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CONTACT US
Reader Feedback may be edited  
for clarity and space, and initials 
will be used on request only if  
you include your name. Send  
to Kiplinger’s Personal Finance,  
1100 13th St., N.W., Suite 1000, 
Washington, DC 20005, or e-mail 
to feedback@kiplinger.com. Please 
include your name, address and 
daytime telephone number.

Lowdown on I Bonds

amount not distributed  
as required. Morningstar 
should consider the tax im-
plications for a lower with-
drawal rate.

RANDAL PITMAN
MONTEZUMA, IOWA

 Fast fixes. As I read “Fast 
Financial Fixes” (Oct.),  
an additional task came  
to mind for “Create a DIY 
Will.” I would suggest that 
for non-retirement accounts 
you add the designation 
TOD (Transfer on Death) 
for brokerage accounts or 
POD (Payable on Death)  

Phoning when abroad. For the 
item on international roam-
ing and data charges (“How 
to Whack Pesky Fees,” Oct.), 
you overlooked a valuable 
app for international roam-
ing. Our granddaughter put 
us on to WhatsApp when 
she was headed to Italy last 
summer for an eight-week 
internship. We communi-
cated by both voice and text, 
and she sent photos as well, 
all at no charge to either of 
us. Apparently little known 
by us older folks, but a great 
tool. Pass the word!

AL DICENSO
EASTON, MD.

Brokers. I just finished 
“Ranking the Online Bro-
kers” (Oct.). I find many  
of the conclusions to be 
questionable since they 
don’t seem to take into ac-
count actual feature usage.  
I wonder what percentage 
of Kiplinger readers trade 
cryptocurrency or buy op-
tions. If only 10% of your 
readers trade cryptocur-
rency and 90% trade mutual 
funds, the ability of a bro-
kerage to deal with all sorts 
of cryptocurrency-related 
issues is minimal. I suggest 
the same is true for options 
traders and those who en-
gage in other esoteric cor-
ners of financial markets.

JONATHAN CRAINE 
KINGSTON, N.Y.

for bank accounts. These 
designations eliminate the 
need for the accounts to go 
through probate, possibly 
leaving few items to actu-
ally go through probate 
when using a DIY will. 

JOHN A. IORILLO, JR. 
MARIETTA, GA. 

New ETFs. “Promising New 
ETFs” (Oct.) is a great ex-
ample of things I would 
never know about if I were 
not a subscriber. Of course, 
I realize that not everyone 
considers the social conse-
quences of their invest-
ments (and that’s okay!),  
but for those of us who do, 
articles like this are really 
appreciated.

BOB STACK
OAKLAND

Retirement planning. I read 
your column with some  
nostalgia as I remember  
my angst nine years ago  
as I started contemplating  
retirement (“From the Edi-
tor,” Oct.). One area to ap-
proach cautiously is trading 
the pension survival rights 
of a spouse for life insur-
ance or an annuity. You 
want to make sure that you 
have a good handle on the 
long-term costs of the re-
placement life insurance  
or annuity. I know several 
folks who opted for that 
route because of significant 
savings when they retired. 
Sadly, as they aged, the  
premiums increased sig-
nificantly. They were con-
fronted with the choice of 
discontinuing the protec-
tion for their spouse or pay-
ing significantly more than 
they had planned. 

JOHN AMOS
VIA E-MAIL

Retirement income. Concern-
ing breaking the old rule of 
4% withdrawals from IRA 
savings (“Protect Your In-
come From Inflation,” Oct.): 
Your article states invest-
ment firm Morningstar  
recently recommended a 
lower, 3.3% withdrawal rate 
for new retirees. The IRS 
required minimum distri-
bution (RMD) chart shows 
27.5 years for a 72-year-old 
retiree using the uniform 
lifetime table. Divide 1 by 
27.5 and you get an RMD 
rate of 3.65%. The IRS says 
it will penalize 50% of the 

