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DEBUNKING COMMON RETIREMENT ASSUMPTIONS 

Don’t fall for these misconceptions.

Financial generalizations are as old as time. Some have been around 
for decades, while others have only recently joined their ranks. 
Let’s examine a few.

Retirement means I can stop investing. In the past, retirement was viewed 
as an “end” in many ways. These days though, retirement is often seen as 
an opportunity to return to one’s passions or just another of life’s many 
chapters. That doesn't mean you should stop investing, however.

My taxes will be lower. That depends on your situation. Some may earn 
less in retirement, which could lower their tax bracket which may reduce 
overall taxes. On the other hand, some retirees may end up losing the tax 
breaks they enjoyed while working. For more insight into your tax situation 
in retirement, speak with a tax or financial professional. They can help you 
manage withdrawals from your qualified retirement accounts.1

I started saving too late, and now retirement is impossible. No matter how 
far behind you feel you are, don’t lose hope. Remember, you can make 
larger, catch-up contributions to your Individual Retirement Accounts 
(IRAs) after age 50. In fact, if you are 50 or older this year, you can put as 
much as $25,000 into a 401(k) plan.2 

Withdrawals from traditional IRAs and distributions from 401(k) plans are 
taxed as ordinary income and, if taken before age 59½, may be subject to 
a 10% federal income tax penalty. Generally, once you reach age 70½, you 
must begin taking required minimum distributions.

Medicare will take care of me. Unfortunately, Medicare doesn’t cover 
extended care, if that's the only care you need. Instead, extended care 
insurance is often the best choice when preparing for retirement.3
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I’ll live on less when I’m retired. Maybe. This one depends on how you approach retirement. In the later phase of 
retirement, people often choose to live on less. But for many, the first few years of retirement mean traveling and 
new adventures. In other words, taking a realistic look at where you would like to be in retirement makes all the 
difference when it comes to retirement costs.

At the end of the day, there is no “one-size-fits-all” retirement strategy. Every individual, couple, or family 
needs a strategy tailored to their situation, risk tolerance, and financial objectives. With proper preparation and 
the help of a trusted financial professional, there’s no reason you can’t create a strategy tailored to whatever 
life has in store. 

Citations: 

1 - money.usnews.com/money/retirement/iras/articles/2017-04-03/5-new-taxes-to-watch-out-for-in-retirement [4/3/18] 
2 - irs.gov/newsroom/401k-contribution-limit-increases-to-19500-for-2020-catch-up-limit-rises-to-6500#:~:text=The%20contribution%20limit%20for%20

employees,increased%20from%20%246%2C000%20to%20%246%2C500. [11/6/19] 

3 - medicare.gov/coverage/long-term-care [11/4/19] 

RETURNS (AS OF 12/31/19)

ASSET CLASS INDEX 4 WEEK YTD 1 YEAR 3 YEAR
US Large Cap S&P 500 TR 2.86% 28.88% 28.88% 13.00%

US Large Cap Dow Jones TR 1.74% 22.34% 22.34% 13.03%

US Small Cap Russell 2000 TR 2.71% 23.72% 23.72% 7.13%

International MSCI EAFE NR USD 3.16% 18.44% 18.44% 6.55%

Taxable Bonds Barclays US Agg Bond TR -0.07% 8.72% 8.72% 4.03%

2019 IRA DEADLINES ARE APPROACHING 

Here is what you need to know.

Financially, many of us associate April with taxes – but we should also associate April with important 
IRA deadlines. 

April 1, 2020 is the deadline to take your Required Minimum Distribution (RMD) from certain individual 
retirement accounts.

April 15, 2020 is the deadline for making annual contributions to a traditional IRA, Roth IRA, and certain other 
retirement accounts.1 

Keep in mind that withdrawals from traditional, SIMPLE, and SEP-IRAs are taxed as ordinary income, and if taken 
before age 59½, may be subject to a 10% federal income tax penalty. Generally, once you reach age 70½, you 
must begin taking required minimum distributions.

To qualify for the tax-free and penalty-free withdrawal of earnings, Roth IRA distributions must meet a five-year 
holding requirement and occur after age 59½. Tax-free and penalty-free withdrawals can also be taken under 
certain other circumstances, such as a result of the owner’s death. The original Roth IRA owner is not required to 
take minimum annual withdrawals.

The earlier you make your annual IRA contribution, the better. You can make a yearly IRA contribution any time 
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between January 1 of the current year and April 15 of the next year. So, the contribution window for 2019 started 
on January 1, 2019 and ends on April 15, 2020. Accordingly, you can make your IRA contribution for 2020 any time 
from January 1, 2020 to April 15, 2021.2

You may help manage your income tax bill if you are eligible to contribute to a traditional IRA. To get the full tax 
deduction for your 2019 traditional IRA contribution, you have to meet one or more of these financial conditions: 

• You aren’t eligible to participate in a workplace retirement plan.

• You are eligible to participate in a workplace retirement plan, but you are a single filer or head of household 
with Modified Adjusted Gross Income (MAGI) of $64,000 or less. (Or if you file jointly with your spouse, your 
combined MAGI is $103,000 or less.)3 

• You aren’t eligible to participate in a workplace retirement plan, but your spouse is eligible and your 
combined 2019 gross income is $193,000 or less.4  

If you are the original owner of a traditional IRA, you are no longer able to contribute to it starting in the year you 
turn 70½. If you are the original owner of a Roth IRA, you can contribute to it as long as you live, provided you 
have taxable compensation and MAGI below a certain level (see below).1,3  

If you are making a 2019 IRA contribution in early 2020, be aware of this fact. You must tell the investment 
company hosting the IRA account which year the contribution is for. If you fail to indicate the tax year that the 
contribution applies to, the custodian firm may make a default assumption that the contribution is for the current 
year (and note exactly that to the I.R.S.).4

So, write “2020 IRA contribution” or “2019 IRA contribution,” as applicable, in the memo area of your check, 
plainly and simply. Be sure to write your account number on the check. Should you make your contribution 
electronically, double-check that these details are communicated.

