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24.3 million

Estimated number of 401(k)
accounts left with former
employers as of May 2021,
with 2.8 million more left
behind each year. If you have
retirement assets with a
former employer, you can
leave them in the plan. But for
more control, you can roll your
assets to an IRA or to a new
employer plan (if allowed) —
both of which can preserve
tax-advantaged status — or
cash out, which will typically
incur income taxes.

Source: Financial Planning, August
31, 2021
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Where Are the Workers?

The labor force participation rate — the percentage of Americans age 16 and
older who are working or actively looking for work — peaked in early 2000, when
it began to drop due to aging baby boomers and more young people in college.
Participation was rising before plummeting at the onset of the pandemic.

The rate has only partially recovered due in large part to accelerated
retirement among workers age 55 and older. Other reasons include fewer
child-care workers, reduced immigration, and many workers unwilling to return
to low-paying jobs. Some experts believe it may never return to pre-pandemic
levels. The question for the U.S. economy is whether technology and other
productivity measures can maintain economic growth with a smaller
percentage of the population in the workforce.

Labor force participation rate
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Sources: U.S. Bureau of Labor Statistics, 2016 & 2022; The Wall Street Journal, October 14, 2021;
CNN, December 15, 2021
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What's Your Retirement Dream Elevator Pitch?

Imagine stepping into an elevator and realizing that
you're about to spend the 30-second ride with
someone who could make your retirement dreams
come true — if only you could explain them before the
doors open again. How would you summarize your
financial situation, outlook, aspirations, and plans if
you had 30 seconds to make an "elevator pitch" about
achieving one of your most important goals?

Answering that question — and formulating your own
unique retirement dream elevator pitch — could help
bring your vision of the future into sharper focus.

What Are Your Goals?

Start with an overview of what you hope to
accomplish. That typically includes describing what
you want, when you want it, and why. For example,
you might say, "My goal involves retiring in 10 years
and moving to a different state so | can be closer to
family.” Or, "In the next 15 years, | need to accumulate
enough money to retire from my regular job and open
a part-time business that will help sustain my current
lifestyle.”

If your plans include sharing life with a loved one,
make sure you're both on the same page. Rather than
assume you have similar ideas about retirement,
discuss what you want a future together to look like.

How Much Will It Cost?

To put a price tag on your retirement dream, consider
working with a financial professional to calculate how
much money you'll need. Making multiple calculations
using different variables — such as changing your
anticipated retirement date and potential investment
growth rate — will help you develop a better
understanding of the challenges and opportunities you
may encounter.

It's important to remember that plans don't always
work out the way we intend. For example, 72% of
workers surveyed in 2021 said they expect to continue
working for pay during retirement, but only 30% of
retirees said they actually did so. And nearly half
(46%) of current retirees left the workforce earlier than
expected.l Understanding the financial implications of
an unanticipated change in plans before it happens
could make it easier to adjust accordingly.

How Will You Do It?

If your calculations indicate you may be facing a
retirement savings shortfall, take a fresh look at your
spending habits to help find ways to save more
money. Make a list of your fixed expenses and then
keep track of your discretionary purchases every day
for a month. It might be startling to realize how much
you routinely spend on non-essential items, but you'll
quickly discover exactly where to start applying more
financial discipline.

Among workers surveyed in 2021:

72% 31%

Made changes to their
workplace retirement account
strategies in the past year

Were very or somewhat confident
about being able to afford a
comfortable retirement

32% 54%

Said the pandemic negatively Said they had either
affected their ability to a major (18%) or minor (36%)
save for retirement debt problem

Source: Employee Benefit Research Institute, 2021

Finally, you'll need to manage the funds you earmark
for retirement by choosing the types of accounts to use
and allocating your money within each account. If you
have access to an employer-sponsored retirement
account with matching contributions from your
employer, you might want to start there and then
invest in additional tax-deferred and taxable
investments.

Regardless of the types of accounts you choose, your
specific investment decisions should reflect your
personal tolerance for risk and time frame, while
addressing the priorities outlined in your retirement
dream elevator pitch. If your retirement outlook
changes at any point, take a fresh look at your
investment strategy to make sure you're still potentially
on course.

All investing involves risk, including the possible loss
of principal. There is no guarantee that any investment
strategy will be successful. Asset allocation is a
method used to help manage investment risk; it does
not guarantee a profit or protect against investment
loss. There is no assurance that working with a
financial professional will improve investment results.

1) Employee Benefit Research Institute, 2021
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Three Things to Consider Before Buying a Vacation Home

The arrival of the COVID-19 pandemic in 2020 led to a
surge in demand for vacation/second homes — mainly
spurred by government shutdowns and stay-at-home
advisories. Whether working remotely, attending
school online, or meeting up with friends and family
virtually, people found themselves spending more time
than ever at home.1 If you are thinking about buying a
vacation home, here are three things to consider
before taking the plunge.

Tax Benefits

The tax treatment of your home will depend largely on
how much time you (or a family member) use the
property for personal purposes relative to the amount
of time you rent it to others. If you plan to use the
home for your personal use only, or rent it to others for
fewer than 15 days per year, you can typically deduct
property taxes, qualified residence interest, and
casualty loss deductions. Rental income from a
second home under these circumstances is not
taxable and rental expenses are not deductible.

