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To my clients, especially those who, for more than thirty years, have encouraged me and trusted me to help them live their golden years with passion and purpose.




 


This book is for educational and informational purposes only and is not intended to provide assurances or guarantees of success; neither do the strategies contained herein represent personal recommendations for any reader. The reader is encouraged to consult a competent financial advisor to address his or her individual needs.


Statements and references in this book should in no way be construed as endorsements or recommendations of the services of any investment advisor and/or brokerage company. Any given investment advisor and/or brokerage company is solely responsible for its services.


Links to resources and services are provided solely for the reader’s convenience, and their inclusion herein should not be considered an endorsement of any resources, services, or products.


Information in this book has been obtained from sources deemed to be reliable, but neither the author nor publisher warrant or guarantee the timeliness or accuracy of this information, nor shall they be liable for any errors or inaccuracies, regardless of cause. The information is believed to be factual and up to date, but it should not be regarded as a complete analysis of the subject. The recommendations and opinions stated herein are subject to change without notice.


Information in this book is not an offer to buy or sell, nor a solicitation of any offer to buy or sell, any securities mentioned.


Past performance may not be indicative of future results; therefore the reader should not assume that future performance of any specific investment or strategy will be profitable, or that it will perform similarly in the future.


Different investment types carry different kinds of risk; therefore it should be noted that any specific investment or class of investment may or may not be suitable for any particular person or portfolio.


Historical performance of investment indexes and classes generally do not reflect the deduction of transaction or advisory fees, and/or custodial charges, which decrease overall performance. Economic factors, market conditions, and investment strategies impact every portfolio and may result in a portfolio that does not match a particular benchmark.




 


Introduction


I’ve been a retirement advisor for more than thirty-five years. I’ve had a fulfilling career, helping many people have a comfortable income for life. Hopefully I’ll be able to continue doing so for many more years. But it didn’t start so pretty. Early in my career, I actually lost all my life savings …


I grew up on a farm in Harrah, Oklahoma. As a kid, I milked cows by hand and raised pigs—hard, backbreaking work. Even so, I wouldn’t trade that experience for anything. But I knew I didn’t want to do it the rest of my life. I scored the highest possible score on the ACT in math, so a counselor suggested engineering. It sounded good to me, so I enrolled in an electrical engineering program at Oklahoma State University. That was tough, too. Really tough. But I weighed it out … I could either stick it out in school or go back to the farm. After about two minutes of consideration, I decided to stick it out.


I had nothing saved up for college, so I worked hard to pay my way through. During the first three summers I put in long hours shuttling between three different jobs (ran a printing press, sold drinks in the stands of our minor league baseball team, and parked cars at the country club). The summers before and after I graduated with my engineering degree, I worked for Southwestern Bell Telephone Company as an Engineer in Training. Although it was a great place to work and I earned nice pay, I decided I didn’t want to be an engineer for the rest of my life and went back to school to get my MBA.


During those years in grad school, I worked as a student assistant and a desk clerk, ran a men’s dormitory, painted houses, sorted mail—whatever would get me through. All that to say I worked hard, long hours to pay my way through school. Frugal to the max, I also managed to set aside $6,000. I ate a lot of ramen noodles, mushroom soup, and rice, but I did it. It was something I was incredibly proud of.


But I didn’t know what I wanted to do with my life. I wanted more than a job. I needed to have a mission—whatever it was, I wanted to make a positive difference in the lives of others. I wanted to do something I enjoyed, and that was continually challenging.


After I graduated, times were tough, but I landed a job at a local bank, and they sent me to banking school. Maybe banking was the answer. A bank customer who was a stockbroker called me up and said, “I’ve got a stock that’s poised to move. Are you interested?”


“Poised to move”—I assumed he meant up. I told him to send me the financial statements. He eagerly complied, and I looked them over as I’d been taught to do in grad school. The stock wasn’t perfect, but it looked pretty good. So I invested half of my life’s savings in stocks in a local restaurant. Six months later, I learned firsthand what Chapter 11 can do to an investor. The restaurant went bankrupt, and I lost my entire investment. $3,000 doesn’t sound like a lot now, but if it’s half of what you’ve got …


The broker called me up and apologized. He said he “wanted to make it up to me.” I’m thinking, “What a guy!” He explained that there was this oil stock that had just hit a well in the Anadarko Basin, right here in Oklahoma, and we had to move fast. Why? Because it was going to be on the six o’clock news, and then it would be too late. Well, at that point I was thinking emotionally. I had to make up for my loss. I invested the other half of my life savings at $40 a share. In two weeks it had dropped to $6.


What had taken me seven years to accumulate, working sometimes seventy or more hours a week at low-paying jobs, I lost in six months and two weeks. It was one of the most painful experiences of my life. And yet, it was also one of the best, because it led me to one of the most important decisions of my life—to become a financial advisor.


