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Social Security is an important
source of retirement income for
millions of Americans, but how
much do you know about this
program? Test your knowledge,
and learn more about your

retirement benefits, by answering the following
questions.

Questions
1. Do you have to be retired to collect Social
Security retirement benefits?

a. Yes

b. No

2. How much is the average monthly Social
Security benefit for a retired worker?

a. $1,360

b. $1,493

c. $1,585

d. $1,723

3. For each year you wait past your full
retirement age to collect Social Security,
how much will your retirement benefit
increase?

a. 5%

b. 6%

c. 7%

d. 8%

4. How far in advance should you apply for
Social Security retirement benefits?

a. One month before you want your benefits to
start.

b. Two months before you want your benefits to
start.

c. Three months before you want your benefits
to start.

5. Is it possible for your retirement benefit to
increase once you start receiving Social
Security?

a. Yes

b. No

Answers
1. b. You don't need to stop working in order to
claim Social Security retirement benefits.
However, if you plan to continue working and
you have not yet reached full retirement age
(66 to 67, depending on your year of birth), your
Social Security retirement benefit may be
reduced if you earn more than a certain annual
amount. In 2017, $1 in benefits will be deducted
for every $2 you earn above $16,920. In the
calendar year in which you reach your full
retirement age, a higher limit applies. In 2017,
$1 in benefits will be deducted for every $3 you
earn above $44,880. Once you reach full
retirement age, your earnings will not affect
your Social Security benefit.

2. a. Your benefit will depend on your earnings
history and other factors, but according to the
Social Security Administration, the average
estimated monthly Social Security benefit for a
retired worker (as of January 2017) is $1,360.1

3. d. Starting at full retirement age, you will
earn delayed retirement credits that will
increase your benefit by 8% per year up to age
70. For example, if your full retirement age is
66, you can earn credits for a maximum of four
years. At age 70, your benefit will then be 32%
higher than it would have been at full retirement
age.

4. c. According to the Social Security
Administration, you should ideally apply three
months before you want your benefits to start.
You can generally apply online.

5. a. There are several reasons why your
benefit might increase after you begin receiving
it. First, you'll generally receive annual
cost-of-living adjustments (COLAs). Second,
your benefit is recalculated every year to
account for new earnings, so it might increase if
you continue working. Your benefit might also
be adjusted if you qualify for a higher spousal
benefit once your spouse files for Social
Security.

For more information, visit the Social Security
Administration website, ssa.gov.
1 Social Security Fact Sheet, 2017 Social
Security Changes
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Key Retirement and Tax Numbers for 2017
Every year, the Internal Revenue Service
announces cost-of-living adjustments that affect
contribution limits for retirement plans,
thresholds for deductions and credits, and
standard deduction and personal exemption
amounts. Here are a few of the key
adjustments for 2017.

Retirement plans
• Employees who participate in 401(k), 403(b),

and most 457 plans can defer up to $18,000
in compensation in 2017 (the same as in
2016); employees age 50 and older can defer
up to an additional $6,000 in 2017 (the same
as in 2016).

• Employees participating in a SIMPLE
retirement plan can defer up to $12,500 in
2017 (the same as in 2016), and employees
age 50 and older will be able to defer up to an
additional $3,000 in 2017 (the same as in
2016).

IRAs
The limit on annual contributions to an IRA
remains unchanged at $5,500 in 2017, with
individuals age 50 and older able to contribute
an additional $1,000. For individuals who are
covered by a workplace retirement plan, the
deduction for contributions to a traditional IRA
is phased out for the following modified
adjusted gross income (AGI) ranges:

2016 2017

Single/head
of household
(HOH)

$61,000 -
$71,000

$62,000 -
$72,000

Married filing
jointly (MFJ)

$98,000 -
$118,000

$99,000 -
$119,000

Married filing
separately
(MFS)

$0 - $10,000 $0 - $10,000

Note: The 2017 phaseout range is $186,000 -
$196,000 (up from $184,000 - $194,000 in
2016) when the individual making the IRA
contribution is not covered by a workplace
retirement plan but is filing jointly with a spouse
who is covered.

The modified AGI phaseout ranges for
individuals making contributions to a Roth IRA
are:

2016 2017

Single/HOH $117,000 -
$132,000

$118,000 -
$133,000

MFJ $184,000 -
$194,000

$186,000 -
$196,000

MFS $0 - $10,000 $0 - $10,000

Estate and gift tax
• The annual gift tax exclusion remains at

$14,000.
• The gift and estate tax basic exclusion

amount for 2017 is $5,490,000, up from
$5,450,000 in 2016.

