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Women: Are you planning for retirement
with one hand tied behind your back?

Should | enroll in a health savings account?

January Bounce Back

Equity markets around the world are starting off
the New Year on an optimistic trajectory,
bouncing from low levels reached in late
December. Anyone who pays attention to
financial markets is likely aware that the fourth
quarter of 2018 was a painful one for investors.
The downside pressure in equity market indices
culminated in a Christmas Eve selloff that was
the worst in recorded history (for that particular
day, December 24th). From its intraday peak on
September 21st to the low reached on
December 26th | the S&P 500 index fell 20.2%,
wiping out the gains of the prior 18 months.
Since then, however, the equity market has
been steadily recovering. In fact, we’re now up
more than 10% from the Christmas Eve closing
low. Nevertheless, that still puts the market
roughly 12% below prior highs (you have to go
up 25% to recover a 20% loss). The important
question now is — is this just a head fake in a
bear market that will resume its downward
trend, or will we head back toward new all-time
highs?

Our advice remains that we want to be
positioned somewhat defensively as we expect
market volatility to continue. This doesn’t mean
that we expect a recession in the near future, or
that you should dramatically cut your equity
market exposure in an attempt to time the
market's next pullback. What it does mean is
that you should favor higher quality companies
with strong balance sheets (healthy cash
position with minimal debt) that operate in more
defensive sectors and industries, which are less
sensitive to a slowing global economy. It also
makes sense to focus on companies that do
business primarily in the U.S. For this reason,
we continue to like smaller capitalization U.S.
stocks. In fact, the Russell 2000 (small
capitalization) Index is up 7.36% so far in 2019
versus just 3.63% for the large capitalization
S&P 500 Index.
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As expected, we've experienced a dramatic
pullback in inflation expectations as the Federal
Reserve has tightened monetary policy amid a
global economic slowdown. This could very well
change over the next quarter or two as the U.S.
central bank pivots toward a more "dovish"
stance on interest rates, possibly allowing for a
reacceleration in the rate of inflation. We may
be already starting to see evidence of this in the
price of oil and the resulting effect of higher
stock prices for the energy sector of late.
Ironically, this feedback loop will require the
Fed to walk a difficult tightrope back and forth
between keeping a lid on inflationary pressures
and supporting the economic expansion.

Obviously, this all has implications for the fixed
income markets as well. High quality bonds
performed very well in the fourth quarter of
2018 as longer-term Treasury rates dropped
quite dramatically to reflect the market’s
expectations for slowing economic growth. The
10-year Treasury rate peaked around 3.25% in
early October before finishing the year just
below 2.70%. Riskier high-yield (junk) bonds
were not so fortunate, owing to their higher
credit risk and economic sensitivity. Given our
expectations that the rate of change of
economic growth is likely to continue to
decelerate for at least the next couple of
quarters, favoring higher-quality and slightly
longer-term fixed income issues remains the
order of the day.
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Key Retirement and Tax Numbers for 2019

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 2019.

Employer retirement plans

« Employees who participate in 401(k), 403(b),
and most 457 plans can defer up to $19,000
in compensation in 2019 (up from $18,500 in
2018); employees age 50 and older can defer
up to an additional $6,000 in 2019 (the same
as in 2018).

« Employees participating in a SIMPLE
retirement plan can defer up to $13,000 in
2019 (up from $12,500 in 2018), and
employees age 50 and older can defer up to
an additional $3,000 in 2019 (the same as in
2018).

IRAs

The combined annual limit on contributions to
traditional and Roth IRAs increased to $6,000
in 2019 (up from $5,500 in 2018), 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
is phased out for the following modified
adjusted gross income (AGI) ranges:

2018 2019
Single/head  $63,000 - $64,000 -
of household $73,000 $74,000
(HOH)
Married filing $101,000 - $103,000 -
jointly (MFJ)  $121,000 $123,000
Married filing $0 - $10,000  $0 - $10,000
separately
(MFS)

Note: The 2019 phaseout range is $193,000 -
$203,000 (up from $189,000 - $199,000 in
2018) 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 AGI phaseout ranges for
individuals to make contributions to a Roth IRA
are:

2018 2019

Single/HOH  $120,000 - $122,000 -
$135,000 $137,000

MFJ $189,000 - $193,000 -
$199,000 $203,000
MFS $0 - $10,000  $0 - $10,000

Estate and gift tax

* The annual gift tax exclusion for 2019 is
$15,000, the same as in 2018.

¢ The gift and estate tax basic exclusion
amount for 2019 is $11,400,000, up from
$11,180,000 in 2018.

