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The Unlikely Best Quarter of 2018

As I sat to write this month’s issue, we were just about to close the books on the third quarter. Now, with
all the negative trade war headlines, political intrigue, high-profile CEO shenanigans and even an interest rate
hike by the Federal Reserve, the third quarter turned out to be the best-performing quarter for stocks this year.

In fact, we saw broad gains in the major domestic equity indices, gains driven by strong economic
data, solid earnings growth and improved clarity on global trade. Yet perhaps not surprisingly, those posi-
tive factors often were overlooked, as news headlines focused on various political firestorms and the con-
tinued uncertainty with regards to the U.S.-China trade relationship.

But in what has become a recurring theme for the 2018 market, positive economic and corporate fun-
damentals once again outweighed the admittedly unnerving political headlines. Starting with current eco-
nomic growth, it’s simply the best we’ve seen in years.

The final reading of second-quarter Gross Domestic Product (GDP) showed growth above 4% annu-
ally. According to the Atlanta Federal Reserve GDP Now estimates, we can expect a similarly strong
number for the third quarter. To put that in its proper context, the last time the U.S. economy posted two
consecutive quarters of GDP growth above 4% (when there wasn’t an ongoing quantitative easing pro-
gram boosting economic activity) was 15 years ago, during the third and fourth quarters of 2003.

Corporate earnings growth also remained very strong during the third quarter, as more than 80% of
S&P 500 companies reported earnings above consensus expectations. According to financial data firm
FactSet, that’s a record high.

Those broad earnings gains were largely fueled by the Trump tax cuts passed at the end of 2017, and
with that firm tailwind still at its back, S&P 500 corporate earnings growth for 2018 is expected to rise
above 20% year over year! And, just as importantly, analysts expect strong earnings growth to persist into
2019, with current estimates calling for 14% earnings growth for the S&P 500 next year.

As for the boogeyman of global trade tensions, we still have persistent concerns about the U.S.-China
trade relationship. However, the third quarter also saw important resolutions on numerous other trade situ-
ations. First, in July, the United States and European Union reached a trade agreement that would prevent
retaliatory tariffs and promised to investigate ways to further promote free trade between the two powers.

Then, in August, the United States and Mexico agreed to a trade framework to replace the North
American Free Trade Agreement (NAFTA). As of this writing, negotiations continue with Canada to have
that country join the new U.S.-Mexico agreement.

This is important. Recall that as we began the third quarter, we had four areas of trade-related con-
cerns: the European Union, Mexico, Canada and China. Positively, we begin the fourth quarter with just
one area of legitimate trade concern, i.e. China.

And even on that still-contentious front, the U.S.-China trade relationship has improved. The recent imposi-
tion of a 10% tariff on $200 billion of Chinese imports was far less than the anticipated 25% tariff on $200 bil-
lion. We also saw a rather modest retaliatory move from China, with tariffs on just $60 billion of U.S. imports.

Now, the risk to the economy and markets posed by the U.S.-China trade situation is by no means
gone. In fact, this one unknown still represents the biggest single risk to the U.S. economy and markets.
Yet, it’s important to remember that so far in 2018, the underlying fundamental market support pillars of
a strong economy and healthy corporate fundamentals have powered stocks higher through multiple peri-
ods of trade, political and international uncertainty — and that’s critical context to consider as we enter
the final quarter of the year.

As for market segment performance in the third quarter, we saw a departure from the first two quarters
of the year. In Q3, large-cap stocks (broadly speaking) outperformed small caps. Similarly, value stocks
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outperformed growth for the first time this year.
Both of those changes in performance are represen-
tative of the reduction in global trade risks, as large
caps broadly, and value sectors specifically, under-
performed during the first two quarters on trade
concerns.

On a sector level, all 10 Standard and Poor’s mar-
ket sectors finished the third quarter in positive ter-
ritory. Health care and industrials outperformed the
S&P 500 thanks to strong earnings from health care
facilities, while industrials were aided by a reduc-
tion in trade tensions.

Conversely, the energy and materials sectors
fought headwinds from a stronger U.S. dollar early
in the third quarter. That caused both sectors to
relatively underperform the S&P 500 Index. The
remaining S&P market sectors generally tracked the
S&P 500 Index from a return standpoint.

So, what’s in store for the fourth quarter?

As things stand now, U.S. economic and corporate
fundamentals remain robust, and those two factors
likely will continue to provide strong support for
the markets. The strength of these two bull market
drivers have helped markets power higher in 2018,
despite a return of volatility. And, I fully expect con-
tinued market volatility in the fourth quarter, as we
still face several potentially significant unknowns.

Three such unknowns we all should be watch-
ing are A) Will the United States and China strike
a trade deal? B) Does corporate earnings growth
continue to meet expectations? C) Will there be any
major disruptive political events from Washington
(personnel turnover, midterm election tumult,
Special Counsel intrigue).

It’s unclear how, or when, these events will be
resolved, and what the implications will be for mar-
kets. Yet as 2018 has shown us so far, uncertainty is
not, by itself, enough to offset the strong fundamen-
tals in the U.S. economy and corporate America.

Also remember that markets always face uncertain-
ties at the start of every quarter, but over the long term, it
is core economic and corporate fundamentals that drive
market returns, not the latest sensational headlines.

The key for you, the investor, is to make sure your
investment positions are in line with your goals. And,
to make sure you’ve positioned your capital so that
you are building long-term positions in some of the
strongest, high-barrier-to-entry companies with a long
track record of outstanding earnings growth, increased
dividends and long-term share-price appreciation.

Whether you do this with individual stocks, mutu-
al funds or exchange-traded funds (ETFs), your goal
should be to invest for the long term, with a strategy
that mitigates risk through diversification and that
puts the power of compounding on your side.

Introducing a Streamlined Income
Multipliers Buy List
One of the consistent questions I get from sub-

scribers is what the best Income Multipliers are
to buy now. That question traditionally has been
answered via a section we call “Top 10 Common
Stocks to Buy Now.” This section is aimed at inves-
tors looking to put new money to work in the mar-
ket, and the picks come from our master list of equi-
ties on the Income Multiplier list (available on the
website).

Yet for many subscribers, questions remain about
this list. First, many want to know how many overall
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stocks they should own. They also want to know how
many stocks are current buys, and how many are
current holds. In short, I think there is a little confu-
sion about the Income Multipliers list, but I hope any
questions will be cleared up after this month’s issue.

The way I see it, all the securities on the master
list of Income Multipliers represent the kind of secu-
rities you want to own in a well-diversified, income-
generating portfolio. Yet, it’s hard to own all the
stocks listed here, as there are nearly 90 to choose
from, and of that 90, some 40 are listed as “buys.”

Now, I am of the opinion that this is way too
many stocks for an individual to own, since having
so many positions is a clerical nightmare, as well as
just too many positions to keep track of in any deep
way. It is one thing to own some 40, or even 90,
positions or more in a mutual fund or ETF. Yet own-
ing so many positions is just not recommended for
an individual.

So, how many stocks is right? Well, that’s largely
a personal decision based on your comfort level, but
in general I would say that owning 20 individual
stocks in a portfolio designed for income genera-
tion is more than enough. In fact, holding more than
20 positions can be way too cumbersome for most
investors to handle. Moreover, it’s just not neces-
sary, as you can get the same, if not better, results by
concentrating your holdings.

That’s why this month, I am introducing a new,
streamlined Income Multipliers buy list. This list

Dividend Annual
Consumer Discretionary Yield Dividend Growth
Lowe’s (LOW) 1.68% 55 years
McDonald’s (MCD) 2.79% 41 years

Dividend Annual
Consumer Staples Growth Yield Dividend Growth
Procter & Gamble (PG) 3.46% 61 years
Wal-Mart Stores (WMT) 2.21% 43 years

Dividend Annual

Energy Yield Dividend Growth
Exxon Mobil Corp. (XOM) 3.82% 35 years
Dividend Annual

Yield Dividend Growth
BB&T (BBT) 3.31% 6 years
PNC Financial (PNC) 2.77% 7 years

Dividend Annual

Healthcare Yield Dividend Growth
Johnson & Johnson (JNJ) 2.60% 55 years
Medtronic Inc. (MDT) 2.06% 40 years
Dividend Annual
Industrial Yield Dividend Growth
3M (MMM) 2.59% 59 years
Caterpillar (CAT) 2.26% 8 years
Cummins Inc (CMI) 3.10% 8 years
General Dynamics (GD) 1.84% 20 years
Union Pacific (UNP) 1.95% 8 years

will consist of what I think are the stocks you should
own right now, and those that are suitable for new
money. Think of this list as a hybrid of the monthly
Top 10 Common Stocks to Buy Now, and master list
of Income Multipliers. In other words, this is the best
20 stocks both to buy now, and the best to own in a
diversified income-generating portfolio. I call this
portfolio simply, the “Top 20 Income Multipliers.”

On Pages 4 and 5, you’ll find two-year charts
of each of the Top 20 Income Multipliers. These
are the stocks that are suitable for new capital, and
stocks to own if you were to pare down your current
holdings and make your portfolio more streamlined.

That’s not to say that the other stocks on the
Income Multipliers master list are bad or should be
avoided. Far from it. Rather, these are the 20 stocks
that I think should be a part of any strong, long-term
income portfolio.

