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Many people, when they think about
financial planning, they think of a
plan that focuses on their personal
goals and those of their immediate
family. What do they need to
consider and understand about
intergenerational planning?

DAN: Everyone needs to
understand that at some point the
planning that your parents did or
did not do may impact you. What I
generally find is that those impacts
can fall into three categories. It can
impact you financially, structurally
or emotionally. These are the ways we
connect with generations ahead of us
and behind us.
People are living longer, and with
those longer lives come long term care
needs including financial support.
In our 2018 Planning and Progress
Survey, Northwestern Mutual found
that 52% of Americans ages 65+ will
require some form of care, but only
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do I live in relation to my parents or
siblings? Understanding these 3 things
is essential to your intergenerational
planning.

“ The first thing I would always
do is I encourage people to
get involved in their 401(k)
or their 403(b). Whatever
amount, I think the hardest
part is just starting it. If they get
that started, even if it’s $50 a
pay check, you have to show
them that they won’t miss it. ” –
STACEY A. SPEDDENIRRGANG
about 27% have planned for it, and the
caregivers (the children) are the ones
filling in the financial gaps. There’s
an emotional burden, as well, that
people don’t want to think about: How
does that feel if you’re going to care
for a parent? Or how does that feel as
a parent that’s going to need to care
for an adult child because they didn’t
plan? And logically, you have to think
about the structural component. Where

KATHY: Communication is key to
intergenerational planning. Younger
generations seem to understand the
importance of planning for themselves,
their children and their parents
and how they are interconnected.
However, I often see that older
generations (i.e., parents) are more
private about their personal finances
and may limit detailed discussions
about their situation with their kids.
In fact, as Dan said, the parents may
or may not have even done planning.
Suppose, for example, that parents
had insufficient assets to be used for
long term care; the children need to
be aware of that in case they become
the caregiver or fund other options to
take care of their parents.
Part of that intergenerational
planning that we talked about is
planning for your child’s education.
What should parents do now so that
they or their kids can reduce college
debt?
ROGER: When you’re thinking
about the next generation, education is
critical. I’ve long been a big supporter

of 529 college savings plans. For people
who have above average income,
there’s a very nice tax benefit. For
people who may not see taxes as their
top priority, it’s still psychologically
beneficial to have money ear-marked
for education. I guess the key takeaway
is don’t assume you’re going to get a
lot of financial aid if you’re doing okay
financially. Don’t let financial aid deter
you from saving for college.
DAN: First, you need to decide
on a family philosophy for education
early on: Are you sending each of your
children to comparably priced private
schools? Do you feel it’s important
for them to graduate with no student
loans? Second, you need to work with
someone to understand the financial
impact of that philosophy. There is no
right or wrong answer, but you have
to agree and feel comfortable about it.
Many people assume you need to put
money in a 529 plan. That may work. It
may not work depending on what you
want the outcome to be. Don’t assume
that it is the blanket answer for all
families.
ROGER: I like to tell people, “You
don’t have to save for Princeton. You
can save for two years of community
college and two years of commuting
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monthly statement. Credit card debt is
a slippery slope that can be devastating
to someone’s financial security due to
the typical high interest rates.
The second challenge I see, especially
with young adults, is that they don’t
start to save for retirement early
enough. The power lies with the time
they have to save and grow their assets.
This can result in an inability to attain
financial independence in retirement
because of the potential loss of decades
of compounding. As Stacey said, adult
children should begin contributing
to their 401(k) with their very first
paycheck.

