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Schwab Retirement Plan Services, Inc., has received the most Best-in-Class awards seven years
in a row - nearly twice as many as the nearest qualifying plan provider - as rated in the 2023
PLANSPONSORE® Defined Contribution Survey. Thank you to all the plan sponsors & consultants
for the opportunity to consistently help you shine. Proud & Humbled.
Schwab.com/WhyRPS or call 1-888-215-9239.
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PLANSPONSOR award was given on February 15, 2024. The criteria, evaluation, and ranking were determined by PLANSPONSOR.
See https://www.plansponsor.com/research/2023-best-class-dc-providers/?pagesec=4#Methodology for more information. A licensing
fee has been paid to PLANSPONSOR for the use of the award logo, however Schwab did not pay any fees to be considered for the award.
©2024 Schwab Retirement Plan Services, Inc. All rights reserved. (0524-W2LE) (6/24)
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8-day/7-night exploration
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nightly entertainment
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To some, sunglasses are a fashion accessory...

But When Driving,
These Sunglasses
May Save Your Life!

Drivers’ Alert: Driving can expose you to more
dangerous glare than any sunny day at the beach
can... do you know how to protect yourself?

Sometimes it does take a rocket
scientist. A NASA rocket scientist.
Some ordinary sunglasses can obscure
your vision by exposing your eyes
to harmful UV rays, blue light, and
reflective glare. They can also darken
useful vision-enhancing light. But now,
independent research conducted by
scientists from NASA’s Jet Propulsion
Laboratory has brought forth ground-
breaking technology to help protect
human eyesight from the harmful effects
of solar radiation light. This superior
lens technology was first discovered
when NASA scientists looked to nature
for a means to superior eye protection—
specifically, by studying the eyes of
eagles, known for their extreme visual
acuity. This discovery resulted in what
is now known as Eagle Eyes®.

The Only Sunglass Technology
Certified by the Space Foundation
for UV and Blue-Light Eye Protection.
Eagle Eyes® features the most advanced
eye protection technology ever created.
The TriLenium® Lens Technology
offers triple-filter polarization to block
99.9% UVA and
UVB —plus the
added benefit of
blue-light eye
protection. Eagle &g e
Eyes® is the only "bac.,:f,:,“,,‘:;:,n.o‘*
optic technology

that has earned official recognition
from the Space Certification Program
for this remarkable technology. Now,
that’s proven science-based protection.

The finest optics: And buy one, get
one FREE! We are so excited for you
to try the Eagle Eyes® breakthrough
technology that we will give you a
second pair of Eagle Eyes® Navigator™
Sunglasses FREE--a $59.95 value!

Your satisfaction is 100% guaranteed.
If you are not astounded with the Eagle
Eyes® technology, enjoying clearer,
sharper and more glare-free vision,
simply return one pair within 30 days
for a full refund of the purchase price.
The other pair is yours to keep. Don’t
leave your eyes in the hands of fashion

Navigator™
Black Stainless
Steel Sunglasses

Receive the Navigator™ Gold
Sunglasses (a $59.95value) FREE!
just for trying the Navigator™ Black

d - Navigator™ Gold Stainless
3 . Steel Sunglasses

S /
Fit-ons available for
$39+S&H 4

Black or
Tortoise-Shell design

designers, entrust them to the best
scientific minds on earth. Wear your
Eagle Eyes® Navigators with absolute
confidence, knowing your eyes are
protected with technology that was born
in space for the human race.

Two Pairs of Eagle Eyes®
Navigator™ Sunglasses $419-96t
Offer Code Price $49 + S&P

Offer includes one pair each
Navigator™ Black and Navigator™
Gold Sunglasses

1-800-333-2045

Your Insider Offer Code:

ENS217-01
You must use this offer code to
get our special price.

Stauer £ B v
B‘E‘! BUSINESS of A+

14091 Southcross Drive W.,
Dept. ENS217-01, Burnsville, Minnesota 55337
www.stauer.com

1 Special price only for customers using the offer code versus the price on Stauer.com without your offer code.
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— How Average Is Your
401(k) Balance?
Do you wonder how you’re doing
when it comes to your retirement
plan savings? Compare your
balance with the average to see
where you stand. kiplinger.com/
kpf/average-401k-balance

—> Seven Things You Should
Leave Out of Your Will
We spoke with experts about items
you should leave out of a will to
help with estate planning. kiplinger
.com/kpf/leave-out-of-will

— Understanding Stock Splits
Several companies have made
news this year by splitting their
stocks, but what exactly is a split?
We break it down. kiplinger.com/
kpf/stock-split
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The Hybrid
Resurgence

We have been driving a Toyota
Prius since 2007 (“Is a Hybrid
Car Right for You?” July). The
first one lasted more than
130,000 miles with no problems,
and now we have a 2022 model.
Note that many states charge an
extra registration fee for hybrids
and all-electric vehicles. The ra-
tionalization is that their drivers
pay less in fuel taxes. We’re in
Tennessee, where the fee is $100
for hybrids and $200 for EVs.
Rick Wimberly, via e-mail

We got a 2022 Ford Maverick
Lariat in March and could not be
happier. On a recent 560-mile
trip, our fuel economy was 47.76
miles per gallon. The fact that the
truck does not need to be plugged
in was the real selling point.

Phil Briggs, Willards, Md.

MANAGING RETIREMENT
INCOME

You recommend waiting until the
end of the year to make Roth con-
versions (“Tax-Smart Strategies for
Account Withdrawals,” July). Note
that although any estimated tax is
not due until after the conversion

is made, tax software may calculate
a penalty because it will assume in-
come is earned ratably throughout
the year, and the IRS requires tax
payments to match the income. To
avoid the penalty, complete Form
2210 (check box C) and Schedule AT
Dave Culbertson, Houston

w@gliﬁder
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If you really want to get to know
your service manager, the Ford
Maverick is the truck for you. It’s
been subject to recall after recall.
Jim Brands, via e-mail

Hybrids generally cost more to
insure than gas-only cars. Figure
that in as you shop for a vehicle.
Peter Flato, Ipswich, Mass.

In your discussion of the choice
between a lump sum or annuity pay-
ments with a pension, you missed
one consideration (“Get the Most
Out of Your Pension Plan,” July).
You need to evaluate your ability

to avoid overspending the lump-sum
money. It could evaporate quickly if
you spend it on cars and trips.

L.P., Longmeadow, Mass.

A REINVENTED DOW

Is columnist James K. Glassman’s
Top 30 index predicated upon an
equal dollar amount invested in each
company or on an equal number of

stocks for each? (“My Top 30 Index:
An Update,” July).
B.L., via e-mail

Jim Glassman responds: It’s an
equal-dollar weighting, or roughly
3.3% of the total investment for each
company, to start. Every year, you'd
rebalance (by buying or selling
stocks) to keep the same proportion.

FOSTERING WOMEN
ENTREPRENEURS

As a SCORE volunteer for more than
20 years, I’d like to add that more
women are serving as mentors, too
(“More Women Than Ever Are
Starting Businesses,” July). Our
chapter in central and northwest
Connecticut has a number of out-
standing women who both own busi-
nesses and find the time to mentor
owners of other small businesses.
Allen Nixon, Farmington, Conn.

CORRECTIONS

The closing price of iShares U.S. Finan-
cials ETF (symbol IYF) on April 30 was
$91 (“Time to Buy Financials?” July). It
returned 26.8% over the preceding 12
months and an annualized 9.6% over the
preceding five years. SPDR S&P Regional
Banking ETF (KRE) closed at $47; its
12-month return was 14.1%, and its five-
year, annualized return was —0.5%.

Ohio’s sales tax holiday is from July 30
through August 8 and includes most
tangible personal property priced at
$500 or less (“Tax Breaks on Back-to-
School Shopping,” Aug.).

The nearest commercial airport to North-
port, Ala., is Birmingham-Shuttlesworth
International Airport (“8 Great Places for
Snowbirds to Land,” Aug.). [

CONTACT US: Letters may be edited for clarity and space, and initials will be used on request only if you include your name. Send to
Kiplinger Personal Finance, c/o Future US LLC, 130 West 42nd Street, 7th Floor, New York, NY 10036, or send an e-mail to feedback@
kiplinger.com. Please include your name, address and daytime telephone number.
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From the Editor

Reflections From a Year on the Job

HIS issue marks

one year since

I became the

editor of Kiplinger

Personal Finance.

I’'ve worked for
the magazine for much longer than
that, starting as an intern in the
summer of 2006, joining the staff
full-time as a copy editor in 2007
and then moving to a writing posi-
tion a few years later. For about
13 years, I reported on a variety of
personal finance topics, and that ex-
perience has been useful as T work
alongside my colleagues to shape
issues that are packed with timely,
trusted and practical information.

I've been reflecting on what I've ob-

served and learned over the past year,
and these are some of my thoughts:

Our readers are savvy—and you
have good ideas. As the editor, I
see much of the e-mail that comes
in from readers. You offer interesting
and helpful commentary that builds
on the stories we’ve published, and
Iinclude as much of it as T can in the
Letters page each month. (We want
to ensure that we print accurate in-
formation, so it’s helpful if you send
documentation or links to websites
that back up any facts or advice you
provide.) Regardless of whether a
letter is published, I read it and take
it into consideration.

I also value the article ideas that
readers share. Especially when we
get multiple requests regarding a

certain topic, we try to incorporate
stories that address your concerns.
In response to reader mail we’ve
received over the past year, for ex-
ample, we’ve run features that stud-
ied financial advisers’ fee models
and outlined the options to pay for
long-term care. If you have ideas for
our future coverage, feel free to send
them my way.

It’s a team effort. When I was

a writer and reporter, naturally

I concentrated on composing my
own articles, although I read other
parts of the magazine, too. I have a
broader purview now, making plans
with our magazine’s senior editors
on the focus of the stories that we
print and carefully reading each one
before it goes to press.

I marvel at the talent and effort
that goes into producing this publi-
cation. Our writers often spend
weeks researching and crafting their
articles, and our editors draw on the
depth of their experience to help
those stories shine. Our designers
put their creative skills to work as
they assemble pages that are attrac-
tive and easy to read. With a more
intimate view of the way that each
issue comes together, I have a new-
found appreciation for the role that
every member of the team plays.

Making it a theme. I’'m not the only
one who’s taking a thoughtful look
back in this issue. On page 58, Mark
Solheim, who retired in 2023 after

If you have ideas for articles that you would
like to see us publish in the magazine,
feel free to send them my way.

6 Kiplinger Personal Finance

serving as this magazine’s editor
for several years, shares financial
lessons from his first year of retire-
ment and a glimpse at how he’s
spending his time now. I learned a
great deal from Mark when he was
my editor, and I’'m pleased to have
his insight on our pages once more.

In other retirement-related retro-
spection, senior editor Sandra Block
commemorates the 50th anniversary
of the Employee Retirement Income
Security Act (ERISA) with a piece
that explores the legislation’s wide-
reaching impact in protecting work-
ers’ retirement benefits. Despite its
age, the law isn’t stuck in the past,
remaining relevant even as employ-
ers shifted from offering defined-
benefit pension plans to defined-
contribution plans, such as 401(k)s.
Turn to page 9 to see how ERISA
continues to affect you and your
retirement savings. @

Sz Katior

LISA GERSTNER, EDITOR
LISA.GERSTNER@FUTURENET.COM

PHOTO BY MATT STANLEY
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Book
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N
Let us help you write your life story

Yourvery own autobiography —
aunique gift foryou, your loved
ones, and future generations

What have been the defining moments
ofyour life? Perhaps you are too young
to remember World War I, but what
about the Cold War, JFK, Vietnam, flower
power, the downfall of communism,

9/11, and the Covid pandemic?

What are your childhood memories?

Your life experiences will have been so
different to those of young people today.
You need to tell your family and friends
all about them, oryour unique memories

will be lost. Forever.

How LifeBook Memoirs can help you

At LifeBook Memoirs, we believe that
every life story is unique and deserves to
be told with care and empathy. Every book
that we create is written by humans—not
by Al—and our handpicked interviewers,
skilled ghostwriters, and experienced
editors maintain standards of quality that

are second to none.

A beautifully handcrafted book

We will capture your stories exactly as

you would wish and present them in a
beautifully handcrafted book. We are a
family business, so we take pride in the fact
that these private autobiographies endure

and go on to become cherished heirlooms.

www.lifebookmemoirs.com/KPF

Don’t let your life story be lost. Talk to
our experts and start your journey into

print today.

Every LifeBook package includes
* Face-to-face interviews

* Skilled ghostwriters, no Al

* Personal project manager

* Handcrafted linen-bound books

* A personalised dust jacket

* Bonus audio highlights

* Interest-free monthly payments
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PROTECTING YOUR RETIREMENT SECURITY

ERISA, which turns 50 this year, safeguards pensions and 401(k) plans.
But it has limitations. By sANDRA BLOCK

ILLIONS of employees fits if your employer goes out of

| \ / I have contributed to business.

401(k) plans without But as ERISA celebrates its golden
worrying that their employer will anniversary, it isn’t without its crit-
raid their account to fund a weekend ics. Some analysts say ERISA has
in Vegas. For that, you can thank made it too expensive for companies
the Employee Retirement Income to offer traditional pensions, acceler-
Security Act (ERISA), which turns ating their demise. And while legis-
50 this fall. Likewise, if you’re for- lative updates to ERISA have made
tunate enough to have a traditional it easier than ever for many people to
pension, ERISA protects your bene- save for retirement in 401(k) plans,

nearly one-third of private-sector
workers lack access to an employer-
sponsored plan, putting their retire-
ment security at risk.

The beginning. As is the case with
many laws designed to protect
workers, ERISA was born in the
wake of a catastrophe. In 1963, car
manufacturer Studebaker ceased
production at its plant in South

September 2024 9



Ahead

Bend, Ind., and shortly afterward it
terminated its pension plan. Some
4,000 workers, ranging in age from
40 to 59, received about 15 cents for
each dollar of benefits they had
been promised.

The failure of the Studebaker pen-
sion, as well as the implosion of sev-
eral smaller plans, galvanized calls
for reform, leading to the enactment
of ERISA in 1974. A key component
of the law was the creation of the
Pension Benefit Guaranty Corp. as
a backstop for failed pension plans.

As companies shifted to employer-
sponsored 401(k) plans in the 1980s,
ERISA was adapted to protect work-
ers who invested in those plans, too.
Some of the most sweeping changes
came in the 2000s, when Congress

plan. Find it at www.pbgc.gov/wr/
find-unclaimed-retirement-benefits.
ERISA doesn’t protect employees
who contribute to 401(k)s from in-
vestment losses if the stock market
goes into a tailspin. However, the
law requires your employer to keep
plan assets in an account separate
from the business, so if your com-
pany files for bankruptcy, creditors
can’t go after assets in the plans.
The Department of Labor, which
enforces ERISA, requires employers
to provide 401(k) plan participants
with a series of annual and quarterly
disclosures, including information
on account balances, administrative
expenses and investments fees. A
2021 report by the Government Ac-
countability Office found that many

IT'S IMPORTANT TO REVIEW FEE DISCLOSURES
BECAUSE EVEN MODEST FEES CAN SIGNIFICANTLY
REDUCE YOUR RETURNS OVER TIME.

enacted legislation that raised con-
tribution limits, allowed older work-
ers to make catch-up contributions
and opened the door to enrolling em-
ployees in the plans automatically,
among other things.

ERISA and you. If you're eligible
for a traditional pension and your
employer is unable to fulfill its ob-
ligations, the PBGC will take over
the plan and pay your benefits, up
to limits set by law. In 2024, the
maximum payout is $85,296 a year,
or $7,108 a month, for a 65-year-old
retiree. (The monthly payment is
lower if you retire earlier or elect
survivor benefits.)

The PBGC also provides a data-
base you can use to track down pen-
sion benefits you may have earned
from a former employer that has
gone out of business. The database
includes names of people who
couldn’t be located when an em-
ployer terminated a private-sector

10 Kiplinger Personal Finance

plan participants have difficulty un-
derstanding how fees affect their in-
vestments, with 41% incorrectly stat-
ing that they don’t pay any fees. It’s
important to review fee disclosures
because even modest fees can signif-
icantly reduce your returns over time.

The drawbacks. Although ERISA
has erected guardrails around both
traditional and defined-contribution
plans, some critics say the law has
discouraged companies from offer-
ing these plans at all. In the case of
traditional pensions, ERISA requires
companies to pay premiums to the
PBGC and comply with accounting
standards designed to ensure that
the plan can meet its obligations.
Some academics believe these re-
quirements have discouraged com-
panies from providing pensions,
which currently cover only about
15% of private-sector workers.
However, numerous other factors
have likely contributed to the decline

of traditional pensions, including
global competition from companies
that don’t offer them, says Lloyd
Katz, vice chairman of the Ameri-
can Academy of Actuaries pension
committee.

With company-sponsored 401(k)
plans, employers can offer workers
a way to save for retirement without
the cost and investment risk associ-
ated with traditional pensions. None-
theless, millions of workers still lack
access to these plans, says Kevin
Crain, executive director of the Insti-
tutional Retirement Income Council,
a think tank for companies that pro-
vide annuities and other types of re-
tirement income. While 95% of large
employers offer a retirement plan,
fewer than half of companies with
fewer than 100 employees provide
them, even though such businesses
account for 35% of private-sector
workers. In surveys, small-business
owners say the cost of establishing
and administering a plan is one of the
reasons they don't offer this benefit.

If your employer doesn’t provide a
401(k) or pension, you can contribute
the maximum to an IRA—$7,000 in
2024, or $8,000 if you're 50 or older—
and deduct the entire amount, no
matter how much money you make.
(Workers for companies that offer a
401(k) or pension can’t deduct IRA
contributions if their income is
higher than specific thresholds.)

If you work for yourself, you have
even more options. You can set up a
solo 401(k) plan and make elective
deferrals up to the 401(k) maximum
for employees, including catch-up
contributions if you're eligible. As an
employer, you can also contribute up
to 25% of your compensation, for a
combined total of up to $69,000 in
2024, or $76,500 if you're 50 or older.

Another option is a SEP IRA, which
has fewer administrative require-
ments than a solo 401(k). In 2024,
you can contribute the lesser of 20%
of your net self-employment income
or $69,000 to a SEP IRA.A
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Ahead

INTERVIEW

ALZHEIMER’S
CAN AFFECT
DECISIONS
YEARS BEFORE
DIAGNOSIS

Research emphasizes the
need to talk to older family
members about their finances

before they start showing
symptoms of dementia.
BY SANDRA BLOCK

It’s no secret that Alzheimer’s
disease affects an individual’s
financial-management abilities,
but a study you coauthored with
economists and medical experts
from Georgetown University and
the Federal Reserve Bank of New
York found that people often make
poor financial decisions long before
they’re diagnosed with dementia.
How did your group reach this con-
clusion? Credit-reporting company
Equifax provided us with consumer
data that spanned from 2000 to 2017.
We merged it with Medicare claims

12 Kiplinger Personal Finance

data, which provides
information on clinical
diagnoses, to determine
whether a person was
diagnosed with Al-
zheimer’s and when
that occurred. The in-
formation was anony-
mized, which means we
were able to analyze the
data without accessing
individual identifying
details of patients.
What was so striking
is how clear and consistent the
results were. Credit scores began
to decline an average of five years
prior to an Alzheimer’s diagnosis
and continued to decline from then
on, falling progressively in the years
prior to diagnosis. Delinquent bill
payments for both credit cards and
mortgages began to increase an av-
erage of five years before diagnosis.
One year prior to diagnosis, the
probability of credit card delin-
quency was 35% higher than it was
before the onset of the disease, and
the probability of mortgage delin-
quency was 17% higher. This is es-
pecially remarkable given that the
use of automatic bill payments is
relatively common.

What should families take away
from the results of your research?
Don’t wait for an Alzheimer’s diag-
nosis to start a conversation about
finances. It’s important for families
and loved ones to be aware that long
before symptoms of Alzheimer’s
might be recognizable, there could
be changes that are quietly affecting
an individual’s financial decision-
making. We may be able to help
prevent poor financial outcomes

by making sure that seniors have

a trusted relative or friend they can
talk to about their financial lives.
Financial institutions also play an
important role in detecting and
reporting suspected fraud on the
elderly. The Consumer Financial

CAROLE ROAN
GRESENZ
is an economist
and professor of
public policy and
health at
Georgetown
University.

Protection Bureau has
published an advisory
for financial institu-
tions about ways they
could help reduce finan-
cial exploitation among
seniors, for example.

Were there any limita-
tions on your research?
One of the things we
emphasize is that we
only measured financial
outcomes tracked in
credit data, so in many ways we
think our results may underestimate
the toll this disease takes on people’s
finances before diagnosis. There are
other outcomes that aren’t captured
in credit data. One colleague’s parent
had a surprising number of costly
parking tickets and traffic violations,
for example.

What has been the reaction to your
findings? I've become the steward
of so many stories. Almost everyone
I speak with has a story about a par-
ent, loved one or friend whose finan-
cial behavior changed before they
were diagnosed. In some cases, the
loved one was subscribing to too
many magazines, or getting a drive-
way repaved even though it didn’t
need it, or buying the same pair of
jeans over and over. This study pro-
vides evidence that it’s happening
systematically. When you take the
number of people suffering from
Alzheimer’s and multiply it by these
financial outcomes, the toll is sober-
ing; the magnitude of this problem
can’t be overstated.

We are hoping that we can use
the changes we observe in financial
outcomes to help predict who might
later develop Alzheimer’s. If we can
develop an algorithm with good ac-
curacy, it would provide an inexpen-
sive and wide-scale way to identify
people who should receive addi-
tional testing for Alzheimer’s. We
are working on that now.

COURTESY OF GEORGETOWN UNIVERSITY
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DON'T OVERLOOK THE ONGOING
EXPENSES OF OUUNING A HOME

Inflation has driven up the cost of property taxes,
homeowners insurance and maintenance.

BY SANDRA BLOCK

ANY prospective
homeowners focus
on whether they

can afford monthly mortgage
payments, which have been
driven higher recently by rising
interest rates and skyrocketing
home values. But when consid-
ering whether a home is within
your budget, it’s also important
to include ongoing costs, such
as property taxes, insurance
and maintenance, because those
expenses have also risen signifi-
cantly in the past four years.

A Bankrate.com survey found
that the average cost of owning
and maintaining a home in the
U.S. is $18,118 a year (or about
$1,510 a month), up 26% from
2020. In addition to taxes, in-

CALENDAR
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surance, and maintenance and
repairs, these ongoing costs
include utilities and cable and
internet service, too.

As is the case with the median

Winter is around the

corner. If you live in a

state with frigid win-
ter weather, a home energy
audit could help you find ways
to lower heating costs. Small
changes to your house, such
as adding more insulation to
your drafty attic, can cut your
energy bill by 5% to 30%.
Find a home energy auditor
at www. hersindex.com/find-a-
hers-rater. You may be eligible
for a tax credit of up to $150
of the cost of an audit.

sale price of homes, the ongoing
cost of owning a home varies
significantly depending on
where you live. You may pay
more in states with high home
values, above-average property

STATES WITH THE
HIGHEST AND LOWEST
COSTS FOR HOMEOWNERS
The average cost of owning and

maintaining a home varies signif-
icantly based on where you live.

