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http:/financialconceptsmesquite.com/podcast/ What to do if you Lose your
Job Near Retirement
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WHAT TO DO...

Going through your budget with your financial services professional may also help you determine if
delaying your retirement by an additional year or two may be the smart play.

Ewvaluate yvour Savings
Mext, closely evaluate your savings. Hopefully, you've managed to build an emergency fund, which may
help you cover some of your necessary expenses while yvou look for work.

Again, look closely at vour expenses, if it takes you =ix months to find a new job, will you have enocugh
saved to get you through? Do you have enough to cover emergencies?

401k} Options

You may alzo want to speak to yvour financial services professional about whether you may benefit from
rolling yvour current 401{(k) accounts info an IRA. In certain circumziances, you may be able to roll your
401{k) into a traditional IRA without paying incomes taxes or you may be able to roll your contributions into
a Roth IRA, which may allow you to pay income taxes now, rather than in retirement.

Itz important fo note that these steps wouldn't be the right mowve for everyone, which is why a discussion
with your financial services professional in which all the potential pros and cons are weighed, is s0
important.

Social Security Flexibility
The next potential step iz working with your financial services professional to assess your varnous Social
Security benefit options.

Youw can begin claiming Social Security benefits at age 62, but you may find there are financial incentives
to wait o file when you're older.

For example, for those bom in 1960 or later, the full refirement age is 67, and if you wait until that age to
file, you'll receive 100% of your benefit. Filing at age 62 means you'll permanently receive less than youw
would have if you'd waited until your full retirement age to file.

Furthermore, if youw wait until after yvou fum 67 o file for Social Security benefits, your eventual benefit
payment will grow an additional 8% uniil yvou fum 70, at which time there may be less incentive to delay

filing.

Although you may be planning to wait until 2t least age 67 to begin daiming yvour Social Security benefit,
if you lose yvour job shorily before refirement and need income, filing earier for Social Security may be an
opiion for youw.

Consider talking through your options with a financial services professional before you make amy final
decizsions about Social Security.

Your Plan Matters

Finally, yvou should have a plan in place. That's why working with a financial services professional may
be =0 important. Mobody can predict the futwre, but at the same fime, you may be able to take measures
that help yvou manage what the future throws at youw.

A thorough financial strategy, that yvou diligently update as needed, may be able to provide a degree of
safety against the kind of financial upheaval a job loss brings with it.
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FIXED FOR LIFE: WHAT CAN AN ANNUITY DO FOR YOU?

With stock and bond markets both faltering over
the past year, it's easy to see why more near-
retirees have a newfound appreciation for fixed
annuities — insurance contracts that guarantee a
specified rate of retumn. A fixed annuity maintains
its value regardiess of market conditions, and
yields on these products have risen in response to
the higher interest-rate environment.

When you purchase a fixed annuity, you are
shifting the risk for future investment retums to
the insurance company. It's also a way to create a
pension-like income stream for retirement, starting
right away or when you are older.

Income for Now or Later

An immediate fixed annuity is usually purchasad
at the beginning of retirement, often with a lump-
sum premium. The fixed payments start within 12
months from the date the annuity is purchased and
coniinue for the duration of the contract.

With a deferred fixed annuity, you can make a
series of premium payments, and the income

is delayed until a future date of your choosing.
This type of annuity can be used to save for
retirement or to provide income in your later

years. The income payments reflect the value of
the premiums paid, the annuity's compounded
retumn, and the length of the payout period (or your
life expectancy). Thus, the longer you defer your
annuity, the higher the payout can be.

Unlike tax-advantaged workplace plans and IRAs,
annuities have no annual contribution limits, so
they present an opportunity to save as much as
you want on a tax-defermed basis. When annuities
are purchased with after-tax dollars, only the
eamings portion of withdrawals is taxable as
ordinary income. You can also invest in an annuity
through a qualified (tax-advantaged) retirement
plan. In this case, the gualified annuity is subject fo
the same tax rules as the qualified plan, so there
is no additional tax benefit. For both qualified and
nonqualified annuities, early withdrawals prior to
age 59% may be subject fo a 10%penalty.

Annuitization Options

Converting the funds in an annuity fo an income
stream is called annuifization. A deferred annuity
contract will specify the date at which you can
annuitize and begin to receive payments as
defined in the contract, but generally you are

not required to do so at that time. Although a
guaranteed income is often a sought-after feature
of annuities, many owners choose not to annuitize.

Before annuitization, you can withdraw some or all
of the annuity funds in a lump sum or a sernies of
distnbutions. However, surrender charges typically
apply if you withdraw more than a specified
amount before the end of the surrender period.

If you die before annuitizing, your heirs would
receive the funds accumulated in the annuity. After
you annuitize, you no longer control the funds, so
you cannot take lump-sum distributions.

Whether you purchase an immediate or defemead
fixed annuity, you'll have options for the income
stream you will receive during the annuitization
period. A straight, guaranteed lifetime income will
provide the highest monthly payments and help
protect against the risk of outliving your savings.
But payments will typically end when you die, with
no funds going to your heirs. A “period certain”
provides income for a fixed number of years and
will go to your heirs if you die before the end of the
period, but you risk running out of income if you
live beyond the perod. “Life with a period certain®
guarantees you a lifetime income along with a
period of time in which it can pass to your heirs,
but payments are generally lower.

The decision to annuitize — and the option you
choose if you decide to do s0 — will depend on
your financial situation, life expectancy, and risk
tolerance.

Annuities have confract limitations, fees, and
expenses, and ﬂiEerEnﬂ-tﬂ'ppmpﬂEfEfanhEﬂ‘
investor. Withdrawals reduce annuity benefits and
values. Any guarantees are confingent on the
financial sfrength and claims-paying ability of the
issuing insurance company. Invesfors showd be
aware that when they purchase a fixed annuity,
they may sacrifice the opportunity for higher
retumns that might be avaifable in the financial
markets, and that inflation could reduce the
future purchasing power of their annuity payouts.
Annuities are not guaranteed by the FDIC or any
other government agency. They are not deposits
of nor are they guaranteed or endorsed by, any
bank or 5avings association.
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