GETTY IMAGES

to a state school.” Something to get
them a degree as a starting point, and
then if your priorities change and your
situation changes, yes, you can always
put more in.
What are some easy tips you would
give to someone just entering the
workforce and wants to start
building a portfolio and savings?
STACEY: The first thing I would
always do is I encourage people to get
involved in their 401(k) or their 403(b).
Whatever amount, I think the hardest
part is just starting it. If they get that
started, even if it’s $50 a pay check,
you have to show them that they won’t
miss it.
The other big thing that I push people
to do is to build their own emergency
savings. I think these days there’s just
not enough focus on just savings in the
bank so if you have an emergency or if
you have something big happen, you’ve
got some backup and you’ll avoid
taking money out of a retirement plan.
Let’s talk about the savings because,
as Stacey said, the hard part is just
getting started. How do you start to
have the conversation about debt
planning?

STACEY: Everybody hates the word
‘budget,’ but I think the big thing is to
figure out when somebody first starts
working, what’s coming in and what

has to go out. I find that more likely
than not, there still is a surplus. The
problem is we spend what we have.
If you can really make sure that you
know what you have and what has to
go out, then whatever that surplus is,
put it into your retirement plan or put
$20 into your savings each pay. Over
time it really does add up.

emergency fund and pay off my debts
and all of that.” So, then the next step
is, okay, can you start with 6% to get
your full company match and then
increase it by 1% per year? If you can
get on an automatic plan to do that 1%
or 2% bump up in your savings rate
every year, you can get on track pretty
quickly.

LARRY: When I graduated from
college, a friend gave me a book titled
“Rich Dad, Poor Dad” by Robert Kiyosaki. Kiyosaki was more focused on
real estate than he was stock or bond
investments, but the main message
he sends home is, “Pay yourself first.”
When I’m talking to somebody who’s
just entering the workforce, the message is always “Pay yourself first”.
Before you pay BG&E, before you
make the rent or mortgage payment,
before you go buy the hot new car you
have always wanted, make sure you’re
paying yourself first. If you have an
employer sponsored savings plan, like
a 401(k), that’s the easiest way to pay
yourself first because your savings goes
on autopilot. It’s forced savings. But
you’ve got to pay yourself first.

STACEY: I think a lot of the
education really needs to come
from parents and, believe it or not,
employers. I work with a lot of
employers and my big push is to get
employers to educate the employees.
Make it important! I think that’s who
younger people are looking to for
direction and advise. When you get
a job, you’re looking at how did that
person get where they are, right? I
think that it would be important that
employers do more of that educating
within the firms.

ROGER: Living within your means
is absolutely key. Your housing, your
car, and food are three huge costs, and
if you make smart decisions in those
three areas, it goes a long way toward
managing your expenses.
We also talk in our business about
ways to think about savings. One of the
big ones is saving 15% of your salary
toward retirement, and that includes
any employer match. A lot of young
people say, “Wow, I can’t possibly save
15% towards retirement and have an

Here’s a creative way to address these
issues for your children in order
to reduce the likelihood of these
challenges facing them in adulthood.
When children receive their first
allowance, let’s say at age 5, give them
three glass jars that are labeled Saving,
Spending, and Sharing. Each week,
the child places their allowance in
predetermined amounts into the jars
– for example, $1.50 for saving; $3.00
for spending; and $.50 for sharing.
This teaches them that they only have
$3 to spend that week and that they
are saving $1.50 weekly for something
big they might want in the future.
When they go to the toy store with
their parents, they should bring their
Spending Jar with them. It’s important
for them to actually see that spending
money makes the jar get empty.
Borrowing between the jars is not
allowed. This is their first introduction
to budgeting and hopefully will reduce

What role at a minimum should
employers play, but secondly, when
do you start to educate?
KATHY: There are two financial
challenges that I often see with adults
that can be addressed handily with
children at a very young age. The first,
spending more than they make, is
another way of examining our favorite
word, “budget”. It’s important for
children to learn their spending limits
early on, understand trade-offs, and
take responsibility for their decisions.
Without this understanding, they could
enter adulthood thinking that it’s ok to
spend more than they make with the
use of credit cards. Our fundamental
rule with credit cards is to never charge
anything that can’t be paid off at each

