Personal Financial Planning Books
Retirement
Darst, David M. The Little Book That Saves Your Assets, John Wiley & Sons, Inc., $19.95.

Weisman, Steve. The Truth About Buying Annuities, FT Press, $18.99.

Solin, Daniel R.  The Smartest 401(k) Book You’ll Ever Read, Perigree, $19.95.

Munnell, Alicia H. and Steven A. Sass.  Working Longer:  The Solution to the Retirement Income Challenge, Brookings Institution Press, $29.95.

Five Books to Retire By:  Some of this year’s most valuable volumes on retirement finances and planning.  WSJ, Nov. 15-16, p. R6.
At times, media coverage of the economic crisis can be too much of a good thing: too much detail, too many experts. Taking a step back can help bring some perspective to the story.

The Journal Report





· See the complete Encore report.

That's where your favorite bookstore comes in.

Store shelves, actual and virtual, are stocked with titles that take a long view of investing and can help you plan for a retirement that could easily stretch 20 or 30 years. While publishers issued dozens of books this year about preparing for later life, the most popular ones proved to be about preserving -- rather than increasing -- one's capital.

"When we had a bull market, folks were looking at books on investing. They were much more aggressive," says Dave Hathaway, a Barnes & Noble Inc. buyer for business books. "Now, in a bear market, people are trying to figure out how they can hang on to what they've accumulated."

Here are synopses of some of the most valuable financial-planning books that came out in 2008. They include, among other topics, strategies for assembling storm-resistant portfolios, and advice about designing a second career.

* * *

The message of "The Little Book That Saves Your Assets," by David M. Darst (published by John Wiley & Sons Inc., $19.95), can be distilled into one word: diversify.

Yes, even well-diversified portfolios have suffered this year. But nest eggs built on the principle of asset allocation -- meaning they contain an array of investments -- have fared better than most. What's more, such portfolios will be better-positioned to take advantage of an eventual economic rebound.
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The Little Book That Saves Your Assets

The author, a senior investment strategist at Morgan Stanley, says nest eggs ought to reflect an individual's needs and desires, age, a realistic appraisal of how much one is willing to lose -- loss is inevitable, he says -- a recognition of inflation's bite, and an ability to learn about, and buy, different kinds of assets.

Mr. Darst assumes that far too many investors have little or no diversity in their nest eggs. Besides stocks, bonds and mutual funds, he tells his readers to consider inflation-indexed securities, hedge funds, real-estate investment trusts, commodities and even art. Low-cost instruments, such as exchange-traded funds, are especially attractive, Mr. Darst says. In making choices, investors are advised to pay attention to an asset's fees and tax consequences.

This 208-page, coat-pocket-size book also comments on why people often muff planning their financial futures. "We take eight weeks to buy a new necktie or dress but then make investment decisions that affect our entire life and net worth after an eight-minute phone conversation," the author writes. To help his readers avoid such pitfalls, he includes some probing questions to ask a prospective investment adviser.

* * *

When it comes to annuities, invest with caution, advises Steve Weisman in his thorough yet easy-to-read paperback, "The Truth About Buying Annuities" (FT Press, $18.99). While they may be an appropriate part of one's retirement portfolio, annuities can be difficult to understand and, the author says, are "dead wrong for many people."
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The Truth About Buying Annuities

Mr. Weisman's book is a series of "truths" about annuities, of which he warns, "there is more misleading and downright wrong information" than for almost any other investment product. In an effort to combat that, this volume covers everything from plain-vanilla annuities to their exotic flavors, such as split, equity-indexed and variable, and how to choose among them -- or not.

Potential buyers would do well to focus on the upfront -- and hidden -- fees that attach themselves to annuities like barnacles. They can "dramatically" reduce the payout, Mr. Weisman cautions.

