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Student Debt: It’s Not Just for Young Adults

Recent college graduates aren’t the only ones carrying student loan debt. A significant
number of older Americans have student debt, too. In fact, student loan debt is the
second-highest consumer debt category after mortgage debt. In total, outstanding
student loan debt in the United States now stands at approximately $1.5 frillion, with
the age 30 to 39 group carrying the highest load.

Student loan debt by age, in billions

Percentage of U.S. adults who
were satisfied with the overall
quality of K-12 education in
2019 — a bare majority but
the highest level since 2004.
The percentage of parents who
were satisfied with their own
children’s K-12 education was
18-29 30-39 40-49 50-59 60-69 70+ much higher at 82%.
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Mid-Year Is a Good Time to Fine-Tune Your Finances

The first part of 2020 was rocky, but there should be
better days ahead. Taking a close look at your finances
may give you the foundation you need to begin moving
forward. Mid-year is an ideal time to do so, because the
planning opportunities are potentially greater than if you
waited until the end of the year.

Renew Your Resolutions

At the beginning of the year, you may have vowed to
change your financial situation, perhaps by saving more,
spending less, or reducing your debt. Are these resolutions
still important to you? If your income, expenses, and life
circumstances have changed since then, you may need to
rethink your priorities.

While it may be difficult to look at your finances during
turbulent times, review financial statements and account
balances to determine whether you need to make any
changes to keep your financial plan on track.

Take Another Look at Your Taxes

Completing a mid-year estimate of your tax liability may
reveal planning opportunities. You can use last year’s tax
return as a basis, then factor in any anticipated adjustments
to your income and deductions for this year.

Check your withholding, especially if you owed taxes
or received a large refund. Doing that now, rather than
waiting until the end of the year, may help you avoid a
big tax bill or having too much of your money tied up
with Uncle Sam.

You can check your withholding by using the IRS
Tax Withholding Estimator at irs.gov/individuals/
tax-withholding-estimator. If necessary, adjust the amount
of federal or state income tax withheld from your paycheck
by filing a new Form W-4 with your employer.

Review Your Investments

Review your portfolio to make sure your asset allocation
is still in line with your financial goals, time horizon,
and tolerance for risk. Look at how your investments
have performed against appropriate benchmarks, and in
relationship to your expectations and needs. Consider
whether any changes are warranted, but be careful about
making them while the market is volatile.

Asset allocation is a method used to help manage
investment risk; it does not guarantee a profit or protect
against investment loss. All investing involves risk, including
the possible loss of principal, and there is no guarantee that
any investment strategy will be successfull.

Check Your Retirement Savings

If you're still saving for retirement, look for ways to
increase retirement plan contributions. For example, if
you receive a pay increase this year, you could contribute
a higher percentage of your salary to your employer-
sponsored retirement plan, such as a 401(k), 403(b), or
457(b) plan. If you’re age 50 or older, consider making
catch-up contributions to your employer plan. For 2020, the
contribution limit is $19,500, or $26,000 if you're eligible to
make catch-up contributions. If you are close to retirement
or already retired, take another look at your retirement
income needs and whether your current investment and
distribution strategy will provide enough income.

Read About Your Insurance Coverage

Are you familiar with the terms of your homeowners,
renters, and auto insurance policies? Do you know how
much disability or life insurance coverage you have? If not,
it’s time to add your insurance policies to your summer
reading list. Your insurance needs can change, and it’s
possible that your coverage hasn’t kept pace with your
income or family circumstances.

More to Consider

Here are some other questions you may want to ask as part of your mid-year financial review.
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Are your beneficiary
designations

up-to-date?

Do you have an
emergency fund?
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Have you checked your
credit score recently?
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How much is left

in your flexible
spending account?

Do you need to create
or update your will?



Four Questions on the Roth Five-Year Rule

The Roth “five-year rule” typically refers to when you
can take tax-free distributions of earnings from your Roth
IRA, Roth 401(k), or other work-based Roth account.

The rule states that you must wait five years after making
your first contribution, and the distribution must take place
after age 59%, when you become disabled, or when your
beneficiaries inherit the assets after your death. Roth IRAs
(but not workplace plans) also permit up to a $10,000
tax-free withdrawal of earnings after five years for a first-
time home purchase.

While this seems straightforward, several nuances may
affect your distribution’s tax status. Here are four questions
that examine some of them.