“I’ve long been a big supporter of 529 college savings plans.
For people who have above
average income, there’s a very
nice tax benefit. For people
who may not see taxes as their
top priority, it’s still psychologically beneficial to have money ear-marked for education. I
guess the key takeaway is don’t
assume you’re going to get a lot
of financial aid if you’re doing
okay financially. Don’t let financial aid deter you from saving
for college ” – ROGER YOUNG
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the possibility of credit card debt as
an adult.
The Saving Jar is similar – it teaches
children the importance of saving
a portion of income, whether from
an allowance or (in later years) a
paycheck. As the children get older
(i.e., teenagers) and get their first job,
they should be encouraged to open
a Roth IRA for their saving, much as
they did with their Saving Jar. The
parent might even offer to “match”
what they save in their Roth IRA which
introduces them to the importance of
an employer match of a 401k. By the
time they reach adulthood, saving from
income should come natural to them.
Imagine what a retirement account
would look like that was started at the
age of 21.

“The wealth management industry has
changed from a transactional relationship
to an advisory relationship. Instead of
recommending that a client sell “ABC” and
buy “XYZ”, we now help them identify
their major financial goals and objectives
and advise them on how to achieive those
goals.” – LARRY D. HOLMES JR.

Earlier this year, a wealth
management advisor that tweeted
about how much Millennials should
have saved by age 35 got a lot of
negative pushback. What are you
doing to attract millennials and to
change their mindset about being
able to save?

The Sharing Jar teaches children to help
those who are less fortunate. By instilling in them the concept of sharing a
small amount of allowance each week
to help a cause – whether it’s the SPCA
because they have a pet or the Komen
Foundation because their grandmother
had breast cancer, or whatever – it’s a
great lesson for them.

STACEY: I think for those of us
that are a little more seasoned in the
business, it is a great time to bring
millennials in because if you make
them part of your practice then they
will hopefully attract their friends and
so forth. I know that in our office it is a
huge focus. We run a very large intern
program where we are bringing kids in
from colleges and trying to transition
them into our individual practices
within Heritage.

At the end of the day, teaching children
the skills to manage their money is a
paramount responsibility for all parents.

I think a couple other ways in which
to attract millenials is to stay on the
cutting edge of technology and social

media. You need to make sure that
things are extremely user-friendly
because I find that millennials like
to do it themselves, but they want
to make sure they’re doing the right
thing. They want the ‘okay’ and they
want to have the discussion and hear
your advice, but then they want to be
able to act on their own too. I think for
those of us who are in more traditional
planning firms, we have to transition
our businesses to accommodate that
type of business.
KATHY: My entire team is
comprised of millennials which is
extremely helpful to understand
and navigate the mindset of this
generation. What I’ve learned about
this group is that they are smart, techsaavy, and care deeply about their
relationships. They are excellent at
time management and expect the
same of their advisors. They also are
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curious enough to want to know
how and why things work instead of
just taking answers at face value. To
that end, I take a holistic approach
to working with millennials to help
them articulate and achieve their
financial goals. This comprehensive
approach targets multiple issues such
as cash flow, investment management,
retirement planning, college funding,
risk management and estate planning.
I also work with their other advisors
to build a team which addresses the
importance they place on relationships
ROGER: The ‘By age 35’
Twitterstorm came out right as our
firm was reanalyzing our savings
benchmarks . I still believe that
it’s appropriate to provide those
benchmarks. However, now we give
ranges—for example, aim for savings
of 2 ½ to 4 times your salary at age 45,
depending on your income and other
factors. The important thing for us,
in addition to making those ranges
realistic, was to give people some hope
if they’ve fallen behind. And if you’re
35, you still have time to catch up.
We talk a lot about age when
planning for retirement. How
important is life stage?
LARRY: I think it plays a much
more important role than age. Age
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(L-R) Dan Schiffman, Stacey A. Spedden-Irrgang, Katherine Bays Armstrong, Larry D. Holmes Jr., and Roger Young
is just a number, where life stage is a
state of mind. Everybody in this room
can tell you about their 75-year-old
clients’ that are doing lots of traveling
and playing lots of golf and doing all
those things that they had envisioned
their retirement would look like. They
are very active because of their state
of mind.
We also have clients under 50 years old
who have had huge liquidity events
and are retired already. They’re not
living the same lifestyle of the typical
50 year old because of their life stage.
KATHY: I do agree with Larry for
most situations. Regarding financial
decisions, many are centered around
life stages – when you got married,
when you started a family, when
you’re retiring, etc. Having said
that, chronological age is still vitally
important for certain milestones. For
example, individuals do need to have a
clear idea of what year they are retiring
so that they can plan accordingly.
Their chronological age at retirement
calibrates how much to save to insure
that they are financially secure when
they retire. Likewise, chronological
age is imperative for Social Security
strategies, as well as the mandated ages
for Medicare and Required Minimum
Distributions from retirement
accounts. Age also becomes an issue
for underwriting purposes when
applying for insurances. Therefore,
for proper planning both life stage and
chronological age must both be taken
into consideration.
ROGER: Kathy is right that, there
are important ages to be considered
when you’re doing financial planning.
So just to throw a bunch out: 50, 55,

