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ECURHAET

On December 20, 2019, the
Setting Every Community Up
for Retirement Enhancement
(SECURE) Act was signed,
which will impact retirement
and estate planning for years
to come. The changes have
far reaching effects on IRAs,
401(k)s and other employer-
sponsored retirement plans,
529 education savings plans,

and include adjustments to a

few income tax items that may

g oy

E Act changes became

immediately effective.



KEY HIGHLIGHTS

« (ontributions to Traditional IRA Are Permitted After Age 70 2
if Working

« Graduate Students and Home Healthcare Workers Can Make IRA
Contributions Based on Non-Taxable Income Earned

+ Required Minimum Distribution Age Increased to Age 72 for
Individuals Born July 1, 1949 or Later; QCDs Remain at Age 70 2

« Enhancements to Lifetime Income Alternatives in Retirement
Plans May Improve Retirement Readiness

+ Long-Term Part-Time Employees Will Soon Be Able to Participate
in 401(k) and other Workplace Retirement Plans

EXPANDING AND PRESERVING SAVINGS

« More people can contribute to IRAs. Reaching age 70
no longer means you have to stop contributing to an IRA
if you (or your spouse if you are married) are still working.
IRA contributions can continue as long as you have earned
income. In addition, graduate students with fellowship or
stipend income and home healthcare workers — including
foster parents — with “difficulty of care” payments can now
treat that income as compensation for making traditional
or Roth IRA contributions. Both of these new contribution
features can be used for 2020 tax year contributions
and beyond.

+ Required minimum distribution (RMD) beginning

date increased. In the past, you were generally required
to begin distributions from IRAs and employer-sponsored
retirement plans at age 70%2. Now, if you were born on or
after July 1, 1949, your required beginning date has been
increased from age 70% to age 72. However, if you were
born on or before June 30, 1949, you are still required to
start distributions at age 70% even if you delayed your
first distribution into 2020, and you must continue taking

RMDs even if you are not age 72. Note: The age for making

direct gifts to charities from your IRAs — known as qualified

Planning Tip

charitable distributions or QCDs - has not changed. It

is still after attainment of age 70" (six months past your
70th birthday). However, if you are making deductible
contributions after age 70%;, the tax-free amount of the
QCD must be adjusted by the amount of the deductible
contribution.

Savings in 401(k)s may be turned into lifetime income
to help prepare participants for better retirement
readiness outcomes. Although some additional guidance
will be coming, the SECURE Act removes some of the
barriers for plan sponsors to offer in-plan guaranteed
income solutions to participants. It expands existing safe
harbor provisions, lessening plan sponsor liability in the
selection of a provider for guaranteed income solutions
for a retirement plan. It also expands the portability of
guaranteed income products offered within a plan. Now,
if a plan terminates or decides to discontinue a guaranteed
income product within the plan, participants will be
eligible to distribute and roll over their lifetime income
product to an IRA or another qualified retirement plan.
Finally, benefit statements provided to participants of
defined contribution plans must (at least annually) show
their account balance in the form of a lifetime income
stream. It is anticipated that the Secretary of Labor will
develop model language and assumptions that plan
sponsors can utilize for compliance with this provision.

Certain long-term, part-time employees may participate
in 401(k) and other workplace retirement plans. It will be
a few years before part-time employees become eligible,
but in the future, if you work at least 500 hours a year for

at least three years, you will have the opportunity to save
for retirement at work. In the past, such employees would
have been excluded from participation.

As long as you (or your spouse, if married) are still working, contributions you make to your traditional IRAs will be either deductible or non-de-
ductible based on your tax filing status, coverage by an employer plan and modified AGI. This will provide an opportunity to continue saving even

while one spouse is retired.