1. When does the clock start ticking?

“Five-year rule” is a bit misleading; in some cases, the
waiting period may be shorter. The countdown begins on
January 1 of the tax year for which you make your first
contribution. For example, if you open a Roth IRA on
December 31, 2020, the clock starts on January 1, 2020,
and ends on January 1, 2025 — four years and one day
after making your first contribution. Even if you wait until
April 15, 2021, to make your contribution for tax year
2020, the clock starts on January 1, 2020.

2. Does the five-year rule apply to every
account?

For Roth IRAs, the five-year clock starts ticking when
you make your first contribution to azy Roth IRA.

With employer plans, each account you own is subject
to a separate five-year rule. However, if you roll assets from
a former employer’s 401(k) plan into your current Roth
401(k), the clock depends on when you made the first
contribution to your former account. For instance, if you
first contributed to your former Roth 401(k) in 2014,
and in 2020 you rolled those assets into your new plan,
the new account meets the five-year requirement.

3. What if you roll over from a Roth 401(k) to
a Roth IRA?

Proceed with caution here. If you have never previously
contributed to a Roth IRA, the clock resets when you
roll money into the Roth IRA, regardless of how long the
money has been in your Roth 401(k). Therefore, if you
think you might enact a Roth 401(k) rollover sometime in
the future, consider opening a Roth IRA as soon as possible.
The five-year clock starts ticking as soon as you make your
first contribution, even if it’s just the minimum amount and
you don’t contribute again until you roll over the assets.

Roth by the Numbers

19%
U.S. households who
owned Roth IRAs in 2019_

36%
Roth IRA-owning households
who contributed to them for
tax year 2018

69%
Employers that offered a
Roth 401(k) plan in 2018

23%
Eligible employees who
contributed to a Roth 401(k)
in 2018

Sources: Investment Company Institute and
Plan Sponsor Council of America, 2019

4. What if you convert from a traditional IRA

to a Roth IRA?

In this case, a different five-year rule applies. When you
convert funds in a traditional IRA to a Roth IRA, you’ll
have to pay income taxes on deductible contributions and
tax-deferred earnings in the year of the conversion. If you
withdraw any of the converted assets within five years, a
10% early-distribution penalty may apply, unless you have
reached age 59Y2 or qualify for another exception. This rule
also applies to conversions from employer plans.?

"You may also leave the money in your former employer’s plan, roll the money
into another employer’s Roth account, or receive a lump-sum distribution.
Income taxes and a 10% penalty tax may apply to the taxable portion of the
distribution if it is not qualified.

2Withdrawals that meet the definition of a “coronavirus-related distribution”
during 2020 are exempt from the 10% penalty.



The ABCs of Finance: Teaching Kids About Money

I’s never too soon to start teaching children about
money. Whether they’re tagging along with you to the
grocery store or watching you make purchases online,
children quickly realize that we use money to buy the
things we want. You can teach some simple lessons today
that will give them a solid foundation for making a
lifetime of sound financial decisions.

Start with an Allowance

An allowance is often a child’s first brush with financial
independence and a good way to begin learning how to
save money and budget for the things they want. How
much you give your children will depend in part on what
you expect them to buy and how much you want them to
save. Make allowance day a routine, like payday, by giving
them a set amount on the same day each week or month.

Take It to the Bank

Piggy banks are a great way to start teaching young
children to save money, but opening a bank savings
account will reinforce lessons on basic investing principles

age-appropriate short- and long-term financial goals that
will serve as incentives for saving money. Write down
each goal and the amount that must be saved each day,
week, or month to reach it.

such as earning interest and the power of compounding.
Encourage your children to deposit a portion of any
money they receive from an allowance, gift, or job into
their accounts.

Let Them Practice

As children get older, they can become more
responsible for paying other expenses (e.g., clothing,
entertainment). The possibility of running out of money
between allowance days might make them think more
carefully about their spending habits and choices and
encourage them to budget more effectively.

Help Them Set Financial Goals
Children might not always appreciate the value of
putting money away for the future. Help them set

The information in this newsletter is not intended as tax, legal, investment, or retirement advice or recommendations, and it may not be relied on for the
purpose of avoiding any federal tax penalties. You are encouraged to seek advice from an independent tax or legal professional. The content is derived
from sources believed to be accurate. Neither the information presented nor any opinion expressed constitutes a solicitation for the purchase or sale
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Woua you like to discuss your overall financial situation and consider steps you might take now to help
reach your goals? Call today to set up an appointment.

Working toward a better financial future,
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