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State Street Global Advisors has in-
troduced an exchange-traded fund
called the SPDR Gender Diversity
Index E.T.F. The fund’s ticker sym-
bol is catchier: SHE.

The fund’s goal is to achieve
market-rate returns by investing
in United States companies that
“are leaders in advancing women
through gender diversity on their
boards of directors and in manage-
ment.” It will track an index of 125 to
150 stocks from the Russell 1000 in-
dex that have scored high on a scale
of gender metrics.

“It’s looking to create a way for
investors to put money into com-
panies that have figured out the
diversity challenge — that have
managed to recruit and retain wom-
en in senior leadership positions,”
said Kristi Mitchem, head of the
Americas institutional client group
at State Street.

The new fund is part of a wave
of so-called impact investments —
those made in companies, organiza-
tions and funds with the intention of
generating a measurable, beneficial
social and environmental impact.
SHE is built on research from the
McKinsey Global Institute; Cata-
lyst, a nonprofit group focused on
women’s inclusion; and others that
have shown the positive impact
women have, or could have, on com-
panies when they are in senior lead-
ership.

What remains to be seen is how
impact investors and the investing
community will receive the new
E.T.F. This is not the first attempt to
use an E.T.F. to invest in companies
that appear to be better than their
peers in promoting women to their
senior ranks. Barclays started an
exchange-traded note in 2014 called
the Women in Leadership E.T.N.
It is relatively small, with about
$27.6 million invested in it. The
note tracks the Barclays Women
in Leadership Total Return Index,
which comprises American compa-
nies with a female chief executive
or a board made up of at least 25
percent women, or both.

And Denver Investments created
the Workplace Equality Portfolio

E.T.F., also in 2014. It has less than
$10 million in assets and a compar-
atively high fee of three-quarters of
a percent.

Neither has substantial assets
nor has had a stellar performance.

The SHE E.T.F., on the other hand,
is getting a lift from the California
State Teachers’ Retirement System,
which is putting in $250 million and
will increase that to $500 million
in the coming months, said Chris-
topher J. Ailman, chief investment
officer of the pension fund.

“We thought this was a very
smart play,” Mr. Ailman said.

Ms. Mitchem said aimed to get as-
sets to $1.5 billion to $2 billion in the
first year. That could be a lofty goal.

There are two bigger forces at
work in State Street’s introduction
of SHE: the increased interest in
impact investing and the seeming
ease with which investors can buy
and sell exchange-traded funds.

Michael Lear, a vice president
and portfolio manager at Athena
Capital Advisors, which manag-
es $6 billion, invests client money
across a range of impact strategies.
He said he could see the interest in
impact E.T.F.s from some investors.

But for his wealthier clients, he said,
he largely avoids exchange-trad-
ed funds for an impact investment
because he is worried that an E.T.F.
could be riskier than people imag-
ine.

To make sure that the companies
in the index tracked by the SHE
E.T.F. are meeting the gender cri-
teria, Ms. Mitchem said the index
would be rebalanced annually. Com-
panies will be included if they have
the highest level of women in senior
leadership in their sector.

There is also a charitable com-
ponent. The charitable fund, called
SHE Gives Back, will donate money
to organizations that help limit ear-
ly gender bias against girls hoping
to become leaders.

The giveback provision, while
novel, does not amount to a lot of
money. It is calculated as 5 per-
cent of State Street’s fee, but since
one of the selling points of any ex-
change-traded fund is its low cost,
the fee is only one-fifth of 1 percent.
So on the California teachers’ $500
million investment, the charitable
donation would be $50,000.

Still, these are early days. For the
true impact to be felt, it will take
years and, in this case, a lot more in
assets invested.

ANN SUMMA FOR THE NEW YORK TIMES

CHARLIE MAHONEY FOR THE NEW YORK TIMES

INVESTING
PAUL SULLIVAN

Investing to support
companies that are
advancing female leaders.

Retirees need to
manage withdrawals at
the lowest cost possible.

New Fund Strikes a Blow for Women

A Loan
To Help
You Save

Tax Strategies When Work Is Over

A Plan Can Guide You
Only If You Follow It

I ski the backcountry a lot, so I pay
close attention to reports of ava-
lanches. This year alone there have
been 20 avalanche fatalities in the
United States.

