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SECURE ACT 2.0
The year-end fiscal 2023 government funding bill 
contained legislation that makes the most significant 
changes to the U.S. retirement savings system in 
decades. The SECURE Act 2.0 legislation builds on 
retirement savings changes passed in 2019 and 
contains new provisions that further raise the 
required minimum distribution (RMD) age, shift to 
automatic plan enrollment and provide for new 
matching/emergency withdrawal opportunities. Most 
of the key provisions are effective in the 2024-2025 
timeframe, but smaller adjustments (such as an 
increase in the RMD age to 73) will be effective in 
2023. See below for a detailed overview of the key 
provisions in the legislation and the effective 
timelines.

SECURE Act  2.0 is t he second bipar t isan bil l  
designed t o boost  access t o ret irem ent  
savings

The SECURE Act 2.0 is a follow-up bill to the original 
SECURE Act passed in 2019, which began the process 
of increasing the RMD age from 70 1/2 and increasing 
participation in retirement savings plans through 
various tax incentives and eased administrative rules 
for employer-sponsored retirement plans.

The new legislation goes well beyond the original 
iteration and seeks to expand participation in 
retirement savings plans through mandatory 
enrollments as well as increased flexibility in the 
individual use of advantaged savings accounts. The 
new legislation will also extend the savings timeframe 
before RMDs are required to 75 by 2033 ? an almost 
five-year increase from the original RMD distribution 
age. Overall, the changes enacted by the legislation 
(to be phased in over a multi-year period) are likely to 
boost the asset base for asset managers through 
increased participation and interest in retirement 
savings plans.

Key changes w il l  be phased in over  a 
m ult i-year  per iod

The most significant changes to the U.S. retirement 
savings system enacted as part of the recent 
legislation include a higher RMD age (rising to 75 by 
2033), a shift to automatic enrollment for new 
retirement plans, an allowance for matching 
contributions to be made for student loan payments 
(expanding the retirement savings of younger adults), 
higher catch-up limits for those ages 60-63, and 
additional opportunities for penalty-free 
withdrawals/ lower penalties for missed RMDs that are 
corrected.

Starting in 2025, eligible employees will be 
automatically enrolled into new employer-sponsored 
retirement plans. Contributions will be set with 
enrollment between 3-10%, rising by 1% each year 
unless employees elect to opt out. Under-the-radar 
provisions include an expansion of multiple employer 
plans (MEPs) and pooled employer plans (PEPs) to 
include 403(b)s, 529 to Roth IRA rollovers (max 
$35,000), and employer-offered de minimis financial 
incentives (such as gift cards or other financial 
awards) to increase employee participation in 
retirement plans.

Detailed descriptions of the key provisions as follows:

- Aut om at ic enrollm ent : Eligible employees 
are required to be automatically enrolled in 
new 401(k) and 403(b) retirement savings 
plans with a contribution between 3-10%, 
rising by 1% annually (up to 15%) unless 
employees opt out. Automatic enrollment is 
effective starting 2025.

- Higher  RMD age: The RMD age is raised to 73 
in 2023 and 75 starting 2033.

- MEP and PEP access for  403(b) plans: Access 
to multiple employer plans (MEPs) and pooled 
employer plans (PEPs) is expanded to include 
403(b) plans.
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INFLATION PERSISTS
Inflation is a sustained increase in prices that reduces the purchasing power of your money over 

time. According to the Consumer Price Index (CPI), inflation peaked at an annual rate of 9.1% in June 
2022, the fastest pace since 1981, before ticking down to 7.7% in October.1

The CPI tracks changes in the cost of a market basket of goods and services purchased by 
consumers. Items are sorted into more than 200 categories and weighted according to their "relative 
importance," a ratio that represents how consumers divide up their spending, on average. Basic needs 
such as shelter (33%), food (14%), energy (8%), transportation (8%), and medical care (7%) account for 
about two-thirds of consumer expenditures. Because the CPI is a comprehensive measure of prices 
across the U.S. economy, the index also contains many items that an individual consumer may purchase 
infrequently, or not at all.

Wide variations in spending patterns help explain why some consumers feel the sting of inflation 
more than others. This means that the extent to which you experience inflation depends a lot on where 
you live, as well as your age, health, income, family size, and lifestyle. In effect, your personal inflation 
rate could be significantly higher or lower than the average headline inflation rate captured in the CPI. 
Consider the following examples.

- In October 2022, the 12-month increase in the cost of shelter was 6.9%.2 Shelter carries the most 
weight of any category in the CPI, which made fast-rising home prices and rents a top driver of 

- Mat ching cont r ibut ions for  em ployee st udent  loan paym ent s: Plan sponsors may make matching 
contributions to 401(k), 403(b), and simple IRA plans for qualified student loan payments made by 
employees effective 2024.