Kiddie tax

Under the kiddie tax rules, unearned income
above $2,200 in 2019 (up from $2,100 in 2018)
is taxed using the trust and estate income tax
brackets. The kiddie tax rules apply to: (1)
those under age 18, (2) those age 18 whose
earned income doesn't exceed one-half of their
support, and (3) those ages 19 to 23 who are
full-time students and whose earned income
doesn't exceed one-half of their support.

Standard deduction

2018 2019
Single $12,000 $12,200
HOH $18,000 $18,350
MFJ $24,000 $24,400
MFS $12,000 $12,200

Note: The additional standard deduction
amount for the blind or aged (age 65 or older)
in 2019 is $1,650 (up from $1,600 in 2018) for
single/HOH or $1,300 (the same as in 2018) for
all other filing statuses. Special rules apply if
you can be claimed as a dependent by another
taxpayer.

Alternative minimum tax (AMT)

2018 |2019
Maximum AMT exemption amount
Single/HOH |$70,300 $71,700
MFJ $109,400 $111,700
MFS $54,700 $55,850
Exemption phaseout threshold
Single/HOH |$500,000 $510,300
MFJ $1,000,000 $1,020,600
MFS $500,000 $510,300
26% rate on AMTI* up to this amount, 28%
rate on AMTI above this amount
MFS $95,550 $97,400
All others $191,100 $194,800

*Alternative minimum taxable income
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In January 2018, the median
number of years that wage
and salary workers had
been with their current
employer was 4.2 years.

Source: Employee Tenure
Summary, U.S. Bureau of
Labor Statistics (September
20, 2018), bls.org.
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Four Tips for Planning a Career Change

Changing careers can be rewarding for many
reasons, but career transitions don't always go
smoothly. Your career shift may take longer
than expected, or you may find yourself
temporarily out of work if you need to go back
to school or can't immediately find a job.
Consider these four tips to help make the
financial impact of the transition easier.

1. Do your homework

Before you quit your current job, make sure that
you clearly understand the steps involved in a
career move, including the financial and
personal consequences. How long will it take
you to transition from one career to the next?
What are the job prospects in your new field?
How will changing careers affect your income
and expenses in the short and long term? Will
you need additional education or training? Will
your new career require more or fewer hours?
Will you need to move to a different city or
state? Is your spouse/partner on board?

You should also prepare a realistic budget and
timeline for achieving your career goals. If you
haven't already done so, build an emergency
cash reserve that you can rely on, if necessary,
during your career transition. It's also a good
time to reduce outstanding debt by paying off
credit cards and loans.

Assuming it's possible to do so, keep working in
your current job while you're taking steps to
prepare for your new career. Having a stable
source of income and benefits can make the
planning process much less stressful.

2. Protect your retirement savings

Many people tend to look at their retirement
savings as an easy source of funds when
confronted with new expenses or a temporary
need for cash. But raiding your retirement
savings, whether for the sake of convenience,
to raise capital for a business you're starting, or
to satisfy a short-term cash crunch, may
substantially limit your options in the future.
Although you may think you'll be able to make
up the difference in your retirement account
later — especially if your new career offers a
higher salary — that may be easier said than
done. In addition, you may owe income taxes
and penalties for accessing your retirement
funds early.

3. Consult others for advice

When planning a career move, consider talking
to people who will understand some of the
hurdles you'll face when changing professions

or shifting to a new industry or job. This may
include a career counselor, a small-business
representative, a graduate school professor, or
an individual who currently holds a job in your
desired field. A financial professional can also
help you work through the economics of a
career move and recommend steps to protect
your finances.

4. Consider going back to school

You might be thinking about pursuing additional
education in order to prepare for your new
career. But before applying to graduate school,
ask yourself whether your investment will be
worthwhile. Will you be more marketable after
earning your degree? Will you need to take out
substantial loans?

In your search for tuition money, look first to
your current employer. Some employers might
cover the full cost of tuition, while others may
cap reimbursement at a dollar amount.
Generally, you'll be able to exclude up to
$5,250 of qualifying educational assistance
benefits from your taxes.

In addition, it's likely that you'll have to satisfy
other requirements set by your employer to be
eligible for reimbursement benefits. These may
include, and are not limited to:

 Discussing course of study with a manager or
supervisor prior to enrolling (and receiving
approval)

« Pursuing a degree or training that is job
related

* Maintaining a minimum grade-point average
» Working a certain length of time for the

company before taking advantage of the
benefit

* Meeting eligibility requirements for regular
benefits

Check with your human resources department
to learn more about tuition reimbursement
qualifications. Be sure to find out whether you
can continue to work at your company while
you attend school part-time.