I had considered becoming an advisor during my years in grad school, however the MBA track led to banking job offers, so that’s where I landed. But after suffering through my own financial loss, I was determined to learn how to make smart money decisions and avoid the big mistakes. And once my pain had receded, what really ignited a passion in me was the opportunity to help others to become and remain financially independent. I knew then what I wanted to do with the rest of my life.


But I couldn’t just jump into a job as a financial advisor, so while I continued to work as a banker, I became obsessed with financial planning—the traits of the wealthy, investing, accounting, and everything related to personal finance. I went to night school to get my accounting degree, read fifty to a hundred books a year, took additional college classes on the topic, and even taught college classes on the topic (one of the best ways to learn a subject really well). I interviewed with several “financial planning” firms that weren’t really doing financial planning (I wish I’d had this book!). So I kept studying and earned my CERTIFIED FINANCIAL PLANNER™ (CFP®) and certified public accountant (CPA) designations and started my firm. Now, nearly four decades after it all began, that passion for this work is as strong as ever.


Looking back, I understand that the stockbroker who invested and lost my life savings made money selling me investments his firm recommended. He didn’t have to put my interests first. His job was to move stock, and he did it well. When I let him convince me to invest my money with him, I didn’t know the questions to ask to evaluate his recommendations. And I certainly didn’t know how to find a trustworthy financial advisor, nor did I think I needed to.


In this book, I will share what most financial advisors would prefer you didn’t know: the questions to ask before you hire one—the questions I wish I’d asked that broker many years ago.


Finding the Right Advisor Is Particularly Important as You Near Retirement and Throughout Your Retirement Years


You’ve worked hard and planned carefully so that one day you’d be able to retire comfortably. For a very long time you envisioned having the freedom to spend your golden years engaging in things you didn’t have time for before—hobbies, vacations, spending lots more quality time with your family, becoming more active in your community, donating time to causes you care about … all the many activities that bring meaning and pleasure to your life.


That time has finally arrived. But if you’re like a lot of people, it doesn’t feel as carefree as you imagined it would. Because of all your hard work and diligent planning, you have a retirement fund to provide for your financial needs … but will it really? After years of watching your spending and being conscientious about saving, suddenly it’s time to take money out of that retirement account and use it for everyday expenses. That’s a radical shift in the way you think about your money. And as you’ve probably realized by now, it requires a new approach to financial planning. Chances are it also raises some concerns about money that you never had to deal with before, things like:


• Do I really have enough money to support me for the rest of my life? How long is “the rest of my life”?


• Do I need to change the way I invest my money?


• How much money can I take out of my retirement account every year?


• Are there ways to save money on my taxes that I should know about?


• Should I sell my house and buy something smaller?


• Can I afford to take that vacation?


• How do I protect myself against inflation?


Those are important questions. Getting the answers right can make the difference between enjoying a carefree retirement and looking for part-time work when you turn eighty. With all these questions, and probably plenty more, it’s easy to get bogged down by the stress of it all. You might also find yourself spending a lot more time googling articles about taxes and finance for retirees than enjoying all the things you thought you’d be doing after you retired.


It doesn’t have to be that way. More to the point, it shouldn’t be that way. Your retirement can and should be as rewarding and as worry-free as you always imagined it would be.


There’s a way to get answers to all your questions—that is, the right answers, not just the ones that show up first in a google search—and let go of your concerns. The key is to enlist the help of an expert who’s been there before. I’m not talking about your friend who recently retired. Sure, you can ask your buddy who retired last year. He’s been through it … once. Once more than you. As I know you know, that’s not good enough. There’s just too much at stake. You need someone who has been through the process hundreds of times, someone who’s made it his or her business to know the right answers to all your questions. Someone you can count on. Someone to do your worrying for you. Someone you can trust.


So how do you find a truly great financial advisor who can take the worry out of your retirement?


That’s where this book comes in. I wrote it precisely for someone like you because I know how important it is to get the right kind of help when you’re ready to retire—and I also know how difficult it is to find a financial advisor who has the expertise you need.


Early in my career as a financial advisor, I developed a particular interest in working with people who were nearing retirement age or who had already retired. The more I focused on that area, the more retirees came to me looking for help. I loved it, mostly because I knew I could help these individuals the most: They had to do well because they couldn’t go back to work, or at least it would be very hard to do so. Any mistakes they made were permanent, and I could help them avoid those. And there was something more. Retirees tend to be realistic. They’ve been around the block enough to know there’s no such thing as a big return with no risk, and they appreciate straight talk. That’s the way I like to do business … the only way. And that’s exactly the straight talk I’m offering you in this book.