These stocks come from different market sec-
tors, and they are in diverse industries. Yet what they
have in common is a strong position in their respec-
tive markets, strong earnings growth over the years,
a long history of increasing annual dividends, an
attractive dividend yield and good prospects for con-
tinued upside in terms of share-price appreciation.

Each month, I will update this list with news,
earnings, or other industry developments that mate-
rially affect these stocks. I also will have charts and
performance news. And, of course, this list will not
remain constant. It will be subject to constant revi-
sion, as we will remove some stocks and add others
as market conditions dictate.

Below is our inaugural list of the Top 20 Income
Multipliers.

Dividend

Annual
Dividend Growth

43 years

Yield
1.84%

Information Technology
Automatic Data Processing
DP)

2.31%

Dividend
Yield

1.33%

Dividend
Yield

2.20%

Dividend
Yield

5.98%

Dividend
Yield

Texas Instruments (TXN) 14 years

Annual
Dividend Growth

14 years

Annual
Dividend Growth

6 years

Annual
Dividend Growth

33 years

Annual
Dividend Growth

Materials
Albermarle Corp. (ALB)

Real Estate
American Tower REIT (AMT)

Telecommunications
AT&T (T)

Utilities Growth
No current recommendations

Dividend
Yield

0.74%

Annual
Dividend Growth

2 years

Special Situations Growth
Zimmer Biomet (ZBH)
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Top 20 Income Multipliers 4-Year Charts

Lowes Companies, Inc. (LOW)
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Procter & Gamble (PG)
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Top 20 Income Multipliers 4-Year Charts

Caterpillar, Inc. (CAT)
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The NASDAQ Composite now is up 15.7% year to

What’s Up

date (as of Sept. 26), outpacing the Dow Jones Industrial

Average’s 8.9% gain. The Dow has made a nice move

higher over the past month, and that’s chiefly due to eas-
ing global trade tensions. Meanwhile, the Dow Transports
continue to perform well, up 8.2% year to date. As for
the key funds we track, the Vanguard Dividend Growth

(VDIGX) continues its stellar showing and is now up

8.3% this year. Another takeaway here from our table is

Total Return

What’s Down

that domestic stocks continue to outpace international

equities, fixed income funds and gold.

As for the S&P sectors, Technology continues to do

well. Technology is up 17.6% year to date. However,
the segment trails the top-performing sector, Consumer

Discretionary, which now is up 19.7% year to date. Health
Care also continues to do very well, and is up 14.4%.
Consumer Staples, Materials and Telecommunications all

remain in the red in 2018.

Ticker 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 YTD
Dow Jones 30 Ind. DJIITR 283 53 17 19 89 -319 227 141 84 102 297 10 02 165 281 89
Bonhoee DJUTR 293 302 251 166 20.1 -278 125 65 197 1.6 127 307 -3.1 182 142 -09
Dow Jones Trans. DITTR 318 277 117 98 14 -214 186 267 0 75 414 251 -168 223 192 82
NASDAQ Comp. XCMP 508 103 2.1 109 107 -40 453 18.1 -08 177 402 148 7.1 9 307 157
Wellesley Income VWINX 97 7.6 35 112 57 -98 16 106 96 101 92 81 13 81 74 -13
Wellington VWELX 207 112 68 149 84 -223 222 109 39 126 197 98 0.1 11 142 -23
;’t(;plcezgs“mer VDC 116 82 38 159 127 -166 166 146 136 11 28 16 58 63 109 -39
¥?§%““dH‘ghDIV' VYM nfa na nfa na 14 -319 172 142 105 127 301 135 03 17 163 10
Vanguard Div. Growth ~ VDIGX 292 11 42 196 7 -256 217 114 94 104 315 118 27 75 149 83
by it EWC 532 228 275 169 284 -445 53.1 198 -124 9.1 53 1.1 -239 238 114 -07
iShares Switzerland EWL 332 173 13 30 55 -272 22.1 144 79 219 257 -17 03 -25 212 03
Vanguard Materials* VAW 382 132 345 19.5 266 -465 514 245 95 173 249 59 -102 215 221 -18
iwr.ShrSHighDiV' PEY nfa na 1 14 -153 381 36 209 86 63 305 18 24 314 80 04
chievers

TRowePriceNewEra ~ PRNEX 332 30.1 29.9 17 40.7 -502 494 21 -151 4 157 -78 -188 25 59 67
SPDR Gold Trust* GLD 194 55 178 225 305 49 24 293 96 66 -283 22 -107 8 96 -59
VG ST Inv Grade VESTX 42 21 22 5 59 -47 14 52 19 45 1 18 1 27 17 -18
Vanguard GNMA VEIIX 25 41 33 43 7 72 53 7 77 23 22 67 13 18 10 -3.1
VG IT Inv Grade VFICX 63 48 2 44 61 -62 177 106 74 91 -14 58 15 38 3.1 -37
*An appropriate benchmark is used prior to fund inception

S&P 500 Sector Indices

S&P 500 SPXT 287 109 49 158 56 -37 264 151 2.1 16 324 137 14 12 227 50
Consumer Discretionary SP500-25TR 37.4 132 -64 186 -132 -335 413 277 61 239 431 97 101 6 234 197
Consumer Staples ~ SP500-30TR 11.6 82 3.6 144 142 -154 149 141 14 108 261 16 66 54 197 -35
Energy SPS00-10TR 25.6 31.5 314 242 353 -349 138 204 47 46 25 -78 -21.1 274 22 90
Financials SP500-40TR 31 109 65 192 -18.6 -553 17.1 12.1 -17.1 287 356 152 -1.6 227 232 06
Healthcare SPS00-35TR 15.1 1.7 65 7.5 7.1 228 197 29 127 179 415 253 69 -27 234 144
Industrials SP500-20TR 322 18 23 132 12 -39.9 209 267 -0.6 153 406 98 -2.6 188 20.6 5.1
gg;’rma‘ionT“h“"l' SPS00-45TR 472 2.5 1 84 163 -43.1 617 102 24 148 284 20.1 59 138 410 17.6
Materials SPS00-15TR 38.2 132 44 182 224 -457 486 222 -98 15 256 69 -84 167 229 -04
Telecommunications SP500-50TR 6.8 19.8 -56 36.8 119 -30.5 8.9 19 6.3 183 115 3 34 235 -03 -0.6
Utilities SP500-55TR -26.2 243 168 21 194 -20 119 55 199 13 132 29 -48 163 120 03
6 October 2018 | www.JimWoodsInvesting.com



Continued from Page 3
And Then There Were Three...

In the June issue, I introduced you to what I called
my new favorite economic indicator, one that’s both
unique and well-reasoned, and one that I suspect will
give us a much better macro picture of the economy
and the likely future of market direction.

This indicator comes to us from my friend and
colleague, macro-analyst extraordinaire, Tom Essaye
of the Sevens Report. Tom calls this indicator the
“Economic Breaker Panel,” because just as a breaker
panel in your house “trips”” when there’s a problem, so
too will each of the economic indicators included in
this indicator. And like a real breaker panel, the more
indicators that have “tripped,” the bigger the problem.

In August, the Economic Breaker Panel index
saw a third breaker trip, Light Truck Sales, as the
three-month rolling averages turned negative. That
joins Building Permits (still declining) and copper
(at multi-year lows) as economic breakers that have
tripped. Additionally, a fourth breaker, Real Interest
Rates, is likely to trip if the Fed raises interest rates
in December. That means we could soon see four
of 10 breakers “tripped,” and while economic activ-
ity remains undeniably robust right now, clearly the
outlook is dimming a bit.

Sevens Report Economic Breaker Panel (September Update)
Indicator Slowdown Signal  Slowdown Indicated?
10’s-2’s Spread Inverted? No
Real Interest Rates Positive? No—But 0%.
Light Truck Sales Declining? _
12 Month Total Vehicle Miles Declining? No
Travelled
Avg. Work Week Declining? No
Jobless Claims Multi-Month No
Highs?
Building Permits Declining?
New Orders NDCGXA Declining? No
Copper Declining?
Crude Oil Declining? No

The Economic Breaker Panel is divided into three
categories: Macro Indicators, Economic Indicators
and Market Indicators.

Macro Indicators: 10’s-2’s, Real Interest
Rates. Here we are looking for outright inversion of
the 10’s-2’s spread and positive real interest rates as
conditions that would “trip” the economic breaker
and serve as a warning. Update: The 10’s-2’s spread
hit fresh new lows in August below 0.2% but has
since bounced slightly. Meanwhile, real inter-
est rates (Effective Fed funds minus 5-Year TIPS/
Treasury Breakeven Rate) is just 5 basis points, and
that number could turn positive soon if the Fed hikes
rates. Takeaway: No macro breaker tripped, but
we’re getting very close on real rates.

Economic Indicators: Light Truck Sales,
12-Month Total Vehicle Miles Traveled, Avg.
Work Week, Jobless Claims, Building Permits,
New Orders for Non-Defense Capital Goods
Ex Aircraft. Here we’re looking for multi-month
declines to imply a rollover of the economic trend,
or, for 12-month total vehicle miles traveled, a year-
over-year decline. Update: Building permits got even
more concerning as it was more negative on a rolling
three-month basis. Additionally, Light Truck Sales
now are negative on a three-month basis. Light truck
sales are not a widely followed economic indicator,
but they provide a good anecdotal view into current
economic trends. Put simply, the U.S. economy is
still powered by small business, and there’s very little
small (or even medium) business that does not use a
truck. Takeaway: Two economic breakers tripped.