And while an annuity can be a good fit for some nest eggs, the author suggests that pre-retirees put most of their money into 401(k)s and IRAs. "Frankly, unless you expect to hold your annuity for at least 15 years, you are better off just buying index mutual funds," he concludes. A lecturer at Bentley College in Waltham, Mass., Mr. Weisman hosts "A Touch of Grey," a nationally syndicated radio show aimed at "grown-ups."

* * *

"The Smartest 401(k) Book You'll Ever Read," by Daniel R. Solin (Perigree, $19.95), is a polemic against what the author contends is a "seriously broken retirement system."

A registered investment adviser and financial columnist for the online Huffington Post, Mr. Solin blames numerous villains -- selfish employers, Wall Street brokers, preying salespeople, annuity peddlers and the financial media -- for the paltry returns many current and future retirees can expect.
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The Smartest 401(k) Book You'll Ever Read

"There's strong evidence that 401(k) plans as a whole underperform the markets," Mr. Solin says, attributing some of that to their hidden costs and fuzzy performance reports that mislead recipients. The book urges individuals to pay much more attention to the composition and likely payouts of their retirement plans. Besides 401(k)s, it deals with 403(b) and 457(b) plans, designed for teachers and government and nonprofit employees.

The book favors index funds, which carry lower fees than most traditional mutual funds. Over time, the cost difference can be significant. Roth IRAs also have Mr. Solin's blessing, while he uses the term "bloodsucking territory" in addressing many annuities designed for 403(b) plans, because of their high fees. Finally, he suggests that individuals retain "a fully independent advisor who has no interest in selling any product."

* * *

The typical household head approaching retirement has a nest egg of only $60,000 -- far less than one is likely to need, given lifestyle desires, health-care costs and longevity predictions.

"Working Longer: The Solution to the Retirement Income Challenge," by Alicia H. Munnell and Steven A. Sass (Brookings Institution Press, $29.95), offers a prescription that readers may find a bitter pill: keep working. Rather than retiring and drawing Social Security at age 62 -- today's average -- most people should stay on the job until they're around 66, the authors contend.

The pair, who direct Boston College's Center for Retirement Research, have studded their brief, well-organized book with tables, charts and graphs. But some compelling counterarguments that are included undercut some of the authors' advice. Also, at times the text is repetitive.

If the sea change they advocate is to occur, individuals, employers and government all must act. One suggestion from the authors: Congress might let older employees, those with 35 or 40 years of covered earnings, opt out of paying Social Security while still on the job. This would lower employer payroll taxes and, presumably, make retaining older workers more economically attractive.

* * *

For those who want to continue working -- but for themselves -- retired educators Dennis and Martha Sargent have written "Retire -- And Start Your Own Business" (Nolo, $24.99).

It's an extensive how-to workbook that seeks to find the best fit for the would-be entrepreneur. Starting with a detailed self-appraisal that results in a personal motivation and financial profile, the reader is guided through the thicket of business possibilities, either to an appropriate one or to the conclusion that going into business for oneself probably isn't a good idea.
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Retire -- And Start Your Own Business

A series of questions, such as "Why do you want to start a business?" "Where will you live?" "How much time do you want to spend working?" and the crucial "Will you have enough money?" make up the book's first half. The answers help navigate the second half -- a compendium of basics that any would-be businessperson would need to master.

Various business models -- partnerships, corporations, dealerships, franchises, etc. -- are explained. Also, there are primers on finance, taxes, contract components, the implications for one's health-care coverage and even how to name your business.

Sprinkled with brief examples of real individuals' success and failures, the book contains "reality checks" to keep the reader from being led astray by unbridled ambition. One such reminder: "There are only 168 hours in a week." The volume comes with a CD-ROM so the user can print out questionnaires, worksheets and forms.

