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I hope this issue of the LuminaFi Report
finds you doing well and enjoying a relaxing
summer! Many of us use this time of year
to catch-up on some reading that we are
too busy or tired to attempt at other times
during the year. I tend to prefer non-fiction
and am often asked to recommend books
on personal finance topics. It is important
for everyone to learn the basics of how to
save and invest for the future and there are
many good books which help (those of you
who subscribe to the LuminaFi Personal
Wealth Management System can access
several free "e-books"). However,
sometimes making good choices isn't
simply a matter of knowing how. It is also
about gaining a better understanding of our
own behavior and the habits we've
developed over the years. For those who
are interested in this topic, I recommend
The Power of Habit by Charles Duhigg. It is
an interesting look at the science behind
habits and how individuals can use this
information to make positive life changes.
What are you reading this summer? I hope
it includes the LuminaFi Report!

The release in April of the long-awaited report
from the United Nations' Intergovernmental
Panel on Climate Change has spurred renewed
discussion of ways to combat climate change
and its effects. The report, written by leading
scientists from around the globe, says that to
keep greenhouse emissions below critical
levels, the world must make substantial
changes--and quickly--in how energy is
produced and consumed.

That finding has focused fresh attention on
so-called "green investing." Here are some
considerations that can be especially important
in this arena.

No shortage of choices
If you're interested in exploring green
investments, you have a variety of possible
options. They include renewable energy
sources, technologies that can improve the
environmental footprint of existing energy
sources, clean water, clean air, and
technologies that can help reduce overall
consumption, particularly of nonbiodegradable
substances.

The broad scope of green technologies can
make it difficult to choose among the myriad
investment opportunities, especially if you don't
have expertise in a particular field or the time or
energy to acquire that knowledge. Unless
you're familiar with the science behind a
specific company's product or service, you
might benefit from casting a wider net. Though
diversification can't guarantee a profit or
eliminate the possibility of a loss, it can help
you manage the amount of risk you face from a
single company.

A great technology is not the same
thing as a great stock
Even if you have special knowledge of a
particular field, don't let that blind you to a
company's business fundamentals. If you're
considering a small company stock, don't forget
that small caps can be extremely volatile. In
addition to the risks involved with all stocks, a
small-company stock can be affected
disproportionately by the actions of a single
large investor or a report by a single investment

research department, especially if the stock is
thinly traded. If that worries you, one alternative
might be to invest in larger companies that
have made a significant commitment to
initiatives in that field and that might have other
business advantages. Though they may not
have a small company's rapid growth potential
or appeal as a possible takeover target, they
often have more resources than a smaller
company to make acquisitions or manufacture
and market globally more efficiently.

Important considerations
Certain factors that apply to all stocks are
especially important when considering an
investment in green companies.

What's the competitive landscape? An idea that
seems promising can quickly be superseded by
the latest innovation. While it's difficult to
forecast technical turning points, it's helpful to
know the major players in that space, their key
development efforts, and roughly how they're
positioned.

How dependent is a company on external
support? Many countries are making significant
green investments, racing to establish
dominance on the global playing field of green
technologies. Emerging technologies often are
dependent on some form of government
support, such as tax credits, loan guarantees,
or sponsored pilot programs. However, political
support for such initiatives can come and go, as
can investor enthusiasm for specific
technologies.

How capital-intensive is the technology? Many
green technology companies may have little or
no profits yet but a substantial need for capital
from a cash flow standpoint or as a result of the
technology itself. That could make a company
vulnerable to a potential credit crunch or rising
borrowing costs, which could affect its ability to
develop and market even the most promising
technology.

Note: All investing involves risk, including the
potential loss of principal, and there can be no
guarantee that any strategy will be successful.
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Tips for Traveling Abroad
For many people, there's perhaps nothing more
exciting than traveling to a new country,
experiencing different cultures, tasting exotic
foods, and exploring unfamiliar landscapes. But
before you take off on an international
adventure, consider that a little preparation and
a few precautions can help prevent a lot of
unexpected headaches.