MOST

EXPENSIVE AVERAGE
STATES COST
Hawaii $29,015
California 28,790
Massachusetts 26,313
New Jersey 25,573
Connecticut 23,515
LEAST EXPENSIVE STATES
Kentucky $11,559
Arkansas 11,692
Mississippi 11,881
Alabama 12,258
Indiana 12,259

Average costs include property
taxes, homeowners insurance,
and maintenance and repairs.
SOURCE: Bankrate.com

Hurricane season

reaches its peak in

southern states this
month. While standard home-
owners insurance covers dam-
ages from wind and wind-
driven rain, many policies
charge separate wind deduct-
ibles, which means higher out-
of-pocket costs for you. If you
find out you’re underinsured,
shop around for a more com-
prehensive policy on websites
such as www.thezebra.com
and www.policygenius.com.

GETTY IMAGES



taxes or above-average premi-
ums for homeowners insurance
(see the box at left).

Homeowners are often con-
strained by their jobs or other
factors when they choose where
to live, and you may decide that
higher costs are a worthwhile
trade-off if your neighborhood
has good schools, a low crime
rate and other desirable features.
But there are steps you can take
to manage ongoing expenses:

¢ Maintain enough in savings
to cover both expected and
unexpected costs. Real estate
website Zillow recommends
keeping from 1% to 4% of the
cost of your home in reserve
for these expenses.

» Complete a home inspection.
In a competitive market, you
may be tempted to waive an
inspection to get an edge over
other buyers, but that’s usu-
ally not a good idea. Without
an inspection, you can’t get a
good handle on your ongoing
costs and how much you’ll
need to invest in the home.
For example, an inspector
should estimate the age of a

—> DEAL OF
THE MONTH:

With summer coming to an
end, you can take advantage
of deals on patio furniture
as retailers clear out sum-
mer inventory, says Julie

Ramhold, senior editor at
DealNews.com. Retailers
such as Wayfair, Macy’s and
Home Depot will discount fur-
niture by up to 50%, she says.

home’s appliances, which
will help you determine when
youwll have to replace them.
Shop around for homeowners
insurance, and take advantage
of all potential discounts, in-
cluding breaks for paying your
premium annually instead of
monthly, switching to paper-
less statements, being a non-
smoker, being a loyal customer,
avoiding claims for several
years, and bundling your
homeowners insurance with
other policies, such as auto,
boat and life. Taking steps to
protect your home can pre-
vent costly claims and qualify
you for other discounts. For
example, some insurers give
homeowners credit for setting
up a fire-alarm and home-
security system.

Take advantage of breaks on
property taxes. Many states
offer homestead exemptions
for homeowners who are

65 or older, individuals with
disabilities, veterans, and
others. Contact your state’s
department of taxation or
visit its website to see what
breaks are available to you.

If you’re in a Medicare

Advantage or Part D

prescription-drug
plan, be on the lookout for
your Annual Notice of Change.
The document lists any
changes in plan coverage,
your service area or cost that
will go into effect on January
1, 2025. Reviewing this docu-
ment will help you decide
whether to keep your current
coverage or look for a new
plan during the upcoming
annual enrollment period. @

CARDHOLDER PERKS

MORE ACCESS TO
AIRPORT LOUNGES

Premium credit cards come with a lot of
benefits, and one of the most coveted for
frequent travelers is complimentary ac-
cess to airport lounges. Along with offer-
ing cardholders entry to lounges within
partner networks, such as Priority Pass,
card issuers American Express, Capital
One and Chase have been expanding
their own networks. Holders of Amex’s
Platinum ($695 annual fee), Business
Platinum ($695) and Corporate Platinum
($550) cards are among those who get
free access to more than a dozen Ameri-
can Express Centurion U.S. lounges (plus
several international lounges), and one
is scheduled to open this year at Ronald
Reagan Washington National Airport.
Capital One Lounges provide compli-
mentary entry to those who have the
Venture X or Venture X Business cards
($395 annual fee for both). Lounges are
open at Dallas Forth Worth, Denver and
Dulles (near Washington, D.C.) interna-
tional airports. Plans are in the works
for lounges at New York City’s John F.
Kennedy International Airport and Las
Vegas'’s Harry Reid International Airport.
If you have the Chase Sapphire Re-
serve ($550), J.P. Morgan Reserve ($550)
or Ritz Carlton ($450) credit card, you
can visit Chase Sapphire by The Club
lounges at Boston Logan International
Airport and New York City’s JFK and
LaGuardia airports. Chase also plans to
open lounges in Las Vegas, Philadelphia,
Phoenix and San Diego. LISA GERSTNER

September 2024
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Briefing

INFORMATION ABOUT
THE MARKETS AND
YOUR MONEY

HOWV TO GLAIM AN EV TAX CREDIT

— Since the beginning of 2024,
consumers who buy a qualifying
electric vehicle have had the
option of taking a clean-vehicle
federal tax credit as a discount
at the point of sale. Previously,
eligible buyers could claim the
credit only when they filed their
income tax returns.

The up-front rebate has proven
popular: According to recent
data from the U.S. Department
of the Treasury, about 90% of

16 Kiplinger Personal Finance

eligible buyers have claimed the
credit on new EVs at the dealer-
ship, and about 80% of used-EV
buyers have opted to take the
credit at the time of purchase.
The Treasury Department says
the federal government has
reimbursed over $1 billion to
the dealers who offered the tax
credit so far this year.

Buyers of new EVs can geta
credit of up to $7,500. If you buy
a previously owned EV, you may

Pre-Oan
Vehicles

: |

receive a credit of up to $4,000
or 30% of the sales price (which-
ever is less). The amount you can
get through the tax credit de-
pends on various factors, includ-
ing the vehicle’s sourcing and
assembly. To be eligible for the
full credit, an EV must be pre-
dominantly sourced and assem-
bled in North America. Stricter
sourcing requirements kicked
in at the beginning of 2024,
narrowing the list of eligible
vehicles. To see which ones qual-
ify, visit www.fueleconomy.gov.
If you claim the credit when
you file your tax return, it is
nonrefundable—in other words,
it reduces the tax you owe, but
the amount you receive in credit
can’t exceed your tax liability.
However, claiming the credit at
the point of sale allows buyers to
receive the full eligible value of
the credit up front, regardless of
their tax liability. The IRS isn’t
requiring buyers to repay any
excess EV credit amount as long
as they meet income require-
ments (see below). For some, this
may result in greater savings
than claiming the EV credit at
tax time.

Price and income limitations.
New pickup trucks and SUVs
with a manufacturer’s suggested
retail price of more than $80,000
are ineligible for the tax credit,
and sedans and other EVs are
limited to those with MSRPs of
$55,000 or less. The sales price

GETTY IMAGES



COURTESY OF U.S. SECURITIES AND EXCHANGE COMMISSION

of eligible used EVs is capped

at $25,000. You don’t qualify

for the credit if your modified
adjusted gross income is more
than $150,000 for single filers or
$300,000 for those married filing
jointly. If you take the credit as

a discount at the dealership but
your MAGI exceeds the limits,
you will have to pay the credit
back to the IRS when you file
your tax return. KELLEY R. TAYLOR

186K

The average minimum yearly salary
that Americans believe they need to
earn to live comfortably, according to

a Bankrate survey. That’s more than
twice the amount the average full-time,
year-round worker typically makes.

FRIENDLIER FUND REPORTS

— Investors no longer have to sift

through mutual fund or exchange-traded

fund reports jammed with dense text
about dozens of other funds
and share classes to find
details about their own
investments.

The Securities and
Exchange Commis-
sion has ordered
that starting in July,
fund companies
must send you
semiannual “tailored
shareholder reports.”
These should be “con-
cise and visually engaging”
summaries covering your specific
investments. The new reports will run

from two to four pages and must include

information on expenses and a graphical
representation of the fund’s holdings.
They must also show a line graph com-
paring your investment’s per-
formance over 10 years
(or the life of the fund,
if that is shorter) with
an appropriate “broad-
based index” to dis-
courage managers
from cherry-picking
narrower benchmarks
that might be easier
to beat. (Managers
can add narrower
indexes if they choose.)
More-detailed information,
such as full portfolios and lists of
proxy votes, will be posted online.
KIM CLARK

FROM THE KIPLINGER LETTER

States Are Backing Away From Taxing Groceries

Look for sales tax on groceries to be-
come increasingly rare at the state
level. Illinois and Oklahoma are the lat-
est states to do away with the tax, with
some caveats. Illinois, for example, will
still allow local governments to impose
their own grocery taxes without approval
from voters. Oklahoma’s sales tax will
still apply to certain grocery items.
That brings the number of states that
collect taxes on groceries down to 10:

Alabama, Arkansas, Hawaii, Idaho,
Kansas, Mississippi, Missouri, South
Dakota, Tennessee and Utah. Among
these states, many tax groceries at
lower rates, or offer rebates or credits
to low-income consumers.

South Dakota could be next to stop
taxing groceries if voters approve a ballot
measure to repeal the state’s tax on gro-
ceries this fall. The issue polls well, with
nearly two-thirds of voters in support.

Ahead

A NEUV LOOK FOR
THE S&P 500

The S&P 500 got a make-
over in June, as stocks no
longer representative of the
index got the boot and others
took their place. Seen as

a reflection of the broad
market, the S&P 500 is the
benchmark for trillions of
dollars in indexed invest-
ments. The newcomers:

KKR & Co. (symbol KKR,
$105). The global invest-
ment firm, a leader in alter-
native assets including pri-
vate equity and real estate,
had $553 billion under man-
agement at the end of 2023.

CrowdStrike Holdings
(CRWD, $383). The soft-
ware firm uses crowd-
sourced data, sophisticated
analytics and artificial in-
telligence to thwart cloud-
computing security threats.

GoDaddy (GDDY, $140).
This internet services and
infrastructure firm moves up
to the large-cap index from
the S&P MidCap 400 index.

Deletions. Health care firm
Illumina moves to the S&P
MidCap 400; H.R. specialist
Robert Half and banking
firm Comerica move to the
SmallCap 600.

Last May, utility Vistra
Energy (VST, $86) replaced
Pioneer Natural Resources
in the 500. Pioneer was
acquired by ExxonMobil.
ANNE KATES SMITH
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OME three decades since their
launch, exchange-traded funds

have become the investment
vehicle of choice. ETFs—which

hold baskets of securities like mutual
funds do but trade like stocks—caught
on slowly at first, then at full steam.

As we undertake the full-scale,
annual review of the roster of our
favorite ETFs, we note that growth
in this dynamic corner of the market
has been eye-popping, if not wholly
unexpected. Over the first five
months of 2024, BofA Securities
reported that investors put more
money into ETFs than individual
stocks. “ETFs are becoming the way
to invest,” says Aniket Ullal, head of
ETF data and analytics at CFRA Re-
search. “This has been the story for
a while, so that doesn’t surprise me.”
Assets in U.S.-based ETFs hit a
record $9 trillion in May. That’s less
than the $19.3 trillion invested in
U.S. mutual funds. But for several
years now, ETFs have experienced
net inflows (the sum of money com-
ing in minus the money going out),
while mutual funds have seen net out-
flows (more money has exited the
funds than has come in). Over the
past 12 months ending in May, U.S.
diversified stock ETFs logged $422
billion in inflows; U.S. stock mutual
funds saw $353 billion in outflows.
“A lot of investors were on the side-
lines last year, holding cash in money
market funds. Now they’re moving
that money into ETFs,” says Ullal.

New, new things. Investors have
been drawn to the low cost, ease of
trading and tax-efficiency that ETFs

offer, but a wave of new exchange-
traded products in recent years

has also turned heads. An all-time-
high number of ETFs—606—have
launched over the past 12 months,
according to the ETF Think Tank,

a financial professional group. Many
new funds employ complex strate-
gies that are accessible to individual
investors for the first time. “ETF in-
novation is alive and well,” says Jay
Jacobs, U.S. head of thematic and
active ETFs at BlackRock.

Funds based on options strategies,
for instance, continue to dominate
the roster of new launches. A lot of
them, called defined-outcome or
buffered ETFs, use options to limit
your losses in the stock market in
exchange for giving up some poten-
tial gains. (See “Balance Your Risk
and Reward,” July 2024.) Nearly
60 have launched since the start of
2024, and they have already amassed
close to $2 billion in total assets.

Now comes another slug of options-
based ETFs that employ a so-called
buy-write strategy, in which inves-
tors aim to generate income from op-
tion premiums by buying a security
and simultaneously writing (selling)
a call option on that same security.
(A call option gives the holder the
right to buy a security at a certain
price within a specified period.)
These strategies tend to hold up
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well in rough markets and lag in
exuberant ones. BlackRock’s Jacobs
says iShares launched the industry’s
first fixed-income buy-write ETF

in 2022, iShares 20+ Year Treasury
Bond BuyWrite Strategy ETF. iShares
has since launched buy-write strate-
gies tied to the S&P 500 and the
Russell 2000, which tracks small-
company stocks. (Stay tuned—we
plan to analyze these fund strategies
in the coming months.)

But the biggest chunk of new
money has been moving into spot
bitcoin ETFs, which got the okay
to launch in January from the U.S.
Securities and Exchange Commis-
sion. In all, the funds have more
than $42 billion in total assets. The
biggest, at $20.9 billion in assets,
is iShares Bitcoin Trust. That’s as
large as some of the most popular
U.S. stock ETFs, including Vanguard
Mega Cap Growth. The SEC approval
in May of exchange-traded products
that invest in the digital asset known
as ether could draw even more dol-
lars to cryptocurrency ETFs.

Meanwhile, the ETF world, once
synonymous with indexing, continues
to become more active. Over the
past 12 months, for the second year
running, actively managed strategies
have made up the majority of new
ETF launches. A third of all net
inflows have gone into active ETFs
since the start of 2024, according
to Matthew Bartolini, head of SPDR
Americas Research at State Street
Global Advisors. He projects that
ETFs could take in more than $260
billion of net inflows by the end of the
year—*“a clear record,” Bartolini notes.

The Kiplinger ETF 20. We are mind-
ful of these trends, but we’re not
chasing them. We are not considering
a bitcoin ETF for the list, for instance.
The Kip ETF 20 is designed to serve
as a resource for investors who want
to build a broadly diversified invest-
ment portfolio. Our aim is to provide
ideas for strategies that can serve as
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the building blocks of a core portfolio,
as well as a few selected tactical and
thematic funds that can boost perfor-
mance as part of a satellite portfolio.
Over the past 12 months, our picks
performed solidly. Most continued to
build on the previous year’s recov-
ery. The biggest gains relative to
benchmarks came from our bond
funds. Each follows its own strategy
and some focus on a specific sector,
but all outpaced the broad Bloom-
berg U.S. Aggregate Bond index.
We’re making three changes to
the roster. Two are for tactical rea-
sons, and the third is a swap of a
similar fund for a more straightfor-
ward approach. See the box explain-
ing our decisions on page 24. For
suggestions on how to put our Kip
ETF 20 to work in your portfolio, see
the four model portfolios on page 26.
We list the vital statistics for each of

the 20 ETFs on page 25. All returns
and data are through June 30, unless
otherwise noted.

CORE STOCK ETFs

iShares Core S&P 500 This is as basic
an investment as you can get. It tracks
the ubiquitous S&P 500 index, which
covers about 85% of the total stock
market, for alow expense ratio of
0.03%. Stocks in the fund—all of the
S&P 500 constituents—are weighted
by market value, or stock price times
shares outstanding, so it should come
as no surprise that the fund’s top
holdings are the mega-cap firms
Nvidia, Microsoft, Apple, Amazon.
com, Meta Platforms and Alphabet.

iShares Core S&P Mid-Cap We like
the combination of iShares Core S&P
Mid-Cap with its large-company
counterpart, iShares Core S&P 500,
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because there’s no overlap in hold-
ings. The fund tracks the S&P Mid-
Cap 400 index. Index constituents
are firms with market values that
currently fall between $6.7 billion
and $18 billion, covering about 8% of
the total U.S. stock market. Examples
include Carlisle Companies, which
makes construction products; data
storage firm Pure Storage; and home
goods retailer Williams-Sonoma.
Midsize-company stocks rallied in
the early part of the 12-month period
ending in June, but they have lagged
in more-recent months.

iShares Core S&P Small-Cap This
fund tracks the S&P SmallCap 600
index, which includes the smallest
6% of the total U.S. stock market—
currently companies with market
values between $1 billion and

$6.7 billion. Top holdings include
clothing retailer Abercrombie &
Fitch; Fabrinet, which makes optical
communication components, lasers
and sensors; and ATI (formerly
Allegheny Technologies), which
supplies specialty materials for use
in the aerospace and defense indus-
tries. This fund complements the
iShares Core S&P suite of ETFs;
there’s no overlap in fund holdings.
But we also favor its approach over
other small-company indexes be-
cause it includes only profitable
firms—earnings for the most recent
quarter as well as the sum of earnings
for the most recent four quarters
must be positive—giving it a high-
quality tilt. That has helped per-
formance in recent years. Over the
past three, five- and 10-year periods,
iShares Core S&P Small-Cap has
outpaced the Russell 2000 bench-
mark of small-company stocks.

iShares MSCI USA ESG Select A
backlash against investing with
environmental, social and corporate
governance qualities in mind, or
ESG investing, has escalated in
recent years. But we are unmoved.

This fund, which we consider
ESG-lite, stays in the ETF 20. The
174-stock index it tracks avoids cer-
tain businesses, including those in-
volved in firearms, nuclear weapons
and tobacco. Top holdings include
the usual large-cap fund names,
such as Nvidia, Microsoft and Apple.
But the fund also holds some en-
ergy stocks, including ONEOK and
Schlumberger. It even holds a few
low-rated ESG firms, such as 3M,
an industrial conglomerate that ESG
data firm Sustainalytics rates as a
“severe risk” when it comes to po-
tential ESG trouble. (The ratings are
designed to help investors identify
ESG risks that could impact a firm’s
financial value.) The fund has lagged
the broad market in recent years, but
its five- and 10-year returns are in
spitting distance of the S&P 500.

Vanguard Total International Stock
This index fund, which holds about
8,500 foreign stocks, is an easy way
to add international exposure to a

TRADING TIPS
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portfolio. As its name implies, the
fund is all-encompassing and holds
shares in companies from developed
markets, such as the U.K. and Japan,
as well as emerging ones, such as
China and India. Emerging-markets
stocks make up nearly 20% of the
fund’s assets. U.S. investors have
largely ignored international stocks
for most of the past decade because
they’ve lagged U.S. stocks. We're
still waiting for a turnaround, but

in recent months, some markets
have shown signs of life. Over the
past 12 months, Vanguard Total
International Stock gained 11.0%.

DIVIDEND STOCK FUNDS
Schwab U.S. Dividend Equity Stocks
that boast an above-average divi-
dend yield are the objective in this
index fund. But the algorithm that
drives the stock picking at Schwab
U.S. Dividend Equity favors consis-
tent payers—those with at least 10
years of dividends—and firms with
strong financials, such as a healthy

HOW TO BUY AND SELL ETFs

By now, most investors are famil-
iar with exchange-traded funds,
which trade like stocks for zero
commission at most online bro-
kers. That said, there are a couple
of best-practice rules to keep

in mind when you buy and sell
shares in an ETF.

Avoid trading at the open or
close of the market. Market vola-
tility tends to rise within the first
and last half-hour of every trading
day, says Todd Rosenbluth, head
of research at VettaFi. “There’s a
lot of noise taking place, and cer-
tainly at the market open, some
underlying investments might not
start trading right away. You want
to wait to make sure there’s a

chance for the market to reflect
the full value of the underlying
securities in the ETF.” For similar
reasons, it’s best to avoid trading
on volatile days, too.

Use limit orders. When you
place a limit order, you set the
price at which you are willing to
buy or sell shares. This is always
a good practice, says Rosenbluth,
particularly for investors making
small purchases in odd lots—such
as 27 shares, say, rather than 100
or another round number. A buy
limit order will only be executed
at the limit price that you set or
lower. One the flip side, a limit or-
der to sell shares will only be exe-
cuted at the limit price or higher.
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return on equity (a profitability
measure) and abundant free cash
flow relative to total debt. (Free
cash flow is the money left over
after operating expenses and
spending on assets.) The fund’s
value tilt dampened returns over
the past year, as seen in the fund’s
single-digit return. But it currently
yields 3.9%, more than double the
yield of the S&P 500. And over the
long haul, the fund has delivered
solid results—10.8% annualized
over the past 10 years. Texas Instru-
ments, Amgen and Lockheed Martin
are top holdings.

Vanguard Dividend Appreciation
Don’t confuse this fund with Van-
guard Dividend Growth, the storied
actively managed mutual fund. Al-
though both funds target dividend
growth stocks, this ETF is passively
managed. It tracks an index that in-
cludes companies that have consis-
tently boosted their payouts for at
least 10 years in a row. Top holdings
in the fund are a blend of growth
and value-oriented names, including
Apple, Microsoft, JPMorgan Chase,
Broadcom and ExxonMobil. The
fund’s growth tilt has helped returns
recently. Over the past 12 months,
Vanguard Dividend Appreciation

is up 14.6%. The fund yields 1.8%.

WisdomTree Global ex-U.S. Quality
Dividend Growth Some dividend
strategies focus heavily on yield;
others sacrifice a bit of yield in favor
of firms with growing dividends.
This foreign-stock fund falls in the
latter group. Companies that consis-
tently raise their payouts tend to be
disciplined about running their busi-
nesses and boast steady profitability,
the thinking goes. The approach
gives the fund a growth-and-quality
tilt that has helped returns in recent
years, as stocks with those attributes
have performed well. Over the past
12 months, Global Ex-U.S. Quality
Dividend Growth’s 11.1% gain just
misses beating the MSCI ACWI

ex USA index of stocks in foreign
developed and developing countries.
We use that index because the ETF
is similarly exposed: 87% of its assets
are in shares in developed foreign
countries, and 13% are in emerging-
markets stocks. Its top holdings are
Taiwan Semiconductor Manufactur-
ing, Novo Nordisk and Samsung
Electronics. The fund yields 1.9%.

STRATEGIC STOCK FUNDS
NEW — Health Care Select Sector
SPDR Health care shares have strug-
gled lately, especially those of smaller
companies, and we’re growing weary
of waiting for a sustained small-cap
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rally to begin. So we’re shifting our
focus from an equal-weighted health
care fund, Invesco S&P 500 Equal
Weight Health Care, to this market-
value-weighted large-cap sector fund.
Health Care Select Sector SPDR is
one of the lowest-cost health care
sector ETFs around, with a 0.09%
annual expense ratio (far below the
0.40% of Invesco S&P 500 Equal
Weight Health Care). And it holds

63 stocks. Heavyweights such as Eli
Lilly, UnitedHealth Group, Johnson
& Johnson and Merck dominate its
top holdings. The fund’s one-year
return through June is 11.6%, which
ranks among the top 24% of all health
care—focused funds. Its 11.4% five-
year annualized return is among the
top 6% of its peers.

