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After record federal budget deficits of $3.1 trillion in 2020 and $2.8 trillion in 2021, the 2022 deficit is projected to
drop to $1.0 trillion, due to increased tax revenue from a stronger economy and the end of government
pandemic-relief spending. These deficits are equivalent to 15.0%, 12.4%, and 4.2% of gross domestic product
(GDP), respectively. For comparison, the deficit averaged 3.5% of GDP over the last 50 years.

The deficit is expected to drop further in 2023 before rising steadily due to increasing health-care costs for an
aging population and higher interest rates on mounting government debt. In 2032, the deficit is projected to be
almost $2.3 trillion, equivalent to 6.1% of GDP.

Source: Congressional Budget Office, May 2022. The federal government's fiscal year runs from October 1 to September 30, so FY 2022 began
on October 1, 2021, and ended on September 30, 2022. Projections for 2022 and beyond are based on current conditions, are subject to change,
and may not come to pass.
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Retirement Savings in a Volatile Market
If you worry about your retirement investments during
market downturns, you're not alone. Unfortunately,
emotions are often the enemy of sound investing. Here
are some points to help you stay clear-headed during
periods of market volatility.

Markets Rebound
Historically, even the worst bear market has bounced
back and eventually gone on to reach new highs. In
fact, since 1970, bear markets have lasted an average
of 14 months.

A Chance to Buy Low
If you're investing a set amount of money on a regular
basis, such as in a retirement plan account, you're
buying fewer shares when prices are high and more
shares when prices are low — one of the basic tenets of
investing wisely.

Systematic investing involves making continuous
investments on a regular basis, regardless of
fluctuating share prices. Although this strategy does
not ensure a profit or prevent a loss, you must be
financially able to continue making purchases through
extended periods of high and low price levels.

Retiree Strategies
The risk of experiencing poor investment returns just
before or in the early years of retirement is a
significant factor that can affect a nest egg's long-term
sustainability. Fortunately, some strategies can help
mitigate this risk.

For example, consider a tiered investment strategy, in
which you divide your portfolio into tiers representing
your short-, medium-, and long-term needs for income
and growth.

The short-term tier(s) could contain the amount you
need for about two to five years, invested in assets
designed to preserve value. The medium-term tier(s)
could hold investments that strive to provide income
for perhaps three to 10 years, balanced with some
growth potential. The longer-term tier(s) could hold
higher-risk, higher-growth potential assets that you
wouldn't need for at least 10 years. Generally, this tier
is intended to feed the shorter-term tiers and fuel the
strategy over the course of your retirement.

Another possible strategy is using a portion of your
retirement savings to purchase an immediate annuity,
which offers a predictable retirement income stream
you could pair with Social Security and any other
steady income sources to cover your fixed expenses.

An immediate annuity is an insurance-based contract
in which you pay the issuer a single lump sum in
exchange for the issuer's guarantee of regular income
payments for a fixed period or the rest of your life. With
some exceptions, you typically receive fixed payments
with little or no variation in the amount or timing. When
purchasing an immediate annuity, you relinquish
control over the amount you invest.

A Financial Professional Can Help
If volatile markets prompt you to question your
retirement investing strategy, your financial
professional can be an objective third party to help
ease your worries and evaluate possible portfolio
shifts.

Bear Markets Eventually End
A bear market is generally defined as a loss of at least 20%
from a recent high. From 1970 to 2021, there were seven
bear markets, the longest lasting less than three years. A
new bear market began in January 2022. Despite these
down periods, a hypothetical $10,000 investment in the S&P
500 in 1970 would have grown to more than $2 million by
2022.

Source: S&P Dow Jones Indices and Refinitiv, 2022, for the period
1/1/1970 to 7/31/2022. The S&P 500 is an unmanaged index that is
considered to be representative of the U.S. stock market. The performance
of an unmanaged index is not indicative of any specific investment.
Individuals cannot invest directly in an index. Past performance is not a
guarantee of future results. Actual results will vary.

All investments are subject to market fluctuation, risk, and loss of principal.
Shares, when sold, may be worth more or less than their original cost.
Investments seeking to achieve higher returns also involve a higher degree
of risk. There is no assurance that working with a financial professional will
improve investment results.

Generally, annuity contracts have fees and expenses, limitations,
exclusions, holding periods, termination provisions, and terms for keeping
the annuity in force. Most annuities have surrender charges that are
assessed if the contract owner surrenders the annuity. Withdrawals of
annuity earnings are taxed as ordinary income. Withdrawals prior to age
59½ may be subject to a 10% penalty. Any annuity guarantees are
contingent on the financial strength and claimspaying ability of the issuing
insurance company.
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Consider a Bond Ladder for Rising Interest Rates
After dropping the benchmark federal funds rate to a
range of 0%–0.25% early in the pandemic, the Federal
Open Market Committee of the Federal Reserve has
begun raising the rate aggressively in response to high
inflation and a stronger economy.

