
your file cabinet to this year's tax return so that you can
keep track of important paperwork.

Retirement planning

If you're working and you received a pay increase for
this year, don't overlook the opportunity to increase
your retirement plan contributions by asking your
employer to apply a higher percentage of your salary.
This year, you may be able to contribute up to $16,500
to your retirement plan at work ($22,000 if you're age
50 or older). If you have a traditional IRA, you may also
want to weigh the benefits of converting it to a Roth
IRA this year, when you may be able to take advantage
of a special deferral rule that applies only to 2010
conversions. This deferral rule gives you the option of
reporting half of any resulting taxable income that
results on your 2011 tax return and half of the income
on your 2012 return.

If you're already retired, take a new look at your
retirement income needs and whether your current
investments and distribution strategy will continue to
provide enough income.

Mid-year is an ideal time to take a look at your finances,
because the demands on your time may be fewer, and the
planning opportunities greater, than if you wait until the
end of the year. Here are a few tips to get you started.

Identifying your needs

Financial plans often need to be modified when personal
circumstances change. Answering these questions can
help you identify the financial issues you want to address
within the next few months.

• Are any life-changing events coming up soon, such as mar-
riage, the birth of a child, retirement, or a career change?

• Will your income or expenses substantially increase or
decrease this year?

• Are you concerned about the performance of your invest-
ment portfolio?

• Do you have any needs or concerns that you would like
to address?

Tax planning

Completing a mid-year estimate of your income tax
liability can reveal tax-planning opportunities. You can
use last year's tax return as a basis, then make any
anticipated adjustments to your income and deductions
for this year. Check your withholding, especially if you
owed taxes when you filed your most recent income tax
return or if you received a large refund. Doing that now,
rather than waiting until the end of the year, will help you
avoid a big tax bill or having too much of your money
tied up with Uncle Sam. If necessary, adjust the amount
of federal or state income tax withheld from your
paycheck by filing a new Form W-4 with your employer.

One of the easiest things you can do right now to help
avoid missed tax-saving opportunities for the year is to set
up a system for saving receipts and other tax-related
documents. This can be as simple as dedicating a folder in
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Investment planning

Have you recently reviewed your portfolio to make sure that your asset
allocation is still in line with your financial goals, time horizon, and
tolerance for risk? Though it's common to rebalance a portfolio at the
end of the year, if the market is volatile, you may need to rebalance more
frequently.

Insurance planning

Do you know exactly how much life and disability insurance coverage
you have? Are you familiar with the terms of your homeowners, renters,
or auto insurance policies? If not, it's time to add your insurance policies
to your summer reading list. Insurance needs frequently change, and it's
possible that your coverage hasn't kept pace with your income or family
circumstances.

Each of our Certified Financial Planners at New Wealth Advisors
possess the breadth and depth of expertise in each of these areas to
thoroughly assist you with any of these planning items.  Please feel free
to contact us to review any or all of these items pertaining to your
particular financial objectives.

Evaluating Risk in Your Portfolio
If you're like most people, you probably
evaluate your portfolio in terms of the
return it earns. However, as we were all
reminded in 2008, returns aren't the
only factor you should consider when

determining whether your portfolio is allocated appropriately. Also
important is the level of risk you take in pursuing those returns.

There are a number of ways to estimate the level of risk in a portfolio.
The term "risk" is often used interchangeably with "volatility," the
tendency of a portfolio's value to rise or fall sharply, especially within a
relatively short period of time. However, for many people, a portfolio is
simply a means to an end – paying for retirement or a child's college
tuition, for example. In that context, "risk" also means the risk of not
meeting your financial needs.

Volatility measures

One of the most common measures of
volatility is standard deviation, which gauges
the degree of an investment's up-and-down
moves. It shows how much the investment's
returns have deviated from time to time from
its own average. The higher the standard
deviation of an investment or portfolio, the
bumpier the road to those returns has been.

Another way to assess a portfolio's volatility is to determine its beta.
This statistic compares a portfolio's ups and downs to those of a
benchmark index, such as the S&P 500, and indicates how sensitive the
portfolio might be to overall market movements. An investment or
portfolio with a beta of 1 would have exactly as much market risk as its
benchmark.

The higher the beta, the more volatile the portfolio. A beta of 1.05
means the portfolio involves 5% more market risk than the benchmark
to which it's compared. If the benchmark rises 10%, a portfolio with a
beta of 1.05 should theoretically rise 10.5%; a fall of 10% in the
benchmark should mean a corresponding 10.5% decline in the
portfolio.

A 0.95 beta means a portfolio has 5% less market risk than that
index; in theory, the portfolio would rise and fall 5% less than the
benchmark. However, remember that investments also have unique
risks that are not related to market behavior. Those risks can create
volatility patterns that are different from the underlying benchmark.

The risk of not achieving your goals

Another way to evaluate risk is to estimate the
chances of your portfolio achieving a desired
financial goal. In this case, "risk" means not
volatility but the odds that your portfolio will
succeed in meeting a specific financial
liability. A technique known as Monte Carlo
simulation uses computer modeling based on
multiple scenarios for how various types of
investments might perform based on their
past returns.