NEW — iShares Core MSCI
Emerging Markets Investing in
emerging-markets stocks has been

a gloomy affair, but the sun is begin-
ning to peek through the clouds, say
many Wall Street analysts. China has
been a drag on results, but Susan Gim,
a portfolio manager at the investment
firm Martin Currie, sees signs of
recovery there, and growth in India
promises a “great economic opportu-
nity.” Meanwhile, after emerging-
markets earnings growth contracted
in 2023, it is expected to accelerate

to 18% in the year ahead, driven by
South Korea and Taiwan, say Frank-
lin Templeton analysts. This iShares
index fund, which charges a low,
0.09% expense ratio, holds stock in
companies in those two countries
and 24 others, including Brazil,
China, India and Turkey. There’s
some momentum already: Over the
past six months, the ETF has gained
6.9%—more than the 5.7% return in
developed foreign countries.

JPMorgan U.S. Quality Factor A
focus on high-quality stocks has been
spot-on over the past year. JPMorgan
U.S. Quality Factor gained 21.1% over
the past 12 months, among the best
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performers of the Kip ETF 20 for the
period. That doesn’t beat the broad
market, up 24.6%, but U.S. Quality
Factor was less volatile. The fund sifts
for companies that meet 10 quality
criteria, including measures of profit-
ability, financial risk and earnings
quality. It holds 256 stocks, including
Nvidia, Meta Platforms and Alphabet.

SPDR S&P Kensho New Economies
Composite Thematic funds zero

in on an emerging trend or a new
invention so that investors can cash
in with less risk. Instead of buying
shares in one or two stocks that
capture the trend, investors can
spread their money among several
companies. But while some funds
zoom in on one theme—robotics,
say—S&P Kensho New Economies
Composite folds in multiple trends,
from automation and artificial intel-
ligence to cryptocurrency and en-
ergy-efficient technologies. The
diverse mishmash means that some
trends the fund targets may soar
while others take a breather. That
helps explain the skimpy, 4.7%

gain in Kensho New Economies
Composite over the past 12 months.
Its top holdings include Coinbase
Global, a cryptocurrency exchange
platform; defense company Leidos
Holdings (think cybersecurity); and
bitcoin mining firm Cleanspark.

Technology Select Sector SPDR This
tech-sector ETF climbed 31.1% over
the past year. No other fund did bet-
ter, but that’s hardly surprising. This
is the second straight annual review
of the Kip ETF 20 in which the fund
has outpaced the S&P 500 by a wide
margin over the preceding 12-month
period. The fund tracks a subset of
the S&P 500—the roughly 65 stocks
considered information technology
companies. Shares are weighted

by market value, from the biggest,
Microsoft, at more than $3 trillion,
to the smallest, cloud-networking
company F5, at just under $10 billion.
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Vanguard FTSE Europe Our bet

on Europe continues to pay off, de-
spite a stumble in early June, after
the French president called a snap
election. The prospects for European
stocks look good because the re-
gion’s economic rebound has helped
lift earnings estimates for the second
half of 2024, says Jeff Kleintop,

chief global investment strategist

at Charles Schwab. Vanguard FTSE
Europe climbed 11.8% over the past
12 months, a tad ahead of the MSCI
EATFE index of stocks in foreign de-
veloped markets. The U.K., France,
Switzerland and Germany are the

WHAT’S NEW

fund’s biggest country exposures;
Novo Nordisk, ASML Holding,
Nestlé and Shell are top holdings.

CORE BOND FUNDS

Fidelity Total Bond This steady Eddie
has outpaced its peers in seven of the
past nine calendar years (its first full
year was 2015). It had below-average
volatility, too. It’s an actively man-
aged investment-grade bond fund,
and it holds mostly medium-maturity
U.S. government debt, corporate
debt and government-backed mort-
gage bonds. But it has the leeway to
boost returns by investing up to 20%

CHANGES TO THE KIP ETF 20 ROSTER

We don’t make changes to our
Kiplinger investment lists lightly.
But the Kiplinger ETF 20 includes
some strategic funds, on the stock
and bond sides, and we like to
make sure we’re responding to
current market environments.

For that reason, we have
swapped out our ultra-short-term
bond fund for BlackRock Short
Duration. It’s a short-term bond
fund, but not as short-term as
the fund it replaces, BlackRock
Ultra Short-Term Bond. We were
hunting for a three- to seven-year
diversified bond fund, but to be
honest, we found slim pickings,
and most were concentrated in
either government or corporate
debt. BlackRock Short Duration,
though more diverse, is still a bit
of a compromise, but it’s a better
choice than Ultra Short-Term
Bond. Its yield is only slightly
lower, but its duration—its sensi-
tivity to interest rate moves—is
greater. So investors can still eke
out a good yield, but they will get a
better boost in performance when
rates fall (bond prices and interest

rates move in opposite directions).
In addition, we wanted to make
room for an emerging-markets
stock fund, iShares Core MSCI
Emerging Markets. But what to
move out to make room for it? We
decided on the Industrial Select
SPDR ETF, which had been a mem-
ber of the ETF 20 for only a few
months. Earnings growth is starting
to improve among emerging-mar-
kets stocks, and while most inves-
tors hold industrials in diversified
core U.S. stock funds, it’s a good
bet that few of us have enough
emerging-markets exposure.
Finally, health care shares have
struggled lately, smaller compa-
nies more than big ones. So we’re
shifting our focus from an equal-
weighted health care fund, Invesco
S&P 500 Equal Weight Health
Care, to a market-value-weighted
sector fund, Health Care Select
Sector SPDR. The two funds hold
the same 63 health-related com-
panies that are in the S&P 500,
but the difference in proportions
puts the latter in the large-cap
category, which we favor.



of assets in lower-quality debt secu-
rities, including high-yield corporate
I0Us, emerging-markets bonds and
leveraged loans. These so-called
“plus” sectors performed well in
2023, lifting the fund’s returns. Over
the past 12 months, Fidelity Total
Bond gained 3.6%, ahead of the 2.6%
climb in the Bloomberg U.S. Aggre-
gate Bond index, a benchmark of
high-quality U.S. debt. In recent
months, the fund’s managers have
been cutting the fund’s risk by re-
ducing its exposure to corporate
credit and shoring up its stake in
Treasuries. The fund yields 5.2%.

Invesco BulletShares 2026 Corpo-
rate Bond Target-maturity bond
funds do what their name implies—
that is, they hold a bunch of bonds
with a similar maturity date. In this
fund’s case, that means 458 invest-
ment-grade (debt rated triple-A to
triple-B) corporate securities, each
maturing in 2026. These types of
funds are designed to help investors
build a bond ladder, an investing
strategy that involves assembling

a portfolio of bonds with different
maturity dates spaced out at regular
intervals. As bonds mature, you re-
invest the proceeds into new bonds
with a longer maturity date—the fur-
thest “rung” (or date) up the ladder.
Target-maturity bond funds are de-
signed to be held to maturity. During
the maturing year, the fund doesn’t
add to holdings. As bonds mature

in the portfolio, the fund’s portfolio
transitions to cash and cash equiva-
lents. Like a bond that matures, the
fund will close and disburse the pro-
ceeds to shareholders at or near the
end of its target year. We use it here
in place of a short-term corporate
bond fund. The fund yields 5.3%.

SPDR DoubleLine Total Return Tac-
tical One of the reasons that actively
managed intermediate-term bond
funds tend to outperform the Agg,
the broad bond benchmark, is that

Investing

VITAL STATS: THE KIPLINGER ETF 20 AT A GLANCE

Annualized total return

Expense
Core Stock Funds Symbol  Price  1yr. 3yrs. 5yrs.  Yield ratio
iShares Core S&P 500 Ivw $547 24.6% 10.0% 15.0% 1.3% 0.03%
iShares Core S&P Mid-Cap IJH 59 13.5 4.4 10.2 1.5 0.05
iShares Core S&P Small-Cap IJR 107 8.6 -0.4 8.0 1.8 0.06
iShares MSCI USA ESG Select SUSA 112 21.6 7.0 14.6 1.2 0.25
Vanguard Total International VXUS 60  11.0 0.4 5.8 3.1 0.08
Stock
Dividend Stock Funds
Schwab US Dividend Equity SCHD $78 11.2% 4.6% 11.8% 3.9% 0.06%
Vanguard Dividend VIG 183 14.6 7.7 11.7 1.8 0.06
Appreciation
WisdomTree Global ex-US
Qual Div Growth DNL 39 111 0.7 9.0 1.9 0.42
Strategic Stock Funds
:;g';h Care Select Sector XLV $146  11.6%  6.6%  11.4%  1.5%  0.09%
iShares Core MSCI Emerging IEMG 54 11.9 45 3.6 24 0.09
Markets
JPMorgan US Quality Factor JQUA 53 211 10.6 14.6 1.3 0.12
SPDR S&P Kensho New KOMP 46 47  -105 8.0 0.8 0.20
Economies Comps
Technology Select Sector XLK 226 311 163 249 07 009
SPDR
Vanguard FTSE Europe VGK 67 11.8 3.3 7.3 3.2% 0.09
Core Bond Funds
Fidelity Total Bond FBND $45 3.6% -2.2% 0.9% 5.2% 0.36%
Invesco BulletShares 2026 BSCO 19 59 ~0.9 18 53 010
Corp Bond
SPD!! DoubleLine Total Return ToTL 0 31 o1 04 57 0.55
Tactical

Opportunistic Bond Funds

BlackRock Short Duration

Bond NEAR $50 6.5%  3.1%  2.5%  51% 0.25%
Invesco Senior Loan CBKIN 21 91 48 40 80 065
Vanguard Tax-ExemptBond ~ VTEB 50 28  -09 141 36 005
Indexes

S&P 500 24.6% 10.0% 15.0% 1.4%

MSCI EAFE 11.5 2.9 6.5 3.0

Bloomberg U.S‘. Aggregate Bond 2.6 -3.0 -0.2 5.0

AS OF JUNE 30, 2024. *12-month yield (all other yields are 30-day SEC yields).
SOURCES: Morningstar Direct, MSCI, S&P Dow Jones Indices, WSJ.com.

they can boost returns by investing
in sectors that aren’t in the index.
The gurus at this fund have favored
non-traditional sectors, such as bank
loans, emerging-markets debt and
structured credit (such as collateral-
ized loan or debt obligations). Double-

Line Total Return Tactical has re-
turned 0.8% since the start of 2024,
ahead of 81% of its peers (intermedi-
ate-term core-plus bond funds). Over
three years, the fund has notched
above-average returns with below-
average risk. It yields 5.7%.
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STRATEGIC BOND FUNDS
NEW — BlackRock Short Duration
Bond We jettisoned BlackRock Ultra
Short-Term Bond for this actively
managed short-term bond fund with
a higher duration, or sensitivity to
interest rates. We think the fund
allows investors to cash in, still, on
high short-term interest rates, but

it better sets up investors for a boost
in returns if rates move down (bond
prices and interest rates move in
opposite directions). The fund holds
65% of its assets in bonds with matur-
ities from one to seven years. It yields
5.1%, a tad less than the ETF it re-
places, but the new fund’s duration
of 1.9 years implies that if interest
rates fall by one percentage point, the
fund’s net asset value will rise 1.9%.
Over the past year, the fund gained
6.5%, which is more than 75% of its
peer group (short-term bond funds).
Over the past three years, it has won
solid marks for high returns and low
risk relative to peers.

Invesco Senior Loan Last year, we
wavered on whether to keep this
fund on the Kip 20 roster. Senior
loans (also known as bank loans)
perform best when interest rates
are rising—the coupon rate on
these securities adjusts every few
months in step with a short-term-
bond benchmark—and analysts pre-
dicted cuts in 2024. We kept the
fund, thinking interest rates might
stay higher for longer, and we were
right. Invesco Senior Loan has been
the best-performing bond fund in
the Kip ETF 20 over the past 12
months, returning 9.1%. It wins on
yield too, at 8.0%. Even if rates fall—
most expect a quarter-point cut later
this year—senior loans tend to be
lower in volatility and offer better
risk-adjusted returns over the long
haul relative to other bond sectors.

Vanguard Tax-Exempt Bond The

municipal bond market has been vol-
atile this year, thanks to uncertainty

26 Kiplinger Personal Finance

about inflation and interest rates.
Vanguard Tax-Exempt Bond has
struggled to keep pace with its peers.
It’s an index fund, which means it
should be about average for its peer
group (funds that invest in medium-
maturity municipal debt). But its 2.8%
total return over the past 12 months
ranks below average. We’re watching
this fund closely. It still beats on cost
with alow, 0.05% annual expense

SETTING SAIL

ratio. And it has a super-low tracking
error, which measures how closely
the fund behaves relative to the index
it mimics. We have another fund

in mind. It’s actively managed, by
arespected team. But it has a short
track record, so it’s too soon to rec-
ommend it. Stay tuned. @

You can contact the author at
Nellie. Huang@futurenet.com.

FOUR PORTFOLIOS TO REACH YOUR GOALS

Use these simple model portfolios as a starting point, tweaking as necessary to align

them more with your investment time horizon and risk tolerance. Consider spicing up

returns outside of the core with our strategic stock ETFs or opportunistic bond ETFs.

SIMPLE
75% stock 55% iShares Core S&P 500
20 Vanguard Total International Stock
25% bond 25 ideli
GROWTH
80% stock 40% iShares Core S&P 500
...................... 15 VanguardTotallntemanona[ StOCk —
10 Vanguard Dividend Appreciation
10 ishares Core S&P Mid-Cap
5 iSha_r_g_g Core S&P Small—Cap__»____
20% bond 10 SPIZ)"I?-I?-oub_ll_il(_:ltri\ga'll'otal Return
10 Invesco BulletShares 2026
____________ CorporateBond
BALANCED
60% stock 25% iShares MSCI USA ESG Select
20 Schwab U.S. Dividend Equity
10 WisdomTree Global ex-US Quality
Dividend Growth
5 Vanguard Total International Stock
e vermersmersemeneii e
15 SPDR DoubleLine Total Return
: . Tactical
10 BlackRock Short Duration Bond
CONSERVATIVE
45% stock 25% iShares Core S&P 500
10 Schwab U.S. Dividend Equlty
10 WisdomTree Global ex-US Quality
Dividend Growth
S5%bond 20 _ FidelityTotalBond
15 Invesco BulletShares 2026
............... CorporateBond
10 Invesco Senior Loan
) B_l_ackRock Short Du__ration Bond
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ZERO IN ON NORDIC SHARES

This corner of Europe presents unique opportunities for investors.

BY KIM CLARK

NVESTORS are always
urged to diversify, but
choosing how and
where to place those
bets can be challeng-
ing. For example, in-
ternational stocks in general
have lagged significantly behind
their U.S. counterparts for years.
And these days, investing in a
broad basket of international
stocks might mean buying stakes
in companies based in areas
threatened by war or in countries
with little investor protection.
Luckily, there’s a foreign re-
gion that offers investors reduced
geopolitical risks, well-regulated
markets and attractive opportu-
nities: The Nordics. This collec-
tion of five northern European
countries—Denmark, Finland,
Iceland, Norway and Sweden—
account for only about 2% of the
world’s economy and investable
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market, but the region has been
punching far above its weight.
The MSCI Nordic Countries in-
dex has returned 25.0% over the
past 12 months, roughly double
the returns of indexes tracking
the developed international
world in general, Europe as a
whole, and emerging markets.
For context, the S&P 500 has
returned 24.6% over the same
period. (Except where other-
wise noted, data are through
June 30.)

That strong performance is
part of along-term trend, accord-
ing to a December 2023 McKin-
sey & Company report. It found
that in the 20 years through
2022, Nordic companies “have
outperformed their global peers
on value creation, delivering an
average annual total shareholder
return of 11.6%, surpassing the
global average of 9.4%.”

These small, comparatively
stable countries “are places
you can buy a stock and sleep
at night,” says Patrick Rien, a
portfolio manager of the EuroPac
International Dividend Income
Fund, which has 8% of its global
portfolio invested in Nordic com-
panies. Among the key differ-
ences between the Nordics and
other European economies: Four
of the five Nordic countries—Fin-
land is the exception—have their
own currencies and independent
central banks. That gives them
more flexibility to respond to
economic changes than countries
using the euro and under the
purview of the European Central
Bank. In addition, the Nordic
countries generally have less
national debt, as a percentage
of gross domestic product, than
bigger neighbors such as France,
Italy and Spain. Although the

Denmark is
home to drug
companies
Novo Nordisk
and Genmab.
N3
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Nordics, like much of the rest

of the global economy, are cur-
rently struggling with inflation
and slow growth, Moody’s econ-
omist Ross Cioffi says the Nordic
region “has a better long-term
outlook than the rest of Europe.”

A LONG-TERM VIEW
Nordic companies can often
afford to shrug off short-term
blips and invest in long-term
growth because their ownership
tends to be dominated by inves-
tors with long-term mind-sets—
families concerned about lega-
cies, for example, or public
agencies such as Norway’s
$1.4 trillion sovereign wealth
fund. McKinsey reports that
about 80% of top Nordic com-
panies have long-term owner-
ship; the figure is about 60%
for comparable companies in
other parts of Europe and about
20% in the U.S. That long-term
orientation “fosters stability,
sustainable practices and invest-
ments in innovation,” according
to the consultant. It noted that
about 80% of Nordic companies
spend above-average amounts
on research and development.
The region also offers in-
vestors some geopolitical ad-
vantages. Although two of the
Nordic countries—Norway and
Finland—share land borders with
Russia, those lines mostly run
across unpopulated areas in the
Arctic. Meanwhile, companies
developing the Nordic area’s
abundance of oil, gas, hydroelec-
tric power and minerals have
benefited from other European
countries’ efforts to stop relying
on Russia and China for such
necessities, says Moody’s Cioffi.
Even characteristics that
some investors may see as disad-
vantages over the short term are
turning into long-term benefits
in some cases. For example, the

region’s small domestic markets
have forced ambitious Nordic
companies to pursue global sales
strategies. “When you have no
home-country advantage, you
have to pay attention to every-
where else,” says Haicheng Li,

a portfolio manager of the Baird
Chautauqua International
Growth Fund, which has in-
vested 12% of its portfolio in
Danish companies.

The Nordic countries’ com-
paratively strict business regula-
tions offer similar trade-offs.
The countries tend to have
heavy environmental, labor and
corporate governance regula-
tions that can raise costs but also
offer some long-term benefits to

Investing

over the past year and an annu-
alized 12.1% over the past 15
years. Those results slightly out-
pace the S&P 500’s one-year re-
turn of 24.6% but lag its 15-year
return of 14.8%. The fund’s long-
term record handily beats many
major foreign regional indexes.
MSCT’s Europe index returned
an annual average of 7% over the
past 15 years, for example.

The managers screen for
factors such as strong free cash
flow (cash left over after spend-
ing to run and invest in the busi-
ness). The fund holds a selection
of 45 stocks of all sizes, but its
largest holding is the Danish
pharmaceutical firm Novo
Nordisk. The maker of Wegovy,

THE NORDIC REGION OFFERS INVESTORS

investors. David Wheeler, a
senior research analyst for
Alliance Bernstein’s sustainable
thematic investment strategies,
notes that some of the countries
have laws requiring the majority
of corporate board members be
independent. “Boards in the Nor-
dic countries provide especially
strong oversight of management,
which can mean reduced gover-
nance risks,” he says.

HOW TO INVEST

One way to give your portfolio
a little extra weighting in the
homelands of the ancient
Vikings is through one of the
handful of funds that specialize
in the region.

The standout option in this
group is Fidelity Nordic Fund
(symbol FNORX), which is
perennially one of the best-
performing regional mutual
funds. It has returned 24.9%

REDUCED GEOPOLITICAL RISKS, WELL-REGULATED
VIARKETS AND ATTRACTIVE OPPORTUNITIES.

a popular new anti-obesity drug,
accounted for more than one-
fourth of the fund’s portfolio as
of the latest report. Thanks to
booming demand for Wegovy,
Novo Nordisk is expected to
generate more than $9 billion in
free cash flow in 2024. Analysts
expect that to double by 2027,
according to S&P Global Market
Intelligence. The stock has shot
up more than 78% in the past
year and has posted an average
annual return of 42% over the
past five years. It has quickly
grown into Europe’s largest
company, as measured by its
stock market value, and thus
accounts for a good slug of many
European fund portfolios. (Novo
Nordisk is also one of the Kip-
linger ESG 20, our list of envi-
ronmental, social or governance
standouts.)

Fidelity Nordic gets a nod of
approval from Jack Bowers, chief
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executive officer of Independent
Fidelity Investors, publisher of
the Fidelity Monitor & Insight
newsletter. He’s generally more
bullish on U.S. funds, but Fidelity
Nordic is a good option for diver-
sifiers, he says, calling it “a better
bet than most foreign funds.” Its
large stake in booming health
care stocks gives it the potential
to outperform more-diversified
regional funds, he adds. The
fund’s expense ratio is 0.94%.
Alternatively, investors look-
ing to make more-targeted bets
can consider a country-specific
index fund. iShares offers an

array of choices. Its iShares
MSCI Denmark (EDEN, $126)
exchange-traded fund, with an
expense ratio of 0.53%, has re-
turned 19.2% over the past 12
months and an annualized 16.4%
over the past five years, thanks
especially to its investments

in Novo Nordisk and other Dan-
ish health care firms. iShares
MSCI Sweden (EWD, $40) has
returned 18% over the past 12
months. Industrial and finan-
cial firms make up almost 75%
of its portfolio. Top holding
Atlas Copco, a major producer
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of compressed-air tools and
other industrial supplies, has re-
turned nearly 30% over the past
12 months. The Sweden fund’s
expense ratio is 0.54%.

Investors interested in indi-
vidual stocks can consider the
following recommendations
from fund managers and ana-
lysts. All three companies’
shares trade on U.S. exchanges,
two of them as American depos-
itary receipts.

Autoliv (ALV, $107) This Stock-
holm-based company is the
world’s biggest manufacturer of

airbags, seatbelts and other auto
safety equipment. It recently
traded at a price-earnings ratio
of about 10.5 times expected
earnings for the next 12 months.
Analysts see those earnings in-
creasing by nearly 16% annual-
ized over the next three to five
years. Alliance Bernstein likes
the way Autoliv is expanding
market share and developing
new safety products for inclu-
sion in cars of the future; the
stock was the second-largest
holding in the AB Sustainable
International Thematic Fund

-
Autoliv is
developing
new safety
products for
future cars.

at last report. “It’s a really high-
quality, very well-run company
offering persistent, strong
growth,” Wheeler says.

Genmab (GMAB, $25) Denmark’s
pharmaceutical industry offers
opportunities beyond Novo Nor-
disk, says Chautauqua’s Li. She
says the country’s long-term
orientation and culture of team-
work are reasons Copenhagen-
based Genmab is one of just 30
companies in the portfolio of
Baird Chautauqua International
Growth fund. Genmab’s long-
term investments in drugs based
on antibodies appear to be finally
paying off, she says. Sales of the
company’s antibody-based treat-
ments for multiple myeloma and
lymphoma helped push 2024’s
first-quarter revenues up 46%
over the same period a year
earlier. Analysts see the ADR
trading at $40 over the next 12
to 18 months, which implies a
60% gain from its recent close.