Personal exemption
The personal exemption amount remains at
$4,050. For 2017, personal exemptions begin
to phase out once AGI exceeds $261,500
(single), $287,650 (HOH), $313,800 (MFJ), or
$156,900 (MFS).

Note: These same AGI thresholds apply in
determining if itemized deductions may be
limited. The corresponding 2016 threshold
amounts were $259,400 (single), $285,350
(HOH), $311,300 (MFJ), and $155,650 (MFS).

Standard deduction
These amounts have been adjusted as follows:

2016 2017

Single $6,300 $6,350

HOH $9,300 $9,350

MFJ $12,600 $12,700

MFS $6,300 $6,350

Note: The 2016 and 2017 additional standard
deduction amount (age 65 or older, or blind) is
$1,550 for single/HOH or $1,250 for all other
filing statuses. Special rules apply if you can be
claimed as a dependent by another taxpayer.

Alternative minimum tax (AMT)
AMT amounts have been adjusted as follows:

2016 2017

Maximum AMT exemption amount

Single/HOH $53,900 $54,300

MFJ $83,800 $84,500

MFS $41,900 $42,250

Exemption phaseout threshold

Single/HOH $119,700 $120,700

MFJ $159,700 $160,900

MFS $79,850 $80,450

26% on AMTI* up to this amount, 28% on
AMTI above this amount

MFS $93,150 $93,900

All others $186,300 $187,800

*Alternative minimum taxable income
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Why Diversification Matters
When investing, particularly for long-term goals,
there is one concept you will likely hear about
over and over again — diversification. Why is
diversification so important? The simple reason
is that it helps ensure that your risk of loss is
spread among a number of different
investments. The theory is that if some of the
investments in your portfolio decline in value,
others may rise or hold steady, helping to offset
the losses.

Diversifying within asset classes
For example, say you wanted to invest in
stocks. Rather than investing in just domestic
stocks, you could diversify your portfolio by
investing in foreign stocks as well. Or you could
choose to include the stocks of different size
companies (small-cap, mid-cap, and/or
large-cap stocks).

If your primary objective is to invest in bonds for
income, you could choose both government
and corporate bonds to potentially take
advantage of their different risk/return profiles.
You might also choose bonds of different
maturities, because long-term bonds tend to
react more dramatically to changes in interest
rates than short-term bonds. As interest rates
rise, bond prices typically fall.

Investing in mutual funds
Because mutual funds invest in a mix of
securities chosen by a fund manager to pursue
the fund's stated objective, they can offer a
certain level of "built-in" diversification. For this
reason, mutual funds may be an appropriate
choice for novice investors or those wishing to
take more of a hands-off approach to their
portfolios. Including a variety of mutual funds
with different objectives and securities in your
portfolio will help diversify your holdings that
much more.

Mutual funds are sold by prospectus. Please
consider the investment objectives, risks,
charges, and expenses carefully before
investing. The prospectus, which contains this
and other information about the investment
company, can be obtained from your financial
professional. Be sure to read the prospectus
carefully before deciding whether to invest.

Diversifying among asset classes
You might also consider including a mix of
different types of asset classes — stocks, bonds,
and cash — in your portfolio. Asset allocation is a
strategic approach to diversifying your portfolio.
After carefully considering your investment
goals, time horizon, and risk tolerance, you
would then invest different percentages of your
portfolio in targeted asset classes to pursue
your goal.

Winning asset classes over time
The following table, which shows how many
times during the past 30 years each asset class
has come out on top in terms of performance,
helps illustrate why diversifying among asset
classes can be important.

Number of winning years,
1987-2016

Cash 3

Bonds 5

Stocks 10

Foreign
stocks

12

Performance is from December 31, 1986, to
December 31, 2016. Cash is represented by
Citigroup 3-month Treasury Bill Index. Bonds are
represented by the Citigroup Corporate Bond Index,
an unmanaged index. Stocks are represented by the
S&P 500 Composite Price Index, an unmanaged
index. Foreign stocks are represented by the MSCI
EAFE Price Index, an unmanaged index. Investors
cannot invest directly in any index. However, these
indexes are accurate reflections of the performance
of the individual asset classes shown. Returns reflect
past performance and should not be considered
indicative of future results. The returns do not reflect
taxes, fees, brokerage commissions, or other
expenses typically associated with investing.

