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HCM MISSION STATEMENT

We work passionately  
to help our clients  
and their families enjoy  
a financially independent 
life by providing  
sophisticated wealth 
planning solutions.
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Tax Bracket Management for 
Retirement Distributions

Tax-smart saving is a key facet of preparing for retirement. 
It is also important to remember that tax-smart withdrawal 
strategies are a critical element in a retiree’s wealth plan after 
work ends and the distribution phase of retirement begins. 
Through proper tax bracket management, you can keep more 
of your life savings for yourself and give less to Uncle Sam.

One of the big mistakes retirees make is neglecting to consider 
tax consequences when taking distributions. Distributions 
from traditional IRAs and 401(k)s are fully taxable at your 
highest marginal tax rate. Tax burdens can often be reduced by 
strategically tapping your other investment accounts.

[

Ronald McDonald House Charities provides a supportive 
home away from home for families and their children who 
are receiving medical treatment at Cincinnati Children’s 
Hospital Medical Center or other area hospitals. On 
March 27, the HCM team served breakfast at the Ronald 
McDonald house. It was a wonderful experience to assist  
our community. Please visit the website for Ronald 
McDonald House at www.rmhcincinnati.org to see all 
the amazing services they provide to children and their 
families. 

HCM Volunteers at the Ronald McDonald House
[Example: Steve and Mary, both 66, have taxable income 

of $100,000. They decide they want an additional $50,000 
to buy a new car. If they take the money from their IRA, 
they will pay $12,500 in federal tax. If they sell $50,000 
of stocks in their brokerage account for which they paid 
$25,000 more than a year ago, their federal tax bill will be 
$3,750, a savings of $8,750. Incorporating different types of 
accounts such as Roth IRAs or taxable savings could create 
even bigger tax savings. The moral: It pays to pay attention 
to your tax bracket when planning distributions.

Another tax-saving strategy is to sequence withdrawals from 
traditional retirement plans carefully to keep your ordinary 
income in your lowest tax bracket. This will lessen the drag of 

(continued on page 3)
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Concerns about shortfalls in traditional retirement 
income sources like Social Security and pension plans have 
caused people to rely more heavily on personal savings 
to fund their retirement. One surprising statistic is that 
although 72% of workers expect to receive retirement 
income from an employer-sponsored retirement savings 
plan, only 41% of those already retired actually receive 
income from such a source.

It may be a good idea to plan for a diminished reliance 
on these plans. Whatever extra funds you save by taking 
this more conservative view will make retirement all the 
more enjoyable.

It is never too early to take an objective look at your 
lifetime financial independence planning. The HCM 
Retirement Confidence Planner™ is a great way to begin. 
Contact your HCM Wealth Advisor to get started. 

Have you ever had one of those months when 
everything seems to go wrong at once? The water heater 
stops working, the furnace needs a major repair, and 
your family ends up on a first-name basis with the nurse 
at urgent care. Then, as you’re driving to work, multiple 
warning lights appear on your dash.

Bad things happen to the best of us, and instead of 
conveniently spacing themselves out, they often seem to 
come in like a tsunami. The key to weathering the storm 
is to have a financial life preserver, in the form of an 
emergency fund. 

How Much Money?
When starting an emergency fund, you’ll want to set a 

target amount. But how much is enough? Unfortunately, 

there is no “one-size-fits-all” answer. The ideal amount for 
your emergency fund depends on your financial situation 
and lifestyle. For example, if you own your home or provide 
for a number of dependents, you may be more likely to 
face financial emergencies. And if the crisis you face is a 
job loss or injury that affects your income, you may need 
to depend on your emergency fund for an extended period 
of time. Most studies suggest an emergency reserve that 
will cover three to six months of your spending needs is 
the ideal amount. Your HCM Advisor can help provide 
guidelines and suggestions. 

Coming Up with Cash
If saving an amount equal to several months of spending 

needs seems like an unreasonable goal, don’t despair. 
Start with a more modest target, such as saving $100 
per paycheck. Consider setting up an automatic monthly 
transfer to make self-discipline a matter of course. You 
may want to consider paying off any high-interest credit 
card debt before you begin saving.