Norsk Hydro (NHYDY, $6)

This Norwegian company will
benefit from Europe’s shift to
resource suppliers outside of
Russia and China, says Euro-
Pac’s Rien. Despite the com-
pany’s name, the bulk of its
business is producing alumi-
num, which makes it susceptible
to commodity cycles, Rien notes,
but he believes that patient in-
vestors will be rewarded. “They
are not trying to make the next
quarter. They are trying to hand
something down to next genera-
tion,” he says. The ADR yields

a healthy 3.8%. The 12-to-18-
month price target from a con-
sensus of analysts is just over

$9 a share, implying a 50%
potential gain. [

You can contact the author at
Kim.Clark@futurenet.com.

COURTESY OF AUTOLIV
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CUT RATES ALREADY!

The Federal Reserve is behind the curve, says this well-known economist.

INSIDER INTERVIEW BY ANNE KATES SMITH

Mark Zandi is chief economist
of Moody’s Analytics.

KIPLINGER: You've said the
Fed is using the wrong gauge
for inflation and targeting the
wrong level. What do you mean,
and what would you prefer?
ZANDI: The fed targets 2% in-
flation as measured by growth
in what’s known as the personal
consumption expenditures de-
flator. At the current time, it’s

a flawed measure of inflation
because it includes something
called owners’ equivalent rent.
That’s the implicit rental cost of
owning your own home—it tries
to measure what a homeowner
would have to pay in rent to live
in their home. In theory, that
sounds great. But in practice, it’s
very problematic, in large part
because the housing market is
upside down. The affordable
part of the market is extraordi-
narily tight, with vacancy rates
at record lows and rents strong.
The high end of the market is a
lot softer, with a lot more supply.
Owners’ equivalent rent is hard
to measure in all times, and it’s
impossible to measure now. In
the rest of the world, other sta-
tistical agencies don’t even try.
They exclude OER because it
makes it very difficult to identify
underlying inflationary trends.

What measure would you use in-
stead? If I had to pick a measure,
it would be so-called harmonized
core PCE—“harmonized” in that
it’s measured on the same consis-
tent basis as it’s measured over-
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seas, with the fundamental dif-
ference being that it excludes
owners’ equivalent rent. It’s used
in most developed economies—
in Europe, Canada, Australia.
And the point is, if you look at
inflation on a harmonized basis,
we're at a 2% inflation rate, and
we’ve been at 2% for about a year.

Should the Fed just declare
victory on inflation now? If

you were at the Federal Reserve
looking at harmonized PCE (or
the harmonized measure for the
consumer price index, which is
published here by the Bureau of
Labor Statistics), you'd say mis-
sion accomplished, inflation is
back in the bottle. And with the
economy at full employment—a
4% unemployment rate—you’d
have achieved all your objec-
tives. Now it’s time to bring
interest rates down to neutral,
neither restraining or support-
ing economic growth.

So the 2% target for inflation
is okay, it’s just on the wrong
gauge? The Fed has told every-
body they’re taking inflation
down to 2%. To ensure credi-
bility, which is critical for the
future, I'd keep the target at
2% for now. You’ve got to main-
tain that credibility. But once
achieved, and once the Fed
has normalized interest rates,
T’d take a wholesale look at
things. The Fed does evaluate
their framework every so
often—every five years or so—
and the next one’s coming
around. At that point, they
should think about the target
and what measures to use.

I'm confident most everyone
would say that 2% isn’t the
right target. Why one number?
Why not a range of 2% to 3%,
just to buy a little wiggle room
when you need it? Other central
banks use 2% to 3% as well;
ours wouldn’t be the only one.

HAVE RATES PEAKED?
The Federal Reserve has raised its benchmark rate 11 times since March 2022.
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The number certainly isn’t 2%.
That’s too low.

Why too low? The reason you
want to target an inflation rate a
bit higher is that if you set it too
low, some industries will be suf-
fering deflation. Then, if you're
a businessperson, you have to go
back to workers and cut wages.
They’ll say no, and then you have
to go to layoffs. You want the
overall inflation rate to be high
enough so that the businesses
with the least amount of pricing
power are at least at zero.

In the meantime, do you think
the Fed should lower rates now?
Right now, the Fed has a target

“| THINK THE ECONOMY IS STRONG AND RESILIENT.
BUT WHY TAKE A CHANCE WITH RATES THAT
ARE RESTRAINING THE ECONOMY?”

range of 5.25% to 5.5% for the fed-
eral funds rate. They—and I think
everyone—would say that’s a re-
straint on growth. And I would
ask, Why? Let’s get going! Cut
rates, see what’s going on, and
maybe three months later cut
rates again. If you buy the argu-
ment that the Fed has achieved
its goal, they should be normal-
izing. If they switch to harmo-
nized PCE or harmonized CPI,
then it becomes easier to start
cutting without losing credibil-
ity. I fear they’ve got PTSD.
They got it wrong in early 2022
when they took so long to start
raising rates, and now they’re
going to err on the other side
and take too long to cut rates.

Why do we need a rate cut at
all if the economy is as strong
as it looks? I think the economy
is strong and resilient. But why
take a chance with rates that
are restraining the economy?
Things happen. Last year’s
banking crisis is a case in point.
What else is out there that might
break that we don’t know about?
I don’t feel like there are cracks
out there now, but why take

the risk?

How rare is it for a central bank
to achieve victory on the infla-
tion front without forcing the
economy into recession? It’s
rare. There was one recent exam-
ple in the late 1990s, although it’s
not in the same ballpark. Alan
Greenspan was the Fed chair;
inflation was becoming an issue,
and he stepped on the brakes.
But he got a lot of help from the
productivity boom that resulted
from the internet coming on, and
inflation then was very modest
compared with what we suffered
in the wake of the pandemic.

Where do you see the Fed’s tar-
get rate ending up? I forecast
alot of things. Some things I'm
not so confident about, and some
things I am. I’'m very confident
about inflation coming down. My
sense is the Fed will have enough
evidence by the September meet-
ing, and they’ll start cutting a
quarter-point once each quarter,
and that will get us back close

to neutral by the end of 2025

or early-to-mid 2026. If nothing
major takes us off-script, that’s
the path forward. A neutral rate
is probably around 4%, and it’ll
probably migrate lower to settle
in mid 2026 at 3%, 3.25% or
3.5%, something like that. @

You can contact the author at
Anne.Smith@futurenet.com.
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High Yields, Reliable Payouts

INCOME INVESTING BY JEFFREY R. KOSNETT

NE of my routines
is to watch for new,
quality bonds and
bond alternatives
with premium
yields. Lately,
three sound regional banks—Bank
of Hawaii, Citizens Financial and
M&T Bank—broke a dry spell with
$25-par-value preferred offerings
bearing coupons of 8%, 7.375% and
7.5%, respectively. New investment-
grade bank preferreds are a fine
sight to see, and they’re a timely
embellishments to any income-
first financial-sector allocation. Yes,
cash earning 5% is not idle, but the
chance to garner an extra point or
two of yield indefinitely without
much credit risk is enticing.

I expect long-term bank and corpo-
rate bond yields to hold in a tight
trading range this year and eventu-
ally ease, so any 7% or 8% coupon
catches my eye. And those rates beat
current yields on corresponding bank
bonds—for example, Citizens Finan-
cial 2.5% notes due in February 2030
and priced to yield 5.6% to maturity,
below the current yield on those
aforementioned new Series H pre-
ferreds from Citizens. Plus, although
you can buy the notes cheaply—85
cents per $1 of par value—the small
coupon puts the current yield below
3%. Much of the return gets deferred
until 2030’s return of principal and
resulting capital gain. Another advan-
tage of the bank preferred stocks is

that the payouts are tax-qualified
dividends. Banks’ bond interest is
ordinary taxable income.

Stay selective. I am not a blanket
advocate for all preferred shares.
Many are from unrated or junk-rated
finance or real estate companies
whose prospects are unknown or
questionable. A 13% preferred issue
last September from a fledgling hotel-
acquiring outfit called LuxUrban has
already lost 40% of its original value.
The firm’s common stock went from
$6 to 23 cents, and LuxUrban’s in-
come statement and balance sheet are
frightening. If you would not invest
in a company any other way, skip its
preferreds even if it has yet to default.
But there are plenty of preferreds
besides those of banks that look in-
vestable. I would consider utilities,
insurers and infrastructure compa-
nies, provided the earnings and
common stock are behaving. What
about the price? Some traders make
a career of fishing for preferreds at
$23 or $24 and selling them at $26.
Because interest rates and financial
markets are volatile and unpredict-
able and preferred prices are in-
efficient, this is possible. But if your
priority is income, I would not mind
paying $25 to $26, provided the
coupon is fat enough, you are not
seeking a fast gain and the qualified-
dividend tax break matters to you.
The trio of 2024 bank issues are
up from their $25 initial price. That

Preferred shares I would consider include
those of banks, utilities, insurers and
infrastructure companies.
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indicates the marketplace is starving
for merchandise, so their prices may
yet go higher. As a result, the yield

to first call date in 2029—the yield to
worst (YTW)—now lags the coupon.
The Citizens issue, at $26.40, has

a YTW of 6.1%, so wait for the ebb
and flow of trading to push the price
below $26 and its YTW above 6.5%.
Meanwhile, the M&T Series B
shares, at $25.70, yield 6.8% to worst,
and Bank of Hawaii Series B shares,
at $25.78, offer a 7.3% YTW.

That seems like a funny price di-
vergence among equal-rated and fa-
miliar issuers, but this corner of the
securities universe rarely moves in
lock step. In theory, this inefficiency
helps active fund managers such as
the team managing Flaherty & Crum-
rine Preferred Income (symbol PFD),
the leveraged and established closed-
end fund. It is enjoying a good year
and distributes 8%. The fund is one
of my favorites. But if you aspire to
lock up a known yield at a hefty spread
above cash or bonds, buying some
preferreds directly will work. @

Jeff Kosnett is editor of Kiplinger
Investing for Income. You can reach
him at Jeff Kosnett@futurenet.com.

PHOTO BY BOB CROSLIN



GROWTH BEATS
YIELD AT THIS FUND

KIPLINGER 25 UPDATE BY NELLIE S. HUANG

ONTEXT is everything. For more than a

year now, a handful of companies—some

of which don’t pay a dividend—have
fueled gains in the stock market, leaving funds
that don’t hold those companies behind. That
goes a long way to explain why T. Rowe Price
Dividend Growth has lagged the S&P 500 over
the past 12 months.

The fund owns Microsoft and Apple, but not
Nvidia, Alphabet or Meta Platforms, three of the
biggest gainers over the past year. “It’s been a
tough relative period for anyone who’s an income-
oriented investor,” says the fund’s manager, Tom
Huber. “But on an absolute basis, the fund has
done well.” Dividend Growth has gained 16.8%
over the past 12 months; the S&P 500, 24.6%.

Increasing dividends matter more than yield
at this fund. Huber favors large, competitively po-
sitioned firms that generate cash and have a goal
to increase payouts over time. The fund’s overall
average dividend growth rate, 9.8% over the past
12 months, exceeds that of the S&P 500, which
typically ranges between 5% and 7%, says Huber.

High interest rates have also been a hurdle for
this dividend-stock fund; investors can earn fatter
yields in money market funds. But rates are likely
to fall in the coming months, which may turn in-
vestor attention toward dividend stocks again,
says Huber.

Where the bargains are. Meanwhile, Huber

is nibbling in discounted sectors, including con-
sumer staples, energy and health care. Coca-Cola
is a “quality company,” he says, “that trades at a
price-earnings multiple you haven’t seen in a re-
ally long time.” And since the collapse of oil prices
during COVID, many energy firms, including
ConocoPhillips, yielding 2.8%, and ExxonMobil,
yielding 3.3%, have become smarter about how they
spend their extra cash. He’s also a fan of discount
retailer Dollar General, which is benefiting from
consumers seeking relief from higher prices.

Reach the author at Nellie. Huang@futurenet.com.
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KEY DATA FOR OUR MUTUAL FUND PICKS

Everything you need to know about our favorite actively managed, no-load
mutual funds.

Annualized

total return
U.S. Stock Funds Symbol 1yr. Syrs. 10yrs. Yield Exr';fi'::se
DF Dent Midcap Growth DFDMX 7.5% 6.1% 9.7% 0.0% 0.87%
Dodge & Cox Stock DODGX 19.0 13.0 10.6 1.4 0.51
Fidelity Blue Chip Growth  FBGRX 42.0 21.8 178 00 048
Heartland Mid Cap Value HRMDX 63 104 — 07 110
.Mairs&Powé.l.' C-.i‘ro.wth » .MPGFX.”2‘2.9 .13.9 ‘ 11.2 ) 0.8 0.64
T. Rowe Priée Dividend Growth PRDGX 16.8 119 117 1.0 0.64
T. Rowe Price Int US Sm-Cap Gr PRDSX 14.4 8.4 9.5 0.0 0.80
T. Rowe Price Small-Cap Value PRSVX 8.6 6.7 7.0 0.6 0.80
f’ﬁIMECAP 6dy§séy Grthh POGRX ‘18.3 ‘ 11.5 11.7‘“ 0.4 0.66”
Vanguard Equity-Income VEIPX 14.3 10.2 9.5 2.6 0.27

Annualized

total return

. —_— Expense
Foreign Funds Symbol 1yr. 5yrs. 10yrs. Yield ratio
Baron Emerging Markets BEXFX 8.2% 1.7% 2.0% 0.4% 1.37%
Brown Cap Mgmt Intl Sm Co BCSVX 5.7 6.5 - 0.0 1.31

Fidelity International Growth FIGFX 12.1 8.1 6.9 0.4 0.84
Janus Henderson Glbl Eq Inc HFQTX 10.7 6.4 4.1 3.6 0.98

Annualized
total return

- —_— Expense
Specialized Funds Symbol 1yr. Syrs. 10yrs. Yield ratio
Fidelity Select Health Care FSPHX 5.1% 8.7% 9.6% 0.0% 0.65%

T. Rowe Price Global Technology PRGTX 37.4 12.7 15.3 0.0 0.94
VWELX 15.0 8.7 8.1 2.5 0.26

Vanguard Wellington

Annualized

total return Expense
Bond Funds Symbol 1yr. S5yrs. 10yrs. Yield ratio
Baird Aggregate Bond BAGSX 3.5% 0.0% 1.5% 4.3% 0.55%
Dodge & Cox Income DODIX 4.5 1.4 23 4.7 0.41
Fidelity Interm Muni Income FLTMX 3.0 1.2 21 3.4 0.36
Fidelify Strategi”c I‘ncome FADMXH 8.0 2.8 - 5.3 0.66 .
T.Rowe Price FloatingRate ~ PRFRX 10.6 49 41 82 078
Vanguard EmergMarkets Bond VEMBX 11.0 3.6  — 69 055

Vanguard High-Yield Corporate VWEHX 9.3 3.4 40 6.5 0.22
Vanguard Short-Term Inv-Grade VFSTX 5.9 1.5 1.8 5.0 0.20

Annualized

total return
Indexes m Yield
S&P 500 INDEX 24.6%15.0% 12.9% 1.4%
RUSSELL 2000 INDEX* 10.1 6.9 7.0 1.4
MSCI EAFE INDEXT 11.5 6.5 4.3 3.0
MSCI EMERGINVG‘ M‘ARKETS INDEX ‘ 12.6 3.1 2.8 2.8

BLOOMBERG U.S. AGG BOND INDEX¥# 26 -0.2 13 5.0

AS OF JUNE 30, 2024. *Small-company U.S. stocks. TForeign stocks. #High-

grade U.S. bonds. —Fund not in existence for the entire period. SOURCES: Fund
companies, FTSE Russell, Morningstar Direct, MSCI, S&P Dow Jones Indices. Yields
listed for bond funds are SEC yields, which are net of fees; stock fund yields are the
yield for the past 12 months.
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I’m Still a Fan of Value Stocks

STREET SMART BY JAMES K. GLASSMAN

little over a year

ago, I wrote that

value stocks were

coming back.

After trailing

growth stocks
badly for more than a decade, value
beat growth in 2022 and appeared
in the ascendancy. But I jumped the
gun. Over the past 12 months, the
S&P 500 Value index performed
well, returning 15.3%, but the S&P
500 Growth index did far better,
gaining 32.5%. The Russell 1000
Value index, which is calculated in
a different way and includes midsize
stocks, lagged the Russell 1000
Growth index by even more, return-
ing 13.1% to Growth’s 33.5%. (Re-
turns and other data are as of June
30; securities I like are in bold.)

I am not giving up. Of course,
timing the market is impossible,
but value and growth move in cycles,
and there’s a good case that it is
finally value’s turn again.

Value stocks are those out of favor
with investors, as evidenced by lower
valuations. Usually, that means profit
growth may be consistent but far from
spectacular. S&P uses three metrics
for identifying value: lower ratios of
a stock’s price to its earnings (P/E),
book value (P/B) and sales (P/S). Rus-
sell pegs value stocks as having lower
current P/B ratios, as well as slower
book, earnings and sales growth over
the past five years and lagging sales
projections for the next two years.

Value led growth in the 1980s,
and growth dominated in the 1990s.
With the collapse of the tech bubble
in 2000, value gained the upper
hand for seven years, then passed
the torch back to growth. Over the
past decade, the S&P Growth index
beat the Value index by an average
of more than five points per year.
That’s a remarkable performance,
especially when you consider 2022:
The Growth index lost 29.4% and
the Value index dropped just 5.2%.

It’s all about tech. Large-capitaliza-
tion growth stocks have done well
lately for two big reasons: first, the
spectacular climb of technology
stocks, which represent 63% of the
assets of the S&P 500 Growth index
and just 13% of the Value index; and
second, low interest rates, which tend
to favor fast-growing companies that
take on debt to finance capital invest-
ments and research and development.

BofA Securities issued a report
in June that stated, “After two de-
cades of steady underperformance,
U.S. value may outperform growth
again.” The report referred to a semi-
nar 50 years ago called “Renaissance
of Value,” led by Benjamin Graham,
the polymath investment guru who
was Warren Buffett’s mentor. It is
time, wrote BofA analysts, for an-
other renaissance.

The impending rebirth of value,
they wrote, makes sense either in
the bull case (with the earnings of

Value and growth stocks tend to move
in cycles, and there’s a good case that
it is finally value’s turn again.
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value stocks in long-neglected sec-
tors playing catch-up) or in the bear
case (with tech revenues hurt by a
“hard landing” after the current
round of Federal Reserve rate hikes
and value stocks doing compara-
tively better than growth stocks fall-
ing from a greater height). Finally,
wrote the analysts, “the macro shift
from a 2% world to a 5% world’ [a
reference to market interest rates]
supports value stocks.” With higher
rates, value should outperform growth
by 5 percentage points annually, if
history is a guide.

I find this reasoning compelling,
and I have two other arguments for
value. The first is an instinct that it’s
time for a change. Growth has been
king for nearly two decades. That’s
enough. Trees don’t grow to the
moon. My second argument is far
more convincing,. It is that over the
longer term, value has beaten growth
handily, and there is no reason this
trend won’t continue.

Bargains are better. Why does value
beat growth? Because cheap beats
expensive. Investors often shun value
stocks because they get bored with
steady performance and need excite-
ment. They want to climb aboard the

PHOTO BY NOAH WILLMAN
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new, hot thing—not the old, tried-
and-true one. Value stocks thus get
“mispriced” on the low side, just as
growth stocks get bid up beyond
their true worth. The proof is in the
history. Over the past century, value
has beaten growth by an annual av-
erage of more than four percentage
points—a huge margin in the world
of investing. What’s more, although
investors usually get higher returns
for taking on more risk, in the case
of value stocks, the risk is actually
about 10% lower, based on standard
deviation, a measure of volatility.
Right now, there’s a chasm be-
tween value and growth valuations.
For example, S&P Dow Jones Indi-
ces reports that the average P/E,
based on analysts’ earnings projec-
tions, for the S&P 500 Value index
is 16.3; for the growth index, it’s
27.5. The average P/B ratio for value
is 2.7; for growth, it’s 9.6. The S&P
500 Value index has a dividend yield
of 2.3%; for growth, it’s 0.7%. (Higher
yields are an indicator of value.)
Because stocks often shift be-
tween value and growth categories,
the best way to invest in value is
through an exchange-traded fund
linked to an index. The best choices
are iShares S&P Value ETF (symbol
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The best way to invest is through index
exchange-traded funds, such as iShares
S&P Value and Vanguard S&P 500 Value.

IVE, $182) and Vanguard S&P 500
Value (VOOV, $176). For a portfolio
that includes smaller stocks and has
an even lower proportion of tech
shares, consider iShares Russell
1000 Value (IWD, $174) and Van-
guard Russell 1000 Value (VONY,
$77). All of these ETFs carry ex-
pense ratios of less than 0.2%.

In its recent deep dive on value,
BofA recommended three sectors
as especially attractive: utilities, en-
ergy and banks. I completely agree.
Utilities and energy have risen in
price but still have low valuations,
and they are primed for rising reve-
nues as demand for electricity in-
creases (in part because of the need
for powering artificial intelligence
computing and electric vehicles) and
there are roadblocks—many of them
political—to increasing supply.

You can buy utility stocks through
ETFs such as Utilities Select Sector
SPDR (XLU, $68) and Fidelity MSCI
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Utilities Index (FUTY, $44); energy
through Energy Select Sector SPDR
(XLE, $91) and Van Eck Oil Services
(OIH, $316); and banks through
Invesco KBW Bank (KBWB, $54)
and SPDR S&P Bank (KBE, $46).
You can also look for individual
stocks offering good value. There are
few greater pleasures in investing
than successfully backing a company
that “Mr. Market” ignores or even
hates. Here are some candidates:
ExxonMobil (XOM, $115), with a for-
ward P/E of 12 and a dividend yield
of 3.3%; JPMorgan Chase (JPM,
$202), with a P/E of 13 and a yield
of 2.3%; Deere (DE, $374), with a
P/E of 15 and a yield of 1.6%; and
Johnson & Johnson (JNJ, $146),
with a P/E of 14 and a yield of 3.4%.
All four of the stocks are compo-
nents of the S&P 500 Value index.
Just remember that value invest-
ing requires conviction and a long
time horizon. In his remarks at the
value renaissance seminar 50 years
ago, Benjamin Graham said it best:
“If you believe—as I have always
believed—that the value approach
is inherently sound, workable and
profitable, then devote yourself to
that principle. Stick to it, and don’t
be led astray by Wall Street’s fash-
ions, its illusions and its constant
chase after the fast dollar.” @

James K. Glassman chairs Glassman
Advisory, a public-affairs consulting
firm. He does not write about his cli-
ents. His most recent book is Safety
Net: The Strategy for De-Risking
Your Investments in a Time of Tur-
bulence. He owns none of the securi-
ties mentioned here. You can reach
him at JKGlassman@gmail.com.
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TUVO NOTABLE FUNDS REOPEN

MUTUAL FUND SPOTLIGHT BY KIM CLARK

OR the first time in

at least 15 years, new in-

vestors can buy shares in
two of Vanguard’s best-regarded
actively managed mutual funds.
In June, Vanguard fully reopened
Vanguard Primecap (symbol
VPMCX) and Vanguard Prime-
cap Core (VPCCX). Both funds
are run by Primecap Manage-
ment, described by Jeff DeMaso,
editor of The Independent Van-
guard Adviser newsletter, as,
“arguably, one of the best active
managers out there.”

