you're subject to the alternative minimum tax
(AMT), traditional year-end maneuvers such as
deferring income and accelerating deductions
can have a negative effect. Essentially a
separate federal income tax system with its
own rates and rules, the AMT effectively
disallows a number of itemized deductions. For
example, if you're subject to the AMT in 2019,
prepaying 2020 state and local taxes probably
won't help your 2019 tax situation, but could
hurt your 2020 bottom line. Taking the time to
determine whether you may be subject to the
AMT before you make any year-end moves
could help you avoid a costly mistake.

5. Bump up withholding to cover a tax
shortfall
If it looks as though you're going to owe federal
income tax for the year, especially if you think
you may be subject to an estimated tax penalty,
consider asking your employer (on Form W-4)
to increase your withholding for the remainder
of the year to cover the shortfall. The biggest
advantage in doing so is that withholding is

considered as having been paid evenly
throughout the year instead of when the dollars
are actually taken from your paycheck. This
strategy can also be used to make up for low or
missing quarterly estimated tax payments. With
all the recent tax changes, it may be especially
important to review your withholding in 2019.

6. Maximize retirement savings
Deductible contributions to a traditional IRA and
pre-tax contributions to an employer-sponsored
retirement plan such as a 401(k) can reduce
your 2019 taxable income. If you haven't
already contributed up to the maximum amount
allowed, consider doing so by year-end.

7. Take any required distributions
Once you reach age 70½, you generally must
start taking required minimum distributions
(RMDs) from traditional IRAs and
employer-sponsored retirement plans (an
exception may apply if you're still working for
the employer sponsoring the plan). Take any
distributions by the date required — the end of
the year for most individuals. The penalty for
failing to do so is substantial: 50% of any
amount that you failed to distribute as required.

8. Weigh year-end investment moves
You shouldn't let tax considerations drive your
investment decisions. However, it's worth
considering the tax implications of any year-end
investment moves that you make. For example,
if you have realized net capital gains from
selling securities at a profit, you might avoid
being taxed on some or all of those gains by
selling losing positions. Any losses over and
above the amount of your gains can be used to
offset up to $3,000 of ordinary income ($1,500
if your filing status is married filing separately)
or carried forward to reduce your taxes in future
years.

9. Beware the net investment income
tax
Don't forget to account for the 3.8% net
investment income tax. This additional tax may
apply to some or all of your net investment
income if your modified adjusted gross income
(AGI) exceeds $200,000 ($250,000 if married
filing jointly, $125,000 if married filing
separately, $200,000 if head of household).

10. Get help if you need it
There's a lot to think about when it comes to tax
planning. That's why it often makes sense to
talk to a tax professional who is able to
evaluate your situation and help you determine
if any year-end moves make sense for you.

Timing of itemized
deductions and the
increased standard
deduction

Recent tax law changes
substantially increased the
standard deduction amounts
and made significant changes
to itemized deductions. It may
now be especially useful to
bunch itemized deductions in
certain years; for example,
when they would exceed the
standard deduction.

IRA and retirement plan
contributions

For 2019, you can contribute
up to $19,000 to a 401(k) plan
($25,000 if you're age 50 or
older) and up to $6,000 to
traditional and Roth IRAs
combined ($7,000 if you're age
50 or older). The window to
make 2019 contributions to an
employer plan generally closes
at the end of the year, while
you typically have until the due
date of your federal income tax
return (not including
extensions) to make 2019 IRA
contributions.
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Five Retirement Lessons from Today's Retirees
Each year for its Retirement Confidence
Survey, the Employee Benefit Research
Institute (EBRI) surveys 1,000 workers and
1,000 retirees to assess how confident they are
in their ability to afford a comfortable retirement.
Once again, in 2019, retirees expressed
stronger confidence than workers: 82% of
retirees reported feeling "very" or "somewhat"
confident, compared with 67% of workers. A
closer look at some of the survey results
reveals various lessons today's workers can
learn from current retirees.

Current sources of retiree income
Let's start with a breakdown of the percentage
of retirees who said the following resources
provide at least a minor source of income:

• Social Security: 88%
• Personal savings and investments: 69%
• Defined benefit/traditional pension plan: 64%
• Individual retirement account: 61%
• Workplace retirement savings plan: 54%
• Product that guarantees monthly income:

33%
• Work for pay: 25%

Lesson 1: Don't count on work-related
earnings
Perhaps the most striking percentage is the last
one, given that 74% of today's workers expect
work-related earnings to be at least a minor
source of income in retirement. Currently, just
one in four retirees works for pay.

Lesson 2: Have realistic expectations
for retirement age
Building upon Lesson 1, it may benefit workers
to proceed with caution when estimating their
retirement age, as the Retirement Confidence
Survey consistently finds a big gap between
workers' expectations and retirees' actual
retirement age.