59 1/2, 62, 65, 67, 70, 70 1/2. All of
these are meaningful ages when it
comes to the rules around planning.
The interaction between that and your
life stage, that’s where the planning
comes in. How someone treats age 70
can be very different from how another
person treats age 70.
DAN: Life stage is critically
important. You need to first recognize
what life stage you’re in. Second, do
the planning that needs to be done for
that stage. Third, as part of that plan
prepare for the financial challenges
that will inevitably arise in your next
life stage. For example, as a recent
empty nester, you want to plan so
you can pay for your child’s college
education while still preparing for the
fact that you want to retire in 10 years.
What are the biggest challenges
for future retirees and what’s your
biggest challenge in getting people,
who you know need to plan, to start
to plan?

few people have a pension. We’ll call
Social Security half a leg, because, in
our opinion, social security will change
in some way going forward. So, for
most people, the only leg of that stool
you can depend on in 2018 is whatever
amount you have saved for yourself.
Unfortunately, many future retirees are
not adequately prepared for that reality.
ROGER: Healthcare costs are
a challenge that we’ve studied at T.
Rowe. We found that the bulk of your
healthcare expenses as a retiree are
reasonably predictable. You can figure
out how much Medicare is going to
cost. You can have some idea, if you
protect yourself with a Medigap plan,
how much your out of pocket expenses
could be. The real wild card is the
long-term care expenses that Kathy
mentioned earlier. That’s a tough one.
It’s hard to give a good answer, because
there aren’t great solutions that are
comprehensive and affordable for
most people.
So the retiree’s challenge is living life
as fully as possible, but protecting
against the risks. That’s a tough
balance to find.

LARRY: In our practice, we consult
and advise many corporate 401(K)
plans. I’ve been giving the same speech
to the participants of those plans for
the last 17 years, which is that our
grandparents had retired on a threelegged income stool. Those three legs
comprised of Social Security income,
typically some sort of pension income,
and lastly, any money that they had
saved for themselves. In 2018, very

