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Baby Boomers Buying More Online
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The coronavirus pandemic has forced consumers to change many habits, including how they shop. This is
particularly true for baby boomers (ages 56 to 74). Nearly half (45%) said they shop online more, with some
product categories seeing a large shift in online purchases.

Source: National Retail Federation, 2020
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Year-End 2020 Tax Tips
Here are some things to consider as you weigh
potential tax moves before the end of the year.

Defer income to next year
Consider opportunities to defer income to 2021,
particularly if you think you may be in a lower tax
bracket then. For example, you may be able to defer a
year-end bonus or delay the collection of business
debts, rents, and payments for services in order to
postpone payment of tax on the income until next year.

Accelerate deductions
Look for opportunities to accelerate deductions into the
current tax year. If you itemize deductions, making
payments for deductible expenses such as medical
expenses, qualifying interest, and state taxes before
the end of the year (instead of paying them in early
2021) could make a difference on your 2020 return.

Make deductible charitable contributions
If you itemize deductions on your federal income tax
return, you can generally deduct charitable
contributions, but the deduction is limited to 60%, 30%,
or 20% of your adjusted gross income (AGI),
depending on the type of property that you give and
the type of organization to which you contribute.
(Excess amounts can be carried over for up to five
years.) For 2020 charitable gifts, the normal rules have
been enhanced: The limit is increased to 100% of AGI
for direct cash gifts to public charities. And even if you
don't itemize deductions, you can receive a $300
charitable deduction for direct cash gifts to public
charities (in addition to the standard deduction).

Bump up withholding
If it looks as though you're going to owe federal
income tax for the year, consider increasing your
withholding on Form W-4 for the remainder of the year
to cover the shortfall. The biggest advantage in doing
so is that withholding is considered as having been
paid evenly throughout the year instead of when the
dollars are actually taken from your paycheck.

More to Consider
Here are some other things you may want to consider as part of your year-end tax review.

Maximize retirement savings
Deductible contributions to a traditional IRA and
pre-tax contributions to an employer-sponsored
retirement plan such as a 401(k) can reduce your 2020
taxable income. If you haven't already contributed up
to the maximum amount allowed, consider doing so.
For 2020, you can contribute up to $19,500 to a 401(k)
plan ($26,000 if you're age 50 or older) and up to
$6,000 to traditional and Roth* IRAs combined ($7,000
if you're age 50 or older). The window to make 2020
contributions to an employer plan generally closes at
the end of the year, while you have until April 15,
2021, to make 2020 IRA contributions. (*Roth
contributions are not deductible, but Roth qualified
distributions are not taxable.)

Avoid RMDs in 2020
Normally, once you reach age 70½ (age 72 if you
reach age 70½ after 2019), you generally must start
taking required minimum distributions (RMDs) from
traditional IRAs and employer-sponsored retirement
plans. Distributions are also generally required to
beneficiaries after the death of the IRA owner or plan
participant. However, recent legislation has waived
RMDs from IRAs and most employer retirement plans
for 2020 and you don't have to take such distributions.
If you have already taken a distribution for 2020 that is
not required, you may be able to roll it over to an
eligible retirement plan.

Weigh year-end investment moves
Though you shouldn't let tax considerations drive your
investment decisions, it's worth considering the tax
implications of any year-end investment moves. For
example, if you have realized net capital gains from
selling securities at a profit, you might avoid being
taxed on some or all of those gains by selling losing
positions. Any losses above the amount of your gains
can be used to offset up to $3,000 of ordinary income
($1,500 if your filing status is married filing separately)
or carried forward to reduce your taxes in future years.
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Is Now a Good Time to Consider a Roth Conversion?
This year has been challenging on many fronts, but
one financial opportunity may have emerged from the
economic turbulence. If you've been thinking about
converting your traditional IRA to a Roth, now might be
an appropriate time to do so.

Conversion Basics
Roth IRAs offer tax-free income in retirement.
Contributions to a Roth IRA are not tax-deductible, but
qualified withdrawals, including any earnings, are free
of federal income tax. Such withdrawals may also be
free of any state income tax that would apply to
retirement plan distributions.

Generally, a Roth distribution is considered "qualified"
if it meets a five-year holding requirement and you are
age 59½ or older, become permanently disabled, or
die (other exceptions may apply).