Obtain and copy necessary
documentation
Most U.S. citizens need a valid U.S. passport
for international travel. Although some countries
allow you to enter with just a birth certificate
and driver's license, all people traveling abroad
by air must have a valid passport to reenter the
United States. Those traveling by land or sea
must have proof of both their U.S. citizenship
and identity; in many of these cases, the new
U.S. passport card will suffice. You do not need
a passport to travel to or from a U.S. territory
(e.g., U.S. Virgin Islands or Puerto Rico).

It can take up to six weeks to receive a
passport, so plan accordingly. Expedited
options are available for additional fees. Also
note that some countries will not accept a
passport that expires within six months of your
trip. Contact the embassy of your destination
country for more information.

Finally, be sure to make copies of your
passport, itinerary, airline tickets, and other
important documents. Leave one set with a
friend or relative at home and carry the other
set with you, separately from the originals.

Plan ahead to stay healthy
Some countries require inoculations and other
medical preparations before entering. You can
research your destination at
www.travel.state.gov. In addition, U.S. Centers
for Disease Control offers information about
your destination's medical requirements at
www.cdc.gov/travel/.

Many health insurance companies do not cover
policyholders while they are in a foreign
country. Even if you and your family are
covered, you may not receive the same
benefits overseas. Contact your insurer's
customer service department to find out if you
have coverage while traveling abroad, and if
any restrictions apply. If needed, you can
typically purchase short-term supplemental
health coverage from an insurance company,
travel agent, tour operator, or cruise line. These
policies are often combined with medical
evacuation coverage, which helps defray the
costs of an emergency medical trip back home.

If you take prescription medication, bring at
least enough to last your entire trip. Carry

medications in their original, labeled containers
and pack them in your carry-on luggage. Ask
your pharmacist for the generic name of your
medications in case you need more while
abroad, and ask your doctor to write a letter
explaining your need for the medications. Some
countries restrict the types of medications
allowed into the country without medical
documentation.

Finally, review the options for health care at
your destination before you arrive. It's best to
prepare for an unpleasant surprise rather than
have to search for a doctor at the moment you
need one.

Avoid costly mistakes
Planning to use your mobile phone? Contact
your carrier and review your plan for
international roaming. Calling, texting, and
posting updates to your social media sites can
be extremely expensive if you don't plan ahead.

Similarly, ask your credit or debit card bank
about foreign transaction fees. Since many do
not charge these fees, it may pay to shop
around. Also, inform your card companies that
you will be traveling so that they won't suspend
your card for suspicious activity while you're
away, and can provide a toll-free number
should you need to contact them.

If you plan to use cash or traveler's checks,
keep some on your person and some in a
separate safe location. Also, before deciding to
use traveler's checks, be sure to confirm they
are readily accepted. And remember to check
exchange rates so you can accurately calculate
your vacation budget.

Consider travel/baggage insurance
In addition to supplemental health insurance
coverage, you may want to consider purchasing
travel insurance, particularly if the peace of
mind outweighs the premium cost. Some types
of policies protect you in case the trip is
cancelled or interrupted due to certain events,
such as weather, illness, or death of a loved
one. Investigate whether your credit card or
travel club offers this type of coverage as well.

Although most airlines will reimburse
passengers for luggage lost during transit (up to
certain limits), you might also want to consider
baggage insurance for protection when your
bags are not in possession of the airline.

These are just a few tips to consider before
traveling overseas. For more comprehensive
information, visit the U.S. State Department
website at www.travel.state.gov.

Check with the U.S. State
Department for travel alerts
and warnings. You might
also consider registering
with the U.S. government's
Smart Traveler Enrollment
Program (STEP), at
https://step.state.gov/step/.
STEP assists U.S. citizens
traveling and living abroad.
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Why Not Make Your Next Trip a Volunteer Vacation?
Is your idea of a perfect vacation spending time
alone on a beach with a good book? Or would
you prefer a more active vacation where you
are part of a group, constantly challenging
yourself, and using your talents and skills to
help others? If the latter sounds more
appealing, then a volunteer vacation might be
right for you.