KATHY: There are numerous
challenges for future retirees, among
them long term care costs, insufficient
retirement savings, income taxes, and
inflation. Because life expectancy is
so much longer today, the need for
comprehensive financial planning
is even more critical. CNBC has
identified a health care dilemma with
the following staggering statistics:
10,000 baby boomers are reaching
retirement each day with an estimated
70% of those estimated to need long
term care during their lifetimes.
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According to Genworth, the average
annual cost of a private nursing
home room in Baltimore last year was
$127,750. This again illustrates the
need for intergenerational planning
so that children are aware of potential
financial needs of their parents during
retirement. Think about this . . . if
someone retires at 65 years old and
lives to age 95, that’s 30 years of living
expenses that will need to be covered
with little (or no) employment income
to help. Financial planning is a must to
help individuals identify and navigate
their options.
DAN: The biggest challenge for
future retirees is having enough money
so they don’t outlive their assets. So,
(1) understand how much money
you need in order to enjoy a fulfilling
retirement while (2) appreciating
the impact of taxes, inflation, bad
markets, medical expenses, long term
care expenses, and the desire to leave
a legacy.
he challenge I have in getting people
to plan is simply time! My clients
usually only have to spend a couple of
meetings and about 3-4 hours with
me in order to create a solid plan. But
getting them to commit to dusting off
the old files of bank statements and tax
returns is difficult.
What are the one or two things I
have to be doing ten years from
retirement?
KATHY: The number one thing
you should do in the ten years
leading up to retirement is to create
a comprehensive financial plan and
build your priorities during retirement.
If you already have a plan, now’s the
time to update it. But if I had to name
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a few specific things to do in those
critical years, they would include:
maxing out contributions to 401(k)
(including catch-up contributions),
exploring long term care options,
developing a strategy for taking Social
Security benefits, and paying down
debt. If you have credit card debt,
that should be the first to go. Also
remember to apply for Medicare at
age 65 or you will be subject to lateenrollment penalties. With the objective
of financial independence, the goal of a
financial plan is to help individuals live
the life of their dreams for the rest of
their lives.

LARRY: When we create a
retirement plan for a client, we have
to be realists. When a client is unable
to reach their goals, whether it’s
retirement or any other goal, there are
four actions they can take. First, they
can save more money now. Second,
they can spend less money by reducing
their expenses. Third, they can
work longer. Lastly, the least desired
choice, is to take more risks with your
investments. But that’s pretty much
it. Sometimes we have to have some
tough conversations with clients about
controlling those components of their
financial lives that are controllable.

ROGER: I’d suggest two things.
One, take a hard look at your expenses
before you actually leave your job.

As you get closer to retirement, you
start to think about the legacy you
want to leave. How do you balance
the financial aspects with the more
personal side?

Second, suppose your kids are through
college and you’ve met some of your
other goals. That can be a good time
to shift your savings into overdrive. If
you can ramp up savings significantly,
it helps in two ways. It reduces your
current lifestyle creep and it increases
your assets for the future.
STACEY: I would say if you have
10 years, I would take a hard look at
expenses, but if you have debt, I would
want to get your debt paid down.
If you’re planning on staying in your
house, taking care of any of the big
expenses that could be looming . If
you’re going to need a new car, then
get that before you retire. What you
don’t want is to put in your retirement
papers and that weekend you need a
new roof, and then your water heater
goes. Try to get your house retirement
ready so that you don’t have these big
unexpected expenses.

ROGER: We think about preparing
for retirement, for people who are
doing reasonably well, with three
pillars. Your lifestyle, your health,
and then your legacy or the meaning
behind your goals. And yes, I think it’s
critically important as an advisor to
understand that personal side. What are
you saving for? What’s the long-term
vision or meaning for that money?
Someone coming into your office
might not know those answers right
away. It’s your job as an advisor to help
draw that out. That way you can be the
coordinator of all of the different types
of experts and aspects of planning. You
can help them talk to an estate attorney,
or a tax person, or an insurance person.
You can’t do that very well if you don’t
understand their motivations and goals.
The numbers are important too, but
putting those two together really helps
you serve your client.
DAN: I’m assuming that the
question refers to the tension between
“desire” and “ability” to leave a
financial legacy. So, here’s the thing –
EVERYONE leaves a financial legacy.
The question is, “Is it going to be
positive or negative?” It’s really not too
hard to make it a positive legacy. You
just need to do a little bit of planning.