How much can you put into an IRA this year? You can contribute up to $6,000 to a Roth or traditional IRA for the 
2020 tax year; $7,000, if you will be 50 or older this year. (The same applies for the 2019 tax year). Should you make 
an IRA contribution exceeding these limits, you have until the following April 15 to correct the contribution with 
the help of an I.R.S. form. If you don’t, the amount of the excess contribution will be taxed at 6% each year the 
correction is avoided.1,4  

The maximum contribution to a Roth IRA may be reduced because of Modified Adjusted Gross Income phaseouts, 
which kick in as follows.

2019 Tax Year 4

Single/head of household: $122,000 - $137,000

Married filing jointly: $193,000 - $203,000

2020 Tax Year 5

Single/head of household: $124,000 - $139,000

Married filing jointly: $196,000 - $206,000

The I.R.S. has other rules for other income brackets. If your MAGI falls within the applicable phase-out range, 
 you may be eligible to make a partial contribution.3

A last-chance RMD deadline rolls around on April 1. If you turned 70½ in 2019, the I.R.S. has two ways for you to 
take your first RMD: you could a) take your first Required Minimum Distribution from your traditional IRA before 
December 31, 2019 or b) postpone it until as late as April 1, 2020.6 
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If you chose b), you will have to take two RMDs next year – one by April 1, 2020 and another by December 31, 
2020. For subsequent years, your annual RMD deadline will be December 31. The investment firm that is the custodian 
of hosting your IRA should have already notified you of this consequence as well as the RMD amount(s) – in fact, they 
have probably calculated the RMD(s) for you.6

Citations:

1 - irs.gov/retirement-plans/ira-year-end-reminders [11/08/2019]

2 - irs.gov/retirement-plans/traditional-and-roth-iras [12/04/2019]

3 - irs.gov/retirement-plans/plan-participant-employee/retirement-topics-ira-contribution-limits [12/04/2019]

4 - irs.gov/retirement-plans/amount-of-roth-ira-contributions-that-you-can-make-for-2019 [11/18/2019]

5 - irs.gov/retirement-plans/plan-participant-employee/amount-of-roth-ira-contributions-that-you-can-make-for-2020 [11/08/2019]

6 - irs.gov/retirement-plans/plan-participant-employee/retirement-topics-required-minimum-distributions-rmds [10/25/2019]

ESTABLISHING GOOD CREDIT IN COLLEGE 

After you get that first card, how can you manage your FICO score?

Good credit may open doors. It is vital to securing a loan, a business loan, or buying a home. When you establish 
and maintain good credit in college, you create a financial profile for yourself that can influence lenders, 
landlords, and potential employers.

Unfortunately, some college students do not have good credit. In fact, Credit Karma says that the average  
18-to-24-year-old has a credit score of 630. A FICO score of 730 or higher is considered good.1

What are the steps toward a good credit score? To start, you need to utilize credit. About 15% of your credit score 
is built on the length of your credit history, so the sooner you purchase goods and services with a credit card and 
pay off that debt, the sooner you create a record of credit use.1

Aim to reduce the balance to $0 every month. Does this sound like a challenge? It may not be if you just use a 
credit card to purchase everyday things. When you start splurging with a credit card, paying off the balance in full 
can become a problem.1

Pay your credit card bill on time. Roughly 35% of your credit history develops from your pattern of payments: how 
on time they are, how late they are. One approach to consider is scheduling automated payments from your bank 
account, schedule reminders, or just try to pay the bill as soon as it arrives.1

Refrain from applying for 2-3 credit cards at once. About 10% of your credit score reflects your history of credit 
inquiries, so if you suddenly apply for another 2-3 cards, you could hurt your score.1

Another potentially bad move is jumping from card issuer to card issuer – that is, getting a card, then closing that 
credit card account and opening a new one after a few months because you find another credit card with better 
perks. In doing this, you end up giving yourself a shorter credit history per credit card account.1

What if you have problems getting a traditional card? If you have no income, you might run into this – or, there 
might be other reasons that make it hard for you to qualify for one. If this is the case, consider going to the 
bank or credit union where you have a savings account and applying for a secured credit card. With these types 
of cards, you transfer some money into an account linked to the use of the card, and that amount represents 
your credit card limit. You can also ask to become an authorized user on a credit card held by one or both 
of your parents.1
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You can potentially help your credit score in other ways. Consistent bill paying is a plus for your credit history. If 
you do become an authorized user on a parent’s credit card and they use credit responsibility, just being linked 
to that account history could help your credit rating. If you are living off campus, you might end up co-signing 
a lease so make certain you understand you and your roommates’ financial obligations. Financially negligent 
ones could hurt your credit rating if, for example, you are sharing utilities costs. With financially trustworthy 
roommates, you may avoid that kind of credit score damage. Lastly, if you move while in college, be vigilant 
about having your bills forwarded to you, to avoid missing payments.1

Citations:

1 - thesimpledollar.com/how-to-build-good-credit-in-college/ [10/22/19]