Few avalanche accidents are
completely random. Many skiers
get caught because they are igno-
rant of the danger. Or they had a
plan to stay safe and then didn’t fol-
low those rules.

I’ve heard and read many stories
like this: “When we left the car, we
promised we wouldn’t ski that slope
because we knew it was dangerous.
But then we got up there, it was a
beautiful day and there was a foot of
fresh powder. We talked ourselves
into doing it.”

What I find so interesting about
these anecdotes is how much they
remind me of the way we treat risk,
particularly in our financial lives. At
the very least, there are two very
important lessons we can learn.

Risk doesn’t exist until you expe-
rience it.

When we’re investing, we do
lifeboat drills to practice what we
would do if one morning our portfo-
lio was down 30 percent. That’s not
the same, though, as actually wak-
ing up on that terrifying morning.

Unfortunately, what we plan to
do is often different from what we
actually do. That doesn’t make life-
boat drills any less valuable. It’s just
worth understanding that in spite of
all that practice, there’s still a good
chance that when we face real risk
we’ll tend to react differently. We
overestimate our ability to tolerate

risk. So it’s worth planning for that,
too.

Bad things happen when we don’t
follow our own rules.

When we work with a financial
adviser, our rules for handling fi-
nancial risk often appear in the form
of an investment policy statement.
The statement specifically outlines
what risk we’re comfortable taking
(how much we want to invest in the
stock market versus bonds). It also
explains how we’re going to behave
when that risk shows up and how
we’re going to rebalance our invest-

ments when we suffer loss-
es so that we still have the
targeted amount of different
holdings. You can write one
for yourself easily enough if
you’re not hiring someone to
help.

Perhaps the only thing
worse than not having an in-
vestment policy statement
is not following the one you
do have. The rules set by
the statement prevent us
from making rash, emotion-
al decisions at precisely the

time when calm, collected, logical
thought is most valuable. When we
abandon those rules in our most
vulnerable state, we open the door
for disaster.

Almost any type of investing re-
quires us to accept irreducible un-
certainty: risk that, in the end, we
just can’t get rid of. That’s why hav-
ing rules is so important.

Whether backcountry skiing or
investing, having a plan and stick-
ing to it is critical for managing the
inevitable risks that all of us eventu-
ally end up facing.

SKETCH GUY
CARL RICHARDS

CARL RICHARDS

This tax season was the first in
which Charlie Clark, 64, filed his re-
turn with his newly attained status:
retiree.

When he ran the numbers
through TurboTax, he was pleas-
antly surprised. “This year, holy
cow, we were in the 15 percent tax
bracket for the first time in proba-
bly 30-something years,” said Mr.
Clark. “That is pretty sweet.”

When the paychecks stop coming,
minimizing the tax bite becomes
even more important. There are
several strategies that can help,
particularly when retirees sudden-
ly find themselves in a lower tax
bracket. “It sometimes requires
changing their mind-set from de-
cades of packing money into retire-
ment accounts to considering how
to get that money out at the lowest
cost,” said Robert Schmansky, a fi-
nancial planner in Michigan. “Many
just try to postpone withdrawals,
but that’s not necessarily the best
approach.”

James Wood, 82, provides some
guideposts. “When I retired 17 years
ago,” he said, “I set my goal to re-

duce taxable income as much as
possible.” He used several methods,
including moving about 20 percent
of his tax-deferred savings to Roth
accounts, where the money could be
withdrawn tax-free.

Here are some more ideas:
■ Manage tax brackets: With a

little planning, many older people
can manage which tax bracket they
will land in. But you will need differ-
ent types of retirement accounts to
work with, including a traditional
401(k) or I.R.A. (tax-deferred), a

Roth I.R.A. (money is withdrawn
tax-free) and taxable investment
accounts. That way, you can strat-
egize about what to draw from in a
given year and better manage how
much of your income is taxable.

Many people retire with the bulk
of their money tied up in traditional
retirement accounts. That does not
leave much flexibility, especially
once you are required to begin tak-
ing minimum distributions — after
age 70½. But there are several ac-

tions a retiree might take earlier.
One approach is to simply start
spending down traditional I.R.A.
accounts first — perhaps while de-
laying taking Social Security.

