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It's Time for Baby Boomer RMDs!
Infographic: Financial Tips for Young Adults

What can | learn from looking back on my
financial situation in 2017?

What financial resolutions should | consider
making as | look ahead to 2018?

MONEY CONCEPTS

WEALTH MANAGEMENT & FINANCIAL PLANNING

situation in 201772

If your financial plan for 2017
didn't work out the way you
wanted it to, don't beat
yourself up. Instead, ask
yourself the following questions to determine
what you can learn from reflecting on your
financial situation in the last year.

Did you meet your financial goals and
expectations for 20177 Perhaps you started
the year with some financial goals in mind. You
wanted to establish a budget that you could
stick to, or maybe you hoped to build up your
emergency savings fund throughout the year. If
you fell short of accomplishing these or other
goals, think about the reasons why. Were your
goals specific? Did you develop a realistic
timeframe for when they would be achieved? If
not, learn to set attainable and measurable
goals for your finances in the new year.

How did your investments perform? A
year-end review of your overall portfolio can
help you determine whether your asset
allocation is balanced and in line with your time
horizon and goals. If one type of investment
performed well during the year, it could
represent a greater percentage of your portfolio

| look ahead to 20187

A new year is right around the
corner, bringing with it a fresh
5/ start for you and your

- “& finances. What will you do this
year to help improve your financial situation?

Evaluate your savings goals. The beginning
of the year is a great time to examine your
overall financial plan. Maybe you want to buy a
new vehicle this year or save money toward a
Caribbean cruise next year. Perhaps you want
to focus less on material items and more on
long-term goals, such as your retirement
savings. Regardless of what you are setting
money aside for, make sure you come up with
a realistic savings plan that will help you
achieve your goals and avoid the risk of
significant loss.

Pay down debt. Whether you owe money on
your credit cards or have student loan
payments to make, the start of a new yearis a
good time to develop a strategy to reduce your
overall level of debt. Reducing your debt can
help create opportunities to contribute toward
other goals throughout the year. But unless you
can definitely afford it, don't plan to pay off all
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What can | learn from looking back on my financial

than you initially wanted. As a result, you might
consider selling some of it and using that
money to buy other types of investments to
rebalance your portfolio. Keep in mind that
selling investments could result in a tax liability.
And remember, asset allocation does not
guarantee a profit or protect against loss; it is a
method to help manage investment risk. All
investing involves risk, including the possible
loss of principal, and there is no guarantee that
any investment strategy will be successful.

Are your retirement savings on track? Did
you contribute the amount you wanted in 20177
Or did unexpected financial emergencies force
you to borrow or withdraw money from your
retirement savings? In that case, you can help
your savings recover by contributing the most
you can to your employer-sponsored retirement
plan and taking advantage of employer
matching (if it's available to you). Contributing
to a 401(k) or 403(b) plan can help you save
more consistently because your contributions
are automatically deducted from your salary,
helping you avoid the temptation to skip a
month now and then.

What financial resolutions should | consider making as

your debts in one fell swoop. Set a smaller goal
that you'll be more likely to achieve over the
course of the year.

Automate as much as you can. Your plan to
pay down debt can be accomplished more
easily if you automate your bill paying, saving,
and investing. Most banks, credit card issuers,
retirement plan providers, and investment
companies offer services that make payments
automatic — allowing you to worry less about
payment dates. The best part is that it might
only take a few taps on your smartphone to
make these processes automatic.

Think about organizing your financial
documents. If your overall financial situation is
already in good shape for the new year,
consider taking time now to clear out and
organize your financial records. Do you have
important documents, such as your tax returns
or passport, in a safe place? Are you holding on
to records that you no longer need? Organizing
your financial records now can save you time
and frustration later if you need to locate a
particular document.
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my name is

BabyBoomer

In 2016, the first wave of
baby boomers turned 70%,
and many more reach that

milestone in 2017 and 2018.