Apparently, the folks who run the I bond program at Treasury have 
not had to provide a lot of actual customer service since the program 
began (“Ahead,” Oct.). It’s understandable, considering how little  
return the bonds have provided over the past decade. During my  
long wait on the phone, there was no calming music, only a jolting 
announcement repeated every 60 seconds or so that sounded as if it 
had been recorded by an employee who didn’t like his job much. The 
mind-numbing repetition had lasted for more than two hours when I 
figured out we were approaching the end of their business day. I tried 
again, calling early in the morning, thinking I could get ahead of the 
rush. I still waited on hold for more than two hours in misery before 
the phone was answered. But the customer service representative 
was cheerful and helpful, so I finally got what I needed. Your article 
did a good job of explaining I bonds and how to buy them, but poten-
tial customers may find the process more challenging than expected.

CHARLES L. WOODSIDE  
SCHERTZ, TEXAS

READER FEEDBACK

A PAUSE FOR OUR PODCAST
After four years of producing the “Your 
Money’s Worth” podcast, we are taking 
a break to give our hardworking co-
hosts, David Muhlbaum and Sandy 
Block, a chance to pursue other projects 
and to reimagine the podcast as an even 
more useful tool in our personal finance 
suite of products. Archived podcasts are 
available at www.kiplinger.com/podcast.

KPF528.letters.indd   5 10/13/22   5:59 PM

mailto:feedback@kiplinger.com
http://www.kiplinger.com/podcast


KIPLINGER’S PERSONAL FINANCE 12/20226

from a nearby lake, but the water had receded 
by the next day. They have flood insurance, but 
the damage is likely to be less than their $2,000 
deductible. They had also heard big thumps on 
the roof when the winds came through, but 
they haven’t yet assessed the damage. 

After ripping through Florida, Hurricane Ian 
turned left and slammed into the Carolinas. 
Federal disaster declarations were issued for 
all three states, and tax relief is available to 
Hurricane Ian victims in the form of extended 
tax-filing and payment deadlines, a deduction 
for related losses, and fee waivers.

Car trouble. Hundreds of thousands of autos 
also experienced water damage. Because water 
is so damaging to vehicles, many are written 
off as total losses, which means their owners 
(if they have comprehensive coverage) get 
checks and have to find new cars.

Some of those flood-damaged vehicles will 
be repaired and put back into service—espe-
cially now, thanks to the tight market. When 
cars are flooded, bodies can rust prematurely, 
wiring can become brittle, and both electrical 

and mechanical 
systems can be af-
fected—computer 
modules mounted 
under the seats are 
frequent victims. 
 If you’re buying 
a used car, use  
CarFax’s free Flood 
Check reports to 
see whether a car 
has a flood or sal-

vage title from the state DMV, was declared a 
total loss by the insurance company, or was  
reported as flooded by repair shops (see www 
.carfax.com/press/resources/flooded-cars). 

If you were affected by Hurricane Ian, I hope 
you’re safe, and I’d love to hear from you about 
how you’re handling the financial fallout. For 
more advice on how to deal with the aftermath, 
visit Kiplinger.com and search for “Hurricane Ian.”

comes into your home through the roof, win-
dows, doors or holes in the walls is covered by 
homeowners insurance. But damage from 
flooding or water that rises from the bottom  
up—from the overflow of a body of water, for 
example, or a storm surge—is not covered. 

A lot of the damage from Hurricane Ian will 
be covered only if you had flood insurance, such 
as a policy purchased through the FloodSmart 
.gov National Flood Insurance Program or a pri-
vate flood insurer. Early reports indicate that 
few of the many inland properties that suffered 
damage from Ian have this critical coverage. 

Elaine said that on Wednesday night they 
had a couple of inches of water in their living 
room from rising waters 
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Surviving Hurricane Ian

H urricane Ian was the deadliest storm  
to hit Florida since the Labor Day Hurri-
cane in 1935—with at least 120 casual-

ties, plus five more in North Carolina. When the 
storm made its way across the state on Sep-
tember 28 and 29, a lot of our readers were im-
pacted. I also have friends and family in Florida, 
and a few Kiplinger colleagues are based there.