Market-Based Indicators: Brent Crude &
Copper. Copper and crude oil can act as coinci-
dent or leading indicators of economic activity, and
multi-month lows in either are concerning. Update:
Copper remains near one-year lows on growing
fears that the U.S.-China trade dispute will disrupt
the global recovery, and we take this price action as
a “caution” sign on global growth. Takeaway: One
market-based breaker tripped.

Still, despite the tripping of three, and likely
soon four, breakers, that doesn’t mean that stocks
are heading lower in the medium term. Markets can
definitely continue to rally while economies lose
momentum. That’s what happened in 1998-1999,
and again in 2006-2007. That said, the breaker panel
should serve as an important reminder that we’re
still approaching the peak for economic activity
in this cycle. As such, we need to remain vigilant
toward any downward momentum.

Mind the Gap between the United States
and Emerging Markets
If you’ve ever been to London and rode the

Underground, a.k.a. “the tube,” you’ve seen the
signs that warn you to “Mind the gap.” The admoni-
tion is just a reminder to take caution while crossing
the spatial gap between the train door and the station
platform.

In markets, sometimes “gaps” develop that we
also must mind, and one such gap that’s developed
in 2018 is the one between the United States and
emerging markets since May. That gap now is
unsustainably wide, and how that gap closes largely
will determine how stocks trade into the year’s end.

The chart on page 8 shows the near-25% per-
formance gap between the total return on the S&P
500 Index and the total return on the iShares MSCI
Emerging Markets ETF (EEM). The reason this
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is so important has to do with recent history, since
the last time we saw a near-25% performance gap
between the S&P 500 and the emerging markets was
during the summer of 2015.

That gap foreshadowed two very nasty, near-15%
pullbacks in U.S. stocks in August/September of that
year, and again in January/December 2016. So, the gap
must close in either a positive or negative way for stocks.

So, which way will the gap go this time? Well,
there are two potential scenarios on how this gap
will play out. Starting with the bad news first, the
negative scenario is a repeat of late 2015-early 2016.
During that time, weakness in the emerging markets
eventually acted as an anchor on the stock market,
causing significant volatility for six-plus months.

The positive scenario is easier, and more likely,
and that’s because it only requires an extension of
what we’ve seen over the past several weeks, as
emerging market stresses across multiple fronts
(U.S.-China trade and China’s economic growth)
have improved.

In fact, for the positive scenario to occur, we
just need to see: 1) Continued improvement in
U.S.-China trade talks (that’s happening) 2) Still-
solid Chinese economic data, 3) Emerging market
currency stability (that’s also happening) and 4)
Solid global growth. In this scenario, we would
see emerging markets, foreign markets and com-
modities rally and close the gap with the S&P by
outperforming.

If this positive scenario takes place, it could
present us with new investing opportunities in our
Tactical Trends Portfolio.

The Financial Crisis Turns 10
If you had money in the markets 10 years ago,
you likely vividly recall the collapse of Lehman
Brothers. The fantastically swift implosion of one of
the most-prestigious financial institutions on Wall
Street happened a decade ago.

Since then, the market has made a remarkable come-
back. Consider that over the past 10 years, the total
return on the S&P 500 has roared back nearly 190%!
This shows not only the resilience in the American
financial system, it also shows the resolve of investors
to get back in the fight after a devastating defeat.

Yet maybe the most important thing to remember
about the financial crisis 10 years gone is that things
have a way of returning when we least expect it.

And, though the course of those things/events may be
altered, the river always finds its way back to the sea.

That’s what rivers do, and that’s what markets do.

At some point, we can expect another destructive
market meltdown. At some point, we will have to deal
with the detritus of systemic financial loss. It may take
another 10 years, or it may come far sooner or far later.

The best thing we can do, as investors and prepared
citizens, is to make sure our own financial and security
concerns are in the best shape they can be. That means
having diversified equity and fixed-income exposure
such as the sort we have in this service.

It also means avoiding the accumulation of exces-
sive personal debt, avoiding bad financial mistakes, and
making sure we are prepared for the worst-case scenar-
io even if that day defies the odds and never comes.

In the name of the best within us,

4

Jim

A

auto racing and bodybuilding.

JIM WOODS is a 20-plus-year veteran of the markets with varied experience as a broker, hedge fund trader, financial
writer, author and newsletter editor. His books include co-authoring, “Billion Dollar Green: Profit from the Eco Revo-
lution,” and “The Wealth Shield: How to Invest and Protect Your Money from Another Stock Market Crash, Financial
Crisis or Global Economic Collapse.” He also has ghostwritten books and articles, as well as edited the writing of the
investment industry’s biggest luminaries. His articles have appeared on financial websites that include InvestorPlace.
com, Main Street Investor, MarketWatch, Street Authority, Human Events and others. Jim formerly worked with
Investor’s Business Daily founder William J. O’Neil to help author training courses in stock-picking methodology.

In the five-year period from 2009 to 2014, the independent firm TipRanks ranked Jim the No. 4 financial blogger in the world (out of
more than 9,000). TipRanks calculates that during that period, Jim made 378 successful recommendations out of 506 total to earn a
success rate of 75% and a 16.3% average return per recommendation. He is known in professional and personal circles as a “Renais-
sance Man,” since his skills encompass composing and performing music, Western horsemanship, combat marksmanship, martial arts,
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U-6 Unemployment Rate (2007 - Present)
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The U-6, or total unemployment rate, continues to fall to near-historic
lows. A strong labor market remains good for stocks.

Despite trade tensions, the NDCGXA business spending and invest-
ment data continue to grow at a solid pace.

China Manufacturing PMI (August 2016 - Present)
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10s - 2s Treasury Yield Spread
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Chinese manufacturing growth stabilized in August, and that helped
global stocks to rally off their recent lows.

The 10’s-2’s Treasury spread, a.k.a., the yield curve, remains at
uncomfortably low levels as it continues to creep toward inversion.

Core PCE Price Index (Quarterly Over One Year)
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The Core PCE Price Index, the Federal Reserve’s preferred measure
of inflation, now has hit its 2.00% target.

Manufacturing activity in the United States remains strong and con-
tinues to signal robust economic growth going forward.

Data and chart analysis provided by Sevens Report Research, www.sevensreport.com.
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Aggregate bond prices have fallen of late, as political concerns in the
European Union (EU) and emerging markets largely have subsided.

Despite the decline in the U.S. dollar, gold remains under pressure as
inflation is not accelerating.
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The S&P 500 Index continued its recent surge to new all-time highs
thanks to a falling U.S. dollar and some mild improvement in the U.S./
China trade situation.

The dollar fell to multi-month lows in September thanks to improving
prospects for international economic growth.

Vanguard Total World Stock ETF (VT) West Texas Intermediate Crude Oil (SWTIC)
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Global stocks have rallied to multi-month highs on emerging market
stability and strong U.S. and EU economic data.

Crude oil prices remain near multi-year highs thanks to continued
supply discipline from OPEC producers.
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A supplement to the Intelligence Report newsletter

The New Rules
Of Retirement

Whether you are 40 or 80, forget
everything you've heard about
retirement. It’s all changed and will change again. I can show
you how to stay on top of the changes and use them to create
the retirement you desire.

Dear Friend,
Your job is harder than ever.

Forces are at work threatening your plans to establish and maintain lifetime
income security. I've been monitoring the threats to building a reliable
retirement income stream for more than 25 years, and I've never seen a
situation as dangerous as today’s.

Many retirees and near-retirees are being set up for a rude surprise by
trends that are gathering strength. Investors, especially IRA owners, are
facing unprecedented threats to their financial freedom and independence.

Keep my principal secure.
Pay me income.
Protect me from inflation.

Those are the goals of more and more investors. As the Baby Boomers
approach their post-career years, they focus on preserving their hard-
earned nest eggs and receiving steady cash flow from their portfolios. They
want to ensure they'll have enough income and assets to meet their lifetime
goals.



Steady, secure income means financial independence.

That’s why, as the Boomers age, interest in developing a continuing, stable
stream of cash is, well, booming.

Unfortunately, the second decade of the 21st century is the most
challenging time to try to meet these goals. Not too many years ago, it was
easy to convert a pre-retirement portfolio into a reliable stream of cash flow
that replaces your working years’ income.

It was so easy, the financial services profession didn’'t put much research
and work into retirement income management. Only a few of us focused on
issues such as how to plan withdrawals from IRAs, reduce taxes on
retirement income, and most efficiently include annuities in a retirement
portfolio.

Now, income security is a prime concern, and the Baby Boomers and their
financial professionals are struggling to catch up.

Tough decisions need to be made about IRAs, 401(k)s, medical insurance,
investments, taxes, estate planning, and more. Many of the decisions are
irreversible.

Make the wrong choice, and the rest of your retirement plan might not
matter.

More importantly, changes are taking place in the economy, the markets,
government policies, and employer practices.

While the Federal Reserve started increasing interest rates, the government
is cutting programs and increasing fees and taxes. Employers are slashing
benefits.

And of course Wall Street and the markets aren’t helping much.