However, because the tax-free value of a QCD will be eroded by deductible contributions to traditional IRAs after age 7072, make sure you consider
carefully the coordination of these two tax benefits. Because tax-free QCDs can be taken in amounts up to $100,000 per year, the impact of a
deductible $7,000 IRA contribution may be more limited. You can, of course, do both. It will just require tracking the total amount contributed
after age 707, so the proper adjustment to the QCD can be made.
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KEY HIGHLIGHTS
+ 529 Education Savings Plans Can Be Used Tax-Free for Registered

Apprenticeship Programs
+ Qualified Distributions Can Also Be Used for Repayment of Up to
$10,000 of Outstanding Student Loan Debt for the Student (or
Any Siblings) °

529 EDUCATION SAVINGS PLAN ENHANCEMENTS

+ Registered Apprenticeship Programs. A few years ago,
529 education savings plans were no longer exclusively -
considered “college” savings programs when they were E :
expanded to include tuition payments for K-12 education. e

They have now been expanded again, and tax-free

withdrawals can be used for registered apprenticeship
programs for students who may not pursue a typical (
college degree.

« Student Loan Debt. Fundsin 529 education savings plans
can also now be used to help repay outstanding student
loan debt. Up to $10,000 can be withdrawn tax-free to pay
down outstanding loans for the student (or for any of the
student’s siblings). TURAAL BOD 10NN

Planning Tip

Allowing the repayment of student loan debt has long been a
desired use of education savings plans and including the siblings of
the students — who may have already graduated and were unable
to use 529 savings for student loan debt in the past — is a great
added benefit.

Expansion of 529 plans continues to widen the gap between 529s
and Coverdell Education Savings Accounts (ESAs). If you have

existing Coverdell Education Savings Accounts, you may want to
consider rolling over your ESA into a 529 savings plan to expand
what those savings can be used for.

Keep in mind that your state may not recognize these new uses

as “qualified” distributions and that could have an impact on any
prior state income tax deduction you have claimed. Make sure

you consult with your tax advisor before taking advantage of these
new features.
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KEY HIGHLIGHTS

« Inherited IRA and 401(k) Distributions Will Be Limited to 10 Years
for Most Non-Spouse Beneficiaries

« Surviving Spouse Alternatives Remain the Same
RAISING TAX REVENUE BY LIMITING THE STRETCH IRA

Probably the most talked about change in the SECURE Act
was intended to raise tax revenue by limiting the number
of years beneficiaries have to distribute IRAs and retirement
accounts.

Most non-spouse beneficiaries must distribute over

10 years. Non-spouse beneficiaries that inherit retirement
accounts from individuals who die in 2020 or later years will
generally be limited to a 10-year payout of the retirement
account instead of being able to stretch out distributions
over their lifetimes. With the 10-year rule, there are no annual
RMDs, only a requirement to completely distribute the
account by the end of the 10th year.

Certain non-spouse beneficiaries are excluded and can
continue life expectancy distributions. They are:

1)Disabled or chronically ill individuals,

2)Anyone who is not more than 10 years younger than the
account owner, and

3)An account owner’s minor children — but only until they
reach the age of majority and then the 10-year rule applies.

Luckily, nothing has changed for a surviving spouse or

for beneficiaries that inherited a retirement account from
individuals who died in 2019 or prior years who are already
in a payout status. However, when the current beneficiary
dies, the successor beneficiary must distribute over 10 years,
regardless of their relationship to the current beneficiary.

Planning Tip

Schedule a beneficiary review with your Edwards financial advisor.

KEY HIGHLIGHTS

« Penalty-Free Withdrawals Are Available for Qualified Birth or
Adoption Expenses from IRAs and Retirement Plans

- Kiddie Tax Rate Reset to Pre-2018 Tax Rates

« Medical Expense Deduction Floor Kept at 7.5% of AGI Through the
End of 2020

OTHER INCOME TAX BENEFITS

« Penalty-Free Qualified Birth or Adoption Distributions.
Penalty-free withdrawals from IRAs and retirement plans
will be available for qualified birth or adoption expenses
in amounts up to $5,000. The withdrawal must be used
within one year and can be repaid (rolled over) into the
retirement plan without being subject to the typical 60-day
rollover window. Adopted children under the age of 18 or
disabled children of any age can qualify, but adopting the
children of your spouse does not qualify.

. “Kiddie Tax” Rate Relief. If you have children with
investment income subject to the kiddie tax, there's also
some good news. A few years ago, the higher trust tax
rates were required to calculate the tax owed. That has
now been repealed. The kiddie tax rate reverts back to
the higher of the child’s or parents’marginal tax rates for
unearned income in excess of two times the standard
deduction. Moreover, you can go back and amend the last
two year's returns to elect this treatment.

