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*ﬁ Inflation Gauges Don't Always Paint the Same Picture
: Economists and investors rely on the Consumer Price Index (CPI) and the
% E Personal Consumption Expenditures (PCE) Price Index to track the path of
4

inflation over time. The two indexes use different formulas and data sources —
CPI gets data from consumers and PCE data comes from businesses. PCE is
broader in scope and some expenditure categories are weighted very
differently. In late 2022, the difference between annual inflation as measured
by CPI and PCE was the widest it has been since the 1980s.
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Why Buy Life Insurance During Unsettled Economic Times?

To say the economy has been uneven over the past
few years is an understatement. Amid these bumpy
economic times, why buy life insurance? Here are a
few reasons.

Protection for Loved Ones

Savings that were intended to provide support for you
and your family may have taken a hit over the past few
years due to stock market volatility. If you die, life
insurance can be used to replace some of the savings
you may have lost during these turbulent economic
times. The tax-free death benefit could be used to
provide income to your spouse and family, pay off
mortgages and loans, meet tax liabilities, or pay for
college expenses.

May Help Diversify Your Portfolio

Certain types of permanent life insurance have a cash
value option that can be beneficial during times of
economic uncertainty. Some policies offer minimum
interest rate guarantees (subject to the financial
strength and claims-paying ability of the issuer), that
may offer an alternative to the unpredictability of the
stock market.

Offers an Additional Way to Accumulate
Wealth

Cash value life insurance allows all interest and
earnings on the policy's accumulations to grow tax
deferred. You may be able to take withdrawals from
the cash accumulation of the life insurance policy. Any
withdrawal you make will typically be tax-free up to
your basis (i.e., premiums paid) in the policy. Because
any earnings grow tax deferred while inside the policy,
they will be subject to income tax when you withdraw
them. Withdrawals coming out of your policy are
generally treated as basis first. Be aware that
surrender charges may also apply when you withdraw
from your policy, even if you withdraw only up to your
basis. One way to avoid this and still access your
money is to take a policy loan from the insurance
company, using the cash value in the policy as
collateral. The amount you borrow is generally not
treated as taxable income as long as you repay the
loan, and there are no surrender charges because
you're not actually withdrawing your money. But you'll
have to pay interest on the loan, which is not tax
deductible.

Provides Protection in the Form of Living
Benefits

Life insurance may help replace lost funds should you
become disabled, need long-term care, or face a
terminal illness. For example, if you are terminally ill,

you may be able to receive a portion of the death
proceeds from your life insurance before you die in
order to pay necessary expenses. Some life insurance
policies include a special rider that allows you to
accelerate your life insurance death benefit if you need
long-term care during your life. Certain riders can be
added to a life insurance policy and may help in the
event you become disabled and unable to work.

Comparison of Types of Cash Value Life
Insurance

Variable
Universal
Life

Universal
Life

Earnings grow tax deferred Yes Yes Yes Yes

: Within Within Within
Cash value may be withdrawn tax-free limits No limits limits
Policy loans allowed Yes Yes Yes Yes
Policy loan proceeds received tax-free
(Note: Special tax rules apply if policy Yes Yes Yes Yes
is later cancelled)
Flash value growth guaranteed by Yes No Yes No
insurance company

Optional benefit riders are available for an additional
fee and are subject to contractual terms, conditions
and limitations as outlined in the policy and may not
benefit all investors. Any payments used for covered
long-term care expenses would reduce (and are
limited to) the death benefit or annuity value and can
be much less than those of a typical long-term care
policy. As with most financial decisions, there are
expenses associated with the purchase of life
insurance. Policies commonly have mortality and
expense charges. The cost and availability of life
insurance depend on factors such as age, health, and
the type and amount of insurance purchased. Any
guarantees are subject to the financial strength and
claims-paying ability of the insurance issuer. The
investment return and principal value of the variable
investment options will fluctuate and are not
guaranteed. Loans and withdrawals from a permanent
life insurance policy will reduce the policy's cash value
and death benefit, could increase the chance that the
policy will lapse, and might result in a tax liability if the
policy terminates before the death of the insured.
Additional out-of-pocket payments may be needed if
actual dividends or investment returns decrease, if you
withdraw policy cash values, or if current charges
increase.
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SECURE 2.0 Act Expands Early Withdrawal Exceptions

Tax-advantaged retirement accounts such as 401(k)
plans and IRAs are intended to promote long-term
retirement savings and thus offer preferential tax
treatment in return for a commitment to keep savings
in the account until at least age 59%. Withdrawals
before that age may be subject to a 10% federal
income tax penalty on top of ordinary income tax.
However, there is a long list of exceptions to this
penalty, including several new ones added by the
SECURE 2.0 Act of 2022.

Before considering these exceptions, keep in mind that
the greatest penalty for early withdrawal from
retirement savings could be the loss of future earnings
on those savings (see chart). Even so, there are times
when tapping retirement savings might be necessary.

Some employer plans allow loans that may be a better
solution than an early withdrawal. If a loan or other
resources are not available, these exceptions could
help. They apply to both employer-sponsored plans
and IRAs unless otherwise indicated.

