FINANCIALT 17 Jc

Your Money Management Newslett

TARANTO FINANCIAL SERVICES & CPAS
1263 Route 31 * Lebanon, NJ 08833
(908) 730-7211 * Fax (908) 735-5524
Email: gtaranto@americanportfolios.com
www.TarantoAssociates.com

Rising Premiums
Approximately 157 million Americans are covered by employé&r-sponsored health
insurance. From 2010 to 2020, premiums increased much faster than the rate of
general inflation, although the increase has slowed somewhat in recent years.
Employers absorbed the largest share of the premium increases, and the percentage
paid by workers dropped over the period. However, workers are paying additional
costs in the form of higher deductibles and other out-of-pocket expenses.
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Should You Speed Up Your Retirement Plans?

According to a March 2021 survey, an estimated 2.8 million
Americans ages 55 and older decided to file for Social
Security benefits earlier than they expected because of
COVID-19. This was about double the 1.4 million people in
the same age group who said they expected to work longer,
presumably due to pandemic-related financial losses.'

Many older workers were pushed into retirement after
losing their jobs, and others may have had health concerns.
Still, it appears that work-related stress and the emotional
toll of the pandemic caused a lot of people to rethink their
priorities and their retirement timelines.

How do you know if you can realistically afford to retire
early? First and foremost, determine whether you will
have enough income to support the lifestyle you envision.
Instead of accumulating assets, you may have to start
draining your life savings to cover living expenses. Here
are four important factors to consider.

Lost Income and Savings

You may be sacrificing years of future earnings and
contributions to your retirement accounts. For example, an
early retiree who was making $80,000 per year would
forgo about $400,000 of salary over five years or $800,000

over a decade, not counting cost-of-living or merit increases.

The 10-year total rises to nearly $1 million when annual
raises averaging just 3% are included.

If the same retiree could have contributed 5% of salary to
an employer-sponsored retirement plan with a 100% match,
he or she would also miss out on $8,000 in contributions
in the first year, more than $40,000 over five years, and
almost $100,000 over 10 years.
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Debt and Other Financial Responsibilities
If you are still paying a mortgage, have other debts, or are
supporting children or aging parents, you may not be ready
to retire. Ideally, you should be free of “extra” financial
responsibilities so you can focus on meeting your own
living expenses without a regular paycheck.

2.2

Reduced Social Security Benefits

The earliest age you can file for Social Security is 62, but
your benefit would be reduced to 70% or 75% of your full
retirement benefit — for the rest of your life. So even if you
do decide to retire, you might think about waiting to claim
your benefit until you reach full retirement age {66 or 67,
depending on the year you were born} or longer if you have
enough income and/or savings to cover your expenses.

For every year you wait past your full retirement age, your
benefits will increase by 8% (up to age 70).

Higher Medical Costs

If you retire before you (or a spouse) become eligible for
Medicare at age 65, you could lose access to an affordable
employer-provided health plan. You can purchase health
insurance through the Health Insurance Marketplace or a
broker, but the age-based premiums are more expensive
for older applicants. For two 60-year-olds with a household

“income of $100,000, the average premium for a silver

Marketplace plan in 2021is $708 per month ($8,500 per
year), after subsidies. And if you seek medical treatment,
you'll typically need to cover copays, deductibles,
coinsurance, and some other expenses (up to the plan’s
out-of-pocket maximum).2

Even with Medicare, it’s estimated that a married couple
who retired at age 65 in 2020, with median expenses
for prescription drugs, would need $270,000 to have a
90% chance of paying their health-care costs throughout
retirement.®

The bottom line is that some people might be giving up
more than they realize when they retire early. Before you
say goodbye to the working world, be sure you have the
resources to carry you through the next phase of your life.

1) U.S. Census Bureau, 2021
2) Kaiser Family Foundation, 2021
3) Employee Benefit Research Institute, 2020
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Year-End 2021 Tax Tips

Here are some things to consider as you weigh potential
tax moves before the end of the year.

Defer Income to Next Year

Consider opportunities to defer income to 2022, particularly
if you think you may be in a lower tax bracket then. For
example, you may be able to defer a year-end bonus or
delay the collection of business debts, rents, and payments
for services in order to postpone payment of tax on the
income until next year.

Accelerate Deductions

Look for opportunities to accelerate deductions into
the current tax year. If you itemize deductions, making
payments for deductible expenses such as medical
expenses, qualifying interest, and state taxes before the
end of the year (instead of paying them in early 2022)
could make a difference on your 2021 return.

