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For Dianne Welsh, 63, downsizing
from her 3,400-square-foot home
to a nearby two-bedroom bunga-
low took at least 30 months from
start to finish. She started going
through closets and drawers, get-
ting rid of “quite a bit,” she said. But
there was more. “Where did all this
come from? It was way more than I
thought.”

Like others at or near traditional
retirement age, Ms. Welsh wanted
to simplify her life. An estimated

4.2 million retirees moved to a new
home in 2014, according to a Merrill
Lynch and Age Wave report, “Home
in Retirement: More Freedom, New
Choices.” Over all, 64 percent of re-
tirees expect to move at least once
during retirement.

But after living in the same house
for 35 years downsizing, Ms. Welsh
said, was “a big stress.”

Deciding what to do with a life-
time of possessions poses a multi-
tude of questions and typically trig-
gers a range of emotions.

“It’s disruptive,” said Steven A.
Sass, a research economist at the
Center for Retirement Research at

Boston College. It can mean moving
away from “your life, your neigh-
borhood,” he said.

“The earlier you do it the better,
physically, socially and financial-
ly,” Mr. Sass said. “It’s giving up
something today for something you
want or need.” The payoff is often a
fresh start, lower living expenses,
less house-related work, a lifestyle
with more amenities and freedom
to travel.

Downsizing is more than a physi-
cal change. For some, it’s an oppor-
tunity to create a new life in a new
space. “Getting rid of stuff was so
liberating,” Ms. Welsh said.

Even before you put your home
on the market, “inventory your ex-
isting furniture, art and accessories
and determine their use in the rede-
signed space,” said Dana Tydings,
owner of Tydings Design in Lay-
tonsville, Md.

Consider having your possessions
appraised to determine their value,
especially for antique furniture, sil-
ver and accessories.

Parting with possessions is eas-
ier for some than others. “It’s the
memories and the life that we lived
there,” Ms. Tydings said.

The difficulty in discarding things
can be rooted in mortality and the

realization that no one lives forev-
er. At a certain point in life, there is
more past than future, and that, in
itself, can be daunting. “One of the
upsides to downsizing is it allows
us to live more in the present,” said
Gary W. Small, director of the UCLA
Longevity Center and president of
the American Society for Geriatric
Psychiatry.

Susan Levin, who has been a con-
sultant with Orchestrated Moves,
a company that helps older adults
and others with relocation and
downsizing, agrees.

“It’s not just moving things but
the emotional letting go,” she said.
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Talking Points

Environmentalism Goes
For a Ride in a Megayacht
Last spring, the Dutch ship builder
Feadship launched a 274-foot ship
called Savannah that has a complex
hybrid engine system and, it says,
is 30 percent more fuel efficient
than comparable megayachts. The
company would not give information
about the buyer or the ship’s cost, but
non-hybrid yachts of that size would
typically cost over $150 million. Still,
Savannah has been such a success
that Feadship has been getting or-
ders for more such megayachts, and
other companies have jumped into
the hybrid business too.

Slot Machines for Teenagers
A study of more than 400 eighth and
11th graders published this month
has found that many teenage texters
have a lot in common with compul-
sive gamblers, including losing sleep
because of texting, problems cutting
back on texting and lying to cover
up the amount of time they spent
sending messages.

Tobacco’s Stronghold
Chinese men now smoke one-third
of all the world’s cigarettes, and
a third of all young men in China
are doomed to eventually die from
the habit, scientists in China and
Britain have concluded. Their study,
published in The Lancet, estimated
that two-thirds of all males in China
smoked. Antismoking efforts there
have a problem: The central govern-
ment has a tobacco monopoly, and
more than 7 percent of its revenue
comes from it.

New Solar Panels Promise
To Wring More Power
SolarCity, the fast-growing provider
of rooftop solar systems, says it has
created a high-efficiency panel that
converts more of the sun’s energy
into electricity than competing
products. The company will use
the panels primarily for rooftop
installations but eventually plans to
make them available for large-scale
ground-mounted installations too.