Following 0.25% and 0.50% increases in March and
May 2022, the Committee implemented successive
0.75% increases at its June and July meetings — the
first 0.75% increases since 1994 — to a target range of
2.25%–2.50%. June projections (most recent available)
indicate the rate could rise to a range of 3.25%–3.5%
by the end of 2022 with an additional one or two
0.25% increases in 2023.1

Rates and Bond Prices
Raising the federal funds rate places upward pressure
on a wide range of interest rates, including the cost of
borrowing through bond issues. When interest rates go
up, the prices of existing bonds typically fall, because
new bonds with higher yields are more attractive.
Investors are also less willing to tie up their funds for a
long time, so bonds with longer maturity dates are
generally more sensitive to rate changes than
shorter-dated bonds. Yet shorter-dated bonds usually
have lower yields.

Despite the challenges, bonds are a mainstay for
conservative investors who may prioritize the
preservation of principal over returns, as well as
retirees in need of a predictable income stream.

Step by Step
One way to address rising rates is to create a bond
ladder, a portfolio of bonds with maturities that are
spaced out at regular intervals over a certain number
of years. For example, a five-year ladder might have
20% of the bonds mature each year. This strategy puts
an investor's money to work systematically, without
trying to predict rate changes.

With rates projected to continue rising, it might make
sense to create a shorter bond ladder now and a
longer ladder when rates appear to have stabilized.
Keep in mind that these are only projections, based on
current conditions, and may not come to pass. The
actual direction of interest rates might change.

Reinvesting or Taking Withdrawals
When bonds from the lowest rung of the ladder
mature, the funds are often reinvested at the long end
of the ladder. When rates are rising, investors who
reinvest the funds may be able to increase their cash
flow by capturing higher yields on new issues. Or a
ladder might be part of a withdrawal strategy in which
the returned principal from maturing bonds is
dedicated to retirement spending.

Bond ladders may vary in size and structure, and
could include different types of bonds depending on an

investor's time horizon, risk tolerance, goals, and
personal preference. Owning a diversified mix of bond
investments might also help cushion the effects of
interest rate and credit risk in a portfolio. Diversification
is a method used to help manage investment risk; it
does not guarantee a profit or protect against
investment loss.

Rung by Rung
Here are two sample structures for a bond ladder. When
bonds mature, the proceeds can be used for income or
reinvested in bonds to fill the longest maturity rung.

Individual Bonds vs. ETFs
Buying individual bonds provides certainty, because
investors know exactly how much they will earn if they
hold a bond to maturity, unless the issuer defaults.
However, individual bonds are typically sold in
minimum denominations of $1,000 to $5,000, so
creating a bond ladder with a sufficient level of
diversification might require a sizable investment.

A similar approach involves laddering bond
exchange-traded funds (ETFs) that have defined
maturity dates. These funds, typically called target
maturity ETFs, generally hold many bonds that mature
in the same year the ETF will liquidate and return
assets to shareholders. Target maturity ETFs may
enhance diversification and provide liquidity, but unlike
individual bonds, the income payments and final
distribution rate are not fully predictable. Bond ETFs
are subject to the same inflation, interest rate, and
credit risks associated with their underlying bonds.

Exchange-traded funds are sold by prospectus. Please
consider the investment objectives, risks, charges, and
expenses carefully before investing. The prospectus,
which contains this and other information about the
investment company, can be obtained from your
financial professional. Be sure to read the prospectus
carefully before deciding whether to invest.
1) Federal Reserve, 2022
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The Potential Benefits of Roth IRAs for Children
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Most teenagers probably aren't thinking about saving
for retirement, buying a home, or even paying for
college when they start their first jobs. Yet a first job
can present an ideal opportunity to explain how a Roth
IRA can become a valuable savings tool in the pursuit
of future goals.

Rules of the Roth
Minors can contribute to a Roth IRA as long as they
have earned income and a parent (or other adult)
opens a custodial account in the child's name.
Contributions to a Roth IRA are made on an after-tax
basis, which means they can be withdrawn at any
time, for any reason, free of taxes and penalties.
Earnings grow tax-free, although nonqualified
withdrawals of earnings are generally taxed as
ordinary income and may incur a 10% early-withdrawal
penalty.

A withdrawal is considered qualified if the account is
held for at least five years and the distribution is made
after age 59½, as a result of the account owner's
disability or death, or to purchase a first home (up to a
$10,000 lifetime limit). Penalty-free early withdrawals
can also be used to pay for qualified higher-education
expenses; however, regular income taxes will apply.

In 2022, the Roth IRA contribution limit for those under
age 50 is the lesser of $6,000 or 100% of earned
income. In other words, if a teenager earns $1,500 this
year, his or her annual contribution limit would be

$1,500. Other individuals may also contribute directly
to a teen's Roth IRA, but the total value of all
contributions may not exceed the child's annual
earnings or $6,000 (in 2022), whichever is lower. (Note
that contributions from others will count against the
annual gift tax exclusion amount.)

Lessons for Life
When you open a Roth IRA for a minor, you're giving
more than just an investment account; you're offering
an opportunity to learn about important concepts that
could provide a lifetime of financial benefits. For
example, you can help explain the different types of
investments, the power of compounding, and the
benefits of tax-deferred investing. If you don't feel
comfortable explaining such topics, ask your financial
professional for suggestions.

The young people in your life will thank you — sooner or
later.

For questions about laws governing custodial Roth
IRAs, consult your tax or legal professional. There is
no assurance that working with a financial professional
will improve investment results.
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