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THE UNDERUTILIZED BENEFITS OF A HEALTH SAVINGS ACCOUNT 

Tax benefits and new contribution limits.
Healthcare can be one of the priciest yet essential parts of life’s journey. And yet, 
many struggle to utilize the financial tools that may help. Take Health Saving 
Accounts (HSAs), for example. 

In 2019, 55% of those with HSAs that did not record a distribution also did not 
receive either employee or employer contributions. This suggests that the lack 
of distributions are due to account holders becoming disengaged from their 
accounts, rather than not having access to this cost-saving financial tool.1 

And yet, for those looking to help manage the financial impact of healthcare, a 
Health Savings Account (HSA) may be just the ticket.

HSA Tax Benefits. A large draw for many are the tax benefits inherent to HSAs:
• Contributions through an employer are always pretax
• You can invest the funds after your account balance reaches a certain level
• Distributions for qualified health expenses aren’t taxable 

Additionally, unlike a Flexible Spending Account (FSA), which is funded with 
pretax dollars but must be used by a specific deadline, HSA contributions can 
remain in your account to be used for future medical bills at any time. In short, 
this means there is no “use it or lose it” penalty.2 

Keep in mind that if you spend your HSA funds for non-qualified expenses 
before age 65, you may be required to pay ordinary income tax as well as a 20% 
penalty. After age 65, you may be required to pay ordinary income taxes on HSA 
funds used for non-qualified expenses. HSA contributions are exempt from 
federal income tax; however, they are not exempt from state taxes in certain 
states.

HSA Contribution Limits for 2022. HSA contribution limits are adjusted annually 
for inflation. For 2022, the self-only contribution limit is $3,650 or $7,300 for 
families. This is a $50 increase for individuals and a $100 increase for families 
from 2021. The contribution limit refers to contributions from both employers 
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and employees (or family members).

These adjustments are rounded to the nearest $50 to account for inflation rates, which are determined using the 
Consumer Price Index for All Urban Consumers.3

How to use your HSA. The IRS or your HSA provider are great sources when getting started. For example, the IRS 
recently issued a reminder that at-home covid tests, face masks, and sanitizing wipes can all be purchased, or qualify for 
reimbursement, through an HSA. In addition, the IRS offers an interactive assessment tool that can take the guesswork 
out of what qualifies as an HSA-friendly expense.4
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ROLLER-COASTER WEEK IN WASHINGTON

Investors may find themselves with an uneasy feeling.

Debates over government debt, taxes, and infrastructure have captured the attention of the nation this week. All eyes 
are on Washington and Wall Street as these events play out, with potentially far-reaching consequences that seem to 
shift hour by hour.

Throughout September, the markets have reacted to legislative decisions that could raise taxes for some, as well as hotly 
contested measures to fund the government and raise the debt ceiling. Markets appear headed to some of their lowest 
monthly returns in over a year.1

While this sort of conflict makes for absorbing cable news, it can also leave investors with an uneasy feeling. The truth is 
that by working with a financial professional, you’ve already taken steps to create an overall financial strategy that can 
weather changing circumstances. In any long-term investment life cycle, there will be some roller-coaster political weeks. 

Your best move may be to stay connected and reach out if you’d like to chat. I’m monitoring these events closely, and I’m 
happy to discuss any concerns you may have in the coming days and weeks.
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RETURNS (AS OF 9/30/21)

ASSET CLASS INDEX 4 WEEK YTD 1 YEAR 3 YEAR
US Large Cap S&P 500 TR -4.76% 14.68% 28.09% 13.92%

US Large Cap Dow Jones TR -4.29% 10.58% 21.82% 8.55%

US Small Cap Russell 2000 TR -3.05% 11.62% 46.21% 9.12%

International MSCI EAFE NR USD -3.19% 6.23% 22.96% 4.95%

Taxable Bonds Barclays US Agg Bond TR -0.87% -1.55% -0.90% 5.36%

FALLOUT FROM THE CHINESE PROPERTY MARKET

This tumult is not the only area of concern in the Chinese economy.

There’s a famous saying about a hurricane starting from a butterfly flapping its wings on the other side of the world. 
That “butterfly effect” is certainly happening in terms of the Chinese property market’s influence on financial markets 
around the world.

For America, the concern contributed to the worst single day for the S&P 500 since May of this year. With building on a 
decline in China, the effect is felt in related industries in the U.S., such as construction equipment and investment firms.1

This tumult is not the only area of concern in the Chinese economy. Chinese President Xi Jinping is enacting policies 
throughout the year designed to give the government greater control over private enterprise. For many, this is seen as 
curbing decades of economic growth and a genuine game-changer for a world economy accustomed to a more permissive 
Chinese economy.2

Still, it’s important to remember that regulatory behavior around the world, no matter how strict, is one of the many factors 
considered by your trusted financial professional. In addition to regulatory risks, international markets have differences 
in financial reporting standards, currency exchange rates, political risk, and foreign taxes.

If you have questions or concerns about this situation, I welcome the opportunity to talk with you.
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FED RESCUES SEPTEMBER

Bond purchases may end entirely by the middle of 2022.

A funny thing happened in the investment markets the other day. September was living up to its reputation as a volatile 
month, but then the Federal Reserve came to the rescue. 
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The Fed concluded its Federal Open Market Committee meeting on Wednesday, September 22. It announced that it 
might start tapering its monthly bond purchases soon, perhaps as early as November, and could raise interest rates 
sometime next year.1

Before the Fed news, the Standard & Poor’s 500 index was down nearly 4% for the month.2

Fed Chair Jerome Powell said that bond purchases may end entirely by the middle of 2022. The support for hiking interest 
rates also increased, with half of the 18 Fed officials expecting interest rates to be higher by the close of next year, up from 
just seven who thought similarly in June.1

The markets embraced the update, and over the next three days, the S&P 500 rose 2.3%.2

The Fed also raised its inflation forecast from 3% to 3.7%, which caught some by surprise. The Fed news on inflation came 
at the same time several large companies warned about higher prices.1,3

Market volatility can test the mettle of even the most patient investor, so please remember we’re here when your 
patience gets tested.
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