For those who need more than the
minimum distribution to cover ex-
penses, one way to keep taxable in-
come down is to make withdrawals
from a Roth I.R.A., or a brokerage
account, paying capital gains only
on the profit.

“We have some control in retire-
ment of what that adjusted gross
income will look like prior to 70½,
depending on what levers we pull,”
said Ann Reilley Gugle, a financial
planner in Charlotte, N.C.

■ Roth conversion: Retirees
might consider converting a por-
tion of a traditional I.R.A. account
to a Roth I.R.A. Taxes will be due
on the amount converted, which is
why this is best done when you’re in
a lower tax bracket.

There’s room for many retirees
in the 15 percent tax bracket to con-
vert the money. While the upper
limit on taxable income of the 15
percent bracket is $37,450 for sin-
gles and $74,900 for joint filers in
2015, in reality, many taxpayers can
remain in that bracket and still earn
much more.

Figuring out if a Roth conver-
sion makes sense requires detailed
analysis, including making certain
assumptions about the future direc-
tion of tax rates. The good news? If
you get it wrong, you have until the
due date of the return to reverse the
transaction.

■ Pay $0 in capital gains: Long-
term capital gains are not taxed for
people in the 10 and 15 percent tax
brackets, which means many retir-
ees will have opportunities to pay
nothing at all.

■ Medical deductions: People 65
and older have an advantage in 2015
and 2016: They can deduct medical
and dental expenses that exceed 7.5
percent of their adjusted gross in-
come. After 2016, the floor will rise
to 10 percent.

■ Part-time work: Working part
time in retirement can have import-
ant tax implications; extra income
could push Social Security benefits
into taxable territory. The upside,
for a couple where at least one per-
son is working, is that each spouse
can shelter up to $6,500 in tradition-
al or Roth I.R.A. accounts.

All in all, many older people face a
number of decisions that may make
it worth consulting an expert to help
map out a plan.
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YOUR MONEY
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Saving money by taking out a loan
may sound counterintuitive, but
a program offered by some credit
unions is aimed at having consum-
ers do just that.

“Borrow and Save” programs
showed promise in a recent pilot
test at 12 credit unions, said Andrew
Downin of Filene Research Insti-
tute, a consumer finance research
organization.

“The goal is to establish a be-
havior and a habit of saving,” Mr.
Downin said.

The loan program was initially
used by members of the National
Federation of Community Devel-
opment Credit Unions to help their
low- and moderate-income custom-
ers avoid high-cost borrowing and
build savings for emergencies.

Research from the Pew Charita-
ble Trusts found that 41 percent of
households lack enough liquid sav-
ings to cover an unexpected $2,000
expense. With no cushion to draw
on, consumers hit with a costly car
repair or a medical bill may turn to
sources like payday lenders. If they
cannot repay the short-term payday
loan on time, they end up borrowing
again and paying exorbitant inter-
est rates and fees, often entering
a cycle of debt that is difficult to
break.

Different credit unions may have
variations of Borrow and Save.
Typically, a portion of the amount
borrowed is set aside in a savings
account, and remains there while
the borrower repays the loan in
monthly installments. (If you bor-
rowed $1,000 and the bank required
a 50 percent set-aside, $500 would
go into the savings account.) Once
the loan is paid off, the borrower has
access to the savings.

Q & A

¶ What is the average interest
rate for a Borrow and Save
loan?
Rates in the pilot program
ranged from nearly 10 percent
to as much as 28 percent. Those
rates may seem high compared
with those for more tradition-
al loans, but they are lower
than the rates for most payday
loans, which can charge fees
that equate to annual percent-
age rates in the triple digits.

¶ What kind of a credit score
do I need for a Borrow and
Save loan?
The average credit score of bor-
rowers in the pilot was 562, but
the Filene report recommend-
ed that credit unions use the
scores as background informa-
tion rather than as qualification
criteria, since many people who
would benefit most have low
scores or no credit history.

¶ Where can I find a credit
union offering the loans?
Availability is still limited. A
list of the participants in the pi-
lot program is available in the
Filene report.

You can also search for main-
stream credit unions online
through the National Credit
Union Administration’s web-
site.
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Charlie Clark, 64,
found himself in

an usual place
when he filed
his tax return

this year: the 15
percent bracket.