Vanguard locked new inves-
tors out of Primecap in 2004
and out of Core in 2009, limiting
existing investors to adding no
more than $25,000 a year. The
funds’ strong performances had
attracted more money than the
managers felt they could put to

work in the long-term, value-
priced growth opportunities
they seek.

But in recent years, perfor-
mance—especially at Primecap—
has been lumpy. Investors have
withdrawn more than $38 bil-
lion from Primecap since 2019
(leaving it with assets of $76.1 bil-
lion), and nearly $5 billion from
Core (now with $13.2 billion).
And, says Ryan Barksdale, who
oversees Vanguard’s active stock
funds, “the market has evolved,”
creating new investment oppor-
tunities for additional cash. Both
funds require a minimum initial
investment of $3,000 for investor-
class shares.

Strong similarities. The two
funds hold many of the same
stocks. Both are tilted toward

health care and industrial firms,
and have benefited from a boom
in Eli Lilly, which makes up more
than 10% of each portfolio. Lilly
has returned 94% over the past
12 months.

Although it can invest in
stocks of any size, Primecap is
currently weighted slightly more
toward large companies. Charg-
ing an expense ratio of 0.38%, it
has returned 27.5% over the past
12 months, beating the 24.6% re-
turn of the S&P 500. The fund
gained 15.5% annualized over
the past 15 years, compared with
14.8% for the S&P 500. Core,
with expenses of 0.46%, has re-
turned 25.4% over the past year;
14.7% over the past 15 years. [

You can reach the author at
Kim.Clark@futurenet.com.
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20 LARGEST STOCK AND BOND MUTUAL FUNDS Funds are ranked by asset size.
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BEST BANK
FOR YOU

Whether you seek high yields, low fees, in-person services or
premium perks, you have strong options to choose from in our list
of the top banks and credit unions. sy ERIN BENDIG AND LISA GERSTNER

F you're on the hunt for assistance, or are you comfortable
for a better bank, you managing your accounts primarily
have a few aspects to online? Do you typically hold high
consider as you settle balances in your accounts—which
on one with the fea- opens the door to a host of extra ben-
tures that fit your efits, including fee waivers, at many
needs. Would you like institutions—or would you rather

to walk into a branch find a checking account that’s free
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regardless of how much money is

in it? Is it important to keep your
checking and savings accounts all
under one roof (wWhether it’s brick-
and-mortar or virtual), or are you
willing to spread your deposits
across multiple institutions to maxi-
mize the yields and other benefits
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you get with different accounts?
Whatever your priorities, you
should be able to find institutions
that suit you in our ranking of the
best banks and credit unions. With
the help of Curinos, a financial-data
provider, we studied accounts at 40
financial institutions, judging them
based on criteria including fees, min-
imum balance requirements, yields
and the availability of additional
perks, such as financial planning
services or identity theft protection.
We’ve named the three institutions

(listed in alphabetical order) that
stood out most in each of three
categories: national banks, internet
banks and credit unions. We also
highlighted two institutions that
are an especially good fit for each
of three profiles: high-net-worth
clients, retirees and travelers.

Even if you're not looking for a new
primary banking relationship, you
may find some ideas here. For exam-
ple, given the likelihood that the Fed-
eral Reserve will start cutting short-
term interest rates soon, you may
want to lock in a high yield on a cer-
tificate of deposit—and we’ve listed
CDs here that recently offered rates
as high as about 5% for some maturi-
ties. If you have a child or teen at
home, consider some of the youth-
oriented accounts mentioned below.

Interest rates changes frequently,
so before you commit to any of these
accounts, check the current yield.
Yields and other terms listed here
are as of June 30.

- BEST NATIONAL BANKS
These large banks have branch
networks that stretch across many
states, and they offer a full range
of accounts and services, including
wealth and investment manage-
ment. One of them has a free,
no-strings checking account—an
uncommon feature at big banks.

BMO Bank

www.bmo.com

Why it won: BMO scored highly for
both its checking accounts and
money market account.

Standout accounts: BMO’s Smart
Advantage Checking account is free.
Relationship Checking offers numer-
ous high-value benefits for custom-
ers who can meet the minimum bal-
ance requirements.

Where it is: More than 1,000
branches across two dozen states,
with many locations in the Midwest
as well as the western U.S. (Rates and
terms are for customers in Chicago.)

BMO completed its acquisition of
Bank of the West last year, doubling
its branch footprint. Smart Advan-
tage Checking, BMO’s most popular
checking account, has a minimum
opening deposit of just $25 and no
monthly fee. Smart Money Checking
also has a minimum opening deposit
of $25 but charges a $5 monthly fee.
However, the account has no over-
draft fees, and the monthly fee is
waived if you're younger than 25.

Relationship Checking charges
a $25 monthly fee, but you can avoid
it by maintaining a minimum daily
balance of $10,000. With this ac-
count, you'll be placed in one of four
relationship packages—Silver, Gold,
Platinum or Premier—based on your
total balance across eligible BMO
deposit and investment accounts.
The more you hold in your accounts,
the more benefits youll earn. Silver
tier benefits, which apply to account
holders with quarterly combined
balances of less than $25,000, in-
clude a $25 monthly reimbursement
for out-of-network ATM fees. Plus,
if you have a BMO credit card, a $10
bonus is deposited into your check-
ing account each quarter that your
net credit card purchases are $3,500
or greater. Individuals with balances
of $250,000 or more earn Premier
tier benefits, which include a rebate
of up to $90 per month on wire-
transfer fees, one overdraft-fee re-
bate per month and a $75 quarterly
credit card spending bonus.

For the first year that you have
the no-fee Savings Builder account
(0.01% yield), you'll receive an extra
$5 each month that you save $200
or more. The Relationship Plus
Money Market account yields 1%
and charges a $10 monthly fee,
which you can bypass by maintain-
ing a minimum daily balance of
$5,000. BMO’s CD Specials recently
included certificates with rates
ranging from 4.3% to 4.9%, depend-
ing on the maturity ($1,000 mini-
mum deposit).
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PNC

www.pnc.com

Why it won: PNC’s Virtual Wallet
account packages help customers
manage their money wisely.
Standout accounts: Avoiding the
monthly fee isn’t too arduous with
the basic Virtual Wallet checking
package. Promotional CDs boast high
yields on some shorter maturities.
Where it is: About 2,300 branches
in 28 states—spread mostly through
the eastern half of the U.S. and the
Sun Belt—and Washington, D.C.
(Terms and rates are for customers
in Pittsburgh.)

PNC’s Virtual Wallet program comes
with a Spend checking account for
everyday transactions, a Reserve
checking account to set aside funds
for short-term goals and a Growth
savings account for longer-term
goals. The basic Virtual Wallet pack-
age waives its $7 monthly fee if you
have a monthly direct deposit of at
least $500 into Spend or a combined
$500 minimum balance in Spend
and Reserve, or if you're 62 or older.

Virtual Wallet With Performance
Spend and Virtual Wallet With
Performance Select require higher
direct deposits or balances to skip
the monthly fee, but they have more
perks. With Performance Select,
for example, you get up to $10 in
monthly reimbursement for out-of-
network ATM surcharges as well
as free standard checks, cashier’s
checks and incoming domestic wire
transfers.

Recently, a PNC promotional CD
yielded 5.15% with a four-month ma-
turity, or 4.25% with a seven-month
maturity ($1,000 minimum deposit).
Interest rates on PNC’s other savings
options often depend on which ac-
count package you have, your bal-
ance and whether you meet certain
activity requirements. The Premiere
Money Market account yields as
much as 1% for eligible Performance
Select customers.
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TD Bank

www.td.com

Why it won: A long-standing honoree
in our rankings, TD Bank offers ac-
counts with reasonable require-
ments to waive the monthly fee and
plenty of added features to benefit
customers.

Standout account: TD Complete
Checking account holders have sev-
eral options to avoid the monthly fee;
one is maintaining a daily balance

of $500.

Where it is: More than 1,100 loca-
tions in 15 states across the East
Coast, as well as Washington, D.C.
(Rates and terms are for customers
in Delaware.)

TD’s Complete Checking is a popular
option for everyday banking, offer-
ing a few ways to avoid the $15
monthly maintenance fee: Maintain
a daily balance of at least $500, have
$500 or more in direct deposits
within a statement cycle, or have a
$5,000 minimum daily combined
balance across all of your TD de-
posit accounts. The account is also
free for those between the ages

of 17 and 23, and the bank doesn’t

charge them a fee if they use out-
of-network ATMs.

Beyond Checking offers more ben-
efits, including refunds of the first
two overdraft fees incurred in a
year, reimbursement for out-of-net-
work ATM fees if you maintain a
daily minimum balance of $2,500,
and free money orders and cashier’s
checks. You can avoid the account’s
$25 monthly fee by having a mini-
mum of $5,000 in direct deposits
within a statement cycle, maintain-
ing a minimum daily balance of
$2,500, or having a $25,000 mini-
mum daily combined balance across
all TD deposit accounts, outstanding
home equity loan and home equity
line of credit accounts, and mort-
gages in good standing,.

You won’t pay the $5 monthly fee
for a Simple Savings account, which
earns a 0.02% yield, if you maintain
aminimum balance of $300 or are
18 or younger or 62 or older. The Sig-
nature Savings account offers a yield
of up to 4% on balances of $100,000.
Account holders who maintain a
$10,000 minimum daily balance or
link an eligible TD checking account
can avoid the $15 monthly fee.

GETTY IMAGES



COURTESY OF ALLY BANK

Money

— BEST INTERNET BANKS
These banks provide services online.
They don’t contend with the costs
that come with operating branches,
so their accounts generally have
lower fees and higher yields than
those from brick-and-mortar banks.

Ally Bank

www.ally.com

Why it won: Accounts from Ally Bank
have solid yields and no monthly
maintenance or overdraft fees.
Standout accounts: Ally’s money
market and savings accounts offer

a competitive 4.2% vyield.

Ally Bank’s checking account, which
it calls the Spending Account, lets
customers earn interest on their
cash while avoiding many fees com-
monly associated with checking
accounts, including monthly mainte-
nance fees and overdraft fees. How
much interest your account earns
depends on your balance. Balances
of less than $15,000 yield 0.1%, while
balances of $15,000 or more yield
0.25%. Plus, standard checks and in-
coming wire transfers are fee-free.
Both the Money Market Account
(which comes with a debit card and
checks) and Savings Account offer
a competitive 4.2% yield on all bal-
ances. They have no monthly mainte-
nance fees or minimum balance re-
quirements, and they don’t charge
fees for overdrafts or incoming wire
transfers. An extra benefit that
comes with the savings account
is the savings buckets tool, which
lets account holders organize their
savings goals into customizable cate-
gories (say, one bucket for a rainy-
day fund and another for a vacation).
With a separate feature, you can have
Ally monitor your checking account
for transactions to round up to the
nearest dollar; when you accrue at
least $5 in round-ups, Ally transfers
the money to your savings account.
Ally’s High Yield CDs have no
minimum deposit requirement, and

rates include 4.5% for a one-year CD,
4% for a three-year CD and 3.9% for
a five-year CD.

Axos Bank

www.axosbank.com

Why it won: Axos offers a wide
range of specialized checking ac-
counts with great benefits and no
monthly fees, including accounts for
teenagers and seniors, a cash-back
account, and a high-yield option.
Standout accounts: Earn up to 1%
back on debit card purchases with
CashBack Checking. With Rewards
Checking, account holders who meet
certain criteria can earn up to 3.3%
interest.

Axos offers several checking accounts
that charge no monthly fee, including
the basic Essential Checking, which
is completely fee-free. CashBack
Checking provides 1% back (earnings
are capped at $2,000 per month) on
debit card purchases that you verify
with your signature rather than en-
tering your PIN, as long as you main-
tain a $1,500 minimum average daily
balance. If your balance is less than
$1,500, you earn just 0.5%.

With Rewards Checking, account
holders can earn up to 3.3% on de-

posits, depending on which of five
requirements they meet: Receiving
monthly direct deposits of at least
$1,500 (0.4%); using your Axos debit
card 10 times per month or activat-
ing Axos’s online Personal Finance
Manager tool (0.3%); maintaining an
average daily balance of $2,500 per
month in an Axos Invest Managed
Portfolios Account (0.99%) as well as
an Axos Invest Self Directed Trading
Account (0.99%); and using your ac-
count to make your monthly Axos
Bank consumer loan payment (0.6%).

All three of the above-mentioned
accounts provide unlimited re-
imbursement of out-of-network
ATM fees.

Golden Checking—available to
adults 55 and older—has no fees, pro-
vides free personal checks and offers
a 0.1% yield on all balances. The free
First Checking and First Savings
accounts are designed to introduce
teenagers to personal finance, allow-
ing parents to manage their teen’s
account from their phone.

Earn up to 0.61% with a High
Yield Savings account and up to
0.25% with a High Yield Money
Market account from Axos. Both
accounts have no minimum balance
requirements or monthly fees.
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EverBank

www.everbank.com

Why it won: EverBank received high
scores for its checking, money mar-
ket and savings accounts, all of which
offer decent yields.

Standout accounts: Performance
Savings offers a competitive yield of
5.05%, with no minimum balance re-
quired. The Performance Money Mar-
ket account yields 4.05%.

In 2023, TIAA Bank transitioned to
new ownership and rebranded as
EverBank, the name the bank used
before TIAA’s takeover in 2017. Ever-
Bank’s Performance Checking re-
cently had a 0.4% yield, and it has no
monthly fee or minimum balance re-
quirement (but the opening deposit
must be at least $100). The free Per-
formance Money Market account
offers a 4.05% rate. Both accounts
reimburse up to $15 in out-of-net-
work ATM fees each month—or,
with a balance of at least $5,000, you
get unlimited ATM fee rebates.
Other accounts include Everbank
Checking, which has a low minimum
opening requirement of just $25, plus
zero monthly account fees. Perfor-
mance Savings offers a competitive,
5.05% yield on all balances, and it
charges no monthly service fees.
You can open a Performance CD with
aminimum deposit of $1,000, and
rates include 3.9% for a five-year ma-
turity, 4.1% for three years, 4.8% for
one year and 5.05% for nine months.

— BEST CREDIT UNIONS

Credit unions are nonprofit institu-
tions that are owned by their mem-
bers. For that reason, credit unions
often keep fees to a minimum and
offer decent yields on their ac-
counts. The institutions here offer
membership to customers any-
where in the U.S. If you don’t qual-
ify for membership based on geo-
graphic or employer affiliations,
use the method listed in the “How
to join” section.
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Alliant Credit Union
www.alliantcreditunion.org

Why it won: Alliant offers a variety of
accounts with easy-to-meet eligibil-
ity requirements, decent yields and
minimal fees.

Standout accounts: You need to meet
only two simple requirements to earn
a 0.25% yield with an Alliant High-
Rate Checking account. One-year
CDs yield 5.15% ($1,000 minimum).
Where it is: Alliant operates online.
How to join: Join the Alliant Credit
Union Foundation; Alliant will make
aone-time, $5 contribution to the
foundation on your behalf.

Alliant High-Rate Checking offers a
0.25% yield for account holders who
meet two requirements each month:
Forgoing paper statements in favor of
free digital ones instead, and having
at least one electronic deposit to your
account each month. Plus, the account
has no minimum balance require-
ments, monthly fees or overdraft fees,
and you get reimbursement of up to
$20 a month for out-of-network ATM
fees. Designed for members between
13 to 17 years old, Alliant’s Teen
Checking account also offers a yield
of 0.25% with the same eligibility
requirements and ATM fee rebates.
The High-Rate Savings and Kids
Savings accounts both offer a yield
of 3.1% with a low average daily bal-
ance requirement of just $100, plus
no monthly fee if you choose to re-
ceive statements digitally. The Kids
Savings account is open to children
age 12 and younger, and a parent,
grandparent or guardian can be a
joint owner of the account. CD rates
across the board are solid, ranging
from 4% for a five-year CD to as
much as 5.15% for a one-year CD.

Bellco Credit Union
www.bellco.org

Why it won: Bellco earned high
scores in our rankings for its check-
ing accounts and CDs.

Standout accounts: Account holders

who carry high balances can benefit
from the Platinum Checking account’s
numerous benefits. Bellco’s CDs
require a reasonable $500 minimum
deposit, and they recently yielded
as much as 4.75%.

Where it is: About 30 branches in
Colorado, with many in the Denver
area.

How to join: Become a member of
the Bellco Foundation with a mini-
mum donation of $5.

The free Boost Interest Checking
account offers a 4.5% yield on bal-
ances of up to $25,000 if you meet
monthly requirements of making 15
debit card purchases, having at least
one direct deposit, and logging into
online or mobile banking. Other op-
tions include the basic Free Checking
account and Student Checking ac-
count for individuals age 13 to 24,
with no monthly maintenance fees,
hidden fees or minimum balance re-
quirements. Plus, one insufficient
funds fee is waived per year, and
account holders receive access to
free online financial tutorials.

The Platinum Checking account is
a strong option for those who carry
high balances and want added bene-
fits. Account holders with a com-
bined balance of at least $15,000 in
Bellco deposits and loans can avoid
the account’s $12 monthly fee. Fees
are also waived on money orders,
wire transfers and cashier’s checks.

You can open a CD with as little
as $500. Top rates include 4.25% for
a three-year CD, 4.5% for one- and
two-year CDs, and 4.75% for a six-
month CD. The Premier Money
Market account yields 4% on bal-
ances of $50,000 or more. If your
balance drops below $10,000, you’ll
be charged a $10 low-balance fee,
assessed monthly.

Connexus Credit Union
www.connexuscu.org

Why it won: None of Connexus’s
checking accounts charge monthly
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service fees, and many offer com-
petitive rates and premium benefits.
Standout accounts: With Connexus
Xtraordinary Checking, account
holders earn 1.75% on balances of
up to $25,000 as long as they meet
certain requirements. The Teen
Checking account yields 2% on
balances up to $1,000.

Where it is: More than a dozen
branches located across Minnesota,
Wisconsin and Illinois.

How to join: Make a one-time, $5 do-
nation to the Connexus Association.

By opting for digital statements and
making at least 15 monthly debit card
purchases or spending $400 on your
debit card each month, you'll qualify
for a yield of 1.75% on balances of up
to $25,000 with the Xtraordinary
Checking account. The account also
provides a rebate of $25 a month for
out-of-network ATM fees and has no
monthly service fees. Other options
include the basic Simply Free check-
ing account, as well as the Teen
Checking account for members who
are age 10 to 17, which offers a 2%
yield on balances of $1,000 or less.
Connexus’s Money Market Ac-
count offers a yield of up to 3.91%,
depending on the balance. For ex-
ample, account holders earn 2.41%
for balances between $20,000 and
$99,999 and 2.66% for balances
between $100,000 and $249,999.
CDs require a minimum deposit
of $5,000 and offer decent yields:
4.91% on one-year CDs, 4.11% on
three-year CDs and 3.41% on five-
year CDs.

- BEST FOR HIGH-NET-
WORTH CLIENTS

These banks go out of their way
to make sure that customers who
keep large account balances get
top-tier treatment.

Citibank

www.citi.com
Why it won: Citi’s relationship bank-
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ing packages layer on unique perks.
Standout account: The Citigold pro-
gram comes with financial planning,
fee waivers, special access to events
and more.

Where it is: More than 650 U.S.
branches, with many in the Chicago,
Los Angeles, New York City, Miami,
San Francisco and Washington, D.C.,
metro areas.

Thanks to its Citigold banking pack-
age, Citibank is a perennial winner
in our ranking of banks for high-net-
worth customers. Those who main-
tain at least $200,000 in Citi deposit,
retirement and investment accounts
qualify, and they enjoy a bevy of
extra benefits. You can work with a
team of representatives who provide
financial planning and investment
guidance. Plus, get complimentary
or discounted admission to certain
museums and cultural institutions,
such as the New York Botanical Gar-
den and Museum of Modern Art, as
well as access to special events, such
as private dinners with renowned
chefs. Citigold lounges—which are
in a handful of cities around the U.S.
as well as a few international loca-

tions—offer customers free Wi-Fi
and refreshments. Each year, get up
to $200 in reimbursement for cer-
tain subscriptions and memberships,
including Amazon Prime, Costco
Wholesale, Hulu, Spotify Premium,
TSA Precheck and Global Entry.

When it comes to everyday bank-
ing, Citigold customers can take ad-
vantage of numerous fee breaks: You
pay no monthly service fee on your
checking account and no extra
charges for online wire transfers,
standard checks, cashier’s checks,
money orders, stop payments and
foreign transactions using your debit
card. And Citi reimburses all out-of-
network ATM fees worldwide.

If you have $1 million or more in
qualifying accounts, you're eligible
for Citigold Private Client, which
offers enhanced benefits, including
a $400 annual subscription re-
imbursement and advanced wealth-
planning services.

Citizens Bank
www.citizenshank.com

Why it won: The premium checking
accounts from Citizens offer plenty of
freebies and other compelling rewards.
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Standout account: Private Client
Checking provides elevated benefits,
including a dedicated team of wealth
management professionals.

Where it is: About 1,100 branches
in 14 states in New England, the Mid
Atlantic and the Midwest. (Terms
and rates are for customers in Rhode
Island.)

Customers who use Quest Checking
can take advantage of free personal
checks, cashier’s checks, money
orders, wire transfers and stop pay-
ments. Plus, you pay no foreign-
transaction fees when you use your
debit card overseas. You also get
higher interest rates on savings ac-
counts and money market accounts,
as well as discounted fees on mort-
gages and other loans. If you have at
least $5,000 in total monthly depos-
its into your checking account or
keep at least $25,000 in combined
deposit and investment balances
with Citizens, you skip the account’s
$25 monthly fee.

Those who keep $200,000 or
more in deposit and investment bal-
ances can upgrade to Private Client
Checking, which provides additional
perks, such as a dedicated team of
advisers from Citizens Wealth Man-
agement and up to $10 reimbursed
monthly for the fees that out-of-
network ATM operators charge
for using their machines.

- BEST FOR RETIREES
Whether you favor in-person ser-
vices, minimal fees or high yields,
one of these institutions should
suit you.

Chase

www.chase.com

Why it won: Chase has a wide-
spread network of branches—a plus
for retirees who prefer face-to-face
assistance—and several accounts

to choose from.

Standout accounts: Sapphire Check-
ing and Total Checking are both good

options, depending on how large a
balance you maintain.

Where it is: More than 4,700 branches
in all of the lower 48 states and Wash-
ington, D.C. (Rates and terms are for
customers in Columbus, Ohio.)

Chase’s basic Total Checking account
requires a reasonable minimum of
$500 in monthly electronic deposits
to avoid the $12 monthly fee (or by-
pass the fee by keeping a minimum
balance of $1,500 in checking or

Lake Michigan Credit Union
www.lmcu.org

Why it won: This credit union offers
a range of checking accounts—
including one dedicated to seniors—
as well as attractive savings options.
Standout accounts: Advantage 50
Checking has benefits tailored to
those 50 and older, and LMCU’s
CDs come with enticing yields.
Where it is: Dozens of branches

in Michigan and Florida.