—Mr. Gibson is a writer in Des Moines, Iowa. He can be reached at encore@wsj.com.
With This Debt, I Thee Wed 

By JEFF D. OPDYKE
Sour economies don't just destroy jobs and wealth. They can tear apart marriages, often because of the debt that couples accumulate and, when times get tough, have trouble repaying. In this adaptation from his new book "Financially Ever After: The Couples' Guide to Managing Money," Wall Street Journal reporter Jeff D. Opdyke describes the challenges couples face when dealing with debt and how they can begin to address them. Wall Street Journal week of April 1, 2009.
If there's a money matter more likely to cause conflict for couples -- maybe even divorce -- it's debt.
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Douglas B. Jones
Being in love and in hock is no way to go through a marriage, because being in hock might just put the kibosh on the love, particularly in the early years. Debt, it turns out, is a leading cause of family strife during the first few years of marriage, according to Creighton University's Center for Marriage and Family.

That doesn't mean debt will necessarily send you to divorce court, but it does mean the accumulation of debt can undermine your marriage and cause the type of discord that can dissolve a marriage.

That's of particular concern these days, as families struggle with the worst economy since the Great Depression. Fadi Baradihi, president of the Institute for Divorce Financial Analysts -- a group of financial planners who help couples plan the finances of a divorce -- says that demand for the institute's services is up 15% in the past year. Couples "contemplate divorce more than ever" when good economies turn sour and finances grow strained, he says.

The result of all this financial stress: marital conflict that can blow out of control.

To deal with debt effectively requires some effort from you and your partner. The goal is to determine how you employ debt in your life together, the rules by which you each use debt separately, and your plan to pay it off so that it never has the chance to corrode your relationship.

What's your debt philosophy? For couples who regularly struggle managing their debt, start by formulating a debt philosophy. This is nothing more complicated than devising a financial mission statement, the structural foundation of your family's beliefs when it comes to debt. It needn't be profound, just something simple like the following:

"We agree to live below our means, not to pursue material wants without the money to afford them, never to use emergency savings for consumer purchases and to take on debt only when it benefits the family's long-term goals or needs."

Now, don't just adopt the philosophy above and call it done. Every family has its own specific needs, so fashion your own philosophy together. You'll want to answers questions such as:

Will we pay cash for everyday purchases or maintain a monthly balance on a credit card?

Will we pay off our credit card every month, or are we comfortable carrying a balance -- and, if so, how big?

Will we refrain from spending more than our monthly income, or can we occasionally overspend to afford a big purchase? With large purchases, how soon will we pay them off?

Will our savings account remain untouchable except for emergencies, or can we dip into it to pay for certain expenses?

What defines an emergency expense?

Couples on the same page should have little trouble designing a debt philosophy. Couples with sharply divergent views are far more likely to suffer problems. For them, success comes through compromise.

For instance, when deciding whether savings remain untouchable except for emergencies, one might answer "absolutely," while the other says, "no way." Split the difference by, possibly, creating an agreed-upon level below which the savings account will not be allowed to fall outside of a true emergency. Or agree on the amount that can occasionally be spent for purchases that benefit the family broadly. But you must define "occasionally" and "beneficial."

One example: Emergency savings could kick in up to $1,000 to help cover the costs of a vacation the family's monthly finances can't cover alone -- so long as it doesn't push the account below some minimum level.

Don't massage your debt philosophy just because it doesn't fit your needs at the moment. Remember, you designed this in a sober moment, so don't renege when you're drunk on the thought of spending on some particular want.

How will you use debt? Couples today routinely enter marriage already laden with debt -- student loans, car leases, credit cards. In a recent survey of seven major economies, PayPal, eBay's online-payment service, found that American couples typically enter into their relationships with more debt than their foreign counterparts. This is akin to arriving on your wedding day with a negative dowry.

More Money Talk

· Tough Love: Share strategies for talking to your spouse about money on The Juggle, WSJ.com's work and family blog.