Students attending graduate school on at least
a half-time basis are eligible for Uncle Sam's
three major student loans: the Stafford Loan,
Perkins Loan, and graduate PLUS Loan. Also,
at tax time, you might qualify for certain tax
benefits, such as the Lifetime Learning credit.
For more information, see IRS Publication 970,
Tax Benefits for Education.
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IMPORTANT DISCLOSURES

Broadridge Investor Communication
Solutions, Inc. does not provide
investment, tax, legal, or retirement
advice or recommendations. The
information presented here is not
specific to any individual's personal
circumstances.

To the extent that this material
concerns tax matters, it is not
intended or written to be used, and
cannot be used, by a taxpayer for the
purpose of avoiding penalties that
may be imposed by law. Each
taxpayer should seek independent
advice from a tax professional based
on his or her individual
circumstances.

These materials are provided for
general information and educational
purposes based upon publicly
available information from sources
believed to be reliable — we cannot
assure the accuracy or completeness
of these materials. The information in
these materials may change at any
time and without notice.
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Women: Are you planning for retirement with one hand
tied behind your back?

Women can face unique
challenges when planning for
retirement. Let's take a look at
three of them.

d‘ﬁ:& ;

First, women frequently step out of the
workforce in their 20s, 30s, or 40s to care for
children — a time when their job might just be
kicking into high (or higher) gear.

It's a noble cause, of course. But consider this:
A long break from the workforce can result in
several financial losses beyond the immediate
loss of a salary.

In the near term, it can mean an interruption in
saving for retirement and the loss of any
employer match, the loss of other employee
benefits like health or disability insurance, and
the postponement of student loan payments. In
the mid term, it may mean a stagnant salary
down the road due to difficulties re-entering the
workforce and/or a loss of promotion
opportunities. And in the long term, it may
mean potentially lower Social Security
retirement benefits because your benefit is
based on the number of years you've worked
and the amount you've earned. (Generally, you

A health savings account
(HSA) is a tax-advantaged
account that you can establish
and contribute to if you are
enrolled in a high-deductible
health plan (HDHP). Because you shoulder a
greater portion of your health-care costs, you'll
usually pay a much lower premium for an
HDHP than you would pay for traditional health
insurance. This allows you to contribute the
premium dollars you're saving to your HSA.
Then, when you need medical care, you can
withdraw HSA funds to cover your expenses, or
opt to pay your costs out-of-pocket if you want
to save your account funds. An HSA can be a
powerful savings tool, especially if your health
expenses are relatively low, since you may be
able to build up a significant balance in your
HSA over time. Before you enroll in an HSA,
ask yourself the following questions:

What will your annual out-of-pocket costs be
under the HDHP you're considering? Estimate
these based on your current health expenses.
The lower your costs, the easier it may be to
accumulate HSA funds.

How much can you afford to contribute to your
HSA every year? Contributing as much as you

need about 10 years of work, or 40 credits, to
qualify for your own Social Security retirement
benefits.)

Second, women generally earn less over the
course of their lifetimes. Sometimes this can be
explained by family caregiving responsibilities,
occupational segregation, educational
attainment, or part-time schedules. But that's
not the whole story. A stubborn gender pay gap
has women earning, on average, about 82% of
what men earn for comparable full-time jobs,
although the gap has narrowed to 89% for
women ages 25 to 34.1 In any event, earning
less over the course of one's lifetime often
means lower overall savings, retirement plan
balances, and Social Security benefits.

Third, statistically, women live longer than
men.2 This means women will generally need
to stretch their retirement savings and benefits
over a longer period of time.

1) Pew Research Center, The Narrowing, But
Persistent, Gender Gap in Pay, April 2018

2) NCHS Data Brief, Number 293, December 2017

Should I enroll in a health savings account?

can on a regular basis is key to building a
cushion against future expenses. For 2018, you
can contribute up to $3,450 for individual
coverage and $6,900 for family coverage.

Will your employer contribute to your HSA?
Employer contributions can help offset the
increased financial risk that you're assuming by
enrolling in an HDHP rather than traditional
employer-sponsored health insurance.

Are you willing to take on more responsibility for
your own health care? For example, to achieve
the maximum cost savings, you may need to
research costs and negotiate fees with health
providers when paying out-of-pocket.

How does the coverage provided by the HDHP
compare with your current health plan? Don't
sacrifice coverage to save money. Read all
plan materials to make sure you understand
benefits, exclusions, and all costs.

What tax savings might you expect? HSA funds
can be withdrawn free of federal income tax
and penalties provided the money is spent on
qualified health-care expenses. Depending on
the state, HSA contributions and earnings may
or may not be subject to state taxes. Consult
your tax adviser for more information.
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