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More People Delay Claiming Social Security

April 2021
See disclaimer on final page

We help successful individuals, families, and business owners get to their desired financial destination. Where do you want
to go? Let's get started!

The average age for claiming Social Security retirement benefits has been steadily rising. Older Americans are
working longer, in part because full retirement age is increasing incrementally from 66 to 67. A worker may begin
receiving Social Security retirement benefits as early as age 62, but monthly benefits will be permanently
reduced by as much as 30% if claimed before full retirement age — a strong incentive to wait.

Source: Social Security Administration, 2020
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A Financial Wellness Plan Can Help Pave the Road to Retirement

If we've learned any lesson over the past year, it's that
no matter how carefully we plan and prepare, we'll
likely encounter unexpected hurdles. While a global
pandemic has certainly underscored the need to pay
close attention to our physical wellness, it has also
revealed the need to shore up our financial wellness.

According to PwC's 9th Annual Financial Wellness
Survey conducted in January 2020, financial matters
were the top cause of stress for employees even well
before the pandemic hit in earnest. More than
one-third of full-time employed millennials, Gen Xers,
and baby boomers had less than $1,000 in emergency
savings. Only 29% of women said they would be able
to cover their basic necessities if they found
themselves out of work for an extended period,
compared with 55% of men. And more than half of
millennials and Gen Xers and 35% of baby boomers
said they would likely use their retirement funds for
something other than retirement, with most noting it
would be for an unexpected expense or medical bills.1

Although tapping your retirement savings can help you
get through a crisis, it can hinder your ability to afford a
comfortable retirement. Having a plan to guard your
financial wellness throughout your working years can
help you avoid putting your retirement at risk.

What Is Financial Wellness?
The Consumer Financial Protection Bureau (CFPB)
defines financial well-being as:2

1) Having control over day-to-day and month-to-month
finances. In order to achieve this, your expenses need
to be lower than your income.

2) Maintaining the capacity to absorb a financial shock.
This typically refers to having adequate emergency
savings and insurance.

The Four Elements of Financial Well-Being

Source: CFPB, September 2017

3) Being on track to meet financial goals, meaning you
have either a formal or informal plan to meet your
goals and you are actively pursuing them.

4) Having the financial freedom to make choices that
allow you to enjoy life, such as a splurge vacation.

The CFPB has identified several key factors that
contribute to an individual's ability to achieve financial
well-being. Among them are: (1) having the skills
needed to find, process, and use relevant financial
information when it's needed; and (2) exhibiting
day-to-day financial behaviors and saving habits.

Assistance Is Available
Many employers have begun offering financial
wellness benefits over the past decade. These
programs have evolved from a focus on basic
retirement readiness to those addressing broader
financial challenges such as health-care costs, general
finance and budgeting, and credit/debt management.3

If you have access to work-based financial wellness
benefits, be sure to take time and explore all that is
offered. The education and services can provide
valuable information and help you build the skills to
make sound decisions in challenging circumstances.

In addition, a financial professional can become a
trusted coach throughout your life. A qualified financial
professional can provide an objective third-party view
during tough times, while helping you anticipate and
manage challenges and risks and, most important,
stay on course toward a comfortable retirement.
1) PwC, May 2020

2) Consumer Financial Protection Bureau, January 2015

3) Employee Benefit Research Institute, October 2020
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Money Market Funds in a Low Rate Environment
After pushing interest rates gradually upward for three
years, the Federal Reserve dropped the benchmark
federal funds rate to near zero (0%–0.25%) in March
2020 to help mitigate the economic damage caused by
COVID-19.1 The funds rate affects many short-term
interest rates, including the rates on money market
mutual funds, which were already low to begin with.

The average monthly yield on 30-day taxable money
market funds dropped steadily after the Fed's move
and was down to 0.03% by the end of 2020, equivalent
to an annual percentage rate of about 0.36%.2
Considering the rock-bottom rates on some short-term
investments, this is higher than might be expected but
well below the rate of inflation.3 Even so, investors
held about $4.3 trillion in money market funds.4

What's the appeal with such a low return? Stability and
liquidity.

Cash Alternatives
Money market funds are mutual funds that invest in
cash alternatives, usually short-term debt. They seek
to preserve a stable value of $1 per share and can
generally be liquidated fairly easily.

Money market funds are typically used as the "sweep
account" for clearing brokerage transactions, and
investors often keep cash proceeds in the fund on a
temporary basis while looking for another investment.
In a volatile market, it's not unusual to see large shifts
into money market funds as investors pull out of riskier
investments and wait for an opportunity to reinvest.