From the Archives

Read some of Jeff Opdyke's Love & Money columns:

· Spending Gone Wild, What's a Spouse to Do? (07/20/08)
· He Travels for Work. She Stays Home. (06/08/08)
· Money and the Second Child Syndrome (11/11/07)
· Promises We Make to Kids and Can't Keep (08/05/07)
These premarital obligations necessarily affect you both, since the mandatory debt payments will reduce the funds available for other purposes. That argues for partners spending time talking about debt before and, particularly, after the wedding.

You might start such a conversation by planning how you and your partner will pay off debt amassed prior to marriage. Is that the sole responsibility of the debtor, or will you pay it off from the family's joint income?

Next: Where do debt and savings rank among your priorities? Do you want to pay off all debt before building a savings cushion? Or will you divert some of that money into a savings account -- thereby holding on to your debt longer -- to build a financial cushion for an emergency?

The idea here is that you must proactively engage your debt, or risk that it consumes your finances and destabilizes your marriage. That's the insidious side effect of debt: If you let it, debt builds over time into an obligation so large that you lose perspective and, ultimately, control of your financial life.

Too many couples rely on debt -- particularly credit cards -- to supplement their income. They see a credit card with a limit of, say, $15,000 as a funding mechanism for a lifestyle beyond their means. And because their paychecks can't support this lifestyle to begin with, the debt grows increasingly larger. At some point, it is large enough that the next incremental expense seems irrelevant.

For instance, it's Friday night and you want to eat out, and you're choosing between the pricey sushi joint you're craving and the much cheaper café. You're carrying a combined $25,000 on two or more credit cards, and you think to yourself, "What difference is another $100?"

That's the beginning of the end.

You're digging a deeper hole because you think there's no way out of the hole to begin with. As the debt grows, though, so will tension in your marriage, because just about every discretionary dollar you earn will be earmarked for some creditor. You and your spouse will feel increasingly incapable of living your life and end up mad at one another. This isn't what you signed up for.

Good debt vs. bad debt. Debt itself is a just a tool that, if used properly, can help you live a better life.

But there's good debt and bad debt, and the goal of any couple is to use good debt to improve the family's life, while limiting the ability of bad debt to destroy that life.

Good debt: a mortgage on an affordable house; a loan on an affordable car; student loans to pay for a college degree. In effect, good debt improves your life permanently.
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Jeff D. Opdyke's "Financially Ever After: The Couples' Guide to Managing Money"

Bad debt: auto leases, since they generally finance cars you otherwise can't afford; home-equity loans or lines of credit, which too often fund discretionary purchases; any consumer expenses for which you allow the balance to roll over from month to month. In effect, bad debt only improves your lifestyle temporarily.

In an age when debt is so easy to obtain, accumulating too much bad debt is all too easy.

For many people, that accumulation happens because they lose sight of their actual finances, or fail to accept their boundaries. "So what if I only make $30,000 a year?" you might think. "I deserve a BMW convertible because I work hard and the car will make me feel better about myself; I'll cut spending elsewhere to afford the monthly lease payments."

That's the addictive nature of bad debt: It alters your mood by allowing you to spend to make yourself happy. Its effects are instantaneous, and you keep using it because debt lets you have what you want now, evoking feelings of contentment, though such feelings are always fleeting.

But debt also has the power ultimately to hack apart a relationship, leaving a trail of financial destruction and obligations you're both responsible for.

Of course, it doesn't have to be this way. You are in control of the credit card in your wallet. You're the one who says no to the car you can't afford. You're the one who decides it's wiser to leave the equity in your home instead of drawing it out for unnecessary indulgences.

The savviest couples recognize that debt should serve only one purpose: to help you and your spouse build a better life together -- not a better lifestyle.

Adapted from "Financially Ever After: The Couples' Guide to Managing Money," by Jeff D. Opdyke. Copyright 2009 by Jeff D. Opdyke. Published by Collins Business, an imprint of HarperCollins Publishers.
· Write to Jeff Opdyke at jeff.opdyke@wsj.com 

