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Meet the self-directed IRA

you open an IRA

“They're also seeking to di- Sowhat s a self-directed
atabank or bro- versifyso that their entire IRA?
kerage firm, you're retirement doesn't ebb and “The term self-directed does
typically limited to choosing flowwith just the stock mar- not actually have any legal
their investment products. ket. connotation,” according to
And your investment PAMELA YIP “These people want more Pensco Trust Co. “It does not
choices are pretty much lim- pyip@dallasnews.com control over their retirement implya different type of IRA or
ited to stocks, mutual funds accounts. They want the op- aseparate set of IRS rules.
and bonds. IRA comesin. portunities tonotjusthaveall  Self-directed is simplyan
But some investors want to “Peopleareseekinghigher  theirmoney focused onthe accepted industry term in-
do more with their IRAs and returnsthan whatthey'veseen  stock market. Theyrelooking  dicating thatthe IRA custodi-
invest in nontraditional in- intheir mutual fund accounts,” ~ for that diversification,aswell  anisallowingthe IRA owner
vestments such asreal estate,  said Adam chief asthe opportunitytodoin- greater control over their
hedge funds or limited part- executiveoftheIRAFinancial ~ vestmentsthattheyknowand  investment decisions”
i Group, which helpsinvestors that they havealittle bit more
That's where a self-directed ~ set up self-directed IRAs. trustin” See HANDLE Page 6D
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auer.

Business at Pensco has
doubled in the last five years,
driques.

Before you venture into a
self-directed IRA, make sure
that you're participating in your
employer’s 401(k) plan — espe-
cially if it matches your contri-
bution. Then look to an IRA if
you have funds left over for

savings.

But self-directed IRAs
aren't for everyone. Here's what
you need to consider:

Your knowledge level

How knowledgeable are you
about the investments you
want to put in your self-direct-
ed IRA?

“If you have no comfort in
real estate, then maybe you
shouldn’t be using a good por-
tion of your retirement funds to
buy real estate,” Bergman said.
“If you don't feel [precious]
metals are going to be a strong
investment, maybe you don’t
want to buy it. If you're not sure
of what you know and what you
don’t know, you wanttobe a
little bit more conservative.”

A note about precious met-
als: The only precious metals
you're allowed to put in an IRA
are certain types of coins and
bullion.

The long haul

Canyou hold the asset in
your IRA for the long haul?

You should be investing
your retirement money for the

l\wlllimw Ll Adad - hadennad
an alternative asset, you may
end up holding it for a time
horizon that makes you uncom-
fortable.”

For example, if you own real
estate in your IRA and market
conditions are bad, you might
not be able to sell it when you
want to.

Know the rules

It’s critical to know the rules
because if you trip up here, the
Internal Revenue Service could
disqualify your IRA and you
could end up paying income tax
and a penalty that could jeop-
ardize your funds.

“Therulesare nojoke,”
Rodriques said.

For example, there are cer-
tain “prohibited transactions,”
such as using IRA funds to buy
collectibles or alife insurance

policy ortolend toa family
member.

“Dealing with family mem-
bers when it comes to your IRA
isa prohibited transaction
because you are considered to
beself-dealing,"saidEdSloﬂ,a
certified public accountant and
author of several books on
IRAs.

Self-dealing means you're
using the fundsin your IRA “for
your benefit, not that of the
account,” hesaid.

“This means that even
though it is your savings ac-
count, you cannot just treat it as
another pocket to dip into for
cashyou may need to make any
old investment,” Slott said. “If
youdo, your entire account may

DE pruuent

“SometimesanIRAisa
great place to focus on that part
of your portfolio where you
don'thave to worry about cap-
ital gains and losses [because of
tax deferral], soyou can use
that IRA asa place to do alittle
more active trading strategies,”
said Wade Chessman, presi-
dent of Chessman Wealth
Strategies in Dallas.

“It’s a great place to focus on
your more income-oriented
investments because you have
the ability of tax deferral,” he

Stay vigilant
Always investigate anyone
who pitches you an investment.
“There are people who rou-
tinely set up investment scams
to prey on the elderly,” Ro-
dnquessaad."lfsomeonem

Don't forget that this is your
retirement money and you
need to be especially protective
ofit.

AsRodriques said: “You're
moving the country’s most
precious citizen asset into an
investment that you are now
moredirectlyinvolvedin.”