Why take a volunteer vacation?
Having the chance to give back, meet new
people, form friendships, and immerse yourself
in a different culture are some of the top
reasons to take a volunteer vacation. And no
matter why and where you choose to travel,
you'll have experiences that are not available to
the average tourist.

A volunteer vacation also allows you to work
with others who share your interests. For
example, if you love the outdoors, you can work
with park rangers on a national parks project in
the United States or travel with a conservation
group to Peru. Or if you've always wanted to
work with children, you can find a service
project at an orphanage in Haiti, or volunteer at
a camp for children with special needs in
Hawaii.

Who can serve as a volunteer?
Whether you're a solo traveler, a retiree, a
student, a family with younger children, or a
grandparent with teenage grandchildren, you
can find a suitable volunteer opportunity. Many
vacations don't require any experience--just a
willingness to help and enjoy the camaraderie
of working with individuals from your host
community and members of your volunteer
group. However, you'll get more out of your trip
if you find one that matches your interests, skill
set, and stamina level. Though you can choose
to travel to a remote location or an
underdeveloped country, you can also make a
difference in a less adventurous setting. For
example, you can help teach English at a
school in a major city, work on an art
conservation project in a museum, or care for
injured animals at a zoo. The choice is yours.

What can you expect from your trip?
Trip length varies, but many last from one to
four weeks. During that time, you'll be expected
to devote a substantial number of hours to
project work.

Yet volunteer vacations aren't all work and no
play. Trips generally incorporate rest days or
leisure periods where you're free to explore on
your own or participate in a group tour, giving
you unique insight into the area and a chance
to unwind.

How much will your trip cost?
Some people are surprised to learn that there's
a cost associated with volunteering, but you'll
generally need to pay for your own travel
expenses. Your trip may cost hundreds or
thousands of dollars, depending on your
destination, itinerary, and accommodations.

You may be able to offset part of the cost of
your trip by deducting certain trip-related
expenses when you file your federal income tax
return. To get any tax benefits, your trip must
be sponsored by a qualified organization (check
with the charity or the IRS); the personal
element of your trip must be insignificant (i.e.,
the time spent on pleasure, recreation, or
vacation); and you must itemize your income
tax deductions. You can generally deduct
actual unreimbursed costs related to your
volunteer service (such as airfare, lodging, and
meals) but you can't deduct the value of your
time or services. These are just general
guidelines--for more information, ask your tax
advisor and review IRS publication 526,
Charitable Contributions.

What questions should you ask?
Before you sign up for a volunteer vacation, it's
very important to make sure that you're
traveling with an organization you trust. Trips
may be sponsored by churches, national or
global nonprofit volunteer organizations, or
for-profit companies. Here are some of the
questions you should ask before signing up.
Some of this information may be found in
literature provided by the sponsoring
organization:

• How long has the group or organization been
conducting volunteer vacations?

• How large is the volunteer group?
• How experienced are the team leaders? How

well do they know the culture and the area?
• Will training be necessary, and if so, when

and where will it be provided?
• What does the trip fee cover? Airfare?

Meals? Transportation to the work site?
• Are costs or fees refundable? Make sure you

read all policies and understand what will
happen if you're unable to travel.

• What about insurance? You may be asked to
provide proof of health insurance, or if
traveling overseas, purchase medical and
emergency evacuation coverage.

• How do you prepare, and what will you need
to bring? You should be given a checklist of
tasks to complete before your trip, and
packing guidelines.

One option for finding
volunteer vacation
opportunities in the United
States or overseas is the
nonprofit organization Just
Give. To view a list of
resources for potential
volunteers, visit the
organization's website,
www.justgive.org.
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IMPORTANT DISCLOSURES

Lumina Financial Consultants, LLC
(LuminaFi) is a registered investment
advisory firm based in Vienna, Virginia.
The information provided is for general
informational purposes only and should
not be considered an individualized
recommendation or personalized
investment advice. The types of
securities and investment strategies
mentioned may not be suitable for
everyone. Each investor should
evaluate investments and financial
strategies based on his or her own
particular situation. The information is
not intended to provide tax, legal or
investment advice. The information in
these materials is from sources that are
publicly available and believed to be
reliable; however, the information is
subject to change at any time and
without notice. Further, LuminaFi does
not guarantee the suitability or potential
value of any particular investment or
information source provided herein. To
the extent this material pertains to any
tax matters, it is not intended nor written
to be used for the purposes of avoiding
taxes and/or penalties that may be
imposed by law.

