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_________________________________________________________________________________________________ 

Tips to Help Preserve Your Inheritance 

 

According to the Federal Reserve's Survey of Consumer Finances, taken every three years, slightly more 
than one in five U.S. households had received an inheritance as of 2022.1 If you expect to receive an 
inheritance one day, these tips may help you better manage your financial windfall. 

Wait a while before you act. Emotions run high after the death of a loved one. You might regret quitting 
your job, buying a sports car, or making other costly decisions before you have thought them through. 
Consider how the funds might be used to strengthen your financial position now and over the long term. 
You may also want to be discreet. Telling people that you have inherited a substantial amount of money 
may lead to unwanted advice, business or investment solicitations, and requests for financial support. 
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Boost (don't blow up) your lifestyle. If you have a large balance on a high-interest credit card or vehicle 
loan, consider paying it off and using the increased cash flow to save more toward your retirement or 
other long-term goals. Whether it would be wise to pay off your mortgage depends on your individual 
circumstances and goals. Investing represents an opportunity to grow an inheritance and potentially 
make it last longer. You could use any income generated by your portfolio to supplement your paycheck, 
which might allow you to live better now while preserving the bulk of the money for future needs, such as 
a child's education or your retirement. 

Take advantage of tax deferral. If you inherit tax-deferred assets, such as those in a traditional 401(k) or 
IRA, keep in mind that withdrawals are taxed as ordinary income. You could choose to cash out and pay 
the taxes all at once, or you might consider transferring the inherited funds to a properly titled beneficiary 
IRA. Inherited retirement funds can be withdrawn over a period of up to 10 years, although some 
beneficiaries may have to take yearly required minimum distributions (if the original owner had started 
taking them). Spouses and other eligible designated beneficiaries receive preferential treatment. The 
rules and deadlines for handling inherited retirement account assets and taking distributions are 
complex. Because each choice could have far-reaching implications, be sure to seek tax guidance. 

Consider meeting with a financial professional. Discussing your situation with someone outside of 
your family may help you gain perspective, clarify your goals, and make sound decisions. Although there 
is no assurance that working with a financial professional will improve investment results, he or she can 
consider your objectives and available resources and help you evaluate appropriate financial strategies. 

_________________________________________________________________________________________________ 

Fine-Tuning with Sector Funds 

 

As its name suggests, the S&P 500 Index contains about 500 stocks. These represent the largest U.S. 
companies across a broad range of industries, and the index as a whole is generally considered 
representative of the U.S. stock market. But though index ups and downs may suggest uniform market 
movements, performance of individual companies and business sectors varies widely. 
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Stocks in the S&P 500 are classified by 11 sectors, each of which responds differently to market 
conditions. In 2024, a banner year for the index, the strongest performing sectors were communication 
services, information technology, financials, and consumer discretionary (see chart). These sectors tend 
to perform well when the economy is strong and can drop as quickly as they rise when conditions 
change. Other sectors — such as health care, consumer staples, and utilities — are considered 
"defensive" and may be good to hold through a bear market or recession because businesses in these 
sectors tend to remain strong regardless of economic conditions. 

Index weighting 

Many broad-based indexes, including the S&P 500, are weighted based on market capitalization — the 
total value of a company's outstanding stocks. Sectors have different sizes and weighting to begin with, 
and weight can change significantly due to growth of companies within the sector. For example, the 
information technology sector, which includes some of America's largest companies, rose from 20.1% of 
S&P 500 capitalization at the end of 2018 to 29.6% in March 2025, increasing its impact on the index. The 
health care sector dropped from 15.5% to 11.2% over the same period, decreasing its impact on the 
index.1–2 

This means that even if you invest primarily in broad-based index funds, you may be more heavily 
invested (overweight) or less invested (underweight) in a given sector than you realize. If you own 
individual stocks or funds with a more specific focus, your portfolio could be even more overweighted or 
underweighted. The appropriate sector weighting for your stock portfolio depends on your goals, risk 
tolerance, and economic outlook. 

Sector funds 

One way to shift sector weight in your portfolio is by adding one or more sector funds — mutual funds or 
exchange-traded funds (ETFs) that focus on stocks of companies in a particular industry or sector of the 
economy. These funds are available for many indexes, including those that focus on smaller companies. 
Because sector funds are less diversified, they typically carry a higher level of volatility and risk than 
broad-based funds and should be considered as a complement to a core portfolio of diversified funds 
rather than a replacement. 

Although sector funds offer flexibility in fine-tuning your portfolio, it's important to resist the temptation to 
chase performance and move assets into "hot" sectors without a more comprehensive strategy. Sector 
performance is cyclical, and last year's hot sector can easily turn cold. Also keep in mind that every 
business cycle is different, and unexpected events can disrupt regular trends. 

The return and principal value of all investments, including sector funds, fluctuate with changes in 
market conditions. Shares, when sold, may be worth more or less than their original cost. Asset 
allocation and diversification are methods used to help manage investment risk; they do not guarantee a 
profit or protect against investment loss. 
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Varied Weight and Performance 

This chart shows the total return for S&P 500 sectors in an up-market year (2024) and a down year (2022), 
with sector weighting below the icons. 

 

Source: S&P Dow Jones Indices, 2025. The S&P 500 is an unmanaged group of securities. The 
performance of an unmanaged index is not indicative of the performance of any specific investment. 
Individuals cannot invest directly in an index. Past performance is not a guarantee of future results. 
Actual results will vary. 

_________________________________________________________________________________________________ 

Providing Full Service Comprehensive Financial Planning: 

- Investment Planning 
- Income Planning 
- Estate planning 
- Life Insurance 
- Long-term Care 

- Asset Protection 
- Tax Planning 
- Tax Preparation and Filing 
- Purchase Precious Metals 