That’s why more and more people believe war is being waged on retirees
and those planning for retirement.

In 1989, only 30% of Americans ages 30 and older were financially
unprepared for retirement, according to the Center for Retirement
Research. In 2014, CRR estimated 52% of Americans over 30 are likely to fall



short.

About two-thirds of those aged 45 to 60 say they will retire later than they
had planned, according to the Conference Board. In 2011, that number was
only 42%.

Government data show that after many decades of declining, the average
retirement age has been increasing. Even those who think they're prepared
for retirement often aren't.

Almost half of all Americans die with financial assets of less than $10,000,
according to recent research by James Poterba, an MIT economist.

Many Americans enter retirement with what seemed to be a substantial
amount of financial assets, but because of mistakes and unforeseen events,
they spend faster than they anticipated and end up with few assets.

It doesn't have to be that way for you.

You can be financially secure during your post-career years, free of the
worries that will plague many others in the coming years.

But you can't rely on what worked in the past. Following tired “rules of
thumb” and traditional cookie-cutter approaches is the road to income
insecurity.

Don't travel that road.

You can find plenty of retirement advice online, in books and magazines,
and other places. But you'll find mostly a rehash of the old rules of
retirement.

More importantly, many of the real questions you face won'’t be addressed,
and there won't be updates as the rules of retirement change.

You need to use strategies and tools that are different from those that
worked for past generations of retirees. Retirement has changed and will
change again.

The markets and economy, tax law, estate planning, health insurance,
Medicare, Social Security, long-term care, annuities, and all the other
financial aspects of your post-career life are being transformed.



You need to be on top of the changes and know how they’ll affect you.

Assessing the Six Threats to
Lifetime Income Security

Most importantly, you need to know how to deal with today’s six threats to
lifetime income security. Most of the threats aren’t new, but they've been
growing rapidly, and the danger to your security is increasing.

RETIREMENT RISK #1
The foundations are crumbling.

For decades, Social Security and Medicare provided the secure financial
foundation of retirement. Today, those programs are in financial trouble and
will have to change in the future.

You know about Social Security’s problems. If changes aren’t made by 2036,
a 23% cut in benefits will be required to maintain the system, according to
its chief actuary.

Many people say they don't expect to receive anything from Social Security
and aren't including it in their plans. But they underestimate the importance
of Social Security to retirees.

Even for higher-income people who earned at least the maximum Social
Security wage base for 35 years, the program replaces 28% of pre-
retirement income. For low income beneficiaries, it replaces 90% of pre-
retirement income.

Most current retirees report depending more and more on Social Security
as the years go on. If the program goes under or benefits are reduced
substantially, you'll have to make major adjustments.

Medicare is in even worse shape and is closer to insolvency. Without
change, Medicare will be bankrupt by 2022, according to the Congressional
Budget Office.

There are likely to be higher premiums, reduced benefits, more means-



testing, and a later eligibility age.

Like it or not, Social Security and Medicare are the foundations of the
American retirement, and you'll have a tough time replacing them.

That’s why in a few minutes I'll show you how to shore up these foundations
of your retirement plan. You'll learn to maximize the benefits you receive
from these programs and avoid making the mistakes that thousands of
retirees make every year.

Learn the facts, and Social Security and Medicare can be valuable assets,
effectively adding many thousands of dollars to your nest egg.

RETIREMENT RISK #2
You're on your own for medical care.

Retirement medical and long-term care costs are prime worries of most
Americans. About 67% of Americans ages 55 to 65 said medical expenses
were the top retirement concern, according to a 2014 survey by Allianz. And
rightly so. They are the retirement plan wild card.

I've learned that medical expenses and health care are the most
misunderstood and underestimated expense for retirees. Consider this:

e Many Americans believe that Medicare or their
employer’s insurance will cover most retirement
medical expenses and long term care expenses
they need. That’s not even close to the truth.

e Only 28% of employers with more than 200
employees provide retiree medical coverage
(compared to 66% in 1968). Most of those that still
provide coverage are reducing benefits and moving
retirees to privately run insurance exchanges.

e Medicare pays only 80% of covered expenses, so
you're on the hook for 20% with no limit. Plus,
there are many medical expenses that aren'’t
covered by Medicare. You need a way to pay for all
of those.



Medicare covers only about half of the average
member’s medical expenses. The average retiree
will pay $6,000 to $8,000 out-of-pocket each year
for medical care. That’s the average, so many pay
more and some pay considerably more.

A retired married couple today is estimated on
average to need more than $270,000 over the next
20 years to pay for their medical expenses that
aren't covered by Medicare. Of course, those with
above average needs or who live past age 85 will
need even more.

Long-term care expenses generally aren’t covered
by Medicare. The truth is, Medicare pays for only a
minority of nursing home expenses, and those
payments largely are for short-term rehabilitation
after an illness or injury. Residents and their
families pay most nursing home expenses.

Prescription drugs aren'’t covered by basic
Medicare Parts A and B.

Medicare now is means-tested. The higher your
income is, the higher your Medicare premiums will
be for both regular Medicare Part B and for
prescription drug coverage under Part D.

The Affordable Care Act shifts money away from Medicare, especially the

popular Medicare Advantage program, reducing benefits and increasing

costs for beneficiaries.

“I have been a subscriber to Retirement Watch since 1997. I
trust Bob Carlson completely and follow his investment, tax,
and planning advice personally.”

—Sandy Kagan,
CFA, CFO Partner, Tatum Partners



Medical expenses will be one of the three biggest post-career expenses for
most people, and they'll only increase as the years go on.

Even those who understand they are largely on their own for medical care
need to know more. Many pay far too much for Medigap, Part D
prescription drugs, and long-term care coverage.

Recent surveys found that many owners of these policies pay up to twice
what they need to. It doesn’'t do much good to save and invest for a
comfortable retirement and build a legacy for your loved ones only to spend
most of your nest egg on medical care and overpriced insurance.

That’s why I keep my readers up-to-date on the truth about Medicare, Part
D prescription drug coverage, long-term care and every other aspect of
paying for their medical care.

RETIREMENT RISK #3
Avoid the #1 retirement planning mistake.

“We didn't realize how much everything would cost, Bob. That’s the mistake
we made”

Those were the words of a woman who shared, with her husband, a large
lakefront house (with an indoor swimming pool) in a secured golf course
community in central Virginia. They also owned a condo in Florida to be

near their grandchildren in winter.

They weren’t hurting for money. But after five years of retirement, the
couple was concerned that they had underestimated the cost of retirement.
He went back to consulting part time, and she also found part time work.

“Thanks to Retirement Watch, we always seem to have
money to spend on things we want and need.”

—Artie Spencer, Port Arthur, TX

This is not unusual. Ask many retirees what their biggest retirement
planning mistake was, and a high percentage will say that they didn’t do a



good enough job of estimating retirement spending.

Ask financial professionals, and theyll also say that most people don’t have a
good handle on how much retirement costs.

One-third of U.S. adults who haven't retired say they'll need 25% to 50% of
their pre-retirement income in retirement, while another third say they’ll
need 50% to 75%, according to a recent TIAA-CREF survey.

The traditional rule of financial advisors is your annual retirement spending
will be 65% to 80% of your pre-retirement income. But which is it? 65%?
80%? Or something in between?

The assumption is that you'll spend less in retirement because you won't pay
Social Security taxes or have work-related expenses. But this simple rule of
thumb, one of the great myths of retirement, gets many people into trouble.

You will spend less in retirement on expenses such as commuting, new work
clothes, payroll taxes, 401(k) contributions, and a few other items. It sounds
very logical.

But since you aren’t working, you have time to fill.

That time might be filled by activities that cost money, such as golf, travel,
entertaining, eating out more, going to more shows or movies, hobbies,
spoiling the grandchildren, or a host of other possibilities.

Over time, you also are likely to incur higher medical expenses.

With parents living longer and children needing more financial help, you
could end up helping both your parents and your children. That situation
will become more and more common.

The truth is that for many people, expenses stay the same or increase in the
first years of retirement. The money just goes to different expenses.

A rule of thumb that actually works is that the higher your income, the less
your expenses are likely to decline in retirement.

If you don’t want to wake up in a cold sweat worrying about money a few
years into retirement, ignore the general rule. The question is: How much
are you likely to spend in retirement?



Many people learn to their regret that their spending won't decline in
retirement. Even those who correctly estimate their retirement spending
often make a different mistake.

“The best, most useful financial advice newsletter that I

n

get.

—Richard A. Roemer, Marlton, NJ

In fact, the most common retirement planning mistake is failing to consider
inflation in retirement plans. Many people develop a spending plan for the
first year or two of retirement that matches their income. But they forget
that prices and costs change over time.

Inflation is one of the great enemies of retirees. The average 3% annual
inflation of the last few decades cuts your purchasing power in half over 24
years and by close to 20% after five years.

The more modest and recent 2% inflation cuts your standard of living by
20% after 10 years. It doesn’t happen overnight, but it is painful over time.

You can learn the right way to estimate your retirement expenses, the true
effects of inflation, and more. Keep reading to see how to make your money
last.

RETIREMENT RISK #4
Most retirement investment advice is wrong and
dangerous.

Retirees and those close to retirement get the worst investment advice. And
it's gotten worse over the years. That’s not surprising.