What is duration, and why should I pay attention to it?
The Federal Reserve's actions
over the next year could be
important to bond markets,
particularly if and when the
Fed decides to increase its

target interest rate. Since bond prices typically
move in the opposite direction from yields,
rising bond yields will translate into a decline in
bond prices.

If you have bonds or bond mutual funds in your
portfolio, you might want to pay attention to the
duration of each one. Technically, a bond or
bond fund's duration calculates the length of
time it will take to receive the full true value of
the investment; duration takes into account the
present value of expected future payments of
interest and principal.

However, duration's biggest value to an
investor is as a gauge of how sensitive a bond
might be to changes in interest rates. The
longer a bond's duration, the more its price is
likely to be affected by an interest rate change.
A mutual fund's duration can be found in its
prospectus; for an individual bond, you'll
probably need to ask your broker or the bond's
issuer.

To estimate the impact of an interest rate

change on a specific bond holding, simply
multiply its duration by the change in interest
rates. For example, for a bond fund with a
duration of 5 years, a 1% increase in interest
rates would generally result in a 5% drop in the
fund's value (1% x 5 years = 5%). Though the
Fed's target rate is already at its historic low,
the same principle would apply in reverse if
interest rates were to fall. A 1% decline in
interest rates would likely result in a 3% gain for
a bond holding with a duration of 3 years.

Note: These hypothetical examples are
intended as an illustration only and do not
reflect the performance of any specific
investment. They should not be considered
financial advice. Before investing in a mutual
fund, consider its investment objective, risks,
fees, and expenses, which can be found in the
prospectus available from the fund. Read the
prospectus carefully before investing.

Bear in mind that duration can work somewhat
differently for specific types of bonds--for
example, floating-rate bonds whose interest
payments get reset. That's also true for
mortgage-backed bonds, since interest rate
changes can cause homeowners to refinance
their loans.

Have the rules for 401(k) in-plan Roth conversions
changed?
Yes. Thanks to the American
Taxpayer Relief Act of 2012
(ATRA), the rules for making
401(k) in-plan Roth

conversions have gotten substantially easier.
(These rules also apply to 403(b) and 457(b)
plans.)

A 401(k) in-plan Roth conversion (also called
an "in-plan Roth rollover") allows you to transfer
the non-Roth portion of your 401(k) account
into a designated Roth account within the same
plan. The amount you convert is subject to
federal income tax in the year of the conversion
(except for any nontaxable basis you have in
the amount transferred), but qualified
distributions from the Roth account are entirely
income tax free. The 10% early distribution
penalty doesn't apply to amounts you convert
(but that penalty tax may be reclaimed by the
IRS if you take a nonqualified distribution from
your Roth account within five years of the
conversion).

While in-plan conversions have been around
since 2010, they haven't been widely used,
because they were available only if you were
otherwise entitled to a distribution from your

plan--for example, upon terminating
employment, turning 59½, becoming disabled,
or in other limited circumstances. But in that
case, you already had the option of rolling your
funds over (converting) into a Roth IRA.

ATRA eliminated the requirement that you be
eligible for a distribution from the plan in order
to make an in-plan conversion. Now, if your
plan permits, you can convert any vested part
of your 401(k) plan account into a designated
Roth account regardless of whether you're
otherwise eligible for a plan distribution. The
IRS has also just recently issued regulations
that provide additional clarity on how in-plan
conversions work.

Caution: Whether a Roth conversion makes
sense financially depends on a number of
factors, including your current and anticipated
future tax rates, the availability of funds with
which to pay the current tax bill, and when you
plan to begin receiving distributions from the
plan. Also, you should consider that the
additional income from a conversion may
impact tax credits, deductions, and phaseouts;
marginal tax rates; alternative minimum tax
liability; and eligibility for college financial aid.
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