In the pages that follow, I’ve outlined a five-step plan you can use to find an advisor who has the training, the experience, and the heart to manage your money during your retirement years, so you can quit worrying about it and enjoy your retirement the way you always hoped you would. I’m not pulling any punches here. Finding the right advisor takes some effort. You’ll need to dig into the details enough to know which questions to ask and how to tell the difference between an excellent answer and a great big red flag. But I promise you, it’s worth the time and energy to get it right. There are plenty of advisors out there who will steer you wrong because they don’t know enough, or don’t care enough, or they’re more concerned about increasing their own wealth than protecting yours. And there are advisors who can effectively apply their knowledge, expertise, and commitment to your well-being to make sure you make the most of your financial resources at this critical time in your life.


Having been on the inside of this business for almost four decades now, I’ve seen the best and the worst of what financial advisors can do, and I know what separates the good ones from the bad ones. I’ve created a process that will allow you to weed out the ne’er-do-wells and the well-intended but ill-prepared candidates. With my five-step process you’ll be able to find an advisor you can trust, someone who will manage your money wisely, applying strategies that make sense for you at this stage in your life, and who can also advise you on the many questions and concerns you have about how to spend the money you worked so hard to accumulate.


My goal is to help you find an advisor who will help you enjoy the worry-free retirement you deserve, so you can be free to make your golden years the most meaningful and rewarding years of your life.


Let’s get started.


 




ADDITIONAL RESOURCES FOR READERS





Please visit www.RandyThurman.com to find more information on topics covered in this book, as well as printable PDF files of scripts and score sheets you find throughout the pages of this book.
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Chapter One


Now That You’re Retired, Do You Need a Financial Advisor?


You’ve worked long and hard for many years and paid careful attention to how you managed your money, so that one day you’d be able to retire with the peace of mind that comes with financial security. That day has finally come: you’re retired!


What happens next?


Assuming you’ve taken a moment to celebrate and give yourself a huge high-five, it’s time to reap the rewards of all those years of careful planning. To do that well, you’ll need to manage your money just as carefully today as you did when you were saving to achieve the financial security you have now. But it’s different now. You’re entering a different phase in your professional life, and in your personal life as well. That means your financial needs are changing, too. It only makes sense, then, that your approach to managing your money will also change.


But what will those changes look like? Are there pitfalls you need to be aware of that are different from those you learned to avoid when you were building your retirement fund? Should your investment strategy change once you start taking money out of your savings instead of putting money in? What about taxes? Are the tax laws for a retiree different from those that apply to a younger investor?


This is a small sampling of a very long list of questions you’ll need to ask as you prepare for this important and well-earned transition. If you’ve been managing your own portfolio up to now, you’ll need to do some serious research just to learn what’s different about managing it during your retirement years. If your accounts have been handled by someone else (friend, in-law, barber), do they know your specific needs as a retiree? Do you want to have more control and flexibility? Even if you’ve been using the services of an independent financial advisor, he or she may not have the specialized training and expertise necessary to protect a retiree like you from potentially disastrous mistakes. It would be a cruel tragedy if, after so many years of saving and planning for the future, your retirement is cut short because you fail to make the necessary adjustments to the way you manage your accounts, and you suddenly find yourself dangerously short of money.


With so much at stake, you might be inclined to take the bull by the horns and learn everything you can about retirement investing. After all, hiring an advisor costs money, and frugality may seem more important now than it’s ever been. Then again, you’ve probably learned there are times when hiring an expert with specialized training and experience is worth the expense.


Do you have the wherewithal to take on the task yourself? Or is hiring a professional the right choice for you? There’s a lot riding on that decision. That’s why I’ve broken it down to two simple questions you can ask yourself to help you choose wisely.


• What does it cost to hire a financial advisor?


• Do you have what it takes to handle your investments yourself?


What Does It Cost?


It’s impossible to estimate the dollar amount a financial advisor is likely to charge because there’s a huge range in costs; plus there are a number of different ways advisors calculate their fees. To keep it simple, advisors fall into two categories:


• those who earn their money exclusively from fees they charge their clients


• those who earn commissions by selling investment products


Among fee-only advisors, some charge a flat fee, some charge an hourly rate, and others charge a fee based on a percentage of the assets they manage for you. Most require you to pay a minimum annual or quarterly fee, and the minimum can be anywhere from $100 on up to $20,000. Hourly rates can run between $100 and $1,000 or more. Those who charge a percentage of your investment account often base the percentage on a variety of factors, such as the scope of the work they do for you and the type of account you have. Typically, the more money you have, the lower the percentage (because 1% of a very large account generates more money than 1.25% of a fairly small account).


Commission-based advisors collect a commission each time they buy or sell an investment for you. In this scenario, it’s very difficult to know what the costs will be ahead of time, but it can be an expensive arrangement. Those commissions add up—and if the advisor’s income is based on how often he buys and sells investments for you, will he make those transactions only when they’re in your best interest, or when he needs to meet his sales quota? (If you’re getting the impression I don’t recommend commission-based advisors, you’re correct … but more about that later.)
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