« Medical Expense Deduction Floor Retained. The medical
expense deduction floor was retained at 7.5% through the
end of 2020. If no additional action is taken, it will increase
to 10% in 2021.

Educating yourself on the changes is the first step to ensuring you are still
comfortable with the beneficiary designation you currently have in place.
Trust beneficiaries, in particular, will need attention and your tax and legal
advisors should be consulted.

Converting your traditional IRA to a Roth IRA can be a good strategy to reduce the tax burden for heirs, as distributions from Roth accounts are

generally tax-free. Keep in mind, taxes must be paid in the year of conversion.

An alternative legacy planning strategy to a Roth conversion would be to begin taxable traditional IRA distributions to purchase life insurance.
Life insurance policies offer a leveraged, income tax-free death benefit to heirs. Life insurance requires medical underwriting to qualify, so the better
the health, the better the value of the death benefit in relation to the premium paid.

Charitable beneficiaries of retirement accounts may once again come into favor. With a 10-year limit on most withdrawals, taxes a beneficiary pays on
an inherited IRA and 401(k) may hit during the beneficiary’s peak earning years. As an alternative to leaving retirement accounts to family and other
assets to charity, you may want to consider the opposite approach.
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Market Summary (As of March 1,2020) e————

) Trailing 3-Year 5-Year Securities Research
12 months Annualized Annualized o ) ) )
The economic impacts from the coronavirus contagion will
DJIA -10.55% 0.44% 9.42% 9.63% .
continue to be revealed over the next several months. Market
Nasdagq -4.51% 13.74% 13.72% 11.54% o o ‘ '
volatility is likely to remain high as companies announce their
Russell 2000  -11.36% -4.92% 3.52% 5.12% o o
fiscal sensitivity to the outbreak and as press coverage is likely
S&P 500 -8.27% 8.19% 9.87% 9.23% ' ‘ o ‘ '
to be intense. Even if the virus is contained and declines over

Sources: Benjamin F. Edwards & Co. and Bloomberg

the near to intermediate term, impacts could continue to be
felt. From a global perspective, for example, one source lowered

U.S. Stock _ _

Performance of S&P 500 its GDP growth forecast for full year 2020 to 3.1% from the prior

Index Total Returns for periods ended February 29, 2020 estimate of 3.3%. With the 2019 earnings reporting season
Sector Weightings YD Trailing 5-Year wrapping up, S&P Capital IQ estimates fourth-quarter earnings

12 months Annualized rose by about 1.6%, far better than the initial estimate of a 2.1%

Info. Technology | 24.2% -3.61% 26.70% 18.38% decline. At the end of 2019, Standard & Poors was estimating
Health Care 13.8% -9.20% 3.42% 7.03% 2019 S&P 500 EPS growth of just 0.4%, but now expects about
Financials 12.6% -13.48% 2.55% 8.31% a 1.4% rise. It remains to be seen how companies and market
Comm Services 10.5% -5.48% 12.72% 5.59% prognosticators dial back first-quarter and full-year 2020
Cons Discretionary | 9.8% -6.97% 7.07% 10.35% estimates due to potential impacts from the coronavirus. The
Industrials 9.0% -9.73% -1.50% 6.88% hard-hit Asian region has scaled back manufacturing activity,
Cons Staples 1.2% -1.71% 9.37% 4.68% potentially impacting the supply chain. A recent reading of
Energy 3.9% -24.01% 9.93% -6.92% purchasing managers indicated a slowdown for both the
Utilities 3.5% -3.89% 12.73% 10.36% manufacturing and services sectors to their lowest levels in more
Real Estate 3.0% -5.01% 9.40% 6.92% than six years.
Materials 2.5% -14.05% -1.72% 2.67%

Recessionary fears are likely to move to the forefront as investors
Ranked by highest to lowest index weightings