Once in a while, someone proposes
a new tax that could prompt the sort
of behavioral change that may actu-
ally save some people money. This
is the story of the financial trans-
action tax that is on the agenda of
Senator Bernie Sanders, a Dem-
ocratic presidential nomination
candidate.

Senator Sanders wants to tax
stock trades at 0.5 percent of the
value of the transaction, 0.1 per-
cent for bonds and 0.005 percent
for derivatives. Individual investors
wouldn’t pay this tax directly; its
main target is high-speed traders
and hedge funds.

Still, the Senator Sanders’ cam-
paign anticipated that mutual
fund companies that would
have to pay the tax them-
selves might somehow pass
on the cost to customers. So it
wants to offer a tax credit to low-
er-income individuals who feel any
impact.

This tax may cost many investors
money in the long run. But consid-
ering its potential virtues, it is a
useful exercise because it’s akin to
a sin tax. Trading too much hurts
returns and the less we do of it, the
better off most of us will be.

Two finance professors, Brad
M. Barber and Terrance Odean,
published an account in 2000 that
examined the trading records of
66,465 households. The 20 percent
who traded the most earned an av-
erage net annual return that was 7.2
percentage points less than that of
the least active investors.

Mr. Odean chalks up much of the
trading to overconfidence. The In-
ternet gives us the illusion of feeling
well informed, so we conveniently
forget that somebody else has read
everything we found before we did.
Then, we fail to diversify.

The possibility of reducing trad-
ing does not necessarily make a
tax a good idea. A recent working
paper from the nonpartisan Tax
Policy Center lays out many of the
possible negatives. Overall trading
volume would be lower, which could
negatively affect the ability to trade
large quantities of some securities
at advantageous prices. There is
even the possibility that after-tax
personal income could fall a bit, giv-
en the possibility of various finan-
cial actors redirecting where they
put their capital.

The mutual fund giant Van-
guard’s estimates, using a 0.1 per-
cent tax that it would pay on stock
transactions, predicted a 1.62 per-
centage point annual reduction in
the returns of an actively managed

mutual fund that buys small stocks.
The decline for a fund buying larg-
er stocks would be 0.58 percentage
point.

Many people who do trade
frequently eventually see
the error of their ways. A
financial transactions tax
would help urge them along, and it
could lead to bigger account balanc-
es as a result of the better returns
that could come from decreased
trading.

Eduardo Dávila, an assistant
professor of finance at New York
University, issued an important re-
minder: The good that the new tax
revenue could do. Senator Sanders
wants to use it for free public col-
lege education.

But even if many people will not
need their college savings accounts
to earn as much in the future, the
tax could hurt the returns of many
well-behaved investors. So rath-
er than calling for any kind of tax
that would trickle down to individ-
uals, perhaps it’s best for all of us
to consider trading to be something
like a tax itself. It hits us in three
ways. First, we pay commissions to
trade individual stocks and mutual
funds in many instances. Second,
taking winnings and selling can
lead to a capital-gains tax bill. But
most important, every additional

trade (beyond what we must do to
make regular investments and pull
money out for necessary spending)
pushes us down a slippery slope of
delusion.

We are not professionals. We are
not smarter than the market. And
the sooner we learn that lesson, the
less taxing our investment experi-
ence will be.

INVESTING
RON LIEBER

A measure that targets
trades has virtues, but
it may cost investors.

In Tax Idea,
The Good
And Bad
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Downsizing Offers a Way for Older Adults to Get a Fresh Start
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A Sin Tax on Trading
Bernie Sanders’ presidential campaign has introduced a plan to tax
financial transactions aimed at hedge funds and high-speed traders.

Under 1%
The plan calls for a 0.5 percent tax on the value of stock transactions, 0.1
percent for bonds, and 0.005 percent for derivatives.

7.2%
High volume trading has been shown to reduce returns. One study of
individual households found that the most actively trading households
earned 7.2 percent less than their least active counterparts.

1.62%
Vanguard says that a 0.1 percent tax on stock transactions would reduce
returns of actively managed funds that buy small stocks by 1.62 percent.