When you rent out your home for more than 15 days
during the year, and your personal use of the home
exceeds the greater of 14 days during the year or 10%
of the days rented, then the property is considered a
vacation home for tax purposes. You may deduct
property taxes, qualified residence interest, and
casualty loss deductions. However, rental expenses
must be divided between personal and rental use, and
deductible expenses are generally limited to the
amount of income generated by the property. In
addition, all rental income is reportable. Consider
seeking advice from an independent tax or legal
professional.

There are inherent risks associated with real estate
investments and the real estate industry, each of
which could have an adverse effect on the financial
performance and value of a real estate investment.
Some of these risks include: a deterioration in national,
regional, and local economies; tenant defaults; local
real estate conditions, such as an oversupply of, or a
reduction in demand for, rental space; property
mismanagement; changes in operating costs and
expenses, including increasing insurance costs,
energy prices, real estate taxes, and the costs of
compliance with laws, regulations, and government
policies. Real estate investments may not be
appropriate for all investors.

Affordability

Though there may be some financial benefits to
owning your own small piece of paradise (e.g., rental
income, increase in property value), you should only
purchase a vacation home if you crunched the
numbers and find that you can truly afford it. In
addition to a mortgage, you'll have to pay property
taxes and, depending on where the home is located, a

higher premium for hazard and liability insurance. The
amount of money you pay for electricity, heat, sewer,
water, phone, and other utilities will depend on how
frequently and how many people use/occupy the
vacation home. And unless your home comes
furnished, initially you will need to spend money on
furniture, bedding, and housewares to make sure that
your home is equipped and ready for use/occupancy.

You'll also have to spend money on keeping up the
home. Maintenance costs can include cleaning, yard
work, pool or spa maintenance, plowing, and both
major and minor repairs. If you're buying a condo or a
home that is part of a homeowners association, you'll
have to pay a monthly fee to cover
maintenance/upkeep. Finally, if you are plan to rent
out your vacation home, you may need to hire a
property management company that will help you
market, list, and maintain your rental property for a fee.

Share of Vacation Home Sales to Total
Existing Home Sales
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Investment Potential

Is the property located near a highly sought-after
vacation destination? If so, it may turn out to be a good
investment. Popular vacation rentals tend to increase
in value over time, helping you build equity and
accumulate wealth. In addition, it could generate
enough rental income to help cover your mortgage and
property taxes throughout the year.

If you vacation often enough, owning a vacation home
could also end up saving you money in the long run.
Compare the cost of your annual mortgage payments
to what you normally pay for vacations during the year.
You may be surprised to find that the costs are similar.
Are you are planning for or nearing retirement? If so,
you could buy a vacation home with the goal of
eventually using it as your primary residence when you
retire.

1) National Association of Realtors, 2021
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Splurge or Save? Making the Most of Your Income Tax Refund

The IRS issued more than 128 million income tax
refunds for the 2020 filing season, putting $355.3
billion into the hands of U.S. consumers.1 For most
recipients, such a sudden influx of cash prompts an
important question: What's the best way to use the
money?

Last year, 27% of consumers said they planned to
spend their refund on everyday expenses, whereas
equal numbers (8%) planned to either "splurge" or
take a vacation.2 But what about your other options?

Debt Decisions

Though spending your tax refund is tempting, most
people surveyed said they planned to save their tax
refund and/or pay down debt.3 While reducing debt
can be the cornerstone of an effective financial
strategy, it's essential to avoid making choices that
could set you back in the long run. For example, a
home mortgage is often the largest debt taxpayers
carry, and making extra mortgage payments can
reduce your principal balance and shorten the term of
the loan, allowing you to accumulate equity faster.

However, using a refund to cut down mortgage debt
ahead of schedule could have counterproductive
consequences, including losing the ability to claim the
home mortgage interest deduction when filing your
income taxes. In addition, the reduction in your overall
liquidity may limit your ability to make new purchases
or investments that you hadn't anticipated.

With that in mind, it may be better to pay off
higher-interest, nondeductible debt first, such as
credit-card bills and car loans. Although that strategy
may still limit your potential to pursue additional
financial opportunities in the short term, your long-term
savings may be significant.

Retirement Readiness

Using your refund to potentially bring retirement goals
closer to reality might be prudent. IRA contributions
(up to $6,000 in 2022; $7,000 if age 50 or older) may
be deductible, depending on your income and the type
of IRA you choose. The 2022 cap on contributions to
401(k) and 403(b) workplace retirement plans is
$20,500 ($27,000 if age 50 or older). If you aren't yet
contributing the maximum, using this year's refund to
finance some routine household expenses could help
you allocate more of your income to a workplace
retirement account. As an added potential benefit, the
amount of any matching employer contributions may
increase as a result.

Of course, you might want to use this year's refund for
another purpose. Be sure to speak with your financial
professional for guidance about the best way to
proceed. There is no assurance that working with a
financial professional will improve investment results.

1) Internal Revenue Service, 2021

2-3) National Retail Federation, 2021

Prosperitas Wealth Management LLC is a Registered Investment Adviser. Information presented is for educational purposes only and
does not intend to make an offer or solicitation for the sale or purchase of any specific securities product, service, or investment strategy.
Investments involve risk and unless otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial adviser, tax
professional, or attorney before implementing any strategy or recommendation discussed herein.
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