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Sources of Retirement Income:
Worker Expectations vs. Retiree Realities

About 90% of retirees say they rely on Social Security, approximately the same as the
percentage of workers who expect Social Security to help them meet their retirement income
needs. Similarly, about 60% of workers expect a traditional pension plan to provide income,
which is only slightly higher than the percentage of retirees who say a pension helps pay their =
bills. In other cases, worker expectations differ dramatically from retiree realities.

Worker expectations for retirement income vs. retirees’ actual experience
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Treasury Yields Hit 17-Year High

As the Federal Reserve raised interest
rates to combat inflation, yields on
U.S. Treasury securities climbed to
levels not seen since before the Great
Recession (see chart). Considering
how stubborn inflation has been, the
Fed may move gradually in decreasing
interest rates. So Treasury yields
might remain relatively elevated for
some time, even though they have
backed off recent highs. In the longer
term, Treasuries purchased in the
current high-rate environment could
offer higher yields than new issues,
potentially increasing their value on
the secondary market.

You might consider holding Treasuries
to maturity to add stability and
predictable income to your portfolio,
or you could purchase them with an
eye toward selling if prices rise — or
both. Whatever your goals, there

are a variety of Treasury securities
available, with maturity dates ranging
from four weeks to 30 years. Aithough
longer-term securities typically offer
higher yields, the opposite has been
true during the last two years, in

part because short-term Treasuries
respond more directly to changes

in the federal funds rate, the Fed’s

primary tool for influencing interest
rates. As the funds rate declines,
Treasury yields by maturity — called
the yield curve — might return to a
more typical pattern.

Purchasing Treasuries
Treasuries are sold in $100
denominations and can be purchased
as new-issue securities through a
Treasury auction, either directly from
the U.S. Treasury (treasurydirect.gov)
or from a bank, broker, or dealer, or
on the secondary market through a
brokerage firm.

When buying Treasuries (or any
bonds), keep in mind that yield is the
annual return based on the purchase
price and the interest rate paid on the
face (par) value, called the coupon
rate. When a bond is purchased at
face value, the yield is the same as
the coupon rate. Treasuries, whether
at auction or on the secondary market,
are typically sold above or below face
value — at a premium or a discount,
respectively — to offer a yield in line
with the current market. Interest paid
on Treasuries is subject to federal
income tax but exempt from state and
local income taxes.

Following the Fed

Yields on short-term Treasuries, up to the one-year bill, generally follow the federal funds
rate. Until the rapid increase in the funds rate that began in 2022, longer-term Treasuries
offered higher yields, because investors typically demand a higher premium for tying up

their cash for a longer period.
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Treasury bills (T-bills) are short-term
securities issued with maturities of four,
eight, 13, 17, 26, and 52 weeks. T-bills
are sold at a discount from their face
value, and the difference between the
discount price and the face value at
maturity, called the discount rate, is
interest paid on the bill.

Treasury notes (T-notes) earn a fixed
rate of interest every six months and
are issued in maturities of two, three,
five, seven, and 10 years. The 10-year
Treasury note is often referenced
regarding the performance of the
bond market and is also used as a
benchmark by the mortgage market.

Treasury bonds (T-bonds) are similar

to T-notes but have a maturity of 20 or
30 years. Like the T-note, they provide
an interest payment every six months.

Treasury inflation-protected
securities (TIPS) are inflation-indexed
bonds with the principal adjusted by
changes in the Consumer Price Index
(CPI). If the CPI rises, the principal
value of TIPS increases, which can be
a helpful hedge against inflation. TIPS
are issued in maturities of five, 10,
and 30 years. (Unless you own TIPS
in a tax-deferred account, you must
pay federal income tax on the income
plus any increase in principal, even
though you won’t receive any accrued
principal until the bond matures.)

Treasury floating-rate notes (FRNs)
are issued with a two-year maturity
and an interest rate that is adjusted
weekly, based on the most recent
discount rate for 13-week T-bills.
However, interest payments are
made quarterly.

U.S. Treasury securities are guaranteed
by the federal government as to

the timely payment of principal

and interest. The principal value of
Treasury securities fluctuates with
market conditions. If not held to
maturity, they could be worth more or
less than the original amount paid.



If You Don’t Have a Will Yet, Why Not?

A will is a fundamental estate planning document. It
outlines how you wish your property to be distributed,
who should handle matters related to settling your estate,
and who you want to care for your children after you pass,
among other things.

If you don’t yet have a will, you'’re not alone. According to
a recent survey by Caring.com, 64% of Americans think
having a will is important, but only 32% have one.' There
are many reasons people put off drafting a will — here are
four that you might relate to.

1. Just haven’t gotten around to it

It's easy to procrastinate when it comes to drafting a will.
Even if it's something you think you should do, it’s probably
not high on the list of things you want to do. Perhaps
you’re uncomfortable thinking about your own mortality, or
maybe you’re worried about how complicated or costly the
process will be.