How to join: If you live outside of

$5,000 combined in Chase deposit
and investment accounts). Those who
maintain at least $75,000 in deposit
and investment accounts can avoid
the $25 monthly fee on Sapphire
Checking, one of the highest-scoring
checking accounts in our rankings.
Sapphire customers get free standard
checks, cashier’s checks, money or-
ders, stop payments, and incoming
and outgoing wire transfers. You
also get reimbursement of out-of-
network ATM surcharges and pay
no monthly fee on linked Chase
personal savings accounts.
Although yields on savings ac-
counts were recently unremarkable,
customers with a linked personal
Chase checking account could get
a4.25% yield on a CD with a nine-
month maturity ($1,000 minimum).

Michigan or Florida, join by donating
$5 to the ALS Association.

The Advantage 50 Checking account
is designed for those 50 and older.

It has no monthly fee or minimum
balance requirement, provides two
free boxes of standard checks per
year, and offers a 0.25% yield. For

a higher yield, look to the no-fee,
no-minimum Max Checking account,
which pays a 3% rate on balances

up to $15,000 and reimburses up to
$10 monthly in out-of-network ATM
fees if you meet monthly require-
ments of having a direct deposit,
making 10 or more purchases with
your LMCU debit or credit card,
logging into online or mobile banking
at least four times, and opting for
electronic statements.
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CDs ($500 minimum balance) re-
cently yielded 5.05% for a six-month
maturity, 4.15% for maturities of
three to 11 months, and 4% for ma-
turities of 12 to 18 months, among
other options. The no-fee Max
Money Market account yields up
to 4.05%, depending on the balance.

- BEST FOR TRAVELERS

If you travel frequently, you’ll ben-
efit from features such as fee-free
ATM access and waived currency-
conversion charges. And even if
you’re not on the road much, the
checking accounts from these
banks are outstanding choices.

Capital One

www.capitalone.com

Why it won: Capital One goes light
on fees with its online 360 accounts,
and its nationwide cafés provide trav-
elers a place to relax.

Standout account: 360 Checking
customers can access more than
70,000 ATMs fee-free, and you pay
no foreign-transaction fee when you
use the debit card overseas.

Where it is: The accounts listed here
are internet-based, but Capital One
has more than 250 branches in a
handful of eastern and southern
states and Washington, D.C.

Capital One’s 360 Checking account
has no monthly fee or minimum bal-
ance requirement, and the debit card
imposes no foreign-transaction fees
for purchases or ATM withdrawals
abroad. Capital One also provides free
access to more than 70,000 ATMs,
including the bank’s own machines
as well as those in the Allpoint and
MoneyPass networks. If you with-
draw money from an out-of-network
machine, Capital One charges you no
fee, but you'll likely pay a surcharge
to the ATM operator. If youwd like

to earn a high yield on extra cash,
check out the no-fee 360 Performance
Savings account, yielding 4.25%, and
the one-year CD, with a 5% yield
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(no minimum deposit required).
Capital One has a robust mobile
app that you can use to manage your
accounts and make transfers on the
go. Plus, along with standard branch

locations, the bank operates more
than 50 cafés in cities across the
country. Capital One Cafés serve

up food and drinks (you get a 50%
discount on handcrafted beverages,
such as coffee and tea, if you pay for
them with your Capital One debit or
credit card), as well as provide work-
spaces and free Wi-Fi.

Charles Schwab Bank
www.schwab.com/bank

Why it won: Schwab waives the
surcharges that most other banks
impose on international travelers.
Standout account: Users of Schwab’s
Investor Checking account pay no ATM
fees or currency-conversion fees.

Globetrotters will find Charles
Schwab’s Investor Checking account
hard to beat. It offers unlimited re-
imbursement of out-of-network fees
for ATM withdrawals worldwide, and
travelers pay no foreign-transaction
fees when they use their debit card for
ATM withdrawals or purchases. The
account is free of monthly mainte-
nance fees, overdraft fees and mini-
mum balance requirements, and you
get complimentary standard paper
checks, too. The debit card comes
with travel accident insurance as
well as travel and emergency assis-
tance services, such as referrals

to English-speaking doctors if you
become ill while abroad.

You must link your Investor
Checking account to a Schwab One
brokerage account, which has no
minimum balance requirement, and
you can transfer money instantly be-
tween the accounts. With Schwab’s
mobile app, you can move money and
check account balances. @

For questions or comments, send an
e-mail to feedback@kiplinger.com.

How We Chose
the Top Financial
Institutions

With data from Curinos, a
financial-data provider, as
well as from financial insti-
tutions and other sources,
we evaluated 13 national
banks, 14 internet banks
(including online accounts
from brokerage firms) and
13 credit unions. We re-
viewed checking accounts,
savings accounts, money
market deposit accounts
and certificates of deposit
from each institution. We
looked at interest rates; min-
imum deposit and balance
requirements; monthly
maintenance fees and the
ease of waiving those fees;
ATM benefits, such as
waived or reimbursed fees
for out-of-network with-
drawals; free or discounted
benefits, such as personal
checks, cashier’s checks,
paper statements and over-
draft-protection transfers;
overdraft fees and conces-
sions, such as cushions; and
online and mobile banking
features, such as the avail-
ability of peer-to-peer pay-
ment services. Yields and
other data are as of June 30.

SOURCE: Curinos LLC. Data is
obtained from public sources;
accuracy and completeness is not
guaranteed. Curinos is not liable
for reliance on the data.
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Are You Financially Savvy?

MONEY SMART WOMEN BY JANET BODNAR

NNAMARIA

Lusardi is senior

fellow at the Stan-

ford Institute for

Economic Policy

Research and
coauthor, with Tim Kaiser, of the
new study “Financial Literacy and
Financial Education: An Overview.”
1 spoke with her about the results
of her study.

First off, how do you measure finan-
cial literacy? More than 20 years
ago, we developed what we call the
Big Three, a trio of multiple-choice
questions to measure understanding
of the ABCs of personal finance:
compound interest, inflation and
risk diversification. Since then, we
have added these questions to almost
every survey of consumer finances
and other global surveys in countries
around the world. The results in most
countries are strikingly similar: very
low levels of financial literacy that
have not improved a lot over time.

Does your research show a differ-
ence between men and women?
We find a persistent and large gen-
der gap in almost every country.
Women answer fewer questions
correctly, and they are more likely
to choose the “I don’t know” re-
sponse. To test this, we have asked
the questions again but without the
“I don’t know” option. When forced
to answer the questions, women
tend to be right, but they’re not con-
fident of their answers. We estimate

that lack of confidence accounts for
about one-third of the gender gap.
This can make women too reluctant
to take steps that can grow their
wealth, especially in a high-inflation
environment—for example, by in-
vesting in the stock market.

Are there differences between

age groups? Financial literacy is
particularly low among the young.
That makes sense because they
don’t have experience in the real
world and don’t generally learn
about finance in school. Early stud-
ies showed that financial knowledge
tended to increase with age up to

a point and then turn down. But in
more recent studies, we don’t see
financial knowledge going down
with age. One reason may be that
one topic we measure is inflation,
and older generations have had more
experience with higher inflation.

What do your results mean for
financial well-being? Financial
literacy is as important as reading
and writing in our society, when
you have to deal with making a bud-
get, managing debt, planning for
the future, saving for retirement.
Building wealth doesn’t depend on
income or luck alone. Financial liter-
acy plays a role, too, and it’s not mi-
nor. For example, we estimate that
30% to 40% of the wealth gap at re-
tirement could be closed if people
had the knowledge and skills to in-
vest in the stock market and earn
higher returns.

There’s a knowledge gap between women
and men, and between young and old.

What’s the solution? Adding finan-
cial education in schools levels the
playing field. Earlier studies didn’t
find evidence that financial educa-
tion works, which led to a lot of dis-
appointment. But those studies were
looking at very minor interventions—
for example, giving people a brochure.
When financial literacy is so low, you
can’t address it by one brochure or
one lecture. You need a full, robust
course. More-recent mandates for
financial education in high schools
have improved financial literacy
scores and behaviors. Instead of class-
room settings, programs for adults
work better when they are tailored
to target groups, are relevant to life
situations and use digital delivery.

How early can you start? As soon as
the tooth fairy comes. In every inter-
view I do with adults who have been
successful in personal finance, they
tell me about experiences they had
when they were young. Giving a child
a piggy bank can be quite helpful. @

Janet Bodnar is editor at large
of Kiplinger Personal Finance.
Contact her at Janet.Bodnar@
futurenet.com.
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FINANCIAL PROS SHARE THEIR BOOK PICKS

KIPLINGER ADVISOR COLLECTIVE

good book can be

life-changing for

its readers, and

that’s as true in

personal finance

as any other
genre. Plenty of experts have written
about their philosophies on manag-
ing money and achieving financial
freedom, so you have a lot of options
to sift through. To help you narrow
it down, seven financial profession-
als from the Kiplinger Advisor Col-
lective share their top picks among
financial books.

e GEORGE S. CLASON
, * The THE
MILLONAIRE  'MAN N
e Npx7 ~ BABYLON
== DooR i

Someone recommended The Million-
aire Next Door, by Thomas J. Stanley
and William D. Danko, to me when

I was 15, and it left an indelible mark.
The book is an excellent entryway
into personal finance concepts such
as compound interest, living within
your means, and the benefits of
investing early and often. Though

I was raised in a blue-collar town,
this book made me feel that achiev-
ing millionaire status was attainable.
Dennis McNamara, cofounder of
wHealth Advisors

The Richest Man in Babylon, by
George S. Clason, has inspired me
tremendously. The book, which was
first published in 1926, covers finan-
cial principles that are still practical
in today’s world, helping readers
reach financial security and pros-
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perity. It also offers lessons that you
can use in the workplace. Amrita
Choudhary, accounting manager
at Wasabi Technologies

1 enjoyed reading Your Money Vehicle:
How to Begin Driving to Financial
Freedom, by Jedidiah Collins, a for-
mer NFL player who’s now a certified
financial planner. Jedidiah’s com-
pany, Money Vehicle, has developed
a personal finance curriculum for
high school students, and the book
was inspired by lessons from it. High
schools in more than 20 U.S. states

necessarily about finance, but you
can apply the attitude and mentality
that it embraces to money decisions.
Bob Chitrathorn, vice president

of wealth planning for Simplified
Wealth Management

I read Think and Grow Rich, by
Napoleon Hill, in high school. It
says that if you really want some-
thing, you should create a plan to
make it happen, imagine yourself
achieving it and team up with those
who share your goals. It’s all about
believing in yourself, working hard

# INEW YORK TIMER SESTEELLER

DON'T SWEAT
THE SMALL STUFF...

and it's all small stuff

MAKEOVER

have now implemented the Money
Vehicle program. Justin Donald,
founder of The Lifestyle Investor

I recommend The Total Money
Makeover, by Dave Ramsey. This
book offers a straightforward, ac-
tionable plan for transforming your
financial situation by helping you
eliminate your debt and better man-
age your money. Ramsey’s emphasis
on behavior change over complex
financial strategies resonates with
readers seeking a practical road
map to financial freedom. Stephen
Nalley, founder and CEO of Black
Briar Advisors

Don’t Sweat the Small Stuff ... and It’s
All Small Stuff, by Richard Carlson,
is a great book. It teaches you to fo-
cus on what really matters. It’s not

>%

RICHARD CARLSON, PH.B

B T .

and not giving up. Dennis Futch,
president of The Tax Shop

Robert Kiyosaki’s books, including
Rich Dad Poor Dad, have helped a lot
of people. I like Kiyosaki’s advice to
acquire income-generating assets.
Zain Jaffer, CEO and founder of Zain
Ventures@d

The Kiplinger Advisor Collective is
a professional organization for per-
sonal finance advisers, managers
and executives.

N
For more
information on
the Kiplinger
Advisor
Collective, scan
the QR code.
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Write a Fraud-
Proof Check

BY ELLA VINCENT

T may seem as though check-writing is be-

coming a lost art, but it remains a popular

way to send money. A recent study from
Abrigo, which makes fraud-prevention software,
found that 61% of Americans still write checks.
If you’re among them, take precautions to avoid
fraud and theft.

First, make sure to fill out all the required fields.
If possible, use a gel pen; gel ink is more difficult
for criminals to “wash” off of a check (so that they
can rewrite it to themselves) than ink from a ball-
point pen. If a blank space appears to the right
of the dollar amount you’ve written, draw a line
through the space to help prevent crooks from
altering or adding to the amount. Roxann Cooke,
senior director of consumer banking at Chase,
recommends that you never make a check payable
to “cash,” which could allow anyone to deposit it.
Instead, write the intended recipient’s name.

Avoid sharing
RATE UPDATES too much of your
For the latest savings personal informa-
yields and loan rates, visit  tion on a check.
kiplinger.com/links/rates.  Don’t include your
For top rewards cards, go driver’s license
to kiplinger.com/kpf/ number, Social
rewardscards. Security number
or anything else
that a thief could use to steal your identity.

Snail-mail safety. If you're sending a check
through the mail, put it in a security envelope,
which has a crosshatch pattern on the interior
to mask the envelope’s contents. Or, if you use a
standard envelope, wrap the check in a piece of
paper before you place it inside.

Cooke suggests taking your check to a post
office to mail it rather than putting it in your
home mailbox, where a thief may be able to inter-
cept it more easily. For extra protection—say, for
a large payment—you can send the check by certi-
fied mail, which requires the recipient to provide
a signature upon delivery. @

Reach the author at Ella.Vincent@futurenet.com.

TOP-YIELDING SAVINGS

30-day
yieldasof Minimum

Taxable Money Market June 25 investment Website
Gabelli U.S. Treasury MMF (GABXX) 5.40% $10,000 gabelli.com
DWS Govt & Agency MF (DTGXX)*  5.36 1,000 fundsus.dws.com
AB Govt Money Market (AEYXX)* 5.32 2,500 alliancebernstein.com
Payden Cash Reserves
MMF (PBHXX)* 5.27 5,000 payden.com

30-day Taxeq.yield
Tax-Free Money Market yieldasof 24%/35%  Minimum
Mutual Funds June 24 bracket  investment Website

BNY Mellon Ntl Muni (_MQMXX)

Schwab AMT Tax-Free
MF (SCTXX)*

Fidelity Municipal MMF (FTEXX)* 3.17
DreyfusNtlIV_IuniMMF(G_TMXX) ‘ 3.09

3.32% 4.37%/5.42% $10,000

1 schwabasset
management.com

bnymellon.com
3.18 4.18/5.20

4.17/5.18 1
4.07/5.05 2,500

fidelity.com
dreyfus.com

Annual
Savings and Money Market  yieldasof Minimum
Deposit Accounts Julya amount Website
My Banking Direct (N.Y.)T 5.55% $500 mybankingdirect.com
Brilliant Bank (Kan.)T# 5.35 1,000 brilliant.bank
North American Savings ‘
Bank (Mo.)t ) 5.30 ) 0 nasb.com
UFB Direct Bank (Calif.)t# 5.25 0 ufbdirect.com
R e = : :
Certificates of Deposit yieldasof Minimum
1-Year July1 amount Website
CFG Bank (Md.) 5.36% $500 cfg.bank
CIBC Bank USA (IlL)T" 5.36 1,000 us.cibc.com
Bask Bank (Texas)T 5.30 1,000 baskbank.com
Colorado Federal Savings
Bank (Colo,)T 5.30 5,000 coloradofederalbank.com
e . Annual
Certificates of Deposit yieldasof Minimum
5-Year July 1 amount Website
BMO Alto (IlL)t 4.80% $0 alto.bmo.com
Grow Financial FCl.l_‘(F‘la.)& ] 4.75 500 growfinancial.org
Credit Human CU (Texas)&} 4.65 500 credithuman.com
Dow CU (Mich.)& o 4.50 500 dowcreditunion.org

*Fund is waiving all or a portion of its expenses. tinternet only. #Money market
deposit account. ACD term is 13 months. &Must be a member; to become a
member, see website or call. CD term is 36 to 59 months. SOURCES: Bankrate,
DepositAccounts, Money Fund Report (iMoneyNet).

TOP-YIELDING CHECKING

Must meet activity requirements* Annual
yield as of Balance

Account Issuer Julya range” Website
Genisys CU (Mich.)& 6.75%  $0-7,500 genisyscu.org
Andrews FCU (Md.)& - ~6.00 0-25,000  andrewsfcu.org
Credit Union of New Jersey (N.J)&  6.00 0-25,000 cunj.com

oklahomacentral
Oklahoma Central CU (Okla.)& 6.00 0-10,000 o "

.creditunion

*To earn the maximum rate, you must meet requirements such as using your debit
card several times monthly and receiving electronic statements. ~Portion of the
balance higher than the listed range earns a lower rate or no interest. &Must be a
member; to become a member, see website. SOURCE: DepositAccounts.

YIELD BENCHMARKS

Yield Month ago Year ago
U.S. Series EE savings bonds 2.70% 2.70% 2.50%
U.S. Series I savings bonds 4.28 4.28 4.30
Six-month Treasury bills 5.37 5.42 5.47
Fi\lé.-year Treasufy noteé ‘ . ‘ 4.44 4.52 4.13
Ten_yearTreasurynOtes ............................. 448 ....................... 4 51 ...................... 3 81 ............

As of July 1, 2024. EE savings bonds purchased after May 1, 2005, have a fixed rate
of interest. Bonds purchased before May 1, 1995, earn a minimum of 4% or a
market-based rate from date of purchase. Bonds bought between May 1, 1995,
and May 1, 2005, earn a market-based rate from date of purchase. Source for
Treasuries: U.S. Treasury
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see their tax bill rise, ev:

their income declines.

N the hierarchy
of stressful life
events, losing a
spouse consis-
tently ranks as
the most trau-
matic crisis most individu-

als will ever experience.

It’s not uncommon for widows and
widowers to feel confused and fear-
ful, or even guilty that they didn’t
die first. For that reason, financial
advisers often recommend that
surviving spouses postpone making
major financial decisions, such as
selling the house, until they’ve had
time to process the loss.

For the most part, that’s good
advice. However, surviving spouses
who want to avoid an unfortunate
phenomenon known as the widow’s
(or widower’s) penalty may need to
take steps relatively quickly to avoid
a significantly higher tax bill.

The widow’s penalty occurs when
a surviving spouse’s tax status re-
verts from married filing jointly to
single. If you’re a widow or widower,
you can file a joint tax return for
the year of your spouse’s death.

But after that, you’ll be required to
file as a single taxpayer unless you
have dependent children (surviving
spouses with dependent children are
eligible for the benefits of joint filing
for up to two years after the death

of the first spouse).

In many cases, switching to single
filing status could result in a higher
tax bill, even if your income remains
the same—or even if it declines be-
cause of changes in your Social Secu-
rity and pension benefits after your
spouse dies. The tax hit can be par-
ticularly severe if you’re required
to take minimum distributions from
an IRA, because you could end up
paying higher tax rates on the same
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amount of income you received while
your spouse was alive. For example,
in 2024, a married couple who file
jointly with up to $383,900 in tax-
able income qualify for the 24% tax
bracket, but a single filer with the
same amount of taxable income will
jump into the 35% tax bracket. “The
tax scenario in our country assumes
a single person makes half of what
amarried couple make, but it’s not
that way in real life,” says Ed Slott,
founder of IRAhelp.com.

As a surviving spouse, you have
the option of rolling your deceased
spouse’s IRA (or IRAs) into your own
IRA, which will postpone required
minimum distributions if you're
younger than 73. Eventually, though,
you’ll have to take RMDs from the
combined account and pay taxes
on the withdrawals. In addition to
shifting you into a higher tax bracket,
those distributions could trigger
a high-income surcharge on your
Medicare Part B and Part D premi-
ums. Even if you put off RMDs, “this
is a tax that has to be paid,” Slott
says. “It’s not if, but when.”

NEUTRALIZING THE TAX HIT
The most effective way to mitigate
the widow’s penalty is to take advan-
tage of your joint filing status in the
year of your spouse’s death. Slott
recommends using that window to
convert as much of your traditional
IRA as possible to a Roth. You’ll pay
taxes on the conversion but at a lower
rate than you’ll pay as a single filer, he
says. More significantly, withdrawals
from a Roth are tax-free as long as
youre 591 or older and have owned
a Roth for at least five years, and
you won’t be subject to RMDs.
Because converting to a Roth
will increase your modified adjusted
gross income (your adjusted gross
income with certain deductions
added back in), a large conversion
could eventually trigger the Medi-
care high-income surcharge, which is
based on your MAGI from two years
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prior to the current year; the 2024
surcharge, for example, is based on
your 2022 MAGI. However, that will
be a one-time hit to your Medicare
premiums, notes Slott, because future
withdrawals from a Roth won’t affect
the surcharge. “It’s one year versus
the rest of your life,” he says.
Another tax-saving option for sur-
viving spouses who have sufficient
income from other sources is to dis-
claim all or a portion of the deceased
spouse’s IRA, says Jeremy Finger, a
certified financial planner with River-
bend Wealth Management in Myrtle
Beach, S.C. In that case, the funds
will go to contingent beneficiaries—
typically adult children—instead of

the surviving spouse. Although in
most cases the contingent heirs will
be required to empty the account in
10 years, this strategy could make
sense if their tax bracket is lower
than yours, Finger says. However, if
your adult children are in a higher tax
bracket—which could be the case if
they’re in their prime earning years—
it may make sense to hold on to the
IRA and leave your heirs assets in a
taxable account, which are eligible
for a step-up in basis (see below).

A step-up in basis for taxable ac-
counts. When a spouse dies, the sur-
viving spouse will likely be able to
take advantage of a generous tax
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break known as a step-up in basis.
This occurs when the cost basis for
taxable assets, such as stocks and
mutual funds, is “stepped up” to the
investment’s value on the day of the
original owner’s death. For example,
if your spouse originally paid $50
for a share of stock and it was worth
$250 on the day he or she died, your
basis would be $250. If you sell the
stock immediately, you won’t owe
any taxes; if you hold on to it, you’ll
only owe taxes (or be eligible to
claim aloss) on the difference be-
tween $250 and the sale price. If the
taxable assets were jointly owned,
50% of the value of the assets will re-
ceive the step-up, unless you live in
one of the nine community-property
states—Arizona, California, Idaho,
Louisiana, Nevada, New Mexico,

Texas, Washington and Wisconsin—
in which case 100% of shared assets
will receive the step-up.

Make sure to notify your broker-
age firm (or firms) of your spouse’s
death so your assets receive the step-
up. While most brokerage firms do
this automatically, it may be over-
looked, particularly if you and your
spouse had different surnames. That
could lead to an unexpected tax bill
if you decide to sell some of your ap-
preciated investments.

The step-up creates several op-
portunities for surviving spouses,
Finger says. If you need cash to cover
expenses (or to pay taxes on a Roth
conversion), you can sell funds in
your taxable account without trig-
gering a big capital gains tax, he
notes. Similarly, if you want to rebal-

A Checklist for Surviving Spouses

These steps will help you settle your
late spouse’s estate and put your
own finances in order.