Financial advisors and brokers concentrate on investors who are going to
increase their investment accounts each year. That's a growth business.

There’s not much growth when clients plan to spend their investment funds
and draw down their accounts.

The investment advice for retirees used to be simple.



As you get older, move most of your portfolio out of risky stocks and into
safe, income-producing investments such as bonds, certificates of deposit,
and money market funds.

“Your information on annuities stopped me from making a
huge mistake.”

—J.F.S. San Brun

That made sense when retirement lasted about five years, interest rates
were higher, and you didn't have to worry about wide changes in the cost of
living.

Now, this advice is the most dangerous thing you can do in retirement. More
recently, retirees and pre-retirees were told to invest like everyone else,
using diversified portfolios developed using historic returns and computer
programs.

They were told to buy-and-hold these portfolios and to count on the long-
term trends of ever-rising stock prices. While the strategy can work over
the very long run, unfortunately it often produces poor results in the short
run.

People in or near retirement can't invest based on 80 years of history. What
happens in the next 10 years or so is what matters to them. Results over the
next 10 years often vary greatly from the last 10 years and the historic
average.

It’s risky advice when the next 10 years of returns will make or break your
retirement plan. The dirty little secret of traditional investing is that, while
people are told they have diversified portfolios, they really don't.

The truth is that when a portfolio is 60% stocks and 40% bonds, about 90%
of your total returns and volatility are tied to the stock indexes.

Your retirement security rises and falls with the stock indexes. When the
bulls are running, that’s a great thing. But the volatility and huge market
declines like we had in 2008 have hurt many retirees and put future retirees
in uncomfortable positions.



These days, investing conservatively and for safety isn’t rewarding either.
Even after increases starting in 2016, interest rates still are well below what
investors need to generate decent income. The Federal Reserve’s low
interest rate policies might have saved the economy, but they punish savers
who simply want a comfortable, safe retirement income.

It doesn’t have to be that way. You can earn higher returns than you have
recently while taking much less risk. You don't have to bounce up and down
with the stock indexes or sit in cash, losing money to inflation and taxes.

In Retirement Watch, 1 develop strategies that actually help Americans who
are planning for retirement or are in retirement.

I'll tell you more about those strategies in a few minutes.

RETIREMENT RISK #5
Retirement lasts longer than most think.

For the first generation of post-World War II retirees, retirement generally
lasted five years or so. Today, many people still believe they have to plan
only for five to 10 years of retirement.

The fact is, a twenty- year retirement is common, and thirty-year
retirements aren’t unusual.

People on average retire before age 65. Though many people now say they
plan to work longer, about half of people retire involuntarily and before they
expected.

Some people retire because of medical problems or injuries from accidents.
Others lose their jobs due to restructuring or a layoff and can't find suitable
new jobs, so they retire.

The fact is that retirement could last a long time, even if you plan to
continue working, because you might not retire when you thought.

Even for those who retire at age 65 or later, retirement can last a long time.
People simply are living longer than they used to.

Here’s a sample of what you need to know about longevity. In a married
couple in which each spouse is age 65 today, there’s about a 20% chance



either spouse will live to 95. When both spouses are 55, there’s a 43%
chance at least one will live past 95, according to annuity mortality tables. In
about 15 years, the odds will be about 50%, according to the insurance
actuaries.

Many people born in 1946 and later can expect to spend more than 30 years
in retirement. Some will spend more time in retirement than they did in
their careers.

There’s another twist to consider. Most of my readers are wealthier and
better educated than the average person.

They have access to better medical care. They're more likely to make smart
lifestyle choices. They generally had careers that weren’t physically
demanding and were unlikely to result in injuries or disability.

These factors make an above average life expectancy more likely.

If youre reading this you're likely to live four or more years longer than the
average for your age. And lifespans are likely to increase in coming years as
science discovers new treatments and cures. There are many benefits to
longevity and longer lifespans.

But there’s one giant negative. The nest egg needed to pay for all those years
of retirement can be substantial.

You have to save enough money and keep that nest egg growing to pay for
all those years of retirement and protect your purchasing power from
decades of inflation.

RETIREMENT RISK #6
Your taxes won't go down in retirement.

Your taxes will be lower in retirement. That used to be true. Now it is one of
the most dangerous myths in retirement planning. Instead, you have to
protect yourself from the retiree tax attack.

Even after the Tax Cuts and Jobs Act of 2017, taxes are going to be one of
your three largest expenses in retirement. Despite the income tax rate cuts,
your taxes are likely to increase during retirement.



For years, Congress and the IRS quietly looked to older Americans to
increase government revenues. After all, older Americans are the richest
generation in history. You don’t think you're rich, but Congress does. And
state and local governments also are desperate for cash and have been
raising taxes.

One of Congress’ favorite tricks is to sneak in a bunch of what I call Stealth
Taxes that mostly affect those in or near retirement age.

Some of the Stealth Taxes were repealed in the 2017 law, but others remain,
such as the tax on Social Security benefits, the Medicare premium surtax,
the Alternative Minimum Tax, the 3.8% net investment income tax, and
more.

The new law also was a stealth tax increase for some.

Sure, income tax rates are lower. But personal exemptions are eliminated as
are a number of itemized expense deductions, especially deductions related
to investments and taxes.

Other deductions are limited, such as the deductions for mortgage interest
and state and local taxes. Even after taking the higher standard deduction
into account, some taxpayers could pay more if they don’t take action.

Plus, those lower tax rates and most of the other benefits for individuals in
the new law are temporary. Theyre scheduled to disappear after 2025, and
they could be repealed earlier by a new Congress.

Even after the 2017 changes, it’s not unusual for taxes and tax rates to stay
the same or even increase after retiring. In fact, because of the Stealth
Taxes, retirees face some of the highest marginal tax rates in history.

Here'’s an example. Social Security benefits used to be 100% tax-free. But in
1993, the law was changed.

Now, if a couple’s income is greater than $44,000 ($34,000 for single
taxpayers), up to 85% of Social Security benefits are taxed. So, if you earn $1
more from your investments — or are forced to withdraw $1 more from an
IRA after age 70 —pushing your income above $44,000, not only is that
extra dollar taxed, but up to 85% of Social Security benefits are taxed.



“Most of the tax and estate changes that affect me are
covered in your publication before I see them anywhere

else.
—Oscar S. Ratterman, St. Louis, MO

Your marginal tax rate could skyrocket to 70% and higher if you live in a
state with a high tax rate.

And what'’s worse, the $44,000 income level threshold is NOT tied to
inflation. More people are hit with this tax each year, and the 2017 tax law
didn’t change it at all.

You have to be on constant guard against politicians devising new and
creative ways to get their hands on your nest egg. It's only going to get
worse now that the Baby Boomers are surging to retirement age.

Consider these provisions that were popular in Congress but weren't
included in the final tax reform law:

e Reducing the maximum contributions to
retirement accounts, including IRAs and 401(k)s;

e Turning all retirement accounts into Roth
accounts, disallowing any tax benefits for
contributions;

e Taxing long-term capital gains and qualified
dividends at the same rate as other income

e Disallowing all deductions on vacation homes and
second homes;

e Requiring investors to use their lowest tax basis,
effectively increasing capital gains taxes on the
sales of stocks and mutual funds

Make no mistake, these would be heavy taxes on retirees and many in
Congress want to turn to retirees to help pay the government debt.

Keep reading, and I'll show you how to beat the retiree tax trap and the



other threats to your lifetime income security.

You Can Create Safe, Secure,
Sustainable Lifetime Income

You don't have to stand there meekly and let these risks destroy your nest

egg.
You can fight and win.

I know. I identified the threats a long time ago and have helped tens of
thousands of investors just like you overcome them and establish lifetime
financial security.

You can build a fortress around your assets and generate reliable cash flow. I
believe today is a great opportunity for those who prepare and adapt.

Through solid, independent research and advice, I discovered the critical
strategies needed to establish and maintain financial security.

To be clear, I'm not offering a magic formula, silver bullet, or single ideal
investment. You won't see me talking about some obscure or secret
government plan and promise it will make these obstacles go away.

I'm not telling you there’s an investment vehicle that was created by a law
that was known only by a few insiders until now.

You'll have to look elsewhere for such gimmicks and fads.

I offer a toolbox of strategies and a solid plan that will help create the
retirement you desire. I will urge you to ignore the status quo, conventional
rules of thumb, and standard Wall Street advice.

My plan isn’t complicated, either. I find that simple solutions often are the
best.

Through relentless, detailed, independent research I push past the
complexity so beloved by Wall Street and Washington and guide my readers
to strategies that will maximize their cash flow.



My plan also is comprehensive.

I help readers make the right moves on tough issues involving all the
financial aspects of retirement planning: Their investments, Social Security,
managing IRAs, pension plans, annuities, estate planning, medical coverage,
income taxes, and more.

Most importantly, I've learned, and my readers know, that a retirement plan
is a process, not an event.

As you've seen, the rules and circumstances keep changing. You can't set-it-
and-forget-it. For almost 25 years I've kept my readers a step or two ahead
of those changes, exploded myths, and steered them down the road to
financial security.

I write the only publication devoted to all the financial aspects of
retirement. Most “retirement” publications focus on finding the highest
yields, hot investment tips, the best places to retire, or a few other topics.