What's so special about
70%? That's the age when
you must begin taking
required minimum
distributions (RMDs) from
tax-deferred retirement
accounts, including
traditional IRAs, SIMPLE
IRAs, SEP IRAs, SARSEPs,
and 401(k), 403(b), and
457(b) plans.

It's Time for Baby Boomer RMDs!

In 2016, the first wave of baby boomers turned
70%, and many more reach that milestone in
2017 and 2018. What's so special about 70%2?
That's the age when you must begin taking
required minimum distributions (RMDs) from
tax-deferred retirement accounts, including
traditional IRAs, SIMPLE IRAs, SEP IRAs,
SARSEPs, and 401(k), 403(b), and 457(b)
plans. Original owners of Roth IRAs are not
required to take RMDs.

If you're still employed (and not a 5% owner),
you may be able to delay minimum distributions
from your current employer's plan until after you
retire, but you still must take RMDs from other
tax-deferred accounts (except Roth IRAs). The
RMD is the smallest amount you must withdraw
each year, but you can always take more than
the minimum amount.

Failure to take the appropriate RMD can trigger
a 50% penalty on the amount that should have
been withdrawn — one of the most severe
penalties in the U.S. tax code.

Distribution deadlines

Even though you must take an RMD for the tax
year in which you turn 70%, you have a
one-time opportunity to wait until April 1 (not
April 15) of the following year to take your first
distribution. For example:

« If your 70th birthday was in May 2017, you
turned 70%2 in November and must take an
RMD for 2017 no later than April 1, 2018.

* You must take your 2018 distribution by
December 31, 2018, your 2019 distribution by
December 31, 2019, and so on.

IRS tables

Annual RMDs are based on the account
balances of all your traditional IRAs and
employer plans as of December 31 of the
previous year, your current age, and your life
expectancy as defined in IRS tables.

Most people use the Uniform Lifetime Table
(Table III). If your spouse is more than 10 years
younger than you and the sole beneficiary of
your IRA, you must use the Joint Life and Last
Survivor Expectancy Table (Table I1). Table | is
for account beneficiaries, who have different
RMD requirements than original account
owners. To calculate your RMD, divide the
value of each retirement account balance as of
December 31 of the previous year by the
distribution period in the IRS table.

Aggregating accounts

If you own multiple IRAs (traditional, SEP, or
SIMPLE), you must calculate your RMD
separately for each IRA, but you can actually
withdraw the required amount from any of your
accounts. For example, if you own two
traditional IRAs and the RMDs are $5,000 and
$10,000, respectively, you can withdraw that
$15,000 from either (or both) of your accounts.

Similar rules apply if you participate in multiple
403(b) plans. You must calculate your RMD
separately for each 403(b) account, but you can
take the resulting amount (in whole or in part)
from any of your 403(b) accounts. But RMDs
from 401(k) and 457(b) accounts cannot be
aggregated. They must be calculated for each
individual plan and taken only from that plan.

Also keep in mind that RMDs for one type of
account can never be taken from a different
type of account. So, for example, a 401(k)
required distribution cannot be taken from an
IRA. In addition, RMDs from different account
owners may never be aggregated, so one
spouse's RMD cannot be taken from the other
spouse's account, even if they file a joint tax
return. Similarly, RMDs from an inherited
retirement account may never be taken from
accounts you personally own.

Birthday Guide: This chart provides
sample RMD deadlines for older baby
boomers.

Month & |Year you |First RMD|Second
year of turn 70% |due RMD due
birth

Jan. 1946 |2016 April 1, Dec. 31,
to June 2017 2017
1946

July 1946 2017 April 1, Dec. 31,
to June 2018 2018
1947

July 1947 12018 April 1, Dec. 31,
to June 2019 2019
1948

July 1948 12019 April 1, Dec. 31,
to June 2020 2020
1949

July 1949 12020 April 1, Dec. 31,
to June 2021 2021
1950
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Infographic: Financial Tips for Young Adults

1 Create a budget

Subtract your monthly living expenses

i

(e.g., rent, food, utilities) and loan
payments (e.g., student and/or auto
loans) from your monthly income
to see how much you'll have left
over each month to save or invest.