Make Deductible Charitable Contributions

If you itemize deductions on your federal income tax return,
you can generally deduct charitable contributions, but the
deduction is limited to 60%, 30%, or 20% of your adjusted
gross income (AGl), depending on the type of property you
give and the type of organization to which you contribute.
(Excess amounts can be carried over for up to five years.)
For 2021 charitable gifts, the normal rules have been
enhanced: The limit is increased to 100% of AGI for direct
cash gifts to public charities. And even if you don’t itemize
deductions, you can receive a $300 charitable deduction
($600 for joint returns) for direct cash gifts to public
charities (in addition to the standard deduction).

Bump Up Withholding

If it looks as though you’re going to owe federal income
tax for the year, consider increasing your withholding
on Form W-4 for the remainder of the year to cover

the shortfall. The biggest advantage in doing so is that
withholding is considered as having been paid evenly
throughout the year instead of when the dollars are
actually taken from your paycheck.

Increase Retirement Savings

Deductible contributions to a traditional IRA and pre-tax
contributions to an employer-sponsored retirement plan
such as a 401(k) can help reduce your 2021 taxable income.
If you haven’t already contributed up to the maximum
amount allowed, consider doing so. For 2021, you can
contribute up to $19,500 to a 401(k) plan ($26,000 if

you're age 50 or older) and up to $6,000 to traditional and
Roth IRAs combined ($7,000 if you're age 50 or older).

The window to make 2021 contributions to an employer
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plan generally closes at the end of the year, while you
have until April 15, 2022, to make 2021 IRA contributions.
(Roth contributions are not deductible, but qualified Roth
distributions are not taxable.)

RMDs Are Back in 2021

While required minimum distributions (RMDs) were waived
for 2020, they are back for 2021. If you are age 72 or older,
you generally must take RMDs from traditional IRAs and
employer-sponsored retirement plans (an exception may
apply if you're still working for the employer sponsoring
the plan). Take any distributions by the date required — the
end of the year for most individuals. The penalty for failing
to do so is substantial: 50% of any amount that you failed
to distribute as required. After the death of the IRA owner
or plan participant, distributions are also generally required
by beneficiaries (either annually or under the 10-year rule;
there are special rules for spouses).

Weigh Year-End Investment Moves

Though you shouldn’t let tax considerations drive your
investment decisions, it's worth considering the tax
implications of any year-end investment moves. For
example, if you have realized net capital gains from selling
securities at a profit, you might avoid being taxed on some
or all of those gains by selling losing positions. Any losses
above the amount of your gains can be used to offset up
to $3,000 of ordinary income ($1,500 if your filing status is
married filing separately) or carried forward to reduce your
taxes in future years.



Smarter Spending on Deep-Discount Days

Unless you complete your holiday shopping before
Halloween, you might be enticed by Black Friday and
Cyber Monday deals. These tips may help you save time
and money.

Create a budget. Before you start shopping, establish an
overall budget. Make a list of gifts you will need to buy
and decide exactly how much you can afford to spend on
each person.

Beat the crowds. If you shop early in the season, items are
more likely to be in stock and you may face fewer shipping
delays. Sales often start well before Black Friday, so keep an
eye out for special promotions at least a week or two ahead.
Signing up for online or social media deal alerts can help.

Research pricing. Knowing whether a deal is truly good can
be tricky, but many websites and phone apps are available
that can help you compare items and prices as you shop.

Set up accounts. To complete purchases quickly, consider
saving your information and shipping addresses on trusted
online accounts with your favorite retailers. Make it a habit
to search for promotional and coupon codes that you can
use at checkout. Review shipping costs, too, to avoid paying
more than you expect.

Track purchases. To help you stick with your budget, keep
track of what you spend. If you're shopping with credit, try
using one card for everything so you can quickly review your
spending. A rewards card may give you cash back, points,

Holiday retail sales totaled
$789.4 billion in 2020,
rising 8.3% over 2019.

Source: National Retail Federation, 2021

or miles that you can redeem in the future, but watch out
for high interest rates if you can’t pay off the balance in full.

Use cash. Consider using a debit card or cash for in-store
purchases. Carrying only a predetermined amount of money
in your wallet may help you avoid overspending.

Pay attention to the fine print. Retailers may have special
policies in place for the holiday season. Knowing the time
limits for exchanges or returns is especially important when

you'reshopping early. Ask for gift receipts and keep your

own copies.

Watch out for exclusions. Promotional prices might
be limited to certain items and may expire quickly, so
understand the details.

Look for price guarantees. If you buy an item that later
goes on sale, some retailers will refund the difference
within certain time limits. Retailers may also match a
competitor’s price on an identical item (you may need to
provide proof of the purchase).

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 guidance 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 of any security. This material was written and prepared by Broadridge Advisor Solutions. © 2021 Broadridge Financial Solutions, Inc.

Are you considering early retirement? Do you want to expiore the pros and cons of potential
retirement time frames? Call us for an appointment today.

Working toward a better financial future,
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