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Will I run out of money in

retirement?

How am I going to 
be able to afford

college 
for my kids?

YOU HAVE QUESTIONS...

WE HAVE ANSWERS
ARE YOU OVERWHELMED BY THOUGHTS ABOUT 

YOUR RETIREMENT OR AFFORDING COLLEGE FOR YOUR KIDS? 
DO YOU WANT A SECOND OPINION ON YOUR CURRENT PORTFOLIO?  

WE CAN HELP YOU TO BETTER UNDERSTAND 
AND PLAN FOR YOUR FINANCIAL FUTURE.  

How can I make sure 

taxes 
don’t eat up my

estate
when I die?

CALL ME TODAY FOR A FREE FINANCIAL CONCERNS CHECKLIST!
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PROTECTING OUR COMMUNITY
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Before you make any extra mort-
gage payments, consider some fac-
tors.
   
Should you own your home free 
and clear before you retire? At 
first glance, the answer would seem 
to be “absolutely, if at all possible.” 
Retiring with less debt … isn’t that 
a good thing? Why not make a few 
extra mortgage payments to get the 
job done?  In reality, things are not 
so cut and dried. There is a funda-
mental opportunity cost to consider. 
If you decide to put more money 
toward your mortgage, what could 
that money potentially do for you 
if you were to direct it elsewhere?  
In a nutshell, the question is: should 
you pay down low-interest debt, or 
should you invest the money into a 
tax-advantaged account that could 
potentially bring you a strong re-
turn?  

Relatively speaking, home loans 
are cheap debt. Compare the in-
terest rate on your mortgage to the 
one on your credit card. Should 
you focus your attention on a debt 
with 6% interest or a debt with 15% 
interest? You can usually deduct 
mortgage interest, so if your home 
loan carries a 6% interest rate, your 
after-tax borrowing rate could end 
up being 5% or lower. If history is 
any barometer, your home’s value 
may increase over time and infla-
tion will effectively reduce the real 
amount of your mortgage over time.

Making mortgage prepayments 
may not be the right choice. It’s 
important to look at the math and 
examine the tradeoff between 
prepaying your mortgage and tax-
deferred retirement savings. In her 
MSN Money article Should I Save 
More for Retirement or Pay Down 
My Mortgage?, Stacy Johnson 
noted “For most people, mortgage 
interest is tax-deductible, retirement 
plan contributions are deductible 
and their earnings are tax deferred. 
This tax arbitrage makes retirement 
contributions a better choice, at least 
for some.”1  You save taxes on each 
dollar you direct into IRAs, 401(k)
s, and other tax-deferred investment 
vehicles. Those invested dollars 
have the chance for tax-free growth. 

If you are like a lot of people, you 
may enter a lower tax bracket in 
retirement, so your taxable income 
and federal tax rate could be lower 
when you withdraw the money out 
of that account.  Another potential 
benefit of directing more funds 
toward your 401(k): If the company 
you work for provides an employer 
match, then you may be able to 
collect more of what is often dubbed 
“free money”.

Let’s turn from tax-deferred 
retirement investing altogether and 
consider insurance and college 
planning. Many families are un-
derinsured and the money for extra 
mortgage payments could option-
ally be directed toward long term 
care insurance or disability cover-
age. If you’ve only recently started 
to build a college fund, putting the 
assets into that fund may be prefera-
ble.  Let’s also remember that mon-
ey you keep outside the mortgage 
is money that is generally easier to 
access.

What if you owe more than your 
house is worth? Prepaying an un-
derwater mortgage may seem like 
folly to you – or maybe you really 
love the house and are in it for the 
long run. Even so, you could real-
locate money that could be used for 
the home loan toward an emergency 
fund, or insurance, or some account 
with the potential for tax-deferred 
growth – when all the factors are 
weighed, it might look like the bet-
ter move. 

Think it over. It really comes down 
to what you believe. If you are bear-
ish, then you may lean toward pay-
ing off your mortgage before you 
retire. There is no doubt about it - 
when you pay off debt you owe, you 
effectively get an instant return on 
your money for every dollar. If you 
are tantalizingly close to paying off 
your house, then you may just want 
to go ahead and do it because you 
love being free and clear. 

On the other hand, model sce-
narios may tell you another story. 
After the numbers are run, you may 
want to direct the money to other fi-
nancial priorities and opportunities, 
especially if you tend to be bullish 
and think the market will perform 

along the lines of its long-term his-
torical averages.

No one path is right for every-
one. If you’re unsure which direc-
tion may be most beneficial to you, 
speak with a qualified Financial 
Professional.
  
Dominic Lucente may be reached at 
603.645.8131 or dominic.lucente@
LPL.com   Dlucente.com 
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Chandronnait Tennis Academy      

                           33 Dunbarton Center Road, Bow 
 
                   INDOOR COURT TIME AVAILABLE 
   *No membership fee required and seasonal rental available! 
   *Located in Bow (only minutes from Concord) 
   *New Roof, New Heaters, Recently Resurfaced, Indirect Lighting 
   *Only $9.00 per person per hour doubles and $18 for singles 
   *Check us out with a FREE hour of court time (Expires 10/31) 
 
Contact Alan Chandronnait, 774-3839 to reserve your court 


