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529 tuition plans, 141-144

A
ADV, 174
advisor
approach, 173-174
choosing, 3, 167-174
fee-only, 170-171
interviewing, 172-174
alternative investments, 155
annuities, 130-138
annuity
Treasury Inflation-Protecte+d
Securities ladder anq,
126-128
asset allocation, 157
wizard, 53-54

asset classes; 1hu—-155

B
Baby Boomers, 175-177
behavioral economists, 65
behavioral finance, 41-43, 72
bond ladders, 128-129
bonds, 151

real-return, 108-123
break-even inflation rate,

107-108

budget, lifetime, 3941

C

capital, types of, 34-39

CDs. See certificates of deposit

certificates of depaosit, 101

commissions, 160—;70

commodities, 155

compensatias, fee only, for
adyisors, 170-171

con= of uncertainty, 73-75

canfidence

control and, 68-70
too much, 66-73

Consumer Price Index for
Urban Consumers
(CPI-U), 106, 110,
113-114, 119

correlation, 149

coupon rate, 114

Coverdell Education Savings
Accounts, 144-145

CPI-U. See Consumer Price
Index for Urban
Consumers

D

Davey, Geoff, 97

day trading, 63

debt instrument, 54-55
debt, tax-exempt, 151
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deferred variable annuity,
177-179
defined-benefit plans,
60-61
defined-contribution plans,
60-61
definitions, basic, 54-b5
deflation
floor, 114-115
protection, 118
shield, 111
derivative, 55
diversification, 6, 128, 149
domestic equities, 152
Dow 36,000, 77
dreaming, planning versus,
31-34

E
earning power, risk and, 14
earnings, future, 88-90
education savings, I borias
and, 141
education
goal, 18
paying ter, ©3-30
target-date funds and,
139-140, 143
equities, 54, 152
ETFs. See exchange-traded
funds
exchange-traded funds
(ETFs), 120, 122, 155,
156, 157
expenditures, lifetime, 36
expense ratios, 153-156

F

fallacy, time diversification,
53-56

fee-only compensation,
170-171

fiduciary, 171-172

fiduciary principles, 171

financial goals, common, 20

Financial Industry Regulatory
Authority (FINRA), 56

financial market, 54

Financial Planning A:ssociation
(FPA), 168

FINRA. See Fivancial Industry
Reguiatory Authority

fixed term annuity, life versus,
155-134

P See Financial Planning
Association

framing, 70-73

G
Glassman, James K., 77
GLWB. See guaranteed lifetime
withdrawal benefit
goal setting, barriers to,
17-18
goals
advisor and, 173-174
common financial, 20
conflicts about, 25
inflation and, 25-26
price of, 9
prioritizing, 21-24
reevaluating, 129-130
short-term, 18



timeline, 86-88
updating, 136
work and, 33
Gould, Stephen Jay, 65, 80
guarantee period, 134
guaranteed lifetime withdrawal
benefit (GLWB),
177-179

H

Hassett, Kevin A., 77

hedge funds, 155

hedging plan, self-made, 13
heirs, 138

hot hands, 81-82

human capital, 32, 34-35
hurricane cone, 73-77
hype, 52-59

hypothesis creep, 78

I
I bonds, 104, 109-113
education and, 143
how to purchase, 111-113
Treasury In{lation-Protected
Securities versus, 119
IMPACT, 19-26
income gap, calculating,
135-137
income security, risk and, 90
Independent 529 Plan, 142
index funds, 150
stock, 153-154
inflation, 102-104
adjusting for, 113-114
cumulative effect of, 103-104
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hedging, 109-113
tuition, 140
inflation adjustment, 110
inflation protection, 132-133
inflation quiz, 103
inflation rate, break-even,
107-108
inflation shield, stocks as,
56-57
inflation-protected partial
annuity, Treasur=
Inflation-Protected
Securities Yacder and,
126-125
information 1!lusion of, 69
insurao<?, xii, xvi, 20, 23, 39,
85, 102, 133, 138, 144, 161,
169, 171, 172, 176-179,
197-198
insurer, choosing, 134-135
interest rate
composite, 109-110
real, 104-108
international equities, 152
Internet, 63—-64
interviewing advisors, 172-174
investment policy statement,
44-45,173
irrational behavior, investing
and, 157-158
iShares, 122