Focusing on some of the benefits of having a will might give
you the motivation you need to get started. A will is a way
to make sure your loved ones are cared for and that your
last wishes are honored. A legally binding will gives you
more control over what happens to your property and helps
ensure that your treasured possessions end up in the right
hands. You can name an executor or personal representa-
tive who you believe will responsibly handle the details of
settling your estate. And having a will is especially import-
ant if you have minor children and want to protect them

by naming a guardian who will best be able to handle the
responsibility of raising them.

If making these decisions sounds daunting, there’s help
available. An estate planning attorney can help address
your concerns and guide you through the process.

2. It’s not the right time

Too young? Not married? Childless? in good health? Not
wealthy enough? People often think it's not the right time to
draft a will, but there’s no better time than now. Most adults
have money or possessions that they would like to leave to
someone, and waiting until the circumstances seem perfect
is risky. Health problems may come on suddenly, and trying
to draft a will at that time can be stressful. Even worse, if
you suddenly become incapacitated, it may be too late.

Your life will inevitably change as the years pass, and any
will drafted now can (and should) be reviewed and revised
occasionally to account for family and financial changes.

3. Don’t think it’s important

Unless you have personal experience with settling an
estate, you may underestimate the consequences of
dying without a will (called dying intestate). Decisions will

Motivating Situations

Almost one out of four Americans without a will say that nothing
would motivate them to get one. Here are the percentages of those
without a will who say these situations would motivate them.
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be made by the court on your behalf, and your property
will be distributed according to the laws of your state. ..
Who is entitled to your assets will depend on those laws,
and handling that when there is no will can be especially
complicated, time-consuming, stressful, and expensive for
your family.

4. Family dynamics are complex

Putting off drafting a will might seem logical when you
are facing deep-rooted family issues or complicated
situations. Why not just leave it to others to sort out after
you’re gone? Unfortunately, not having a legal document
that outlines your specific intentions can make an already
difficult situation worse. Leaving the disposition of your
assets up to the court to decide may have unintended
consequences for family members and lead to irreparable
rifts or even litigation.

A will is only part of an estate plan

Finally, as important as a will is, it’s just one component
of your estate plan. You may need other legal documents
such as trusts, powers of attorney, and advance medical
directives to fully address your needs. Ask an estate
planning attorney to evaluate your individual situation and
help you put a plan in place.

1) 2024 Wills and Estate Planning Study, Caring.com



For the second year in a row, the Free Application for
Federal Student Aid, commonly known as the FAFSA, will
be delayed. The FAFSA for the 2025-2026 school year
will open on December 1 instead of the typical October

1 date. Last year, despite a redesigned FAFSA that was
supposed to be easier to complete, families faced a
perfect storm — a delayed rollout, technical glitches, and
processing delays, which led to confusion and late financial
aid packages from colleges. By one estimate, as of March
2024, FAFSA completions for the class of 2024 were down
40% from the prior year, with only about 27% of the class of
2024 successfully completing a FAFSA, compared to 45%
for the class of 2023."

Tips for submitting the FAFSA

The 20252026 FAFSA is the same as the redesigned,
streamlined version from last year. Here’s what you need to
know about completing the form.

« FSA ID. To file the FAFSA online, parents and students
each need their own FSA ID, which is a username/
password combination that functions as a legal
signature. You can create an FSA ID online, and the
same ID can be used for all years of college.

« Income and assets. The FAFSA requires two key types
of information: income and assets. For income, the
2025-2026 FAFSA will rely on information from your
2023 federal income tax return (it essentially looks back
two years). This data will be automatically imported from
the IRS. For assets, the FAFSA will use the value of your

assets as of the date you submit
the form.

« Student Aid Index. The FAFSA
calculates a figure called the
“Student Aid Index,” which
is a yardstick that measures
aid eligibility. Colleges use
this figure to craft a financial aid
package that attempts to meet a student’s financial need
(colleges are not obligated to meet 100% of need).

« Eligibility for Direct Loans. All students who file the
FAFSA are eligible for an unsubsidized federal Direct
Loan, regardless of financial need. But students who
demonstrate need on the FAFSA are eligible for a
subsidized Direct Loan, which means the government
pays the interest that accrues during school and any
loan deferment periods. Students with a high level of
financial need may also qualify for a federal Pell Grant.

« College aid. Some colleges might require the FAFSA
before awarding students certain college-based aid,
including merit scholarships and grants, so filing it can
still be beneficial, even if a student does not plan on
taking out any federal loans.

The FAFSA must be submitted every year for students to
be eligible for federal aid. For more information, families
can visit the federal student aid website at studentaid.gov.

1) National College Attainment Network, April 8, 2024
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Is it time to review vour retirement income strategy? Would you like to discuss the role of fixed
income investments in your portfolio? Call us for an appointment today.
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