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In January 2021, more than seven out of 10 workers were very or somewhat
confident that they would have enough money to live comfortably throughout
their retirement years. This was the highest confidence level since 2000 and a
significant rebound from levels in March 2020 after the pandemic began.
Overall, retirement confidence has trended upward since the Great Recession.

Source: Employee Benefit Research Institute, 2021 (two surveys were conducted in 2020)
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Percentage of workers (or
their spouses) who have tried
to calculate how much money
they will need to save in order
to live comfortably in
retirement.

Source: Employee Benefit Research
Institute, 2021
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Tips for Managing an Inheritance
As the beneficiary of an inheritance, you are most
likely to be faced with making many important
decisions during an emotional time. Short of meeting
any required tax or legal deadlines, don't make any
hasty decisions concerning your inheritance.

Identify a Team of Trusted Professionals
Tax laws and requirements can be complicated.
Consult with professionals who are familiar with assets
that transfer at death. These professionals may
include an attorney, an accountant, and a financial
and/or insurance professional.

Be Aware of the Tax Consequences
Generally, you probably will not owe income tax on
assets you inherit. However, your income tax liability
may eventually increase. Any income that is generated
by inherited assets may be subject to income tax, and
if those assets produce a substantial amount of
income, your tax bracket may increase. This is
particularly true if you receive distributions from a
tax-qualified retirement plan such as a 401(k) or an
IRA. You may need to re-evaluate your income tax
withholding or begin paying estimated tax.

You also may need to consider the amount of potential
transfer (estate) taxes that your estate may owe, due
to the increase in the size of your estate after factoring
in your inheritance. You may need to consider ways to
help reduce these potential taxes.

How You Inherit Assets Makes a Difference
Your inheritance may be received through a trust or
you may inherit assets outright. When you inherit
through a trust, you'll receive distributions according to
the terms of the trust. You may not have total control
over your inheritance as you would if you inherited the
assets outright.

Familiarize yourself with the trust document and the
terms under which you are to receive trust
distributions. You will have to communicate with the
trustee of the trust, who is responsible for the
administration of the trust and the distribution of assets
according to the terms of the trust.

Even if you're used to handling your own finances,
receiving a significant inheritance may promote
spending without planning. Although you may want to
quit your job, or buy a car, a house, or luxury items,
this may not be in your best interest. Consider your
future needs, as well, if you want your wealth to last.
It's a good idea to wait at least a few months after
inheriting money to formulate a financial plan. You'll
want to consider your current lifestyle and your future
goals, formulate a financial strategy to meet those
goals, and determine how taxes may reduce your
estate.

Develop a Financial Plan
Once you have determined the value and type of
assets you will inherit, consider how those assets will
fit into your financial plan. For example, in the short
term, you may want to pay off consumer debt such as
high-interest loans or credit cards. Your long-term
planning needs and goals may be more complex. You
may want to fund your child's college education, put
more money into a retirement account, invest, plan to
help reduce taxes, or travel.

Evaluate Your Insurance Needs
Depending on the type of assets you inherit, your
insurance needs may need to be adjusted. For
instance, if you inherit valuable personal property, you
may need to adjust your property and casualty
insurance coverage. Your additional wealth from your
inheritance means you probably have more to lose in
the event of a lawsuit. You may want to purchase an
umbrella liability policy that can help protect you
against actual loss, large judgments, and the cost of
legal representation. You may also need to recalculate
the amount of life insurance you need because of your
inheritance. The cost and availability of life insurance
depend on factors such as age, health, and the type
and amount of insurance purchased.

Evaluate Your Estate Plan
Depending on the value of your inheritance, it may be
appropriate to re-evaluate your estate plan. Estate
planning involves conserving your money and putting it
to work so that it best fulfills your goals. It also means
helping reduce your exposure to potential taxes and
creating a comfortable financial future for your family
and other intended beneficiaries.

Some things you should consider are to whom your
estate will be distributed, whether the beneficiary(ies)
of your estate are capable of managing the inheritance
on their own, and how you can best shield your estate
from estate taxes. If you have minor children, you may
want to protect them from asset mismanagement by
nominating an appropriate guardian or setting up a
trust for them. If you have a will, your inheritance may
make it necessary to make significant changes to that
document, or you may want to make an entirely new
will or trust. There are costs and ongoing expenses
associated with the creation and maintenance of trusts
and wills. Consult with an estate planning attorney for
proper guidance.
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Don't Let Debt Derail Your Retirement
Debt poses a growing threat to the financial security of
many Americans — and not just college graduates with
exorbitant student loans. Recent studies by the Center
for Retirement Research at Boston College (CRR) and
the Employee Benefit Research Institute (EBRI) reveal
an alarming trend: The percentage of older Americans
with debt is at its highest level in almost 30 years, and
the amount and types of debt are on the rise.