» Ask the funeral home for 15 to
20 copies of the death certificate,
which you’ll need to provide to
various financial institutions to
document the death. This will
save you the trouble of going back
for more copies if you run out.

« Notify the Social Security Admin-
istration. In many cases, the fu-
neral home will do this for you as
long as you provide your spouse’s
Social Security number. If you
need to reach out to the SSA your-
self, call 800-772-1213 between
8:00 a.m. and 7:00 p.m. Monday
through Friday or visit a Social Se-
curity office (find your local office
at www.ssa.gov/locator). You
can’t report a death online. Sur-
viving spouses are eligible for a
one-time death payment of $255.

« If your spouse had a Medicare
Advantage and/or Part D prescrip-
tion-drug plan, report the death
to the providers so you won’t con-
tinue to be charged for the plans.
This step isn’t necessary if your
spouse had original Medicare,
because Social Security will re-
port the death. However, if your
spouse had a medigap policy,
contact the policy provider.

» Contact your spouse’s employer
(or former employer, if your spouse
was retired) to determine whether
you’re eligible for any benefits, in-
cluding a pension, 401(k), health
savings account or company-
provided death benefits.

« Take steps to prevent identity
thieves from opening accounts
in your late spouse’s name. Send
copies of the death certificate to
your spouse’s credit card provid-
ers with a request to close the
accounts. You should also send

Retirement

ance the account, you can sell stocks
or funds and reinvest the money
without generating a large tax bill.

Selling your home. After your
spouse’s death, you may consider
selling the family home so you can
live closer to children and grandchil-
dren or downsize to a smaller home.
This isn’t a decision to take lightly,
but if your home’s value has appreci-
ated significantly over the years, you
may not want to wait too long to sell.
Those who have owned a home as
a primary residence for at least two
out of the past five years are eligible
for a capital gains exclusion of up to
$250,000 if they’re single, but mar-
ried couples who file jointly can
exclude up to $500,000. Surviving
spouses are eligible for the full

copies of the death certificate to
the three major credit-reporting
companies (Equifax, Experian and
TransUnion) and request a freeze
on your spouse’s credit reports.
Ask your state’s department of
motor vehicles to cancel your
late spouse’s driver’s license.
Close e-mail and website ac-
counts—especially accounts
with Amazon, PayPal and other
entities that are linked to a

credit card or bank account.

Talk to the providers of your
spouse’s IRAs and other tax-
deferred accounts about required
minimum distributions. If your
spouse was subject to RMDs

and died before taking the re-
quired distribution for the year,
the beneficiary must take it by
year-end. If you’re the benefi-
ciary, you must take the RMD
even if you roll your spouse’s
IRA into your own account.
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$500,000 exclusion if they sell
their home within two years after
the date of the first spouse’s death
and haven’t remarried, says Allison
Alexander, a CFP and certified pub-
lic accountant with Savant Wealth
Management in Rockford, I11.

Even if you miss the two-year
window for the $500,000 exclusion,
you can still benefit from the step-
up in basis of the value of the
home. For a couple who owned the
home jointly in a state that doesn’t
have community-property rules,
Alexander says, the new cost basis
for the home would be 50% of its
value on the date of your spouse’s
death, plus half the purchase price
and half the cost of capital improve-

_

ments since the home was purchased.
Alexander offers this example:
Suppose you and you spouse own a
home jointly that you purchased for
$150,000, you make improvements
over the years that cost $100,000,
and the market value of the home

Ease the Burden by Planning Ahead

When Pam Krueger’s 65-year-old
brother died suddenly of a heart
attack last year, he left his wife a
final gift: a meticulous guide to his
business and family finances.

In addition to his estate plan,

Krueger’s brother provided his wife

a document that included details

on his investments, contact informa-

tion for property managers of the
rental properties they owned, and
passwords to online financial ac-
counts. “My brother carefully and
thoughtfully wrote down what’s
important and where to find those
documents,” says Krueger, an
investor advocate and founder of
Wealthramp, which connects con-

sumers with fee-only financial plan-

ners. As a result, Krueger’s sister-
in-law was spared the challenges
of navigating the family’s finances
as she dealt with the unexpected
loss. (For more on organizing your
estate-planning documents, see
“Make It Easier for Your Heirs to
Manage Your Estate,” Aug.)
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Organizing estate-planning, in-
vestment and other documents is
just one step couples can take to
lighten the survivor’s load after one
spouse dies. Other measures that
will help the surviving spouse man-
age the loss:

Update beneficiaries. Review ben-
eficiaries for your insurance poli-
cies, retirement plans and other ac-
counts at least once a year—or more
often if you undergo a life change,
such as a new addition to your fam-
ily. You may also want to designate
contingent beneficiaries who will
inherit your accounts if the primary
beneficiary is unable to inherit the
assets or opts not to inherit them.

Convert some assets in traditional
IRAs to a Roth. By making strategic
conversions to a Roth IRA, you can
reduce the tax burden on the sur-
viving spouse, says Ed Slott, founder
of IRAhelp.com. Roths aren’t sub-
ject to required minimum distribu-

when your spouse dies is $900,000.

The new cost basis will be $575,000.

If you sell the home for $900,000
within two years of your spouse’s
death, the entire $325,000 gain will
be excluded from taxes. If you sell
the home for $900,000 more than
two years from the date of your
spouse’s death, the exclusion will
be $250,000, resulting in a taxable
gain of $75,000. (This example
doesn’t take into account closing
costs or any additional capital im-
provements you make after your
spouse dies, both which will reduce
the amount of capital gains,) @

You can contact the author at
Sandra.Block@futurenet.com.

tions, so the surviving spouse won’t
have to worry about taking RMDs at
a higher tax rate, he notes. Because
your tax rates will likely drop after
you retire, endeavor to convert just
enough each year to remain within
a low tax bracket (see “Tax-Smart
Strategies for Account Withdraw-
als,” July). Ideally, you should con-
vert before RMDs kick in, because
once you’re required to take mini-
mum distributions—currently at
age 73—you must take the RMD
first and pay taxes on that money
before you convert to a Roth.

Even if you decide not to convert
to a Roth, consider taking with-
drawals from your IRAs before
RMDs kick in, says Allison Alexan-
der, a certified financial planner
and certified public accountant
with Savant Wealth Management
in Rockford, Ill. Those withdrawals
will be taxed at the lower, joint fil-
ing rate and shrink the size of the
IRA, reducing the RMDs the surviv-
ing spouse must take.
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Seven Lessons for New Retirees

The former editor of Kiplinger Personal Finance shares
key financial takeaways from his first year of retirement.

BY MARK SOLHEIM

retired as editor of this
publication a year ago,
and although I miss the
writers and editors I
worked with for many
years—and the plea-
sures (and challenges) of com-
municating with readers—I was
ready to hang up my editing spurs.
I worked a year longer than
T’d planned. Working an extra
year or two is good advice if
you have any doubts about how
prepared you are for retirement,
either financially or psychologi-
cally. My extra year gave me more
time to top off my 401(k) and
fine-tune my financial plan. Plus,
by the time I retired, I was just
past my full retirement age (FRA)
for Social Security benefits. My
wife, Allyson, will continue
working at least another five
years, which is a major benefit
financially and a mixed blessing
personally (more on that below).
With one year of retirement
under my belt, I've learned a few
things, with a couple of outright
surprises.

Ask for help. I had the chops
to come up with a pretty good
retirement financial plan, es-
pecially with access to smart
colleagues. But Allyson’s eyes
would glaze over when I “man-
splained” about our finances,
so we shopped for a planner to
referee. About five years before
I retired, we interviewed advis-
ers with various compensation
models and settled on one who
charged by the hour (see www
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Jfearlessfinance.com). For Ally-
son, it helped that our planner
was a woman. She assured

us that we were on track with
savings but told us to dust off
our budget and fatten up our
emergency fund.

I continued with my DIY in-
vesting. But in 2022, when re-
tirement was a year away and
both the stock and bond markets
had gone south, I turned most of
my investments over to Morgan
Stanley. I figured I'd have a tough
time matching the wisdom of my
advisers, who in turn had access
to Morgan Stanley strategists. I
pay a typical 1% of assets under
management, and in return I get
a complete financial plan plus
Monte Carlo simulations that
show how likely it is that we
won’t outlive our money (cur-
rently 83%, which ain’t too bad).

Of the numerous stocks I'd
accumulated over the years, my
advisers recommended that I
sell all but four—Apple, Amazon,
Alphabet and Berkshire Hatha-
way—and invest the proceeds in
amix of exchange-traded funds
and mutual funds. I kept a chunk
of my money in a rollover IRA at
Fidelity. Allyson is still in the pre-
retirement accumulation stage,
but when she retires, she’ll likely
roll over her 401(k) to an IRA and
let Morgan Stanley manage it.

Optimize Social Security. Al-
though there are often com-
pelling reasons to claim Social
Security benefits before FRA,
“probably more should claim
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later than do,” says Andy Baxter,
a certified financial planner at
The Planning Center, in Chicago.
If you claim benefits at age 62,
you’ll get up to 30% less every
month compared with claiming
at FRA. After FRA, for every
year you delay until age 70, you
get delayed-retirement credits
worth 8% a year. If you and your
spouse will receive about the
same amount in benefits and
can cover expenses from other
sources of income, it often makes
sense for both of you to delay
filing until age 70. If you need
more income, the lower-earning
spouse could file for benefits
earlier than 70 while the other
spouse delays claiming.

My advisers agreed that I
should claim Social Security at
FRA. Besides bringing in some
extra income, it allowed me to
put off withdrawals from my
IRAs while the stock market
was still in the doldrums.

Sign up for Medicare (or not).
The rules for enrolling in Medi-
care are complicated, and you
face lifetime penalties for miss-
ing the deadlines. I was able to
put off signing up because I'm
covered under Allyson’s health
plan, and as long as she works
for the same employer, I can
delay enrolling. That saves us
money because Medicare levies
a potentially stiff surcharge
based on the income you re-
ported on your tax return two
years before—when both of us
were working full-time.
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Get creative with a pension.
I was one of a handful of long-
term Kiplinger employees still
working for the company who
qualified for an old-school pen-
sion. I missed the optimal time
to take the lump sum, before the
Federal Reserve started its infla-
tion-fighting rate hikes. (When
rates are lower, you get a bigger
lump sum, on the theory that
you need more money to invest
to match the annuity’s income.)
So I thought I’d take the annuity,
with the 50% survivor benefits.
But my advisers recommended
that I take the lump sum and in-
vest it in a variable annuity with
a 7% income stream for the first
seven years and a guaranteed 6%
to 10%, based on a Treasury in-
dex, after that. The product I'm
using from Equitable has an in-
vestment portfolio in addition to
the “protected benefit” account.
The icing on the cake: Allyson
will get a 100% survivor benefit
without me having to signifi-
cantly reduce my payouts.

Plan for long-term-care ex-
penses. I was reluctant to self-
insure for potential long-term-
care costs, especially since a stay
in assisted living for me could
have left Allyson with a huge
dent in savings with years of
retirement still to go. But LTC
policies are pricey. Our Morgan
Stanley team came up with a
solution we liked: a hybrid life
insurance/long-term-care policy.
We each bought a policy with
a $500,000 death benefit that
we can tap for long-term-care
expenses. The LTC expenses are
deducted from the death benefit,
but if we don’t need long-term
care—or tap less than $500,000
for LTC expenses—the remain-
ing death benefit goes to our
estate or beneficiaries. Such pol-
icies aren’t cheap. The broker

who works with Morgan Stanley
estimated a premium of $22,000
a year for me and $7,500 or so
for Allyson. But I qualified for

a premium discount of $5,000 a
year based on my health.

Think Roth. If all your invest-
ments are in traditional IRAs or
pretax 401(k)s, you’ll have to take
large withdrawals when required

minimum distributions start in
your early seventies. Plus, if you
leave a pretax IRA to your heirs,
they will have to take distribu-
tions and pay taxes on them.
One solution is to convert a
traditional IRA to a Roth. You'll
owe taxes on the amount you
convert, but your sixties is often
“a beautiful period when you
can convert with fewer taxes,”
says Shweta Lawanda, a CFP
with Francis Financial, in New
York City. Because many of her
clients consider estate planning
their top priority, they want to
find strategies to leave money to
their heirs with no taxes due.

When Mark isn’t
fine-tuning his
financial plan,
he’s free to do
his own thing—

like visiting
his vacation
home on Lake
Michigan
with his wife,
Allyson, and
learning to play
the banjo.

Prepare psychologically. Our
identities are often linked to
what we do in our career, so

be sure you are ready for life
without work. Baxter recom-
mends that new retirees have
hobbies and personal interests.
He also likes the idea of phased
retirement. “It can be hard for
men, especially, to have a void,”
he says. “It can help a financial
plan as well.”

Lawanda says she sees couples
retiring soon who may have trou-
ble sticking with their plan be-
cause they are supporting adult
children. “We’re coaching par-
ents to put the life jacket on them-
selves first,” she says. The kids
can get a loan for college or figure
out how to support themselves in
their twenties, she says, but you
can’t get a loan for retirement.

I worked from home during
and after the pandemic, so I
was used to being alone after
Allyson returned to the office
four days a week. Now that I no
longer have meetings, I'm free
to do my own thing—mainly cre-
ative writing, working through
a dusty stack of books, biking,
cooking and learning to play
the banjo (“Foggy Mountain
Breakdown” is coming along
quite nicely, thank you). I sched-
ule about one lunch a week to
stay in touch with friends and
ex colleagues, walk with friends
a couple of times a week, partici-
pate in a book club, and putter
around the house and garden.
We travel to see family and go
to our vacation home on Lake
Michigan each summer.

As one former Kiplinger edi-
tor put it, when you're retired—
really retired—every day is a
Saturday. I don’t know how
I ever found time to work.

For questions, send an e-mail
to feedback@kiplinger.com.
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BE WARY OF MOMENTUM STRATEGIES

It can seem as if stocks will go up forever—until they stop.

PRACTICAL PORTFOLIO BY KIM CLARK

N basic physics, the prin-

ciple of momentum is

intuitive: Give a billiard

ball a tap, and the ball

will keep rolling in the

same direction from one
second to the next.

It’s tempting to apply the same
logic to stocks. After all, study after
study has found that, historically,
stocks with prices that rose or fell
over a few hours or months were
disproportionately likely to keep
heading in the same direction for

60 Kiplinger Personal Finance

at least the next few minutes (if
the trend was marked over hours)
or weeks (if the trend was estab-
lished over recent months).

And momentum investing has
been on a roll of late. If, after watch-
ing the S&P 500 index rise more
than 26% in 2023 (largely driven by
a handful of tech stocks), you had de-
cided “the trend is your friend” and
bought a fund that tracks the large-
company benchmark at the start of
2024, you’d have made more than
15% in the first half of the year.

Funds that use momentum as a
primary factor in their screening
process, buying or selling stocks on
the assumption that their past price
trends will continue, have been the
best-performing factor funds (funds
that focus on a particular investing
characteristic) so far in 2024, ac-
cording to research firm Morning-
star. Invesco S&P 500 Momentum,
an exchange-traded fund that tracks
an index of S&P 500 companies that
score high on certain momentum
measures, has returned a market-
beating 34% so far this year
and 61% over the past 12
months, putting it in the top
1% of all large growth funds
for both periods. (Data are
as of June 30.)

But don’t get too excited,
warns Morningstar port-
folio strategist Amy Arnott.
Momentum is actually one
of the more puzzling and
risky investing strategies
in common use. “The tricky
thing with momentum is
that it works until it doesn’t.
During turning points,
momentum funds really
struggle,” she says.

Consider the recent stum-
bles of the above-mentioned
Invesco fund. The ETF up-
dates its portfolio only every
six months, and that lag is
one reason the fund ranked
in the bottom 10% of its cat-
egory in 2019 and 2023, two
years when the market ex-
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perienced turnarounds. Because of
the 2022 bear market, for example,
Nvidia dropped out of the index the
momentum fund tracks, so the fund
missed out on the chip designer’s
gains for much of 2023, Arnott says.
(Nvidia is now the fund’s top holding,
and tech is its top sector, accounting
for more than half of assets.)

In other words, momentum in-
vesting requires that investors be
both watchful and nimble. Before
you start chasing stock price trends,
take a moment to explore what
momentum is, why it works, and
the most practical ways individual
investors can use momentum.

Millions of momenta. Although it’s
clear that momentum is about cash-
ing in on persistent trends, there’s no
general agreement on which trends,
or over what time period. Nearly
every momentum investor or fund
manager has a unique formula. Some
track individual stocks. Others track
sectors or baskets of funds. Some
strategies, such as those tracking the
S&P 500 and MSCI momentum in-
dexes, focus on price history. An-
other popular momentum strategy—
used, for example, by funds tracking
indexes created by the research firm
Nasdaq Dorsey Wright—pays little
attention to the historical direction
of prices, focusing instead on relative
performance and screening for out-
performing and underperforming
stocks or other investments. There
are also many options for the time
period used to flag a trend. Some in-
vestors bet on trends of the past few
hours; others look over many months
or years, sometimes ignoring the
most recent days or even months.
Those differences in trend-spotting
strategies create huge variations
in performance. Over the past 12
months, the returns of funds that
relied heavily on momentum ranged
from 60.6% for the Invesco S&P 500
Momentum fund to 6.5% for Invesco
Dorsey Wright Basic Materials Mo-

mentum, an ETF focused on materi-
als firms outperforming their peers.
You might expect stocks with
strong fundamentals to enjoy upward
momentum as long as that favorable
foundation persists. But there’s also
an element of investor psychology to
momentum investing, says Jonathan
Treussard, who runs Treussard
Capital Management. History is
full of examples of upward momen-
tum being accelerated by investors’
lemming-like fear of missing out on a
hot stock. Falling prices can likewise
be reinforced by trend-chasers, as
well as by market mechanics such
as margin calls, says Treussard. (A
margin call is when a brokerage calls
upon an investor who borrowed
money to buy a stock to either pony

Investing. The tactic doubles down
on momentum by betting on some
stocks to rise while simultaneously
selling others short because you think
they’ll keep falling. To reduce your
risk—but also potential rewards—
you can opt for funds that only in-
vest in rising stocks. Those who
want even less volatility can consider
strategies that add considerations

of earnings quality and value to
momentum characteristics.

The managers at Hennessy Cor-
nerstone Growth fund, for example,
screen for companies with rising
stock prices over the past three and
six months, but they also insist on
rising earnings and a stock price that
equates to no more than 1.5 times the
company’s sales per share. The fund’s

SOME INVESTORS BET ON TRENDS OF THE PAST FEW
HOURS; OTHERS LOOK OVER MANY MONTHS OR
YEARS, IGNORING RECENT DAYS OR EVEN IMONTHS.

up more cash or sell the stock if the
price falls below the brokerage’s
margin of safety for that stock.)

Tread carefully. Long-term-oriented,
do-it-yourself investors should ap-
proach momentum investing with
caution. Think of momentum as a
satellite strategy for your portfolio,
not as a core position. Because mo-
mentum funds tend to zig when
value-oriented funds zag, adding

a smidgen of momentum funds to
your portfolio improves your diversi-
fication, says Nick Kalivas, head of
factor and core equity strategy for
Invesco, which offers 21 momentum-
based ETFs.

Look for ways to limit your risk.
One of the most potentially profit-
able momentum strategies is also
among the riskiest, says Larry
Swedroe, author of several investing
books including this year’s Enrich
Your Future: The Keys to Successful

returns typically don’t hit the highs
of many pure momentum funds. But
the Hennessy fund has been less vol-
atile than momentum funds in gen-
eral, and its five-year annualized
return of 17.5% puts it in the top
percentile of its category (small com-
panies with a blend of growth and
value characteristics). Over the past
three years, Hennessy’s biggest drop
was 17.2%, compared with 25.7% for
momentum funds overall.

If you decide to pursue momen-
tum investing, make sure to be smart
about taxes. Momentum strategies
typically require plenty of trading,
which could create taxable gains,
notes Swedroe. For that reason,
holding a momentum strategy ETF
(or a mutual fund in a tax-protected
account) may be a more tax-efficient
way to pursue the strategy, he says. @1

You can contact the author at
Kim.Clark@futurenet.com.
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PLUS Loans Can Help Pay
for College—at a Cost

Parents can borrow up to the cost of a child’s education, but interest rates are steep.

FAMILY FINANCES BY ELLA VINCENT

S the cost of
college contin-
ues to rise, it’s
not unusual
for parents to
discover that
student loans, financial aid and
savings won’t cover all their
child’s expenses. Parent PLUS
loans provide a way to bridge the
gap, but rising interest rates have
made these loans a costly option.
The rate for federal parent
PLUS loans taken out between
July 1, 2024, and June 30, 2025,
is 9.08%, a 33-year high. The rate
is fixed for the life of the loan,
even if overall interest rates de-
cline. Borrowers must also pay
a 4.228% origination fee.
Parents can borrow up to
the cost of a child’s college atten-
dance, including tuition, room
and board, and text-
books, minus finan-
cial aid received by
the student. While
the absence of a cap
may make these
loans attractive, it
could also encour-
age parents to bor-
row more than they
can afford to repay,
says Mark Kan-
trowitz, author
of How to Appeal
for More College
Financial Aid.

The requirements.
To qualify for a par-
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ent PLUS loan, you must be the
biological or adoptive parent (or
in some cases, the stepparent) of
a student who is enrolled in col-
lege at least half-time. As part of
the application process, the U.S.
Department of Education will
conduct a credit check on you.
(If you have a security freeze on
your credit reports, you'll need
to lift it first.) You don’t need to
have excellent credit to qualify
for a PLUS loan. However, if you
have an adverse credit history—
you’ve defaulted on a loan or
discharged debts through bank-
ruptcy during the past five
years—you won’t be approved
unless you have a co-signer.

Alternatives to PLUS loans.
Parents may be able to obtain
private student loans at a lower
interest rate than they could get
on a PLUS loan. As with PLUS
loans, private loans allow you

to borrow up to the full cost of
college for your child, and some
private loans offer rates below
5%. Rates on these loans may be
fixed or variable. With a variable
rate loan, you’ll benefit when
rates fall—and the Federal Re-
serve is widely expected to be-
gin cutting short-term interest
rates this year. But when rates
eventually rise again, your vari-
able loan rate will go up, too.

To qualify for most private
loans, you need a good credit
score—typically, a FICO score
of 700 or higher—a long work

history, and a low debt-to-income
ratio. In addition, private student
loans lack the protections that
federal PLUS loans offer, includ-
ing income-based repayment,
deferral, and loan forgiveness
for eligible borrowers.

Whichever option you choose,
it’s important to understand that
you could be on the hook for loan
payments for 10 years—or longer
if you enter an extended repay-
ment plan. Before taking out a
PLUS or private loan, make sure
that your child has exhausted all
other options for financial aid,
including federal student loans.
Those loans have lower rates
than PLUS loans—6.53% for stu-
dent loans taken out between
July 1, 2024, and June 30, 2025.
However, they come with annual
limits. For the 2024-25 academic
year, for example, the maximum
amount a first-year undergradu-
ate dependent student can bor-
row in federal loans is $5,500.