That’s not for us. To have a successful retirement, you need to fit together
all the pieces of the puzzle.

Let me keep you on the road to retirement security. Let me explode some
retirement myths and explain to you some of the key New Rules of
Retirement.

Think about my suggestions for improving your retirement. Take notes.
Review my ideas.

Then, consider my invitation to join our growing family of Retirement
Watch members.

Now is the best time to begin your membership.

SUBSCRIBE NOW

Please keep reading, and let me show you how to create the retirement you
desire. You'll learn the basic elements of my plan and how you can obtain all
the details.



RETIREMENT RULE #1
Defuse the Ticking Time Bomb in Your IRAs.

IRAs are the most valuable assets most people own. With the demise of
employer-guaranteed pension annuities, the key to financial security is
making those IRAs and 401(k)s last beyond a lifetime.

Yet, your IRA isn't as valuable as you think. IRAs and 401(k) accounts
essentially come with mortgages on them.

You see, traditional IRAs and 401(k)s have a lot of tax breaks on the front
end. You might have deducted the IRA contributions or excluded the 401(k)
contributions from income. Over the years those contributions were
invested, and the gains and income compounded free of income taxes.

When you withdraw the money and want to spend it, however, it's taxed,
and it’s taxed as ordinary income. You lose the tax advantages of any long
term capital gains or qualified dividends earned in the account.

Those are the costs of tax deferral and the mortgage on your IRA. IRA
distributions will be taxed along with the rest of your income, so you could
be paying a tax rate as high as 37% on some of the distributions, plus any
state income taxes.

The real value of your IRA isn’t the amount listed on your statements.

The real value is the account’s market value minus the taxes that will be due
on the distributions. You spend only the after-tax value, while the IRS gets
the rest.

That'’s just one of the reasons that managing your IRA in today’s more
complex world is tricky. Things change. The law. The economy. The markets.
The trends.

You need to know how to make IRAs last. I've studied and researched in
great detail how to stretch an IRA. I've learned that a few simple, but often
overlooked, steps can ensure your nest egg churns out distributions longer.
Years longer.

Few people even consider some of the key questions of IRA management.



Many of those who do consider the questions seek answers in some widely
held rules of thumb.

These rules sometimes work, but many of them are out-of-date or aren’t
best for every situation.

My readers know the key answers to these issues:

e Which investments should be held in IRAs and
which in taxable accounts? Here’s a clue: The
answer isn't the same for every investor.

e Which accounts should you draw down first in
retirement? Taxable accounts? IRAs? Roth IRAs?
Should you draw from each of them every year?
Does it matter?

e What's the one investment you should always sell
first when you start tapping your nest egg?

e How do you determine the best investment to sell
for the lowest possible tax bill?

e Three little-known ways to outfox the tax man
when trading stocks in your taxable investment
accounts.

e The one and only time it makes sense to hold
stocks in an IRA instead of a taxable account.

e The type of retirement account you should almost
always tap last — even though most people don't.
Don't let this common mistake put your long term
retirement security at risk.

You can see how making a few smart asset allocation decisions in your
taxable and non-taxable accounts could save you thousands of dollars in
needless taxes. These dollars could add up to lots of extra dough for you and
your loved ones to enjoy.

My readers also know:



e How to safely add gold, silver, and other hard
assets to your traditional IRA — without setting up
an expensive Self-Directed IRA. You won't believe
how easy it is to do.

e How the same spending strategy used by Yale
University can help safeguard your IRA. This
proven system is used to protect Yale’s multi-
billion dollar endowment fund against inevitable
market downturns — and it can do the same for
your portfolio, too.

e How to buy your dream vacation home using your
IRA. Do it this way and you won't have to worry
about any backlash from the IRS.

e Want to convert multiple IRAs into one Roth IRA?
No problem. Follow these four easy steps to
convert one or more IRAs or just part of an IRA
into a Roth IRA.

e How to take your required minimum distribution
without liquidating a single share of stock or other
investments you own in your traditional IRA.

e The common withdrawal mistake that makes your
Roth IRA vulnerable to a massive IRS tax grab.
These two simple steps let you tell the taxman to
take a hike.

e Have a 401(k)? When it makes sense to convert it to
a Roth — and when it doesn'’t. Get the full scoop on
whether this little-known tax-saving strategy will
work for you.

I give Retirement Watchreaders all the details on these and other savvy
ways to manage your IRA and other retirement accounts.

You'll find many of these insights in my Special Report, The New Rules of
Retirement. This report is available to you free when you become a member
of Retirement Watch.



SUBSCRIBE NOW

RETIREMENT RULE #2
Stop Following Tired, Failed Investment Advice.

Investors don't have to struggle the way most have since 2000 and
especially since 2007. They don't have to be subject to extreme market
volatility or a long-term bear market in stocks.

It just doesn’t have to be that way.

But you can't profit by using leftover strategies that worked in the pre-2000
bull market or before the 2008 financial crisis.

“Bob Carlson is helping me build an income and growth
portfolio. I lost a lot of money by not paying attention to
Retirement Watch! I finally fired my financial advisor and am
paying much more attention to Retirement Watch.

—Johnny Guy,
Annapolis, MD

You need other strategies to maintain your financial freedom and ride down
the road of solid, steady profits. I've shown tens of thousands of readers
strategies that work well in almost any market.

I'm a safety-first investor. I always want a margin of safety. I manage risks
first and look for solid returns second.

That’s the way to earn higher long-term returns and avoid large losses. I
don’t want only good returns. [ want low risk.

The result is that in one of its last issues, The Hulbert Financial Digest
ranked Retirement Watch as one of the top-performing newsletters in bear
markets. That's why for a long time I've been ranked highly for long-term
risk-adjusted returns among mutual fund newsletters by The Hulbert




Financial Digest. My recommendations earned more than the S&P 500 while
taking one-third less risk, according to Hulbert.

I not only have a good track record, I have a long one, as you can see from
the chart.

Sector Portfolio

Vanguard 500 Index

You see, I bring to Retirement Watch readers the best strategies of the
institutional investment world. I serve as Chairman of the Board of Trustees
of the one of the largest local government pension funds. Its portfolio has
been among the top performers in the country for the past 10 years.

In the pension fund we work with the best, most innovative firms in the
investment world. I take the ideas and strategies I learn from them and
adapt the strategies to the needs of my readers.

My portfolios aren’t unwieldy lists of dozens of recommendations. They're
simple and easy to follow.

Almost every investor can follow my investment advice. I know there’s no
such thing as a one-size-fits-all portfolio strategy and recommendations.

That’s why I offer several strategies and tell my members which strategies



are best for different types of investors. I have strategies for readers who
primarily want income, those who want growth, and different combinations
in between.

I give specific buy and sell advice. I continue to follow my recommendations.
I let you know when it is time to sell an investment and move on to
something new.

My Retirement Paycheck strategy offers above-average income (recently a
5% yield) and capital gains. I have an aggressive strategy I call Invest with
the Winners that’s handily beat the market indexes for a long time.

All my investment recommendations follow the same principles. The key to
long-term investment success is to avoid large losses. I look for a margin of
safety in all our investments.

Risk management is the key to investment success and the bedrock of my
recommendations.

You'll learn more about my strategies for investing before and in retirement
after you become a member and in the free report I send to new members, 5
Easy-Chair Portfolios to Fund Your Retirement Dreams.

SUBSCRIBE NOW

RETIREMENT RULE #3
Avoid the Retiree Tax Attack.

Don’t be fooled by the lower tax rates in the Tax Cuts and Jobs Act of 2017.

The law is full of tax traps, and many of them are set for those in or near
retirement age. [ wrote the book on retirees and taxes — literally.

My Retirement Tax Guide was so popular it went into five editions. I've been
trained as an attorney and accountant, and I spent about 15 years writing
monthly tax newsletters for tens of thousands of subscribers. After the Tax
Reform Act of 1986, I wrote 199 Loopholes That Survived Tax Reform.



Most importantly, I stay on top of the changes in the tax law and how they
affect different taxpayers.

That's why my readers know how to squeeze the maximum legal benefits
from the tax code. For example, [ explained to readers how they can
structure their portfolios and use special tax rules to stay in the 20% (or
lower) tax bracket after retirement for life, no matter how much money they
receive.

As a member, you'll learn ways to reduce taxes on Social Security benefits,
on your retirement benefits, investments, and annuities. You'll learn how to
get every deduction to which you are entitled. And you'll learn about some
widely-promoted strategies to avoid if you don’t want trouble with the IRS.

When the tax law changes, you'll be among the first to know what to do
about it — my readers knew the details of the 2017 tax reform shortly after it
became law.

Here are just a few of the tax breaks Retirement Watch readers know...

e Alittle-known tax-saver that people who own
employer stock in their 401(k)s must know.

e How to avoid the surtax on Medicare premiums.

e Why Florida and other no-income tax states might
no longer be retirement tax havens. Moving to an
income tax-free state might not help your nest egg
last longer.

e How to make charitable gifts to increase your tax
write offs and your income.

e Why reducing adjusted gross income now is the
key to reducing your retirement tax burden.

e How to use last year’s 1040 as a tax and financial
planning tool, and why it’s the best tool available.

e Why the oldest rule in the tax planning book —
defer your taxes for as long as possible — might
now be a mistake and cost you and your heirs



thousands of dollars. This might be even more true
after the 2017 tax reform.