New Exceptions

The SECURE 2.0 Act added the following exceptions
to the 10% early withdrawal penalty. Withdrawals
covered by these exceptions can be repaid within
three years. If the repayment is made after the year of
the distribution, an amended return would have to be
filed to obtain a refund of any taxes paid.

* Disaster relief — up to $22,000 for expenses related
to a federally declared disaster; distributions can be
included in gross income equally over three years
(effective for disasters on or after January 26, 2021)

Terminal illness — defined as a condition that will
cause death within seven years as certified by a
physician (effective 2023)

Emergency expenses — one distribution of up to
$1,000 per calendar year for personal or family
emergency expenses; no further emergency
distributions allowed during three-year repayment
period unless funds are repaid or new contributions
are at least equal to the withdrawal (effective 2024)

Domestic abuse — the lesser of $10,000 (indexed for
inflation) or 50% of the account value for an account
holder who certifies that he or she has been the

victim of domestic abuse during the preceding
one-year period (effective 2024)

Exceptions Already in Place

These exceptions to the 10% early withdrawal penalty
were in effect prior to the SECURE 2.0 Act. They
cannot be repaid unless indicated.

» Death or permanent disability of the account owner

* A series of substantially equal periodic payments for
the life of the account holder or the joint lives of the
account holder and designated beneficiary

» Unreimbursed medical expenses that exceed 7.5%
of adjusted gross income

 Up to $5,000 for expenses related to the birth or
adoption of a child; can be repaid within three years

« Distributions taken by an account holder on active
military reserve duty; can be repaid up to two years
after end of active duty

» Distributions due to an IRS levy on the account

* (IRA only) Up to $10,000 lifetime for a first-time
homebuyer to buy, build, or improve a home

* (IRA only) Health insurance premiums if unemployed
* (IRA only) Qualified higher education expenses

Lost Opportunity

An early retirement plan withdrawal could end up costing
more than you might imagine, even without the 10%
penalty. Income taxes will reduce the present value of the
withdrawal, and you will lose the potential long-term growth
on the amount withdrawn.

Potential lost growth on a $10,000

withdrawal, assuming 6% annual return
$57,435

$32,071

$17,908
$10,000

Now 10 years 20 years 30 years

This hypothetical example is used for illustrative purposes only and does
not represent the performance of any specific investment. Fees and
expenses are not considered and would reduce the performance shown if
they were included. Rates of return will vary over time, particularly for
long-term investments. Actual results will vary.

Special Exceptions for Employer Accounts
The 10% penalty does not apply for distributions from
an employer plan to an employee who leaves a job
after age 55, or age 50 for qualified public safety
employees. SECURE 2.0 extended the exception to
public safety officers with at least 25 years of service
with the employer sponsoring the plan, regardless of
age, as well as to state and local corrections officers
and private-sector firefighters.

Retirement account withdrawals can have complex tax
consequences. Consult your tax professional before
taking specific action.
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Should You Organize Your Business as an LLC?

There's a certain amount of risk that comes with
owning a business. Accidents can happen no matter
how well a company is run, and a lawsuit could be
devastating if the business is found to be at fault.

A limited liability company (LLC) is a business
structure that offers many of the same legal
protections as a corporation. Establishing an LLC
creates a separate legal entity to help shield a
business owner's personal assets from lawsuits
brought against the firm by customers or employees.

In theory, the financial exposure of the owners
(members) would be limited to their stake in the
company, but exceptions may include any business
debt they personally guarantee or misdeeds (such as
fraud) they carry out. But just like a corporation, an
LLC can lose its limited liability if the owner does not
follow formalities that continue to exhibit the separate

existence of the business — which is known as "piercing

the veil."

Beyond liability protection, there are some additional
benefits associated with LLCs.

Tax efficiency. An LLC is a pass-through entity for tax
purposes, so a firm may pass any profits and losses to
the owners, who report them on their personal tax
returns. Members can elect whether the LLC should
be taxed as a sole proprietorship, a partnership, an S
corporation, or a C corporation, provided that it
gualifies for the particular tax treatment. For example,

about 71.5% of business partnerships are LLCs, as
are 8.8% of sole proprietorships.1

Credibility. Starting an LLC may help a new business
appear more professional than it would if it were
operated as a sole proprietorship or partnership.

Simplicity. In most states, an LLC is easier to form
than a corporation, and there may be fewer rules and
compliance requirements associated with operating an
LLC. The management structure is less formal, so a
board of directors and annual meetings are not usually
required.

Flexibility. Being registered as an LLC may facilitate
growth because it's possible to add an unlimited
number of owners and/or investors to the business,
and ownership stakes may be transferred easily from
one member to another. LLCs may also be owned by
another business.

The specific rules for forming an LLC vary by state, as
do some of the tax rules and benefits. A written
operating agreement that outlines the division of
ownership, labor, and profits is a common
requirement. It generally costs more to form and
maintain an LLC than it does to operate as a sole
proprietor or general partnership, but for many
businesses the benefits may outweigh the costs.

1) Internal Revenue Service, 2022 (most recent data from 2019)
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