Though past performance is no guarantee of future results, such a
projection can estimate how close your plan might come to meeting
a future target amount.

Let's look at a hypothetical example. Let's say Bob wants to retire in
15 years. A Monte Carlo simulation might suggest that, given his
current level of saving and his portfolio's asset allocation, Bob has a
90% chance of achieving his retirement target. If he chose to save
more, or slightly modify his portfolio allocation, he might increase his
odds of success to 95%. Or Bob might decide that he's comfortable
with having an 85% chance of success in reaching his target amount
if that also means his portfolio might be less volatile. The Monte
Carlo simulation run by New Wealth Advisors provides for literally
10,000 iterations of your personally tailored financial projections,
providing extreme insight into the probability of you achieving your
various goals.  This unparalleled level of clarity allows you to make
early and painless adjustments NOW rather than trying to get things
on track later, at a much higher degree of risk and financial pain.

Are you getting paid enough to take risk?

Another approach to thinking about portfolio risk involves the
reward side of the risk-reward tradeoff.

You can compare a portfolio's return to that of a relatively risk-free
investment, such as the inflation-adjusted return on a short-term (3
months or less) U.S. Treasury bill. Modern portfolio theory is based
on the assumption that you should receive greater compensation for
taking more risk, though there's no guarantee it will work out that
way, of course. A stock should offer a potentially higher return than
a Treasury bond; the difference between the two returns is the equity's
risk premium. A small-cap stock that's relatively new should offer a
higher risk premium than a well established, dividend-paying stock.
While understanding risk premium doesn't necessarily minimize risk,
it can help you evaluate whether the return you're getting is worth the
risk you're taking. 

Whatever your approach to portfolio risk, understanding the nature
and level of the risks you face can be critical in sticking to a long-term
investing strategy.

As always, understanding risk in this manner is most beneficial when
combined with a clear vision for one’s personal financial life plan.
Beginning with the end in mind, whatever such end may be, should
drive the level of risk undertaken in any portfolio.

Understanding the

nature and level of the

risks you face can be

critical in sticking to a

long-term investing

strategy."
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Loss Carrybacks Extended to Five
Years
The following is a recent blog post by Craig A. Eaton, CPA, MST and
Partner of MFA - Moody, Famiglietti & Andronico.

Although there is some evidence that the credit market is loosening, it
is clear that the harsh lending environment of the past two years has
taken a toll on a wide range of businesses. There are, however, tools
that provide temporary help, including the government’s current
policy on “loss carrybacks.”

As part of the original stimulus bill, the loss carryback provision gave
qualifying companies that registered a loss on their current income tax
return the opportunity to extend that loss into previous, profitable
years. Under the adjusted regulations, the field of qualifiers has been
expanded to include most companies, and a loss booked for the 2008
or 2009 calendar year (but not both) can be carried back up to five
years through amended returns.

A CNN article on loss carrybacks points out that the provision has
resulted in “some giant refunds for big businesses — troubled
homebuilder Lennar recently booked a $353 million tax gain from
the provision — and a much bigger hit to the nation’s coffers. The
Joint Committee on Taxation estimates the carryback change will cost
the government $33.2 billion this year, though the 10-year cost of the
break is smaller, because companies won’t be carrying 2009 losses
forward to reduce their future tax bills. The committee’s estimate of
the 10-year cost is $10.4 billion.”

The move isn’t unprecedented. According to an article in CFO
Magazine, the Bush Administration provided a similar opportunity
following 9/11, and in 2009 the original amendment was available
only to businesses with less than $15 million in revenue. This time it
applies to businesses of all sizes and includes pass-through entities as
well as C-corporations.

Anecdotal evidence suggests that companies are finding real benefit -
albeit short term - in the carryback provision. Is it a measure you
think will aid small to midsized companies through to a recovery?

ASK THE EXPERTS 

I started a business that lost
money this year. Do I have a net
operating loss (NOL)?
If you're a sole proprietor and your business expenses exceed your
business income, you have a reportable loss for income tax purposes.
You're generally able to apply this loss against any wage income or
other business income that you have (wages are considered business
income) and any nonbusiness income (e.g., interest) that remains after
taking your allowable nonbusiness deductions. If you still have a
business loss remaining after offsetting all your income, you have a
"net operating loss" for the year. The net operating loss (NOL)
calculation is very complicated, though. For example, certain items,
like personal exemption deductions and other nonbusiness
deductions, aren't allowed in calculating an NOL.

The general rule is that you get to carry back an NOL for 2 years. This
means that you can apply the NOL as a credit against income that was
earned in – and reported on the tax returns for – the 2 years preceding
the year in which you have the net operating loss. Any remaining loss
is carried forward for up to 20 years after the year in which you have
the NOL. You can, however, choose not to carry back the NOL to the
prior 2 years and simply carry forward the entire NOL.