Short Term vs. Long Term
Money market funds can also be useful to keep
emergency funds or other funds that might be needed
quickly, such as a down payment on a home. If you
are retired or near retirement, it might make sense to
use money market funds for near-term expenses
and/or to hold funds in a traditional IRA for required
minimum distributions, so you do not have to sell more
volatile assets.

For a long-term investing strategy, however, money
market funds are a questionable choice. You might
keep some assets in these funds to balance riskier
investments, but low yields over time can expose your
assets to inflation risk — the potential loss of purchasing
power — along with the lost opportunity to pursue
growth through other investments. This could change if
interest rates rise, but the Fed projects that the federal
funds rate will remain in the 0% to 0.25% range
through the end of 2023.5

Annual Returns on Money Market Mutual
Funds

Source: Refinitiv, 2021, 30-Day Money Market Index — All Taxable, for the
period 12/31/1999 to 12/31/2020. The performance of an unmanaged index
is not indicative of the performance of any specific security. Individuals
cannot invest directly in an index. Past performance is not a guarantee of
future results. Actual results will vary.

Money market funds are neither insured nor
guaranteed by the Federal Deposit Insurance
Corporation or any other government agency.
Although money market funds seek to preserve the
value of your investment at $1.00 per share, it is
possible to lose money by investing in such a fund.

Mutual 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, 5) Federal Reserve, 2020

2) Refinitiv, 30-Day Money Market Index — All Taxable, for the period
12/31/2019 to 12/31/2020

3) U.S. Bureau of Labor Statistics, 2021

4) Investment Company Institute, 2021 (data as of 12/29/2020)

Page 3 of 4, see disclaimer on final page



Tips to Help Control Your Finances During the Pandemic

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2021

Advisory Services may be offered through Capital Analysts or Lincoln Investment, Registered Investment Advisers.

Securities offered through Lincoln Investment, Broker/Dealer, Member FINRA / SIPC. www.lincolninvestment.com

Knox Financial Services, LLC. and the above firms are independent and non-affiliated.

Tax, legal, or Social Security claiming advice is not offered through, nor supervised by Lincoln Investment or Capital Analysts.

The information presented here is not specific to any individual's personal circumstances. To the extent that this material concerns tax
matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the purpose of avoiding penalties that may be
imposed by law. Each taxpayer should seek independent advice from a tax professional based on his or her individual circumstances.
These materials are provided for general information and educational purposes based upon publicly available information from sources
believed to be reliable — we cannot assure the accuracy or completeness of these materials. The information in these materials may
change at any time and without notice.

The coronavirus pandemic has strained the finances of
many U.S. households. In an August 2020 survey,
25% of adults said someone in their household had
experienced the loss of a job due to the outbreak.
Even among those who did not lose a job, 32% said
someone in their household has had to reduce hours
or take a pay cut due to the economic fallout from the
pandemic.1 During these times of financial turmoil and
stress, it's more important than ever to take control of
your financial situation. Here are some tips to get
started.

1. Make sure your budget is on track. A solid budget
is the centerpiece of any good financial plan because it
will give you a clear picture of how much money is
coming in and how much is going out. Hopefully,
you've been able to stay the course during the
pandemic and your budget is still on track. If you've
experienced a loss or reduction in income, you may
have to cut back on discretionary spending or look for
ways to lower your fixed costs. Budgeting websites
and smartphone apps can help you analyze your
saving and spending patterns.

2. Maintain healthy spending habits. During the
height of the pandemic, your spending habits may
have changed dramatically. With restaurants closed,
vacations postponed, and events canceled, many
Americans found themselves spending less. If you
were fortunate enough to save money during the
pandemic, keep up the good work. If you spent more

than you would have liked (e.g., takeout, online
shopping), try to cut back and save what you can.
Even small amounts can add up over time.

3. Check your emergency fund. If the pandemic has
taught us anything financially, it is the importance of
having an emergency fund. If you've had to dip into
your cash reserve at some point over the past year to
cover expenses, you'll want to work on building it back
up. Ideally, you should have at least three to six
months of living expenses in your cash reserve. A
good way to accumulate emergency funds is to
earmark a percentage of your paycheck each pay
period. When you reach your goal, you may still want
to keep adding money — the more you can save, the
better off you could be in the long run.

4. Deal with your debt. It is always important to stay
on top of your debt situation and pay down debt from
student loans, a mortgage, and/or credit cards as
quickly as you can. If the financial impact of the
pandemic has made it difficult to manage your debt,
contact your lenders to see if they offer COVID-related
financial assistance. Many may be willing to work with
you by waiving interest and certain fees or allowing
you to delay, adjust, or skip some payments.
1) Pew Research Center, 2020
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