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What a difference a year can make! 2019
ended with a bang as stocks finished with
their best year since 2013. That is in sharp
contrast to the sell off during the 4th
quarter of 2018. The year also finished with
some significant changes in the form of the
SECURE Act, some of which is highlighted
in the second article of this newsletter. It is
good to see the government expand
retirement savings and delay required
minimum distributions. In my opinion, these
changes were long overdue. Going
forward, | expect we will see more changes
to account for the fact that Americans are
living longer, and we have a retirement
savings crisis. To me, these changes
continue to send the message that people
need to be saving and investing for their
own retirement. Unfortunately, many
people are not making it a priority. If you
know someone who isn't, help them by
stressing how important it is. As always,
thank you for your business, thanks for
reading, and contact me with any
questions!
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Did You Know...?

Three Regrets of Retirees

A recent survey found
that more than half of
retirees have
retirement planning
regrets. Unfortunately,
many of these retirees
had to cut back on
their lifestyles to
compensate for
financial shortfalls.1

Considering their most common regrets may
help you avoid making the same mistakes.

Not saving enough

More than one-third of retirees wish they had
saved more.2 How much is enough? The
amount you need depends on your other
sources of income and your anticipated
retirement lifestyle.

It might be helpful to consider the 4% rule, a
traditional guideline for the percentage of
savings that you may be able to withdraw each
year without depleting your nest egg over a
30-year retirement. For example, $100,000 in
savings would provide only $4,000 in annual
income. If you will need $20,000 from your
savings each year, you should have $500,000
socked away by the time you retire.
Withdrawing $40,000 annually might require $1
million in savings.

The longer you have before retirement, the
more time you have to take advantage of
long-term savings and compounding of
potential returns.

If you have a workplace plan, you might start by
saving enough to receive any employer match
and then increase your savings percentage by
1% each year until you reach 15% or more.
You may need to target a higher percentage if
you get a late start. Even if retirement is coming
soon, you might be surprised by how much you
can save if you focus on that goal.

Relying too much on Social Security

Social Security was never meant to meet all
your retirement income needs. The average
2019 monthly benefit of $1,461 for a retired
worker and $2,448 for a couple would hardly
provide a comfortable retirement. The 2019
maximum worker benefit of $2,861 at full
retirement age would be better, but that would
require maximum taxable Social Security
earnings for at least 35 years. If you postpone
claiming Social Security after reaching full
retirement age, your benefit increases by 8%
annually. For example, if you were born in 1960
or later, your full retirement age will be 67 under
current law, so working until age 70 would
increase your benefit by 24%.3

According to the most recent trustees report,
Social Security may be able to pay out only
77% of scheduled retirement benefits beginning
in 2034, unless Congress takes action to
strengthen the program.4 Considering the
importance of Social Security, it seems unlikely
that benefits will be reduced to that level, but
this is another reason not to count too much on
Social Security benefits for retirement income.

Not paying off debts

Carrying heavy debt can be a strain at any
stage of life, but it can be especially difficult for
retirees living on a fixed income. Paying off
your home before you retire not only reduces
your monthly expenses but also provides equity
that could be tapped if necessary for future
needs. Before paying off your mortgage,
however, it might be wise to pay off credit cards
and other high-interest loans.

The road to retirement can be challenging, but
avoiding the mistakes made by those who have
traveled before you may help you reach your
destination with fewer regrets.

1-2 National Association of Plan Advisors, December
8,2018

3-4 Social Security Administration, 2019
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The SECURE Act Offers New Opportunities for Individuals and

Businesses

The SECURE Act (Setting Every Community
Up for Retirement Enhancement Act) is major
legislation that was passed by Congress as part
of a larger spending bill and signed into law by
the president in December. Here are a few
provisions that may affect you. Unless
otherwise noted, the new rules apply to tax or
plan years starting January 1, 2020.

If you're still saving for retirement

To address increasing life expectancies, the
new law repeals the prohibition on contributions
to a traditional IRA by someone who has
reached age 70%2. Starting with 2020
contributions, the age limit has been removed,
but individuals must still have earned income.

If you're not ready to take required
minimum distributions

Individuals can now wait until age 72 to take
required minimum distributions (RMDs) from
traditional, SEP, and SIMPLE IRAs and
retirement plans instead of taking them at age
70%. (Technically, RMDs must start by April 1
of the year following the year an individual
reaches age 72 or, for certain employer
retirement plans, the year an individual retires,
if later).

