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Soft Landing Recession? .

Dear Frlends SR S . ‘ f January 2023

Happy New Year to all of you. And as of this wntmg 1t’s been a pleasant begmmng m the markets.

In fact, the fourth quarter of 22 was pretty good for all the major indexes. When I wrote the last

letter in Octobet, concern among clients was somewhat elevated. Sometimes concern, fear, or even

~ a little panic is what it takes to get the sellers out so the market can move for\vard On the other |
hand, maybe it’s ]ust a bounce. I’m uncertam ‘ ‘

Uncertamty seems to be everywhere on and » Wall St. these days. In recent meetingsWith v
* sophisticated, smarter than me, people ’'m hearing that some of the stickier areas of inflation will
moderate. Others say inflation is going to be around for a while. 've heard we’ll have amild
recession. I've heard we’ll have a soft landmg thus avoiding a recession. Then in eatly December T
heard a term I’ve never heard before. “Softlandrngrecesslon I asked for clanﬁcaﬂon on his base
case, soft- landing or recesslon> He clarified it by saymg soft landlng recess1on I was speechless. ]

When I ask pointed questions, a ) few thmgs seem clear.” Flrst the consumer is in good shape and
continues to spend. The pandemic cash people received is largely gone but credit card balances are
rising. The Fed is trying to curb this. This is something to keep an eye on. Second, although I
think inflation will continue to moderate, with the level of s1ckness in China, and majot dlsruptlon
_ of the Chinese economy possible, we shouldn’t get too optlrmstic on inflation too soon. China -
makes a lot of goods that end up in the Umted States. l stlll think mﬂatlon settles in around 4%

If you look at the January . 2022 letter my focus was mﬂatlon and interest rates.’ They re stlll 477
concern. The consensus today seems to be a mild recession in the latter half of this year. "The
consensus is often ‘wrong and that concetns me. (Remember they told us inflation would be
transltory) If the consensus is wrong agam the other options are no recession ot somethmg worse
than a mild recession. N ow, my focus is on, and I want to be prepared for, sornethmg worse than a
mild recession. : ‘ G o

When I talk to cllents and contacts that live, and run busmesses in the real world I don t hear as :
much concern ot uncertalnty 1 thmk they lean optimistic. That sa1d all srgns pomt to an econormc e
slowdown. el e : ~‘ ‘

My friend and client who moves vegetables around the world by the ton tells me last year was pretty
good. The local agrlculture firms are still dealing with shipping issues and costs. He was fecling like
a lot of supply would be coming to market and prices in his products would soften He sa1d these
storms add a lot of uncertamty to hlS market however ' :
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In real estate a client who has decades in the business as an agent investor and hoteliet says, “the :
higher end cash buyers are still thete but higher interest rates have had an affect on the middle and
lower end.” More nnportantly, she sounded happy She said this is a nice change compared to the
last few years.

Construcnon 1s rmxed but everyone seems to be stayrng busy ngher end contractors that build the ‘
whole house are doing quite well. A friend and client that does more spec1ahzed wotk on
commercial properties feels like this year will be pretty good. Elsewhere, a contact who is a plasterer k
said he was laid off but has been able to pick up a lot of side work in the meantime. L

Finally, from the oil patch a chent tells me compames seem mote Wlllmg to mvest money 1n proj ects
more rigs are being used than they wete a year ago and there is less red tape to get pro]ects gomg

‘ He thinks oil w1ll settle in somewhere between $60 $75 per barrel

Unfortunately, there wasn’t a lot of compelling reading this past quarter‘ Rather than send
something stale or un-insightful I’ve enclosed a paper I wrote on healthcare costs in retirement.
Since I have a lot of clients between the ages of 62-65 that will soon utilize Medicare, I felt i it could
help answer some questions. A special thank you to my Advanced Planning team at ‘
Commonwealth who did all the heavy lifting at fact checking for the paper but especlally Maureen
Baxter

I get requests from chents to forward these letters to friends and acquamtances To rnake it easier
Pve started posting them to my website antonemercutio.com. You can find them under the
Quarterly Client Newsletter tab. If you’d like to view the letter on the website, or prefer to not get
the letter, let me know and I will take you off the list.

My best wiglmes for a prosperous and healthy year.

io, CFP®

Investment A8visor

Opnuons expressed are subject to change without notice and are not intended as mvestment advice or to predlct future
petformance. Economic forecasts discussed here may not develop as predicted '



Paying for Healthcare in Retirement ‘
During meetings with chents I get a lot of quesuons about Medlcare and healthcare costs in general in
retirement. It seems there is a lot of confusion about what Medicare covers and doesn’t cover. Over the

years I’ve found that healthcare is one of the biggest costs facing today s renrees Many people
underestimate these costs and believe Medlcare will cover most expenses.

Known and Unknown Costs

First, there are known costs. Things such as Med1care medigap and long term care insurance prermums
When we sign up for long-tetm care insurance or Medicare, we are told upfront what our rnonthly
premiums will be. People can budget for these items. L ‘

~ Unknown costs are little tr1ck1er These include Medicare co-pays out of pocket costs, uncovered k
prescnptton costs, dental and vision costs, and long-term care costs. These costs depend on Varlous factors

Factors That Affect Healthcare Costs in Retlrement .