In 2019, the gap is three years: Workers said
they expect to retire at the median age of 65,
whereas retirees said they retired at a median
age of 62. Three years can make a big
difference when it comes to figuring out how
much workers need to accumulate by their first
year of retirement. Moreover, 34% of workers
reported that they plan to retire at age 70 or
older (or not at all), while just 6% of current
retirees fell into this category. In fact, almost
40% of retirees said they retired before age 60.
The reality is that more than four in 10 retirees
retired earlier than planned, often due to a
health issue or change in their organizations.

Estimating retirement age is one area where
workers may want to hope for the best but
prepare for the worst.

Lesson 3: Income is largely a result of
individual savings efforts
Even though 64% of current retirees have
defined benefit or pension plans, an even larger
percentage say they rely on current savings
and investments, and more than half rely on
income from IRAs and/or workplace plans.
Current workers are much less likely to have
defined benefit or pension plans, so it is even
more important that they focus on their own
savings efforts.

Fortunately, workers appear to be recognizing
this fact, as 82% said they expect their
workplace retirement savings plan to be a
source of income in retirement, with more than
half saying they expect employer plans to play
a "major" role.

Lesson 4: Some expenses, particularly
health care, may be higher than
expected
While most retirees said their expenses were
"about the same" or "lower than expected,"
approximately a third said their overall
expenses were higher than anticipated. Nearly
four out of 10 said health care or dental
expenses were higher.

Workers may want to take heed from this data
and calculate a savings goal that accounts
specifically for health-care expenses. They may
also want to familiarize themselves with what
Medicare does and does not cover (e.g., dental
and vision costs are not covered) and think
strategically about a health savings account if
they have the opportunity to utilize one at work.

Lesson 5: Keep debt under control
Just 26% of retirees indicated that debt is a
problem, while 60% of workers said this is the
case for them. Unfortunately, debt can hinder
retirement savings success: seven in 10
workers reported that their non-mortgage debt
has affected their ability to save for retirement.
Also consider that 32% of workers with a major
debt problem were not at all confident about
having enough money to live comfortably in
retirement, compared with just 5% of workers
who don't have a debt problem.

As part of their overall financial strategy,
workers may want to develop a plan to pay
down as much debt as possible prior to
retirement.

EBRI consistently finds that
setting a savings goal
increases the level of
confidence among today's
workers. Despite that fact,
just 42% of survey
respondents have tried to
determine a total retirement
savings goal, and less than
one-third have tried to
calculate how much they
may need for medical
expenses. Of those who
have calculated a total
savings goal, 34% have
found they will need $1
million or more to retire
comfortably.

Source: 2019 Retirement
Confidence Survey, EBRI
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Should parents "go for broke" on youth sports?
Many parents encourage their
kids to play organized sports
because they believe the
experience will be good for
their physical and mental

well-being. Athletic participation often provides
an opportunity to instill discipline and develop
social skills that could have a positive impact on
their children's futures.

But kids play has morphed into big business. In
2018, the size of the U.S. youth sports market
was estimated to be about $17 billion.1

The costs can really add up at more
competitive levels, when payments for
professional instruction, specialty equipment,
and travel kick into high gear. On average,
families with children who competed on elite
teams spent an average of $3,167 per player in
2018, up from $1,976 in 2013.2

Lofty hopes and dreams might inspire some
parents to overspend on youth sports. In fact,
surveys suggest that many parents are willing
to make big financial sacrifices to cover athletic
costs, possibly even taking on credit card debt
or delaying retirement.3 Unfortunately, some
parents may have unrealistic expectations,
such as those who are confident their children

will become professional athletes, despite the
very long odds against it.

Parents who assume that investing in athletics
will pay off with college scholarships are also
likely to end up disappointed. Only about 2% of
high school athletes benefit from athletic
awards, and few of them are "full rides."
Coaches often have more roster spots to fill
than available scholarships, so many athletes
receive partial awards that may cover only a
small fraction of tuition costs.4

Although most parents have good intentions,
there may be some unhealthy side effects.
According to a 2016 research study, young
athletes whose families devoted a large portion
of their household income to sports felt more
pressure to succeed and were less likely to
enjoy the experience.5 And even if their kids
love to play, parents should attempt to keep the
costs in an affordable range so that other
important financial goals (such as saving for
college and retirement) are not neglected.
1 WinterGreen Research, 2018

2-4 The Wall Street Journal, April 21, 2019

5 Family Relations, April 2016

How much will health care cost?
Retirement health-care costs will vary depending on your health and longevity, but it may help to
have a guideline. These are the estimated savings required for an individual or couple who
turned 65 in 2019 to have a 90% chance of meeting expenses for Medicare Part B health
insurance, Part D prescription drug coverage, Medigap Plan F, and out-of-pocket drug costs,
assuming median prescription drug expenses.* These estimates do not include services not
covered by Medicare or Medigap.

*Medigap Plan F is used for these estimates because it is the most comprehensive coverage
available and simplifies the calculation. However, this plan may not be available for new
beneficiaries after January 1, 2020. Current enrollees may keep Plan F, and most other plans will
remain available for new enrollees.

Source: Employee Benefit Research Institute, 2019
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