If you're adding a child to your family

Workers can now take penalty-free early
withdrawals of up to $5,000 from their qualified
retirement plans and IRAs to pay for expenses
related to the birth or adoption of a child.
(Regular income taxes still apply.)

If you're paying education expenses

Individuals with 529 college savings plans may
now be able to use account funds to help pay
off qualified student loans (a $10,000 lifetime
limit applies per beneficiary or sibling). Account
funds may also be used for qualified
higher-education expenses for registered
apprenticeship programs. Distributions made
after December 31, 2018, may qualify.*

If you're working part-time

Part-time workers who log at least 500 hours in
three consecutive years must be allowed to
participate in a company's elective deferral
retirement plan. The previous requirement was
1,000 hours and one year of service. The new
rule applies to plan years beginning on or after
January 1, 2021.

If you're an employer offering a
retirement plan
Employers that offer plans with an automatic

enrollment feature may automatically increase
employee contributions until they reach 15% of

pay (the previous cap was 10% of pay).
Employees will have the opportunity to opt out
of the increase.

Small employers may also benefit from new tax
credit incentives. The tax credit that smalll
businesses may take for starting a new
retirement plan has increased. Employers may
now take a credit equal to the greater of (1)
$500 or (2) the lesser of (a) $250 times the
number of non-highly compensated eligible
employees or (b) $5,000. The previous
maximum credit amount allowed was 50% of
startup costs up to a maximum of $1,000 (i.e., a
$500 maximum credit).

In addition, a new tax credit of up to $500 is
available to employers that launch a new
SIMPLE IRA or 401(k) plan with automatic
enrollment.

These credits are available for three years, and
employers that qualify may claim both credits.

*There are generally fees and expenses
associated with 529 savings plan participation.
Investments may lose money or not perform
well enough to cover college costs as
anticipated. Investment earnings accumulate on
a tax-deferred basis, and withdrawals are
tax-free if used for qualified higher-education
expenses. For withdrawals not used for
qualified higher-education expenses, earnings
may be subject to taxation as ordinary income
and possibly a 10% federal income tax penalty.
Discuss the tax implications of a 529 savings
plan with your legal and/or tax advisors; these
can vary significantly from state to state. Most
states offer their own 529 plans, which may
provide advantages and benefits exclusively for
residents and taxpayers, including financial aid,
scholarship funds, and protection from
creditors.

Before investing in a 529 savings plan, consider
the investment objectives, risks, charges, and
expenses carefully. Obtain the official
disclosure statements and applicable
prospectuses — which contain this and other
information about the investment options,
underlying investments, and investment
company — from your financial professional.
Read these materials carefully before investing.
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Key Retirement and Tax Numbers for 2020

Every year, the Internal Revenue Service
announces cost-of-living adjustments that affect
contribution limits for retirement plans and
various tax deduction, exclusion, exemption,
and threshold amounts. Here are a few of the
key adjustments for 2020.

Employer retirement plans

« Employees who participate in 401(k), 403(b),
and most 457 plans can defer up to $19,500
in compensation in 2020 (up from $19,000 in
2019); employees age 50 and older can defer
up to an additional $6,500 in 2020 (up from
$6,000 in 2019).

« Employees participating in a SIMPLE
retirement plan can defer up to $13,500 in
2020 (up from $13,000 in 2019), and
employees age 50 and older can defer up to
an additional $3,000 in 2020 (the same as in
2019).

IRAs

The combined annual limit on contributions to
traditional and Roth IRAs is $6,000 in 2020 (the
same as in 2019), with individuals age 50 and
older able to contribute an additional $1,000.
For individuals who are covered by a workplace
retirement plan, the deduction for contributions
to a traditional IRA phases out for the following
modified adjusted gross income (MAGI) ranges:

2019 2020
Single/lhead  $64,000 - $65,000 -
of household $74,000 $75,000
(HOH)
Married filing $103,000 - $104,000 -
jointly (MFJ) $123,000 $124,000
Married filing $0 - $10,000 $0 - $10,000
separately
(MES)

Note: The 2020 phaseout range is $196,000 -
$206,000 (up from $193,000 - $203,000 in
2019) when the individual making the IRA
contribution is not covered by a workplace
retirement plan but is filing jointly with a spouse
who is covered.

The modified adjusted gross income phaseout
ranges for individuals to make contributions to a
Roth IRA are:

2019 2020
Single/HOH  $122,000 - $124,000 -

$137,000 $139,000
MFJ $193,000 - $196,000 -

$203,000 $206,000
MFS $0 - $10,000  $0 - $10,000

Estate and gift tax

* The annual gift tax exclusion for 2020 is
$15,000, the same as in 2019.