While NOLs are generally allowed to be carried back 2 years, special
rules apply to NOLs incurred in 2008 and 2009 that allow NOLs to
be carried back for up to 5 years. There are also exceptions to the
general 2-year carryback rule, and alternative minimum tax (AMT)
implications. Even in the most straightforward cases, NOLs are
complicated.

If you have an NOL, you'll want to read IRS Publication 536, Net
Operating Losses (NOLs)for Individuals, Estates, and Trusts, and the
instructions for IRS Form 1045, Application for Tentative Refund. You
should also consider discussing your situation with a tax professional.

Is it too late to take advantage of
the special 2009 net operating loss
(NOL) rules?
The Worker, Homeownership, and Business Assistance Act of 2009
(WHBAA) included a provision that allows almost all taxpayers with
business losses to make an irrevocable election to carry back losses
incurred in either 2008 or 2009 for up to 5 years (the election can
only be made for 1 year, however). Specifically, you're able to elect to
extend the general 2-year NOL carryback period to 3, 4, or 5 years;
NOLs carried back 5 years can offset up to 50% of the taxable income
from the fifth year, and 100% of the taxable income from the other
carryback years.

Even if you took advantage of a similar provision in earlier legislation
to carry back a 2008 NOL, you're still able to elect to carry back a
2009 NOL under the provisions of the WHBAA. Certain taxpayers
are specifically excluded from making the election, however. For
example, any business in which the federal government acquired an
equity interest pursuant to the Emergency Economic Stabilization Act
of 2008 (i.e., a "TARP" recipient) is not eligible. Special rules apply
to insurance companies.

If you're a calendar-year filer, you have to make the WHBAA election
by the due date of your 2009 federal income tax return, including
extensions. This deadline applies regardless of whether you're making
the election for a 2008 NOL or a 2009 NOL. If you filed your 2009
federal income tax return by April 15, 2010, without making an
election, you have until October 15, 2010, to do so.

You can make the election in one of two ways. You can attach an
election statement to the federal income tax return or amended return
for the tax year in which the loss is incurred. Or, you can attach the
election statement to the carryback form itself (1040 filers would use
Form 1045 or Form 1040X). Your election statement must contain
specific language. You can find more information by checking the IRS
website (www.irs.gov) or by talking to a tax professional.
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ASK THE EXPERTS (CONTINUED) 

For more information or to discuss the content of this
newsletter, please contact:

Jeffrey R. Arsenault, CPA/PFS, MST, CFP®, RLP®

Partner and Senior Wealth Advisor
(978) 557-5395
jarsenault@newwealthadvisors.net

New Wealth Advisors, LLC
1 Highwood Office Park
Tewksbury, MA 01876
www.newwealthadvisors.net

This newsletter contains general information that is not suitable for everyone. The
information contained herein should not be construed as personalized investment
advice. Past performance is no guarantee of future results. There is no guarantee
that the views and opinions expressed in this newsletter will come to pass. Investing
in the stock market involves gains and losses and may not be suitable for all
investors. Information presented herein is subject to change without notice and
should not be considered as a solicitation to buy or sell any security. 

New Wealth Advisors, LLC (“New Wealth Advisors”) is an SEC registered invest-
ment adviser with its principal place of business in the State of Massachusetts. New
Wealth Advisors and its representatives are in compliance with the current notice
filing requirements imposed upon registered investment advisers by those states in
which New Wealth Advisors maintains clients. New Wealth Advisors may only
transact business in those states in which it is notice filed or qualifies for an exemp-
tion or exclusion from notice filing requirements. Any subsequent, direct commu-
nication by New Wealth Advisors with a prospective client shall be conducted by a
representative that is either registered or qualifies for an exemption or exclusion
from registration in the state where the prospective client resides. 

My QPRT has terminated. What
do I do now?
If the grantor outlives the term of a Qualified Personal Residence Trust
(QPRT), the residence passes to the remainder beneficiaries. At this
time, several things need to happen. Here's a quick checklist:

• Transfer title of residence: The trustee of the QPRT must transfer own-
ership of the residence from the name of the trust into the names of
the remainder beneficiaries. This is done by recording a new deed in
the registry where the property is located.

• Pay fair market rent: If you want to continue to live in the residence
full-time, or if you want to use it periodically, such as for vacations,
you'll have to pay fair market rent to the remainder beneficiaries. This
will help to further reduce the value of your estate federal gift tax free,
or without using any more of your $1 million lifetime gift tax exemp-
tion, because the rent payments won't be considered gifts. Note that
it's important to execute a written lease.

• Shift payment of expenses for the property to the remainder beneficiar-
ies: During the term of the trust, the grantor typically continues to
pay the expenses for upkeep of the home, such as maintenance, taxes,
and repairs. When the QPRT terminates and ownership shifts to the
remainder beneficiaries, so does the obligation to pay those expenses.
Note that the income tax deduction for real estate taxes shifts as well.

• Do not repurchase the residence: An IRS ruling prohibits the grantor,
the grantor's spouse, and any entity benefiting the grantor or the grantor's
spouse from repurchasing the residence either during the trust term or
afterwards.