J

Japanese stock market, 79-80
joint annuity, single
versus, 132
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K
Kahneman, Daniel, 67-68, 71
Keillor, Garrison, 67

L
Lake Woebegon, 67
liability, spending as, 36—39
life term annuity, fixed versus,
133-134
lifetime balance sheet,
36-39
lifetime budget, 39-41
lifetime expenditures, 36
long run, 76, 77, 78, 80,
83-84
long-term care insurance, 138
longevity risk, annuities
and, 134
lottery tickets, 69

M

magical thinking, 69-76
mental accounting, 42 -43
money market, 55
monitoring progress, 21

N
NAPFA. See National
Association of Personal
Financial Advisors
National Association of
Personal Financial
Advisors (NAPFA), 168
needs
prioritizing, 21-24
wants versus, 22—-24
Nikkei, 79-80

nominal bonds, 107, 113,
114,116
nominal return, 105, 107

(0]
overconfidence, 66-73

P
planned spending, 36-39
planning, dreaming versus,
31-34
plans, reevaluating, 129-130
Ponzi schemes, 6270
prepaid tuition-plans, 141-142
present valu:, .35
prioritiziag needs, 21-24
prebaility, 77-84
protective strategies, 177

R
randomness, 78-83
real estate, 152, 155
real interest rate, 104-108
reinvestment, automation
of, 120
required return, 45
required spending, 11
retirement, 125-138
return
real rate of, 105-107
required, 45
risk capacity, 14-15, 86-95
risk preference, 95-98
tests of, 96-97
risk protection, 177
risk set point, 45, 46, 85, 86, 89,
95, 129-130, 168



risk thermostat, 148-149
risk tolerance, 95-98
risky zone, 86, 87, 165

S

S&P 500. See Standard & Poor’s
500 Index

safe investment zone, 108, 123,
130, 149

safety first, xii, xiii, xv, 145,
175-176

safety net, xviii, 148

safety zone, 40, 87,89, 95-96,
98, 104, 113, 129-130,
148-149, 151, 158-159,
161-162, 165

Samuelson, Paul, 53

Schaus, Stacy, 50-52

Schwed, Fred, 169

screening, advisors, 169-172

SEC. See Securities and
Exchange Commirsion

secondary market, Treasury-
Inflation Protected
Securities, 113

Securities and £xchange
Commission (SEC), 174

Sharpe, William, 169

Shefrin, Hersh, 42

Siegel, Jeremy, 76-77

single annuity, joint
versus, 132

single premium immediate
annuity (SPIA), 131

SPDR, 122

spending dates, 128-129

spending, lifetime, 36

Index

SPIA. See single premium
immediate annuity
Standard & Poor’s 500
Index, 55
state 529 plans, 142
Statman, Meir, 42
step-up feature, 178
stocks
confidence in, 59-64
as an asset class, 152
as inflation shield. 56-57
stock index funds, !'53-154
Stocks for the Lotg Run, 76-77
streaks, 81-52
support group, financial, 4-5

T
target-date funds, 58-59
education savings and,
139-140, 143
tax advantage, 110-111
tax efficiency, 156-157
tax-deferral, 115-116
tax-exempt bonds, 151
time diversification, 53-56
time value of money, 35
TIPS. See Treasury Inflation-
Protected Securities
Treasury bonds, 101
Treasury Inflation-Protected
Securities (TIPS), 104,
113-123, 144
buying guide for, 117
education savings and,
142-144
employer retirement plan

and, 116-117
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Treasury Inflation-Protected
Securities (TIPS)
(continued)

I bonds versus, 119
inflation-protected partial
annuity, 126-128
investment accounts, 115-116
Treasury Inflation-Protected
Securities (TIPS) funds
buying, 120-123
buying guide, 122
TreasuryDirect, 117-118
tuition indexing, 144

tuition inflation, 140

tuition, prepaid plans, 141-142

Tversky, Amos, 65-66, 67-68,
71, 82

A%
venture capital, 155

W

wants, needs versus, 22—24

wishful thinking, 69-70
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