¢ The gift and estate tax basic exclusion
amount for 2020 is $11,580,000, up from
$11,400,000 in 2019.

Standard deduction

2019 2020
Single $12,200 $12,400
HOH $18,350 $18,650
MFJ $24,400 $24,800
MFS $12,200 $12,400

Note: The additional standard deduction
amount for the blind or aged (age 65 or older)
in 2020 is $1,650 (the same as in 2019) for
single/HOH or $1,300 (the same as in 2019) for
all other filing statuses. Special rules apply if
you can be claimed as a dependent by another
taxpayer.

Alternative minimum tax (AMT)

2019 |2020
Maximum AMT exemption amount
Single/HOH |$71,700 $72,900
MFJ $111,700 $113,400
MFS $55,850 $56,700
Exemption phaseout threshold
Single/HOH |$510,300 $518,400
MFJ $1,020,600 $1,036,800
MFS $510,300 $518,400
26% rate on AMTI* up to this amount, 28%
rate on AMTI above this amount
MES $97,400 $98,950
All others $194,800 $197,900

*Alternative minimum taxable income
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If you find that you are
struggling to pay down a credit
card balance, here are some
strategies that can help
eliminate your credit card debt.

Pay off cards with the highest interest rate
first. If you have more than one card that
carries an outstanding balance, one option is to
prioritize your payments according to their
interest rates. Send as large a payment as you
can to the card with the highest interest rate
and continue making payments on the other
cards until the card with the highest interest
rate is paid off. You can then focus your
repayment efforts on the card with the
next-highest interest rate, and so on, until
they're all paid off.

Apply for a balance transfer with another
card. Many credit card companies offer highly
competitive balance transfer offers (e.g., 0%
interest for 12 months). Transferring your credit
card balance to a card with a lower interest rate
may enable you to reduce interest fees and pay
more against your existing balance.

Most lenders use credit report
information to evaluate the
creditworthiness of potential
borrowers. Borrowers with

= £ < good credit are presumed to
be more creditworthy and may find it easier to
obtain a loan, often at a lower interest rate.

You can do a number of things to help improve
what's on your credit report, including the
following.

Pay bills on time. Your credit report provides
information to lenders regarding your payment
history. For the most part, a lender may
assume that you can be trusted to make timely
monthly debt payments in the future if you have
done so in the past. Consequently, if you have
a history of late payments and/or unpaid debts,
a lender may consider you to be a high credit
risk and turn you down for a loan.

Limit credit inquiries. Each time you apply for
credit, the lender will request a copy of your
credit report. The lender's request then appears
as a "hard inquiry" on your credit report. Too
many of these inquiries in a short amount of
time could be viewed negatively by a potential
lender, since it may indicate that the borrower
has a history of being turned down for loans or

How can | lower my credit card debt?

Most balance transfer offers charge a fee
(usually a percentage of the balance
transferred), so be sure to do the calculations to
make sure it's cost-effective before you apply.

Pay more than the minimum. If you pay only
the minimum payment due on a credit card,
you'll continue to carry the bulk of your balance
forward without reducing your overall balance.
Instead, try to make payments that exceed the
minimum amount due. For more detailed
information on the impact that making just the
minimum payment will have on your overall
balance, you can refer to your monthly
statement.

Look for available funds to make a
lump-sum payment. Are you expecting an
employment bonus or other financial windfall in
the near future? If so, consider using those
funds to eliminate or pay down your credit card
balance.

How can | improve my credit report?

has access to too much credit.

Build a credit history. You may have good
credit, but not enough of it. As a result, you may
need to build up more of your credit history
before a lender deems you worthy to take on
new debt.

Correct errors on your report. Uncorrected
errors on a credit report could make it difficult
for a lender to accurately evaluate
creditworthiness and could result in a loan
denial. If you have errors on your credit report,
it's important to correct your report by disputing
inaccurate or incomplete information,

Finally, if you are ever turned down for a loan,
you can find out why. Under federal law, you
are entitled to a free copy of your credit report
as long as you request it within 60 days of
receiving notice of a company's adverse action
against you. Federal law also entitles you to a
free annual credit report from all three credit
reporting agencies (Experian, Equifax™, and
Trans Union™). You can obtain this report by
visiting AnnualCreditReport.com.
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