Regardless of your filing status or how much you earn,
you can convert assets in a traditional IRA to a Roth
IRA. Though annual IRA contribution limits are
relatively low ($6,000 to all IRAs combined in 2020, or
$7,000 if you are age 50 or older), there is no limit to
the amount you can convert or the number of
conversions you can make during a calendar year. An
inherited traditional IRA cannot be converted to a
Roth, but a spouse beneficiary who treats an inherited
IRA as his or her own can convert the assets.

Converted assets are subject to federal income tax in
the year of conversion and may also be subject to
state taxes. This could result in a substantial tax bill,
depending on the value of your account, and could
move you into a higher tax bracket. However, if all
conditions are met, the Roth account will incur no
further income tax liability and you won't be subject to
required minimum distributions. (Designated
beneficiaries are required to take withdrawals based
on certain rules and time frames, depending on their
age and relationship to the original account holder, but
such withdrawals would be free of federal tax.)

Why Now?
Comparatively low income tax rates combined with the
impact of the economic downturn might make this an
appropriate time to consider a Roth conversion.

The lower income tax rates passed in 2017 are
scheduled to expire at year-end 2025; however, some
industry observers have noted that taxes may rise
even sooner due to rising deficits exacerbated by the
pandemic relief measures.

Moreover, if the value of your IRA remains below its
pre-pandemic value, the tax obligation on your
conversion will be lower than if you had converted
prior to the downturn. If your income is lower in 2020
due to the economic challenges, your tax rate could be
lower as well.

Any or all of these factors may make it worth
considering a Roth conversion, provided you have the
funds available to cover the tax obligation.

As long as your traditional and Roth IRAs are with the
same provider, you can typically transfer shares from
one account to the other. When share prices are
lower, as they may be in the current market
environment, you could theoretically convert more
shares for each dollar and would have more shares in
your Roth account to pursue tax-free growth. Of
course, there is also a risk that the converted assets
will go down in value.

Using Conversions to Make "Annual
Contributions"
Finally, if you are not eligible to contribute to a Roth
IRA because your modified adjusted gross income
(MAGI) is too high (see table), a Roth conversion may
offer a workaround. You can make nondeductible
contributions to a traditional IRA and then convert
traditional IRA assets to a Roth. This is often called a
"back-door" Roth IRA.

As this history-making year approaches its end, this is
a good time to think about last-minute moves that
might benefit your financial and tax situation. A Roth
conversion could be an appropriate strategy.

All investing involves risk, including the possible loss
of principal, and there is no guarantee that any
investment strategy will be successful.
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Medicare Open Enrollment: It's Time to Review Your Coverage

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2020
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During the Medicare Open Enrollment Period that runs
from October 15 through December 7, you can make
changes to your Medicare coverage that will be
effective on January 1, 2021. If you're satisfied with
your current coverage, you don't need to make
changes, but it's a good idea to review your options.

During Open Enrollment, you can:

• Change from Original Medicare (Part A hospital
insurance and Part B medical insurance) to a
Medicare Advantage plan (Part C), or vice versa

• Switch from one Medicare Advantage plan to another
Medicare Advantage plan

• Join a Medicare Prescription Drug Plan (Part D),
switch from one Medicare Prescription Drug plan to
another, or drop prescription drug coverage

Medicare Advantage plans are offered by private
companies approved by Medicare. They cover all
Original Medicare services, and often include Part D
coverage and extra benefits.

Review any information you receive from your current
Medicare plan. For example, in the fall, your plan will
send you an Annual Notice of Change that lists
changes to your plan's coverage, costs, or service
area that will take effect in January. You will also
receive a comprehensive Evidence of Coverage
document that includes detailed information on the
plan's benefits, how the plan works, and your rights
and responsibilities.

The official government handbook, Medicare & You,
which is available electronically or through the mail,
also contains information about Medicare that may
help you determine whether your current coverage is
appropriate.

As you review your coverage, here are a few points to
consider:

• What were your health-care costs during the past
year, and what did you spend the most on?

• What services do you need and which health-care
providers and pharmacies do you visit?

• How does the cost of your current coverage compare
to other options? Consider premiums, deductibles,
and other out-of-pocket costs such as copayments or
coinsurance; are any of these costs changing?

If you're interested in a Medicare Advantage plan or a
Medicare Prescription Drug plan, you can use the
Medicare Plan Finder at medicare.gov to see which
plans are available in your area and check their overall
quality rating. To get personalized information, you can
log in or create an account (if you have a Medicare
Number) to compare your plan to others, and see
prescription drug costs.

If you have questions about Medicare, call
1-800-MEDICARE or visit the Medicare website. Your
State Health Insurance Assistance Program can also
help you sort through your options.
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