As you see your savings begin to build, you may be 
tempted to use the cash in the account for something 
other than an emergency. DON’T DO IT! Try to budget and 
prepare separately for bigger expenses that you know are 
coming. Keep your emergency money separate from your 
checking account so that it is harder to dip into.

Where Do I Put It?
An emergency fund should be easily accessible, which 

is why many people choose traditional bank savings 
accounts. In today’s low-interest environment, savings 

What Sources of Income Will Fund Your Retirement?

Where Do You Fit In?
Here’s a look at how Americans are doing 

when it comes to emergency savings:

Bankrate.com, June 23, 2014

Your Emergency Fund: How Much Is Enough?

(continued on page 4)

Times Are Changing: 
Sources of Retirement Income Are Shifting

Source: Employee Benefit Research Institute, 2012 Retirement Confidence Survey.
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For many families, the thought of saving for college 
has become daunting. During the past decade, college 
expenses (tuition and fees, books and supplies, room 
and board) have increased at a much higher rate than 
general inflation. It’s important to know the rules of 
financial aid, given these rising costs. Keep in mind 
that some financial aid is need-based and some is not, 
and that aid includes not just grants and scholarships, 
but also work-study programs and loans. The first 
thing to do is decide what your family’s policy is 
going to be concerning paying for college. Below are 
some ideas to help you and your family get started.

u Do: Start Saving as Soon as Possible. Some 
parents worry that saving for college will negatively 
affect their student’s chances for financial aid. But 
that’s misguided. It is important to keep in mind that 
every dollar saved for college reduces a student’s 
potential borrowing costs. In light of this simple 
principle, parents and students should decide 
together what the family goals will be and then start 
saving for college as early as possible.

u Do: Apply for Any Scholarships for Which 
the Student Might Be Eligible. An obvious place to 
start is by filling out the Free Application for Federal 
Student Aid, or FAFSA, the federal government’s 
form for need-based grants, loans (both need-based 
and non-need-based), and work-study opportunities. 
Good online resources for scholarship searches 
include www.Fastweb.com and www.Scholarships.
com. Your student’s high school guidance department 
is another great resource.

u Do: Apply for Financial Aid Even If You Are 
Sure That You Will Not Qualify. After the deadline 
has passed, you are closed out of the process for that 
year. However, if your family has experienced a change 
in financial circumstances, such as a job loss, you may 
be eligible for a re-evaluation for financial aid. 

u Don’t: Put Assets in the 
Student’s Name. In financial aid 
calculations, assets belonging to 
parents have less of a negative impact 
than those belonging to students. So money 
in a 529 plan, which is considered the parents’ 
property, counts less against financial aid than money 
held in a custodial account such as a UGMA/UTMA, 
which is legally considered the student’s property. 
UGMA/UTMA funds can be used for a wide variety 
of qualifying expenses, as long as they are for the 
minor’s benefit. Incidentally, money in a 529 plan 
opened by a grandparent on behalf of a student does 
not count against financial aid at all.

u Don’t: Count on Your   Student Getting a Full-
Ride Scholarship. Expecting your child’s academic 
or athletic brilliance to bail you out from having to pay 
for college is simply not realistic. Less than 0.3% of all 
college students are awarded full-ride scholarships 
or need-based grants that cover all tuition and room 
and board expenses. Approximately two-thirds of 
all undergraduates receive some kind of financial 
aid, however, including student loans.

u Don’t: Sell Assets the Year Before Applying 
for Aid. A common mistake parents make is to sell a 
large portion of taxable investments to help pay for 
college the year before applying for aid. This might 
trigger capital gains that add to parental income and 
thus reduce financial aid eligibility. Keep in mind 
that students usually must reapply for financial aid 
each year, so holding off and waiting a year to sell 
might not help. It’s best to plan ahead, if possible, by 
contributing to a 529 plan, where the impact of such 
sales of assets on financial aid is reduced.