- Healthcare costs, like eyerythmg else are affected by inflation. Over the years healthcare costs have
outpaced not only the rate of inflation but Social Security increases too This; means they go up faster than
most things. : :

<

Another factor 1s longev1ty Healthy people generally live longer resultmg ifl motre years of healthcare
expenses. Also, it seems countetintuitive but because healthier people llve longer they requlre long—terrn care.
services more frequently than unhealthy people. i ‘

Below is a grid discussing the different parts of Medicare, what’s covered, and the costs.

What does Medicare ¢« Ver, and how much doces it cost?

Medicare Details =~ What’s Covered  WhatitCosts E
Part A (hospital insurance) o Inpatient hospltah7anon 2 ¢ Generally, no premiums
‘ e Short- term skilled nursmg e Yearly deductible ‘
; facilities . ‘ e Co-pays
Part B (medical insurance) - & Doctor services -  Monthly premiums
i e DPreventative setvices e Yearly deductible
e Durable medical eqmpment ® Co-pays |
e Outpatient services ‘e IRMAA surcharge for 3
. k : (e k . higher income beneﬁcrarles S
Part D (presctiption drugs)’ & e Plans offered by private v e Monthly prermurns
' insurance companies - ® Yearly deductible
approved by Medicare T g Co-pays
e Covered drugs vary by plan ‘ ¢ IRMAA surcharge for

- higher income beneficiaries

Opnnons expressed are subject to change wlthout notice and ‘are not intended as mvestment advlce orto predrct future :
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What does Medicare cover, and how much d()u 1t untH Continued

 Medicare Details ‘ ‘What s Covered L ~ Whatit Costs. : :
Part C (Medicare Advantage) o e Offered by prrvate e Monthly prenﬁum for Part
‘ ‘ ~ Insurance companies s B S
approved by Medicare . o . Deductible and co-pays

e Includes Part A and B
¥ Most plans include Part D
° May cover hearing, dental «

v : and vision ey : ; :
Medic‘are Supplement - Covers expenses not covered bY ‘ e Actual cost vaties by carrier,
‘(Medrgap plans) - Medicare, including co-payments, ‘_ [ age and gcography |

_coinsurance, and deductibles

- Although Medigap policies are

- optional, you must have Medicare
Parts A and B to purchase Medrgap
pohcy ‘

Monthly Medicare 1’1( miums
Part A : %0 (Assuming client o client’ s spouse has at leasta

10-year work history with payment to Medicare
o ' taxes)
Part B $164.90
Part D (nationally based premium) ~ $34.71 (This is the 2020 national benchmark
‘ premium)

Medicare premiums are assessed at the end of each year. Usually, at that time, the most recent tax returnis
from two yearts prior. For example, when assessing income for 2023 premiums at the end of 2022 the most
recently filed income tax return is for 2021. For single, and married, income tax filers with incomes above a
certain threshold an Income Related Monthly Adjustment Amount (IRMAA) is added to their Part Band
D. So, people with higher i incomes may have hlgher Part B and D prermums The amount of the IRMAA
surcharge changes yeatly. :

Medicare Prescriptions Drug Plans

Part D has 4 phases (1) annual deductible; (2) mitial coverage; (3) coverage gap; (4 catasrrophlc coverage.
Medicare recipients will proceed to the next phase when their prescription drug costs meet certaln i
thresholds. ‘ '

In 2023, the annual Part D deductible is $505.00. If Part D plan doesn t have a deductlble a rec1p1ent A
would skip the 1n1t1a1 coverage phase.

The coverage gap is commonly known as the “donut hole”. Before the Affordable Care Act (ACA)
recipients may have had to pay the full cost of their prescription costs aftet the initial coverage phase but
before reaching the catastrophic limit. The ACA closed the donut hole. Now, once a rec1p1ents

Oprmons expressed are sub]ect to change Wlthout notice and ate not intended as investment advice or to prechct future
performance. Economic forecasts discussed here may not-develop as predicted :



" prescription drug costs exceed the 1n1t1al coverage limit and the recipient enters the coverage gap phase they ¢
will pay 25% of the prescriptions cost. In 2023, recipients will reach the 4th phase the catastrophlc coverage
phase, when their out-of- pocket prescnpnon costs exceed §7, 400 , ,

Med1gap

Medigap is a Medicare supplement msurance policy sold by pnvate compames Med1gap can help rec1p1ents k
- pay some of the healthcare costs that Medicare doesn’t covet, such as copayments, coinsurance, and «
deductibles. Medigap prermurns can Vary greatly depending on where a person hves the carrier and the plan ‘

Out of Pocket Costs

When it comes to healthcare costs in retitement, premiums are just part of the picture. Although Part A has :
no premium, deductibles and copayments for hosp1tal stays can be expensrve : ‘

And for stays in skilled nursmg fac1ht1es rec1p1ents will face the fo_lowmg costs:

Day1-20 No Cost : ‘

Day 21 -100 Coinsurance cost of $200 pet day :

Day 101 and beyond  Recipients ate tesponsible for all costs (there s no
' custodial care)

Below ate some national annual median rates for long term care:

Home health care S $61,766
Adult day care k - $ 20,280
Assisted-living facility o $54,000
Nursing home (sermprlvate room) $ 94,900

Nursing home (ptivate room) - $108,405

Given the potential cost of long-term cate one option to mitigate the risk is to purchase long term cate
insurance. The premiums vary based on age, gender, state of res1dence health, and coverage levels. -
According to the Association for Long Term Care Insurance, the average annual premlum for a 55- year—old o

“couple is $3,050.

Bottom Line

Health care costs are high and must be factored into your budget and retitement plan. '
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