You'll learn about all these tax strategies and more when you join
Retirement Watch and get your free report, The New Rules of Retirement.

SUBSCRIBE NOW

RETIREMENT RULE #4
The New Focus of Estate Planning.

Estate planning is about a lot more than taxes.

Many people left their loved ones in difficult straits because they didn't
realize that, and many more are likely to in coming years.

The federal estate tax capped almost two decades of changes in 2017.

The 2017 tax reform doubled the lifetime federal estate and gift tax
exemption, essentially eliminating the taxes on all but a small number of
estates. (But this change is effective only through 2025, and a future
Congress could change it before then.)

Yet, estate planning is alive and well, and perhaps even more important than
ever. But the strategies are different.

“Retirement Watch highlighted our inadequate estate and
tax situations, prompting me to make changes per your
comments.”

—James L. Mason, Oakland, NJ

Thinking that estate planning is all about taxes, and that you no longer have
an estate planning problem, would be a mistake — a colossal mistake that
can cost you and your loved ones a bundle and create a lot of headaches.

Estate planning is about seeing that your hard-earned wealth goes to those



you want to have it, and in the most efficient way possible.

Estate planning involves reducing family conflicts and reducing waste from
high expenses, delays, probate, mismanagement, creditor claims, and more.

You're exposed to all these risks even if you won't owe a dime in federal
estate taxes.

Perhaps even worse than ignoring estate planning is getting the wrong
estate planning advice. Too many people don’t see a professional. Or they
use an attorney who doesn't specialize in estate planning. Or they settle for
a “cookie cutter” estate plan.

I provide readers estate planning recommendations based on research and
real-world advice. I warn my readers how a few little things can really mess
up a plan and how you can prevent these mistakes from happening.

I've said for many years that estate planning is about much more than taxes.

You need a plan even when estate taxes will be zero. Perhaps the best effect
of exempting most estates from federal taxes is that planners and their
clients can focus on the non-tax issues of estate planning.

There are key issues that should be addressed in every plan, whether the
estate is worth S500 million or has far fewer zeroes.

Even the simple act of making annual gifts to children and grandchildren is
filled with traps and opportunities of which many people are unaware.

That's why I recently completed the fourth edition of my book The New
Rules of Estate Planning, and why I include estate planning strategies in
almost every issue of Retirement Watch.

Perhaps the biggest mistakes in estate planning these days are made with
IRAs and other retirement plans. Did you know that your IRA isn’'t covered
by your will? My readers know that and more.

e Why a Roth IRA can be an excellent estate planning
vehicle.

e How to make your beneficiary designation form



air-tight with four simple steps that practically
guarantee your IRA custodian carries out your
instructions.

e The one beneficiary you can name who never pays
a single dime in distribution taxes. Bonus: Big tax
savings for you, too.

e Two entities you should never name as IRA
beneficiaries. You're just handing your money\
over to the IRS if you do!

Of course, estate planning involves a lot more than IRAs.

Each month, you'll get estate planning advice based on my research and
real-world experience. Examples of what you'll learn include...

e Why standard provisions in your will could cost
your estate thousands under the latest law — or
leave your spouse impoverished.

e Why the bypass trust remains valuable to many
estate plans under the new tax law.

e Why the family home or vacation home often is the
most difficult asset in an estate, and five ways you
can solve this problem.

e Why “digital assets” need to be a key part of your
plan and how to handle them.

e Why using joint ownership as a key part of an
estate plan often is a bad idea.

e Shrewd ways to have your business pay estate
taxes.

e When to use trusts in your estate plan; how to pick
the right type of trust for you.

e How to avoid probate, and why you might not want
to.

e 10 basic rules for every estate plan, whether you



are Bill Gates or the sub-millionaire next door.

By joining Retirement Watch now, you'll receive the report The 20-Minute
Estate Plan. It contains the simplest, clearest explanation of estate planning
you'll find.

After reading it, you'll have a good idea of what your estate plan should be.
And you'll be able to sit down with an estate planner to intelligently and
economically put together the right estate plan for you.

You'll save time, money, frustration, and end up with a superior estate plan.
Regardless of how Congress changes the estate and gift tax law in the years
ahead, you need to stay on top of every upcoming change.

With this valuable, free Special Report at your fingertips, plus your
Retirement Watch membership, you won't be at the mercy of anyone who
wants control over your money.

Instead, you'll be in charge — thanks to the reliable, unbiased estate-
planning advice you'll have at your fingertips.

RETIREMENT RULE #5
Protect Your Principal, Guarantee Your Income.

Guaranteed monthly income is the primary retirement goal of 34% of adults
who aren'’t retired. Another 40% want to ensure the safety of their nest eggs,
regardless of market activity, according to a TIAA-CREF survey. There are
ways to meet those goals, but there also are perils. And the perils are
increasing, because it seems almost everyone is promising or implying that
they'll be able to provide safe, high income. You have to be careful.

I've guided Retirement Watch members through the world of safe,
guaranteed income for years. Many people in pursuit of guaranteed income
make the wrong choices. They receive too little income, pay too much in
fees, or have their money tied up by too many restrictions.

A big reason for the mistakes is that most people seek guaranteed income
the wrong way. You'll learn what this is and the right way to secure a stream
of lifetime guaranteed income after becoming a Retirement Watch



member.

The right sources of guaranteed income let you sleep better, knowing you'll
never outlive your income.

There are other benefits. A study published in the Journal of Financial
Planning found that putting 25% to 50% of a nest egg into an immediate
annuity makes your nest egg last longer, ensuring you won't run out of
money.

Other studies agree. But it has to be the right kind of annuity, not the high
fee, poor return vehicles many people are sold.

Unfortunately, financial services firms make everything needlessly
complicated and expensive. That's why so few people take advantage of their
lifetime guaranteed income opportunities, and why many of those who try
to take advantage make the wrong choices.

I cut through the malarkey, buzz words, hype, and smoke screens. I examine
bells and whistles to determine which are worth the cost and which aren't.

As a Retirement Watch member you'll discover:

e How an annuity can fit into your total retirement
package to enhance your financial security.

e How to increase your lifetime income 20% a year —
guaranteed. I've researched this strategy every few
years for over 20 years, and the result is always the
same.

e An annuity that provides lifetime income and can
help pay for long-term care expenses, tripling the
amount you have available for long-term care
benefits.

e How to avoid getting pressured into buying the
wrong annuity. Here’s what you need to know to
make sure you buy the annuity, if any, that’s right
for you.

e Hidden fees and other traps to watch out for. They



can take a bite out of your retirement nest egg if
you're not careful.

e Three types of annuities that protect you from
inflation. How to decide which one is right for you
— plus common traps to avoid.

You don’t have to depend on the investment markets for secure lifetime
income.

As you approach retirement, you're less interested in the next hot
investment. Youre more concerned with protecting what you've earned and
generating secure income from it. High levels of uncertainty in the economy
and markets make this a higher priority.

SUBSCRIBE NOW

RETIREMENT RULE #6
Maximize Guaranteed, Inflation-Adjusted Lifetime
Income.

Most people think they know about Social Security, but few do.

Of workers 55 and older, 24% say they are “very, very confident” and 53%
are “somewhat confident” they know enough to make the right choices
about their Social Security retirement benefits.

Yet, in an eight-question quiz only 27% of these same people chose at least
seven of the right answers.

Social Security is the most neglected and misunderstood tool in your
retirement planning toolbox.

Many people — even financial advisors — don’'t know the latest strategies
and laws. Often, people make decisions that unintentionally and
unknowingly reduce their lifetime guaranteed, inflation-adjusted income.

They leave tens of thousands of dollars of money on the table, money that



could have gone to them and their heirs.

Almost everyone wants guaranteed, inflation-protected income. Few know
that they already have a guaranteed, inflation- protected asset. What's more,
you can manage that asset to increase your retirement income if you know a
few shrewd moves.

Social Security retirement benefits are the foundation of retirement income.
They last for life and are guaranteed and inflation-protected. There is no
investment risk.

There’s a lot more to Social Security than most people realize, and a few
simple decisions can maximize these benefits. Social Security benefits can
be maximized with little-known but perfectly legal strategies.

Few people or advisors poke around the Social Security law. If they did, they
would get the most out of Social Security and increase peace of mind in
retirement.

My readers already know the following:



e When does it make sense to delay benefits? What
factors should you consider?

e Where can you find the best calculators for
estimating Social Security benefits?

e In 2015 Congress changed the strategies for
married couples. How do the changes affect your
retirement income?

e Why one spouse probably should wait until age 70
to begin benefits and which spouse that should be.

e When it makes sense to suspend benefits after
beginning them.

e What are the options and best strategies for
widowed and divorced people?

e C(Can a divorced person claim his or her own
benefits, the former spouse’s benefits, or benefits
based on the current spouse’s earnings?

You can learn about these strategies and much more by becoming a
Retirement Watch member.

You don'’t go to the IRS to learn the best tax reduction strategies. Why do
most people rely on the Social Security Administration for advice on their
retirement benefits?

Take advantage of this opportunity to increase guaranteed, inflation-
protected retirement income and provide a more secure, comfortable
retirement.