If student loans and other
forms of financial aid fail to
cover your child’s college costs,
consider limiting your own
borrowing to no more than the
amount of your annual income,
Kantrowitz says. If you plan
to retire within 10 years, you
should borrow proportionately
less—for example, half of your
annual income if you expect to
retire in five years. @

You can contact the author at
Ella.Vincent@futurenet.com.
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Fundamentals

A GUIDE TO YOUR CREDIT GARD STATEMENT

Regularly reviewing your bill can help you stay financially healthy.

BASICS BY ELLA VINCENT

HECKING

your credit

card statement

every month

is an impor-

tant financial
task. The statement holds key
information about your card’s
balance, interest rate and pay-
ment due date. Plus, by moni-
toring transactions, you can get
a sense of where your money is
going—and detect any fraudu-
lent purchases quickly. Here’s
how to read the fine print.

Account summary. The account
summary shows activity during
the most recent billing period.

At the top, you'll see the balance
from the end of your card’s previ-
ous billing cycle, which may be
called the previous balance. Then
you’ll see the amount you made
in payments, which is subtracted
from the previous balance.
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The account summary also
includes the total amount of pur-
chases and credits (for example,
refunds for items you returned
to a merchant), balance trans-
fers, cash advances, any past due
amount, fees charged, and inter-
est that has accrued since the last
billing cycle. Additionally, you’ll
see the starting and closing dates
of the billing cycle, which usually
lasts 28 to 31 days. Transactions
occurring after the closing date
will show up on your next bill.

Your statement balance
(which may be called the new
balance) shows the amount you
owe at the end of the billing cycle.
Your credit limit, as well as the
amount of credit available to
you after subtracting your card’s
balance, appears in the account
summary, too.

Payment information. Perhaps
the most important line in this

Your credit card statement
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section is your payment due
date. Your payment is usually
considered to be on time if you
submit it by 5 p.m. in your time
zone on the due date shown, if
it’s a weekday; if the due date
falls on a weekend or holiday,
then you have until the next
weekday to pay your balance.

If you send your credit card
payment by mail, try to mail it
well before the due date so you
won’t incur late fees. Your credit
card bill provides a payment
coupon to include with your
check or money order.

The payment section also
lists the minimum payment due,
which is the amount required
to avoid a penalty, as well as
a warning that explains how
much you’ll owe in fees and
higher interest if you fail to pay
by the due date. In addition, this
section explains the number of
months or years it will take to
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pay off the balance if you make
only minimum payments. By
paying your balance on time
and in full every month, you can
avoid a lengthy repayment time,
interest charges and late fees.

Changes to your account. If
your account terms change,
those differences are listed here.
For example, if your card com-
pany increases your interest rate
or adds more fees, you'll be in-
formed in this section and given
at least 45 days’ notice before
the changes take effect. If you
trigger a penalty interest rate

by paying late or exceeding your
credit limit, you’ll see the rate
increase here.

Transactions. This section pro-
vides a summary of your pur-
chases and other transactions
since your last statement, show-
ing exactly where your money
is going, says Ted Rossman,
senior industry analyst at
Bankrate. Every purchase you
made is listed, along with the
date of the purchase and identity
of the merchant.

Inspect this part of your state-
ment closely for any unfamiliar
or forgotten charges, such as
free-trial subscriptions that
turned into paid services after
the trial ended, Rossman says.
You should also scrutinize the
list for transactions you don’t
recognize, which could indicate
fraud. If you see a purchase you
don’t recall making, contact
the merchant first. If you can’t
resolve the issue with the mer-
chant, write a letter to your
credit card company to dispute
the charge.

Under the Fair Credit Billing
Act, you have 60 days after the
date the billing statement was
sent to you to dispute an errone-
ous charge. Your credit card

CREDIT

provider must investigate and
resolve the dispute within two
complete billing cycles—but no
more than 90 days—of receiving
the letter. If the card provider
determines that the charges
were unauthorized, the law
limits your liability to $50, no
matter how much was charged
to your card. Many card com-
panies offer zero-liability pro-
tection as long as you notify
them of suspected fraud within
30 days of receiving your state-
ment and noticing the error.

Fees and interest charges. This
section tells you the total amount
you’ve been charged in interest
and fees for the current year.
If you've been paying fees, look
for ways to avoid them, Rossman
says. For example, setting up au-
tomatic payments of your credit
card bill will ensure that your
payments arrive on time.

Keep in mind that you can ask
your card provider to lower your
interest rate or waive fees, too.

CARD INTEREST

RATE TOO HIGH? ASK
FOR ABETTER DEAL

Only 20% of cardholders asked their pro-
viders to lower their interest rate in the
past year, but most of those who made the
effort were successful. You have a good
chance of getting a late fee waived or your
credit limit raised just by asking, too.

76%
89%
84%

received a lower
interest rate

had a late fee
waived

were given a higher
credit limit

SOURCE: LendingTree

Fundamentals

A recent survey by LendingTree
found that three-fourths of con-
sumers who requested a lower
interest rate on one of their credit
cards in the past year were suc-
cessful (see the box below).

Interest charge calculations.
At the bottom of your credit card
statement, you’ll see how inter-
est on your payments is calcu-
lated. This section includes the
annual percentage rate (APR)
for purchases, balance transfers
and cash advances. It also de-
tails the balances subject to the
current APR and any changes in
your interest rate. For example,
if you had an introductory pur-
chase APR of 0%, you'll see
when that rate will expire.

Rewards. If you have a rewards
credit card, this section shows
the amount of cash back, points
or miles you've earned and re-
deemed. This is useful if you're
planning to use your rewards
to take a trip or pay for another
big expense.

How long to keep your credit
card statement. Jim Droske,
owner of Illinois Credit Ser-
vices, a credit-repair company,
says it’s important to have access
to your credit card statements in
case you want to dispute a fraud-
ulent charge or need them for
tax documentation. If you re-
ceive paper statements, store
them in a safe place for at least
60 days to dispute a fraudulent
charge or for up to six years if
you need them for your taxes.

If you manage your account
online, consider downloading
electronic copies of your state-
ments to a password-protected
file on your computer. @

You can contact the author at
Ella.Vincent@futurenet.com.
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OR your next vacation,

consider hitting the rails.

The Wi-Fi might be spotty,

particularly on long jour-
neys through rural America, but
some find it a welcome opportunity
to unplug and take in the view. And
passengers who are weary of the
hassles that come with air travel may
relish the simplicity of booking and
boarding a train.

Amtrak’s cross-country rail itiner-
aries have been in very high demand
since the pandemic, says Bob John-
ston, a passenger rail expert and
writer for Trains magazine. As a re-
sult, the long-distance train trips
have become more expensive and
sell out quickly. “There just isn’t
enough equipment to meet demand,”
he says. He recommends booking
your trip as soon as you know where
you want to go. Generally, the best
fares are offered well in advance, but
you can occasionally find a deal at
the last minute, he says.

While Amtrak remains the pri-
mary option for cross-country jour-
neys, several private operators offer
shorter trips, often with luxury ac-
commodations, to well-known land-
marks and attractions. Dedicated
train buffs can create itineraries that
link Amtrak’s long-distance lines to
trains that will take them directly to
some of the country’s most popular
destinations in style. If you head
overseas, you'll find that some coun-
tries—especially in Europe and
Asia—offer advanced rail networks
with an extensive reach.

Below, we feature a collection of
both domestic and international
journeys by rail. Whether you’re
looking for a days-long excursion or
a short outing, an all-inclusive vaca-
tion package or a simple and scenic
way to get to your destination, we
have something for every type of
train traveler. —



ADVENTURES IN THE
AMERICAN WEST
Grand Canyon Railway. Departing
from Williams, Ariz., the privately
owned Grand Canyon Railway takes
passengers directly to Grand Canyon
National Park’s South Rim, the most
popular part of the park and home to
some of the best views. The journey
lasts about two hours, and passen-
gers can choose from a variety of
seating options, ranging from about
$45 to $120 each way. (Summer
travelers should note that the least-
expensive seats are in cars that do
not have air conditioning.) The ride
often includes onboard entertain-
ment, such as historical reenact-
ments, while you soar past grass-
lands, forests and wildlife. The rail
line also offers packages that include
accommodations at the Grand Can-
yon Railway Hotel in Williams.

The Luxury Dome, a window-
topped car, offers panoramic views as
well as comfortable, air-conditioned
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seating areas, complimentary break-
fast on the outbound route, and
a white-wine toast on the return
route in the evening (this seating
is restricted to passengers 15 and
older). Round-trip tickets in the
Luxury Dome were recently avail-
able for $240 per person. Families
with young children can also enjoy
views from a smaller observation
dome with bar service and compli-
mentary snacks, recently priced at
about $200 per person round-trip.
Once at the South Rim, train
travelers can take advantage of the
National Park Service’s free shuttle
system to visit major attractions,
such as Hopi Point, Mather Point,
and the Bright Angel and Rim trails.
Bright Angel Bicycles offers bike
rentals for $50 per person, per day.
Although no train will get you di-
rectly to the Grand Canyon Railway
rail stop in Williams, Amtrak offers
routes that stop in Flagstaff, where
you can catch a shuttle to Williams

P v

" Grand Canyon Railway

for $22 to $30. Amtrak’s Southwest
Chief route from Chicago to Flagstaff
covers diverse scenery, including the
Mississippi River, the Great Plains
and the red-rock landscapes of the
Southwest. The entire journey lasts
34 hours; most passengers will want
to book a ticket with sleeping accom-
modations. Prices vary depending on
when you book, your dates of travel
and where you board the train, but
September fares for roomettes from
Chicago to Flagstaff were recently
selling for about $860 (for details

on Amtrak’s room types, see the box
on page 71).

Travelers coming from the West
Coast can take the Southwest Chief
from Los Angeles to Flagstaff, a ride
that lasts 10 hours. September fares for
roomettes from Los Angeles to Flag-
staff were recently selling for about
$280 one way and $560 round-trip.

Amtrak to Glacier National Park.
Montana’s Glacier National Park, also

COURTESY OF GRAND CANYON RAILWAY
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known as the “Crown of the Conti-
nent,” is easily accessible by Amtrak’s
Empire Builder train. The historic
Glacier Park Lodge is just steps away
from Amtrak’s East Glacier Park
train station, so no transfers are
necessary—although if you need help
with your luggage you can request a
pickup. Tour buses that take guests
through the park make regular stops
at the lodge. Rooms at the Glacier
Park Lodge start at about $320 per
night during the summer months,
when the park is most accessible.

The Empire Builder, which runs
between Chicago and Portland or
Seattle (the route splits in Spokane),
boasts views of the Great Plains,
Rocky Mountains and Cascade
Mountains. If you're coming from
California, you could first catch a
ride on the Coast Starlight, which
travels from Los Angeles to Seattle.
It passes the Cascade Mountains,
Mount Shasta and wine country
before connecting to the Empire
Builder in Portland and Seattle. For
the roughly 45-hour journey on the
Coast Starlight and Empire Builder
from Los Angeles to Glacier, you
could recently get a roomette for
about $1,350. A roomette on the
Empire Builder from Chicago to
Glacier—a ride that takes about 30
hours—was $1,220.

If you’d like to outsource your
itinerary and get a better chance at
booking your preferred dates, con-
sider one of Amtrak Vacations’ tour
packages for Glacier National Park.
Starting at about $2,279 per person,
packages for a six-day trip include
round-trip tickets between Chicago
and the East Glacier station, accom-
modations, a boat cruise on the lake
in the Two Medicine Valley, and a
tour along the Going-to-the-Sun
Road. Keep in mind that most of the
park is inaccessible after Labor Day.

Rocky Mountaineer to Arches
National Park. The privately owned
Rocky Mountaineer train line offers

luxury excursions between Denver
and Moab, Utah, home to Arches Na-
tional Park and the iconic Delicate
Arch. Passengers spend one night
in Glenwood Springs, Colo., and
two days on the train, which pro-
vides views of Ruby Canyon, Mount
Garfield and the Colorado Rockies
from panoramic windows as well as
an outdoor platform. Glass-topped
coaches allow passengers to take in
spectacular views without leaving
their seats.

Other amenities include gourmet
meals prepared by the train’s culi-
nary team. The journey runs from
the spring through the fall, with two
excursions per week. Fares range

EAST COAST EXCURSIONS
Amtrak from New York to Montreal.
Amtrak’s Adirondack route, which
runs daily, is arguably Amtrak’s most
scenic route east of the Mississippi.
Trains depart from New York City’s
Moynihan Train Hall, where the ur-
ban landscape quickly transitions to
natural splendor as you move through
the Hudson Valley, the Adirondack
Mountains and along Lake Cham-
plain before arriving in Montreal.
The resplendent reds, oranges and
yellows of the tree-lined route are
sure to make an appearance in at least
one part of your trip if you travel in
September or October. To experi-
ence peak foliage in Montreal, con-

from $1,699 to $2,269 each way per
person, with discounts for members
of the military.

To get to Denver, you could take
Amtrak’s California Zephyr, which
runs between Chicago and San Fran-
cisco along a sought-after route that
winds its way through the Rockies.
Fares for private rooms on the
Zephyr’s 19-hour ride from Chicago
to Denver and 33-hour ride from
Emeryville, Calif., to Denver were
recently available starting at $929
and $1,117, respectively.

sider taking the trip in early to mid
September. September fares for the
approximately 12-hour journey were
recently available for $72 in coach.

Coastal Maine via Amtrak. Whether
you seek a coastal summer getaway
or a peaceful winter weekend by

the sea, this 3.5-hour journey from
Boston to Brunswick, Maine, on
Amtrak’s Downeaster line has a

lot to offer. You can disembark in
Portland for the lively arts and enter-
tainment scene or stop at Freeport,
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home to the L.L.Bean flagship
store, which is steps away from the
Amtrak station. If you'd like to get
on the water, you can book a cruise
on Seacoast Tours of Freeport,
which provides shuttle service from
downtown Freeport to the harbor.
Cruises start at $45 per person
(www.seacoasttoursme.com/tours/
private-charters). In Brunswick,
you can visit the historic home of
Harriet Beecher Stowe or go for a
walk through the city’s downtown.
Round-trip fares for the 3.5-hour
journey between Boston and Bruns-
wick were recently available for $58.

Orlando, Miami and West Palm
Beach by Brightline. Most travelers
visit Florida by car, but Brightline,
anew, privately owned high-speed
train line that runs between Miami
and Orlando, provides a less stressful
way to tour the most heavily traf-
ficked parts of the Sunshine State.
The route from Orlando launched
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last September, while the route from
West Palm Beach to Miami has been
in service since 2018. Trains run
every hour, with 16 round-trips a
day. Because the service is frequent,
there’s often very little demand for

a certain departure, and you may
not have to pay much for a ticket,
Johnston says. For example, fares
between Orlando and West Palm
Beach, a two-hour journey, are gen-
erally available for $59, although
tickets for popular times can be
more expensive. Passengers who
disembark in Orlando can take a
shuttle to Disney World for $16.

INTERNATIONAL JOURNEYS
Rocky Mountaineer to Banff. Rocky
Mountaineer’s two-day Canadian
trip on the First Passage West route
begins in Vancouver, stopping over-
night halfway through the journey
in Kamloops, British Columbia. From
there, passengers make their way
eastward through the Shuswap

Brightline’s high-speed
train in Florida

region, enjoying stunning lake views
the entire way. Breakfast is included
onboard, along with a gourmet lunch
and wine service. The trip ends in
Banff National Park, home to rugged,
snow-capped mountains, turquoise
waters and diverse wildlife. One-way
tickets from Vancouver to Banff
were recently available starting at
$1,720 per person.

Hiram Bingham to Machu Picchu.
The Hiram Bingham train, operated
by hospitality company Belmond,
brings travelers from Cusco, Peru,
to the entrance of the 15th-century
citadel of Machu Picchu, a popular
destination for adventurers and stu-
dents of history alike. Round-trip ser-
vice (the ride is three to four hours
each way) comes with access to a
vintage-style cocktail bar and a
gourmet lunch. The fare includes a
transfer from the train station to the
citadel, an entrance ticket to the site
and a tour guide for a group of up to
14 people. Entrance tickets are diffi-
cult to get on short notice, so book
this tour at least 45 days in advance to
help ensure access to the historic site.
After a day experiencing Machu
Picchu’s grandeur, passengers can
enjoy complimentary tea service at
Belmond’s luxury Sanctuary Lodge,
the only hotel located next to Machu
Picchu. Room rates at this hotel are
pricey, averaging about $2,250 a night
during the June high season. Round-
trip train fare includes a return bus
to the train station and a gourmet
dinner on your return trip. A Sep-
tember round-trip journey aboard
the Hiram Bingham between Cusco
and Machu Picchu was recently
available for about $1,000 per adult.

La Dolce Vita Orient Express
through Italy. For a rail excursion
reminiscent of the fabled Orient
Express, consider booking a ride
on La Dolce Vita Orient Express’s
luxurious journey through Italy.
Depending on the season, the train

COURTESY OF BRIGHTLINE



GETTY IMAGES

Rewards

takes passengers through various
routes on different lines. Cities and
regions in the wide range of itinerar-
ies include Rome, Portofino, Venice,
Siena, Sicily and Palermo, among
others. Accor, the train operator,
recently started taking reservations
for spring 2025. The trains feature
12 deluxe cabins and 19 suites—all
with en suite bathrooms. La Dolce
Vita Orient Express also has a res-
taurant, a lounge and a bar. Prices
for a one-night journey start at 3,500
euros (about $3,800) per person for a
deluxe cabin and 4,700 euros (about
$5,050) per person for a suite. Prices
vary depending on travel dates.

Japan by bullet train. Japan’s
Shinkansen—commonly known as
bullet trains—connect almost every
major city in the country. While resi-
dents of Japan use these efficient and
reliable trains to get around, they also
offer a fast and convenient way to
tour Japan, currently a popular desti-
nation for U.S. visitors because of the
favorable currency-exchange rate.
Tickets for the two-hour, 40-min-
ute route between Tokyo and Kyoto,
for example, were recently available
for about $120 to $160 round-trip.
Travelers can purchase tickets in
advance through various online

GET A GOOD NIGHT’S
SLEEP ON AMTRAK

Japan’s bullet
train to Hakone

platforms or at ticket offices located
in major stations. The trains are
punctual, so you'll always arrive
promptly, giving you plenty of time
to explore Kyoto’s rich cultural heri-
tage and historic sites, such as the
Kiyomizu-dera Buddhist temple or
the Fushimi Inari Shrine.

Other scenic routes out of
Tokyo include the 90-minute ride
to Hakone, which takes you from
Tokyo Station to Odawara Station
via the Tokaido Shinkansen line.

Unless you’re on a tight budget or
you don’t mind sleeping sitting up,
you’ll want to book sleeping accom-
modations for one of Amtrak’s long-
distance journeys.

Amtrak offers two types of sleeping
arrangements: roomettes and bed-
rooms. Roomettes are typically
less expensive, and they include
two bunks, the lower of which is big
enough to fit an adult and small child,
says Jim Marini, senior vice president
of strategic partnerships for Amtrak
Vacations. Bedrooms offer the same
two-bed setup, but they include

Aboard this train, passengers can
watch as the urban sprawl of Tokyo
transitions to picturesque country-
side. On a clear day, youll be able

to enjoy views of Mount Fuji from
the train. Once in Hakone, travelers
can enjoy a variety of outdoor adven-
tures, including boating, hiking and
visiting hot springs. The cost for a
round-trip ticket is about $50.

You can contact the author at
Emma.Patch@futurenet.com.

private sinks and showers as well.

Tickets for sleeping accommoda-
tions include meals onboard, and the
quality of the cuisine has improved
notably in recent years on western
long-distance trips, says Bob Johnston,
a passenger rail expert and writer for
Trains magazine. Bedroom occupants
get priority in selecting their meal-
times, but roomettes offer better
views from the comfort of your bed.
While beds in a bedroom are perpen-
dicular to the window, roomette beds
rest just beside the window so you can
watch the views roll by.
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Paying It Forward

HELPING TEACHERS SUPPLY
THEIR CLASSROOMS

Through DonorsChoose, you can contribute to
projects that benefit educators and their students.

INTERVIEW BY EMMA PATCH

What is DonorsChoose? Donors-
Choose is a national nonprofit orga-
nization focused on supporting
teachers. Public-school teachers
anywhere in the country can come
to DonorsChoose.org and create a
request for items that they need for
their classrooms, and individuals
can come to the site to donate to
projects that interest them. We also
work with companies and founda-
tions, state governments, and other
entities for larger-scale gifts, which
go toward the same purpose of sup-
porting teacher needs.

A big differentiator between us
and other crowdfunding platforms
is that when a teacher’s request is
funded, we don’t send cash. Instead,
we procure the requested items our-
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selves and send them to the schools
so they become district property.
That creates a layer of transparency:
Donors can see exactly where their
funds are going, districts know
what’s coming in,
and we can be sure
that the teachers’
instructional objec-
tives are being met.

How did Donors-
Choose get its start?
Many public-school
teachers pay out of
pocket—hundreds of dollars a year
per teacher, on average—to help
supply their classrooms, and our
founder, Charles Best, was one of
them when he was a high school
history teacher in the Bronx. He
wanted to bring some books into
his classroom, but he didn’t have
the resources to do it. So Charles
started DonorsChoose for himself
and for his colleagues at that Bronx
high school. DonorsChoose grew to
support other schools in New York,
and eventually it became available
to teachers across the country. At
last count, nearly 90% of American
schools have had at least one Donors-
Choose project fulfilled since our
founding in 2000.

What kind of projects get funded?
It’s a big range. Classroom basics are
common: papers, pencils, markers,
rulers, books, furniture and technol-

ALIX
GUERRIER

CEO of
DonorsChoose

Washington, D.C.

ogy such as headphones for com-
puter workstations. But it goes as

far as you can imagine. Teachers are
doing creative arts projects as well
as sports, music and entrepreneurial
projects. A category that we call
warmth, care and hunger has also
been growing. Teachers may use
DonorsChoose to create a food pan-
try or a stock of health supplies for
their classrooms. Coming back from
the pandemic, for example, getting
hand sanitizer was big. But teachers
also use DonorsChoose to help kids
who might need a backpack or warm
clothing. So really, the projects in-
volve gathering the
most important re-
sources that teachers
know they need

to bring to their
classrooms to max-
imize their students’
learning.

Do donors get to
see how teachers used their gifts?
Teachers send feedback about how
the donations impacted their proj-
ect, so donors get a chance to see
the results firsthand and understand
that this is a transformational model
that really opens up new opportuni-
ties for kids. Some of the most fun
conversations that I have are with
individuals who almost make it a
hobby to come to the site, read
through what teachers are trying
to do and donate to projects.

Is the beginning of the school year
a time of need in many classrooms?
Yes. We have a few different periods
of high interest during the year, and
back-to-school season is one of the
biggest; there’s a lot of excitement.
Teachers are either preparing for

or getting started on new stuff that
they want to do. It’s a great time to
support a project. @

PHOTO COURTESY OF DONORSCHOOSE
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