“In our 2018 Planning and
Progress Survey, Northwestern
Mutual found that 52% of
Americans ages 65+ will require
some form of care, but only
about 27% have planned for it,
and the caregivers (the children)
are the ones filling in the financial
gaps.” – DAN SCHIFFMAN
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LARRY: It’s fun to have legacy
conversations with clients. I believe
advisors can add a lot of value in this
area because of our client experiences.
For instance, we were working with a
client who told us that he had just been
to an estate attorney and was just fine
with all of his assets transferring to his
children after he had passed. However,
as the conversation progressed, we kept
hearing tidbits that led us to believe
that he may prefer to start a gifting
process now. We presented him with
some ideas that would help educate his
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“My entire team is comprised of millennials
which is extremely helpful to understand and
navigate the mindset of this generation. What
I’ve learned about this group is that they are
smart, tech-saavy, and care deeply about
their relationships. They are excellent at time
management and expect the same of their
advisors. They also are curious enough to want
to know how and why things work instead of
just taking answers at face value.”
– KATHERINE BAYS ARMSTRONG

grandchildren and allow him to watch
his children enjoy their inheritance
now, rather than later. It was only
through our past experiences that we
were able to ascertain what the client’s
true intentions were.
As we wrap up our discussion, I
would like to learn what has been
the biggest change in the wealth
management industry over the past
decade and are there more changes to
come?
LARRY: That’s easy. The wealth
management industry has changed
from a transactional relationship to
an advisory relationship. Instead of
recommending that a client sell “ABC”
and buy “XYZ”, we now help them
identify their major financial goals and
objectives and advise them on how to
achieve those goals. Because of this
advice model, there has been a greater
emphasis on financial advisors creating
and working in teams. If you’re going
to provide advice about estate planning,
tax planning, philanthropic giving,
asset allocation, insurance and financial
planning, that can’t be done effectively
by one person. That is how advisory
teams were born.
Another major industry shift has been a
focus on working with a fewer number
of clients (or households). Ten years
ago, it was a badge of honor to have
more clients. You would hear advisors
boast about working with a 1000+
households. Now, advisors almost brag
about how few households they are
managing. This is occurring because we
are doing so much more for our clients
that we can’t provide the same level of
advice and service if we were to attempt
to serve too many clients.
Do you think that in general, people
understand the complete value from
working with a financial advisor?
LARRY: No, I don’t. If you
frequently read the Wall Street Journal
or Barron’s, you will start to believe
that investing has been simplified to
index funds, fee free investing and
robo portfolios. The investments
seemingly have become a commodity.

As advisors, we can’t allow that to
happen. We must continue to educate
our clients about all the pillars of
wealth management and we must
continue to protect clients’ from their
own emotions. In my opinion, that is
where the complete value of a financial
advisor is.
DAN: Northwestern Mutual recently
did our 2018 Planning and Progress
Study which showed that more than
half of Americans with an advisor felt
very financially secure compared to
only about 20% without an advisor.
Peace of mind is important, but so are
results. An advisor’s role is to look at
things, like proper asset allocation, not
making bad decisions at bad times, not
selling low, buying high. I know that
my clients really understand the value
that my team brings, but I’m not sure
that the general public really considers
the full psychological and quantifiable
impact.
ROGER: As a client you want to
think about what level of service you
need and the right provider for that
service. As for stock picking becoming
more commoditized, I would say
there’s still quite a bit of value in that
process as well. But you have to make
sure that you’re getting the right value
for what you’re spending on any
financial services.
STACEY: And I think people look to
us more these days as kind of a coach,
sometimes a therapist. The ultimate
at the end of a meeting is you just
want them to walk away with piece of
mind. Our job is to try and make all the
numbers work, and they may have to
adjust, work longer, save more, do all
these things that we talked about, but
I think what you get from an advisor
at the end of the day is you walk away
knowing that if you did everything that
you were advised to do, that you could
do, you have peace of mind that it’s
going to work out.