Debt Profile of Older Americans
In the 20-year period from 1998 to 2019, debt
increased steadily for families with household heads
age 55 and older; in recent years, however, the
increase has largely been driven by families with
household heads age 75 and older. From 2010 to
2019, the percentage of this older group who carried
debt rose from 38.5% to 51.4%, the highest level since
1992. By contrast, the percentage of younger age
groups carrying debt either rose slightly or held steady
during that period.

Debt and the Age 75+ Population

Source: Employee Benefit Research Institute, 2020

Mortgages comprise the largest proportion of debt
carried by older Americans, representing 80% of the
total burden. According to EBRI, the median housing
debt held by those age 75 and older jumped from
$61,000 in 2010 to $82,000 in 2019. The CRR study
reported that baby boomers tend to have bigger debt
loads than older generations, largely because of pricey
home purchases financed by small down payments.

Consequently, economic factors that affect the
housing market — such as changes in interest rates,
home prices, and tax changes related to mortgages —
may have a significant impact on the financial
situations of both current and future retirees.

Credit-card debt is the largest form of nonhousing debt
among older Americans. In 2019, the incidence of
those age 75 and older reporting credit-card debt
reached 28%, its highest level ever. The median
amount owed rose from $2,100 in 2010 to $2,700 in
2019.

Medical debt is also a problem and often the result of
an unexpected emergency. In the CRR study, 21% of
baby boomers reported having medical debt, with a
median balance of $1,200. Among those coping with a
chronic illness, one in six said they carry debt due to
the high cost of prescription medications.

Finally and perhaps most surprisingly, student loan
obligations are the fastest-growing kind of debt held by
older adults. Sadly, it appears that older folks are
generally not borrowing to pursue their own academic
or professional enrichment, but instead to help children
and grandchildren pay for college.

How Debt Might Affect Retirement
Both the CRR and EBRI studies warn that increasing
debt levels may be unsustainable for current and
future retirees. For example, because the stress
endured by those who carry high debt loads often
results in negative health consequences, which then
result in even more financial need, the effect can be a
perpetual downward spiral. Another potential impact is
that individuals may find themselves postponing
retirement simply to stay current on their debt
payments. Yet another is the risk that both workers
and retirees may be forced to tap their retirement
savings accounts earlier than anticipated to cope with
a debt-related crisis.

If you are retired or nearing retirement, one step you
can take is to evaluate your debt-to-income and
debt-to-assets ratios, with the goal of reducing them
over time. If you still have many years ahead of you
until retirement, consider making debt reduction as
high a priority as building your retirement nest egg.
Sources: Center for Retirement Research at Boston College, 2020;
Employee Benefit Research Institute, 2020
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Is It Time to Cut Cable?
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An explosion in the number and variety of streaming
services, coupled with more time spent at home in the
last year, might have you wondering whether it's time
to cut the cord on cable. After all, cable isn't getting
any cheaper. At the beginning of 2021, many large
cable and satellite television companies announced
higher prices and reinstated data caps, which were
temporarily suspended in 2020 by the Federal
Communications Commission.1 But is it really worth it
to ditch cable in favor of streaming services? Consider
the following before you make the switch.

Determine how much of your cable subscription
you actually use. Are you regularly watching all the
channels you pay for, or do you watch only a few of
them? Are the channels you watch worth what you pay
each month? The answers to these questions may
help you decide whether the cost of your cable
subscription is worth it.

Know your viewing preferences. Streaming services
often delay the release of new TV show episodes,
which can be frustrating for dedicated viewers. And
sports fans might be disappointed to learn that it's
difficult to access live sports coverage through most
streaming services. Comprehensive sports packages
are offered by some services, but usually at a higher
cost, and you may need to bundle a few services
together depending on whether you want local,
national, and/or international coverage. Plus, delays in
live programming can make it tough to tune in to your

favorite teams.

Compare streaming services. A dizzying array of
streaming services are available. Narrow down your
choices by making a list of the ones that most appeal
to you. If possible, sign up for free trials to find out
what is (and what isn't) a good fit. And investigate the
terms and conditions of any service that you decide to
try — look for termination fees and how much any
add-ons might cost.

Consider the benefits and limitations. In addition to
being less expensive than cable, most streaming
services are user-friendly. And as long as you have an
Internet connection, streaming services allow you to
view your favorite shows on the go on your cell phone
or tablet. But not all streaming services offer extras
such as digital video recording (DVR) or live television
pausing, which are cable features you might miss. You
may also have to subscribe to multiple streaming
services to access all your preferred programs, which
could mean you won't save much (or any) money in
the long run.

Factor in the cost of extra equipment. You may
need to invest in special streaming devices to access
the programs you want. You might also consider the
cost of high-speed Internet — you won't be able to
successfully stream without a relatively fast Internet
connection.
1) Consumer Reports, December 21, 2020
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