Weightings may not equal 100 due to rounding
Source: S&P° such as the global and domestic economy and how the Federal

become more anxious about the market volatility and unknowns

Reserve may respond should estimates for 2020 U.S. Gross

U.S. Treasury Yields Domestic Product begin to be lowered. Economists currently

Two-year 0.90% fear that some world economies are teetering on recession
Five-year 0.94% including Japan, Germany and several in Asia. The Fed will want
10-year 116% to ensure that jobs growth is not interrupted, that the overall U.S.
30-year - unemployment rate stays low and that inflation remains under

control. Concerns abound about the pressure being placed on

Sources: Bloomberg (asof December 2,2019) the 10-year US. Treasury Bond yield and an overall flight to assets

perceived as more of a safe-haven including gold.
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Fixed Income Yield Curves
As of December 1,2019
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Fixed Income

- The US Treasury yields have reached all-time lows in the

widespread market reaction due to the expected economic
slowdown caused by Covid-19 fears. The classically defined “risk
free rate”as the 10-year Treasury is known had a previous intraday
low of 1.325% in July 2016 (Brexit Day) that was taken out on
March 3 when rates hit 0.90, or 90 basis points. The Federal
Reserve executed an intra-meeting 50 bps rate cut to ensure the
economy has available funding and credit in the event economic

numbers do slow in the coming months and quarters.

- The Municipal bond market has also seen a slight steepening of

the yield curve. That adjustment is tied to the Treasury move that
we have seen on the long end of the curve market with the 10-
year, 20-year and 30-year tenors of the Municipal market moving

up 30-35 basis points over the quarter.

- The municipal market has followed suit with a significant

price rally, which inherently means lower yields. Any of the
maturities in the first 10 years of the municipal bond curve are
ata minimum of 41 bps tighter (lower yield) and in the 10-year
range, they are 54 bps tighter. The 30-year maturity move was
equivalent, with yields dropping from 2.06% to 1.52%, or 54 bps
lower.
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Important Disclosures
Past performance is not a guarantee of future results.

The information provided is based on internal and external sources that are considered reliable; however,
the accuracy of this information is not guaranteed. This piece is intended to provide accurate information regarding the subject
matter discussed. It is made available with the understanding that Benjamin F. Edwards & Co. is not engaged in rendering legal, accounting or
tax preparation services. Specific questions on taxes or legal matters as they relate to your individual situation should be directed to your tax or legal professional.

Diversification does not guarantee a profit or protect against loss.

Investing in securities entails certain risks, including the potential loss of all or a portion of the proceeds invested. Individuals should
consider their specific financial needs, investment objectives and risk tolerance before making an investment.

Equity investments refer to buying stocks of U.S. companies as well as companies outside of the U.S. The market capitalization of U.S. companies is used to group large, medium (mid) and small companies.
The investment return to the owner of stock (shareholder) is in the form of dividends and/or capital appreciation. Shareholders share in both the upside potential and the downside risk. Dividends are not guaranteed and are
subject to change or elimination.

Mutual funds and ETFs are sold by prospectus. Investors should carefully consider investment objectives, risks, charges and expenses.
This and other important information is contained in the fund prospectuses and summary prospectuses, which can be obtained from your
financial advisor and should be read carefully before investing.

There are special risks associated with an investment in real estate, including credit risk, interest rate fluctuations and the
impact of varied economic conditions. Distributions from REIT investments are taxed at the owner’s tax bracket.

An investment in a 529 plan will fluctuate such that an investor’s shares, when redeemed, may be worth more or less than the original investment.
Investors should carefully consider a 529 plan’s investment objectives, risks, charges and expenses before investing. This and other important information
can be found in the 529 plan issuer’s official statement, which should be read carefully before investing.

The return of principal for bond funds and funds with significant underlying bond holdings is not guaranteed. Fund shares are subject
to the same interest rate, inflation and credit risks associated with the underlying bond holdings. Lower rated bonds are subject to greater fluctuations
in value and risk of loss of income and principal than higher rated bonds.

Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can result in the decline of the value in your investment.

Anindex is not managed and is unavailable for direct investment. The Dow Jones Industrial Average (DJIA) is an index that shows how 30 large, publicly owned companies based in the United States have traded during a
standard trading session in the stock market. The Nasdag Composite Index measures over 5,000 NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market. The Russell 2000 is a stock-market index
measuring the performance of 2000 small-capitalization stocks. The S&P 500 Index covers 500 industrial, utility, transportation and financial companies in the U.S. markets. S&P®,

Standard & Poor’s® and S&P 500° are registered trademarks of the Standard & Poor’s Financial Services LLC.
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