8 Pay your bills on time

Automate payments with online bill
pay. If you run into financial difficulty,
be proactive and contact your lender

Q.

e

Build an emergency fund ‘2
Stash away a small amount from
each paycheck until you have a
few thousand dollars built up that
you can access inthe event of a
financial emergency.

';/

before you miss a payment. H
. Use credit wisely &
<

Contribute to a Roth IRA
and/or workplace 401 (k)

Time is your friend. Start saving for
retirement now, and your older self
will thank you. Consider starting with

Avoid racking up unnecessary
credit card debt and pay off your
bill in full each month. If you
can't, don't use your credit card.

3% of your pay and increase from there.

Live within your means ' 6

Forget about what others are doing
and set your own financial rules and
goals. Live your best life by striving to
live within (or below) your means.
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Company Stock and Your Portfolio: Keep Your Eye on

Concentration Risk

The opportunity to acquire
company stock — inside or
outside a workplace
retirement plan — can be a
lucrative employee benefit.
But having too much of your
retirement plan assets or
net worth concentrated in
your employer's stock could become a problem
if the company or sector hits hard times and the
stock price plummets.

Buying shares of any individual stock carries
risks specific to that company or industry. A
shift in market forces, regulation, technology,
competition — even mismanagement, scandals,
and other unexpected events — could damage
the value of the business. Worst case, the stock
price may never recover. Adding to this risk,
employees who own shares of company stock
depend on the same company for their income
and benefits.

Time for a concentration checkup?

The possibility of heavy losses from having a
large portion of portfolio holdings in one
investment, asset class, or market segment is
known as concentration risk. With company
stock, this risk can build up gradually.

An employee’s compensation could include
stock options or bonuses paid in company
stock. Shares may be offered at a small
discount through an employee stock purchase
plan, where they are typically purchased
through payroll deductions and held in a
taxable account. Company stock might also be
one of the investment options in the employer's
tax-deferred 401(k) plan, and some employers
may match contributions with company stock
instead of cash.

Investors who build large positions in company
stock may not be paying attention to the
concentration level in their portfolios, or they
could simply be ignoring the risk, possibly
because they are overly optimistic about their
employer's future. Retirement plan participants
might choose familiar company stock over more
diversified funds because they believe they
know more about their employer than about the
other investment options.

What can you do to help manage
concentration risk?

Look closely at your holdings. What
percentage of your total assets does company
stock represent? There are no set guidelines,
but holding more than 10% to 15% of your
assets in company stock could upend your
retirement plan and your overall financial
picture if the stock suddenly declines in value.

If you work for a big company, you may also
own shares of diversified mutual funds or
exchange-traded funds that hold large positions
in your employer's stock or the stock of
companies in the same industry.

Formulate a plan for diversifying your
assets. This may involve liquidating company
shares systematically or possibly right after
they become vested. However, it's important to
consider the rules, restrictions, and timeframes
for liquidating company stock, as well as any
possible tax consequences.

For example, special net unrealized
appreciation (NUA) rules may apply if you sell
appreciated company stock in a taxable
account, but not if you sell stock inside your
401(k) account and reinvest in other plan
options, or if you roll the stock over to an IRA.
You could miss out on potential tax savings,
because future distributions would generally be
taxed at higher ordinary income tax rates.

An appropriate allocation of company stock will
largely depend on your goals, risk tolerance,
and time horizon — factors you may want to
review with a financial professional. It may also
be helpful to seek an impartial assessment of
your company's potential as you weigh
additional stock purchases and make decisions
about keeping or selling shares you already
own.

All investments are subject to market
fluctuation, risk, and loss of principal. When
sold, investments may be worth more or less
than their original cost. Diversification is a
method used to help manage investment risk; it
does not guarantee a profit or protect against
investment loss.
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