Please contact your HCM Wealth Advisor for 
counsel on college savings, 529 plans, and other 
issues critical to developing a successful education 
savings plan. 

Dos and Don’ts of College Savings 

taxes and preserve the tax-deferral features of 
IRAs and 401(k)s for as long as possible.

If you would like to explore the benefits 
of modifying your retirement spending and 
distribution plan, please call your HCM 

Tax Bracket Management (continued from page 1)

Wealth Advisor. We built the HCM Tax Bracket 
Analyzer™ into HCM’s Brighter Future Wealth 
Management Program™ to help with these 
important planning situations. We welcome the 
opportunity to help you and your family! 



We Welcome Your Referrals
We value your trust and confidence. We would be honored to provide our wealth management  

services to those you care about, such as your friends, family, neighbors, and business associates.

O f f i c e s
6116 Harrison Avenue
Cincinnati, Ohio 45247

4555 Lake Forest Drive
Cincinnati, Ohio 45242

513.598.5120
877.598.5120 (toll-free)
513.598.2314 (fax)

A b o u t   U s   .   .   .
When you decide to work with an Advisor to help plan and prepare for your financial future, it is 
important to work with professionals who are willing to take the time necessary to understand 
your situation and help you create solutions uniquely suited to meeting your goals and 
objectives. Your relationship with Hengehold Capital Management LLC is managed on a full-time 
basis by experienced Wealth Advisors. Your Wealth Advisor is always available to answer your 
questions, either in person or by phone. At HCM, we provide goals-based wealth planning and 
investment management services using the top technology, research, and analytical skills of our 
investment professionals. As a fee-only Registered Investment Advisor, our loyalties are always 
aligned with our clients’ best interests. Our goal is to be your most trusted advisor based on 
integrity, knowledge, and personalized service.

This newsletter provides financial and tax information to clients and friends of Hengehold Capital Management LLC. This information should 
not be acted upon without first determining its application to your specific situation. For further details on any article, please contact us.
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Financial 
Checkup

Several times a year it makes sense to think critically 
about the events that have occurred in your family’s 
life. Some events may have financial consequences 
that should be addressed in your family’s wealth, tax, 
or estate plan. Your HCM Advisor would welcome the 
opportunity to help you and your family take a careful 
look at your current financial picture.

Some examples of events that can have a major 
impact include:

u	 Buying or selling a Home 
u	 Saving for a child’s College Education
u	 Receiving an Inheritance

In certain circumstances, these events may require 
an adjustment to your wealth plan. Also, your capacity 
to accept market risk may have changed, requiring a 
modification to your asset allocation.

So, if you have recently experienced a significant 
event OR if you anticipate any of these events in the 
next few years, please call your HCM Wealth Advisor. 
We can get together by phone or in person to discuss 
your situation. In addition, we are always available to 
work with your tax professional, attorney, or other 
trusted advisor.  

HCM Book Drive
HCM realizes the importance 

of being involved with children 
in our local school community. 
This spring and summer, we are 
hosting a book drive for Gilbert 

A. Dater Montessori School (grades K–6) and 
Gilbert A. Dater High School (grades 7–12). We 
will be collecting books and monetary donations in 
our office from April 13 through July 31. 

New or gently used books for Kindergarten 
through twelfth grade will be accepted. Feel free to 
stop by our office during working hours to donate 
(Monday–Friday, 8:00 am–5:00 pm). We would 
love to see you! 

accounts typically offer almost nonexistent rates of 
return. Certificates of deposit (CDs) may provide 
slightly higher returns than savings accounts, but your 
money will be locked away until the CD matures, which 
can be several months to several years—a situation 
that will not help in an emergency.

The only thing you can know about unexpected ex-
penses is that they’re coming—for everyone. But having 
an accessible emergency fund may help alleviate the 
stress and worry associated with a financial crisis. If 
your emergency savings are not where they should 
be, consider taking steps today to create a cushion for 
the future. 

Your Emergency Fund (continued from page 2)