The principal value of cash alternatives may fluctuate
with market conditions. Cash alternatives are subject
to liquidity and credit risks. It is possible to lose
money with this type of investment.

The return and principal value of stocks may fluctuate
with market conditions. Shares, when sold, may be
worth more or less than their original cost.

U.S. Treasury securities are guaranteed by the
federal government as to the timely payment of
principal and interest, whereas corporate bonds are
not. The principal value of bonds may fluctuate with
market conditions. Bonds are subject to inflation,
interest rate, and credit risks. Bonds redeemed prior
to maturity may be worth more or less than their
original cost.

The risks associated with investing on a worldwide
basis include differences in financial reporting,
currency exchange risk, as well as economic and
political risk unique to the specific country.

Investments offering the potential for higher rates of
return also involve higher risk.

Diversification and asset
allocation are methods used
to help manage investment
risk; they do not guarantee
a profit or protect against
investment loss.
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What happens to my property if I die without a will?
If you die without a will, your
property will generally pass
according to state law (under
the rules for intestate
succession). When this

happens, the state essentially makes a will for
you. State laws specify how your property will
pass, typically in certain proportions to various
persons related to you. The specifics, however,
vary from state to state.

Most state laws favor spouses and children
first. For example, a typical state law might
specify that your property pass one-half or
one-third to your surviving spouse, with the
remainder passing equally to all your children. If
you don't have children, in many states your
spouse might inherit all of your property; in
other states, your spouse might have to share
the property with your brothers and sisters or
parents.

But not all property is transferred by will or
intestate succession. Regardless of whether
you have a will, some property passes
automatically to a joint owner or to a designated
beneficiary. For example, you can transfer
property such as IRAs, retirement plan benefits,

and life insurance by naming a beneficiary.
Property that you own jointly with right of
survivorship will pass automatically to the
surviving owners at your death. Property held in
trust will pass to your beneficiaries according to
the terms you set out in the trust.

Only property that is not transferred by
beneficiary designation, joint ownership, will, or
trust passes according to intestate succession.
You should generally use beneficiary
designations, joint ownership, wills, and trusts
to control the disposition of your property so
that you, rather than the state, determine who
receives the benefit of your property.

Even if it seems that all your property will be
transferred by beneficiary designation, joint
ownership, or trust, you should still generally
have a will. You can designate in the will who
will receive any property that slips through the
cracks.

And, of course, you can do other things in a will
as well, such as name the executor of your
estate to carry out your wishes as specified in
the will, or name a guardian for your minor
children.

Are you ready to retire?
Here are some questions to
ask yourself when deciding
whether or not you are ready
to retire.

Is your nest egg adequate?

It may be obvious, but the earlier you retire, the
less time you'll have to save, and the more
years you'll be living off your retirement
savings. The average American can expect to
live past age 78.* With future medical advances
likely, it's not unreasonable to assume that life
expectancy will continue to increase. Is your
nest egg large enough to fund 20 or more years
of retirement?

When will you begin receiving Social
Security benefits?

You can receive Social Security retirement
benefits as early as age 62. However, your
benefit may be 25% to 30% less than if you
waited until full retirement age (66 to 67,
depending on the year you were born).

How will retirement affect your IRAs and
employer retirement plans?

The longer you delay retirement, the longer you
can build up tax-deferred funds in traditional
IRAs and potentially tax-free funds in Roth

IRAs. Remember that you need taxable
compensation to contribute to an IRA.

You'll also have a longer period of time to
contribute to employer-sponsored plans like
401(k)s — and to receive any employer match or
other contributions. (If you retire early, you may
forfeit any employer contributions in which
you're not fully vested.)

Will you need health insurance?

Keep in mind that Medicare generally doesn't
start until you're 65. Does your employer
provide post-retirement medical benefits? Are
you eligible for the coverage if you retire early?
If not, you may have to look into COBRA or an
individual policy from a private insurer or the
health insurance marketplace — which could be
an expensive proposition.

Is phasing into retirement right for you?

Retirement need not be an all-or-nothing affair.
If you're not quite ready, financially or
psychologically, for full retirement, consider
downshifting from full-time to part-time
employment. This will allow you to retain a
source of income and remain active and
productive.
* NCHS Data Brief, Number 267, December 2016
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