- Expanded em ergency expense dist r ibut ion allowances: Emergency distributions of up to $1,000 are 
permitted for unforeseeable or immediate financial needs relating to personal or family emergency 
expenses once per year, to be paid back within three years (effective 2024).

- Tax and penalt y f ree rollover  f rom  529 t o Rot h IRA: Beneficiaries of 529 college savings accounts are 
permitted to rollover up to $35,000 from a 529 account in their name to a Roth IRA account. Rollovers 
are subject to IRA annual contribution limits and are available for 529 accounts which have been open 
for more than 15 years. Rollovers are permitted starting 2024.

- Reduced penalt y for  fai lure t o t ake RMDs: A tax penalty of 50% for failure to take RMDs is reduced to 
25%. For IRAs, the tax is further reduced to 10% if corrected. Reduction is effective as of the bill?s 
signing.

- Higher  cat ch-up cont r ibut ion allowances: For those ages 60-63, the catch-up contribution limit is 
raised to the greater of $10,000 or 50% higher than the regular catch-up amount. The higher allowance 
is effective starting 2025.

- Em ergency w it hdrawals for  dom est ic abuse survivors: Emergency withdrawals for the expenses of 
individuals escaping domestic abuse situations are provided at the lesser of $10,000 or 50% of the 
value of the account, to be repaid over three years with a refund of income taxes paid on the repaid 
amount. Withdrawals permitted starting 2024.

- Em ergency w it hdrawals for  disast er  relief : Withdrawals of up to $22,000 from employer retirement 
accounts or IRAs are permitted for individuals affected by a federally declared disaster. These 
emergency-related withdrawals are permitted for disasters occurring on or after January 26, 2021.

- Expanded adm inist rat ive cost  t ax credit  for  new  businesses: A 50% tax credit for administrative 
costs incurred by new businesses is raised to 100% for companies with 50 or less employees effective 
2023.

- Em ployer -of fered incent ives: De minimis financial incentives (such as gift cards or other financial 
awards) are permitted for sponsor efforts to boost employee participation in retirement savings plans, effective as 
of the signing of the bill into law.
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FIND US ON SOCIAL MEDIA
If you want to stay up to date on what's happening with The 
Compass Wealth Group, as well as gain access to interesting articles 
and the latest financial news, follow us on Facebook and LinkedIn. 
We post 2- 3 relevant articles per week in order to give you our 
insights on interesting news and current financial trends. 

We gladly accept  referrals. If you know someone who might  
benefit  from our services, please let  us know. Here is a list  of 
services that  we offer:

- Financial Planning

- Ret irement  Planning

- College Planning

- Port folio Management

- Charitable Gift  Planning

- Business Planning

- Long-Term Care, Life & Disability 
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This information, developed by an independent third party, has been obtained from sources considered to be reliable, but Raymond James Financial Services, Inc. does 
not guarantee that the foregoing material is accurate or complete. This information is not a complete summary or statement of all available data necessary for making an 
investment decision and does not constitute a recommendation. The information contained in this report does not purport to be a complete description of the securities, 

markets, or developments referred to in this material. This information is not intended as a solicitation or an offer to buy or sell any security referred to herein. 
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Financial Services, Inc. does not provide advice on tax, legal or mortgage issues. These matters should be discussed with the appropriate professional.

Links are being provided for information purposes only. Raymond James is not affiliated with and does not endorse, authorize or sponsor any of the listed websites or 
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Securities offered through Raymond James Financial Services, Inc., member FINRA/ SIPC, an independent broker/ dealer, and are not insured by FDIC, NCUA or any 
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possible loss of principal. Investment advisory services offered through Raymond James Financial Services Advisors, Inc. The Compass Wealth Group is not a registered 

broker/ dealer and is independent of Raymond James Financial Services.

Find Brian, Randy and Jess on LinkedIn for their posts and insights

inflation over the previous year. A first-time homebuyer, or a renter who signs a new lease, is likely 
to feel the full impact of these hefty price increases. However, a homeowner with a fixed-rate 
mortgage is generally insulated from these rising costs and might even benefit financially from 
home-equity gains.

- Gasoline surged 17.5% during the 12 months ended in October 2022.3 Individuals who rarely drive, 
possibly because they are retired or work remotely, might have been able to shrug off the price 
spike. But for drivers with long commutes, filling up the gas tank regularly might have put a sizable 
dent in their households' finances, in some cases forcing them to cut back on other purchases.

- Food and beverage prices rose 10.9% over the same 12-month period, a trend that clearly affects 
everyone.4 But rising food costs tend to put more pressure on the budgets of lower-income 
households because they spend a greater share of their income on necessities and typically have 
smaller financial cushions. Plus, shoppers can't easily switch to lower-cost options if they are already 
relying on them.5

1-4) U.S. Bureau of Labor Statistics, 2022

5) Federal Reserve, 2022
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