Make the smartest and most-informed decisions about Social Security
benefits that you can. Be sure you don't leave money on the table for others
to take. To discover how you can learn more details, keep reading.

Avoid the Retirement Surprises

You won'’t hear many of my recommendations anywhere else. Not from mass



market retirement books and magazine articles, not from your employer’s
retirement seminars, and not from the talking heads.

That’s because retirement financial strategies are my passion. I enjoy
studying the facts and teaching others the strategies I develop. I like
examining the whole retirement finance picture.

I especially like being your independent financial advisor. I don’t get
compensated by selling you investments and am not associated with a
financial services firm selling its own line of products. In fact, I look for ideas
that carry the lowest sales costs possible.

That’s why you should try Bob Carlson’s Retirement Watch. As a
Retirement Watch member, you'll profit from my detailed, independent
research.

The Retirement Watch
Advantages

1. You'll be confident and secure in the
soundness of your plan.

The bottom line at Retirement Watch s to
let you confidently make decisions and
plans about your financial future. You'll
know that the advice you read in each
monthly issue is based on my independent,
thorough research. I don't have a hidden
agenda.

You can read my advice with confidence.
Confidence that I have researched the topic
as thoroughly as I can, and confidence that I
am giving you the same advice I would give
to a close friend or family member.

That means you'll own investments that let



you sleep at night, and you'll know exactly
why each investment is in your portfolio
and what you can expect from it.

2. You will pay lower taxes, perhaps
dramatically lower.

Make no mistake that older Americans are a
target for the taxman.

You have to plan and be vigilant to ensure
that you don't sneak into a marginal tax
bracket of 70% or higher.

Retirement Watch readers know that
they'll learn the latest and best tax
reduction strategies. They also know that
they'll be warned of tax traps and tax
strategies that don’'t work.

The tax law changes frequently and rapidly.
You need a source you can rely on to bring
the latest changes and strategies to you.

3. Your financial life will be much simpler

Your investments and every other aspect of
your financial life will be greatly simplified.

I don’t throw out dozens of investment
ideas and let the reader decide how to
organize them. I put together portfolios of
recommendations that people actually can
follow.

Whether working on your estate plan,
taxes, investments or other aspect of your
finances, you'll be able to cut through the
babble, jargon, and numerous options in the



financial marketplace to latch onto the
ideas and strategies that will work for you.

And you'll have time for the things you
really want to do in retirement.

4. You'll slash costs on all your financial
services.

One of my goals is to help increase your
wealth — steadily and safely. It is a whole lot
easier to meet that goal if part of your
money is not going to high commissions or
other expenses.

I look for great financial ideas that have
very low cost. That's why you'll save money
— on your investments, insurance, taxes,
estate planning, and more. You'll increase
your wealth even if you don’t change a
single investment.

Most of my subscribers save far more than
the cost of a subscription on the first few
money-saving ideas they get from their
monthly issues.

5. Your estate will go where you intended.

My readers know that their hard-earned
wealth will produce the legacy they want.
They will provide for their spouses, children
and grandchildren as intended. They'll
benefit the charities of their choice. And
their businesses will continue if that’s what
they want.

The myths, mistakes, and oversights that
plague most estate plans don't trap my



readers. They rest assured that the IRS will
get the minimum possible of their estate
and that the rest will be passed on to their
loved ones.

6. You'll know how to respond to changes.

Every aspect of retirement will change
regularly. Investments, taxes, estate
planning, health care, insurance — all these
areas are in the midst of revolutionary
changes that will continue.

You can be sure that I'll be studying these
changes, even anticipating them. Then I will
bring you strategies and suggestions for
improving your retirement plan and helping
you to create the retirement you desire.

I've brought my members word on all the
changes to date and have kept them ahead
of the curve. The record is clear, and we'll
keep building on it.

What You Don't Know About
Retirement Can Hurt You

There’s an old saying, “Failure to plan is planning to fail” That is especially
true regarding retirement planning.

Earlier in this report I told you that there are good ways and bad ways to
estimate the amount of money you'll need for retirement. But a new study
reveals that using any of these methods, even a bad one, is better than not
doing an estimate at all.

That’s because those who make some attempt at planning end up
accumulating about four times as much money as those who don't plan at



all.

They also are more confident and satisfied in retirement. In a word, those
who plan have more successful retirements than those who don’t make
some kind of plan.

Planning a successful retirement isn’t that difficult — if you have the right
information. And that’s what I'll provide you each month in Retirement
Watch and in-between issues on the members’ website.

Each month I'll bring you my latest research and insights on a range of
retirement issues. [ cover topics I haven't even touched on in this report.

How many advisers come to you each month and...

...advise you on how to position your portfolio to benefit from the latest
investment research and market trends?

...explain in clear, simple terms the key facts you need to know about
estate planning, so you can design an estate plan that meets all your
goals?

...demonstrate how you can leave your grandchild a comfortable nest egg —
while barely cutting into your own standard of living?

...show you how to slash your taxes to the bone, legally and without
trouble from the IRS?

...tell you how to get the most from an annuity, and when to avoid annuities?

...steer you away from traps and pitfalls in investments, estate planning,
insurance, and tax reduction?

...bring you clear explanations of changes in health care?

...show you how to protect your family’s wealth from the uncertain costs
of long-term care, and how to find the best strategy for you?

...show you exactly where you can get the best prices on life insurance,
Medicare supplement insurance, and long-term care insurance?

...explain how you can simplify your finances (don’t most advisors seem



to complicate them, so you'll need more of their advice?), so that you'll
cut costs, save time, and make your wealth grow faster?

Most other advisors cannot do the amount of research I do. They are
meeting with clients, searching for new clients, and managing their offices
— all while trying to work for their current clients.

That’'s what makes my monthly service so valuable, even if you already use
one or more financial advisors. I bring you fresh ideas each month. When
you believe one looks good for your situation, show it to your advisors and
discuss how to use it.

I'm confident you won't find another resource that does the kind of research
I do, brings you the unique insights and strategies you'll find in each
monthly issue, and that covers the range of retirement financial issues you'll
find in Retirement Watch.

I want you to join our family of Retirement Watch members.

A one-year membership normally costs $249. As a special introductory offer,
you can sign up for a full year for $57. That’s about 13 cents a day to get the
best, most up-to-date retirement financial advice available.

You'll also receive my big bonus report, The New
Rules of Retirement, with its detailed strategies and

recommendations FREE. SPECIAL REPORT
| | The New

You'll learn how to estimate your retirement needs, Rules Of

plan your estate, cut taxes, find the right health care Retirement

package, and much more.

Plus, I'll send you two additional bonus reports FREE

if you join me for two years. )

You'll save 80% off the regular price and only pay $99 C. Carjgerh
for two years AND you'll get The New Rules of

Retirement FREE along with...

FREE REPORT #2:

5 Easy Chair Portfolios to Fund Your Retirement Dreams explains how to



set up your investment portfolio to earn safe, solid returns with a margin of
safety. You'll be able to hit the ground running with your first issue.

FREE REPORT #3:

Your 20-Minute Estate Plan provides you with estate planning
recommendations based on research and real-world advice. I warn you how

a few little things can really mess up a plan and how you can prevent these

mistakes from happening.

SPECIAL REPORT | \P~\’

5 Easy Chair | <% 10\}1 e

I‘ Portfolios to ?\
Fund Your \ 'L“ oS

| Retirement Dreams

| Editor, Retrement ¥ ’ |
by Robert C. Carisor 1

I've been at this a long time, and I know I can deliver.

That’'s why I'm happy to offer this 100% money-back guarantee to you for
joining Retirement Watch.

100% Money-Back Guarantee

Sign up for your Retirement Watch membership.
During the first 30 days, if you decide it isn't for you, let
us know and I'll refund every penny you've paid, 100%.
You can keep all the issues and materials you received,
including the bonus reports, FREE.

With your 100% guarantee, why not sign up for the two year offer and
receive all 3 bonus reports FREE? They are yours to keep regardless of what

you decide.

You risk nothing, because I know people who read Retirement Watch often

want to continue receiving it.

Make this your first money-saving, wealth-building step on the road to the



retirement you desire. Sign up for Retirement Watch, and I'll see that you're
sent my New Rules of Retirement and the other bonuses.

SUBSCRIBE NOW

Yours for a better retirement,

Zp b

Robert C. Carlson
Editor, Retirement Watch

P.S. Your best deal is to sign up for two years. You'll save 80% off the regular
price and receive all 3 bonus reports: The New Rules of Retirement, 5 Easy
Chair Portfolios to Fund Your Retirement Dreams, and Your 20-Minute
Estate Plan. This is such a good offer that more than half our new members
take it. The reports are yours to keep, FREE, even if you cancel and get 100%
of your money back.

P.P.S. In fact, to entice you even more to sign up for the two-year offer, I'm
adding an additional 4 FREE reports - a total of 7 FREE REPORTS. It’s an
unheard of offer, but I just don’t want you to miss this incredible
opportunity to see for yourself how Retirement Watch has helped tens of
thousands of people. All the reports are listed on the order form so click the
button below to take a peek.

SAVE 50% NOW



https://www.retirementwatch.com/offer/new-rules-of-retirement?source=IR1018&step=2
https://www.retirementwatch.com/offer/new-rules-of-retirement?source=IR1018&step=2