Kiplinger’s Retirement Report senior editor 
Elaine Silvestrini lives in Orlando. The hurricane 
made landfall about five days before KRR went 
to press, and  Elaine warned me that she could 
go dark once the storm reached her home. (I was 
helping out with KRR while we awaited the  
arrival of its new editor, David Crook.) “My poor 
husband is exhausting himself dragging every-
thing inside and clearing out the closet we’re go-
ing to use as a shelter if we need it,” she told me. 

Some computer models were predicting that 
Ian would land in the Tampa area, where Kip-
linger’s Investing for Income editor Jeff Kosnett 
lives. Jeff wasn’t worried: “I am about a mile in-
land and up a small hill and not on a creek,” he 
e-mailed me. “Standing by with our new roof, 
whole-house generator and good location.” 

A huge financial hit. Eight of the 10 costliest 
natural disasters in U.S. history have been  
hurricanes, and Ian is on track to join the list. 
According to CoreLogic, a global property data 
and analytics provider, total flood and wind 
losses are between $41 billion and $70 billion. 
That figure includes wind loss, insured and  
uninsured storm-surge loss, and inland flood 
loss for residential and commercial properties. 
(Hurricane Katrina, with $186 billion in inflation-
adjusted damages, tops the list.)

If you suffered flood and wind damage, 
you’ve had to endure a heap of clean-up  
and most likely a long, stressful wait be-
fore appraisers visited—plus a backlog 
in claims departments, too. In gen-
eral, damage caused by wind, 
wind-driven rain and water that 

MARK SOLHEIM, EDITOR 
MARK _ SOLHEIM@KIPLINGER.COM 
TWITTER: @MARKSOLHEIM

 FROM THE EDITOR

Mark Solheim

IF YOU SUFFERED FLOOD 
AND WIND DAMAGE, YOU’VE  

HAD TO ENDURE A HEAP  
OF CLEAN-UP AND MOST 

LIKELY A LONG WAIT 
 FOR APPRAISERS.

KPF528.edit_notes.indd   6 10/13/22   6:08 PM

mailto:MARK_SOLHEIM@KIPLINGER.COM
https://twitter.com/marksolheim
http://www.carfax.com/press/resources/flooded-cars
http://www.carfax.com/press/resources/flooded-cars


 

 

 
 

 

SCAN FOR MORE

As we celebrate the 50th 

anniversary of  Tit le  IX,  we also 

acknowledge the work that  st i l l  

needs to be done  — even today,  

women retire with 30% less 

income for  retirement.

TIAA is  a mission-based company 

that  believes in the fundamental  

r ight  of  every person to retire with 

dignity  and security.

©2022 Teachers Insurance and Annuity  Associat ion of  America-Col lege 
Reti rement Equit ies Fund, 730 Third Avenue,  New York,  NY 10017 2033496c

IT’S 
TIME TO 
#RETIRE 

 
FOR GOOD.

Scan the QR code to learn
more about how TIAA is helping 
to retire inequality for good.



EDITORIAL

EDITOR  Mark K. Solheim 

EXECUTIVE EDITOR  Anne Kates Smith  

MANAGING EDITOR  Frederic Fane Wolfer 

SENIOR EDITOR  Sandra Block 

EDITOR AT LARGE  Janet Bodnar

SENIOR ASSOCIATE EDITORS  Kim Clark, Nellie S. Huang 

CONTRIBUTING EDITORS  Lisa Gerstner,  

James K. Glassman, Jeffrey R. Kosnett 

STAFF WRITERS  Emma Patch, Rivan V. Stinson  

ART

ART DIRECTOR  Will Tims

DESIGN CONSULTANT  Sensical Design

SALES

PUBLISHER  Paul Vizza (202-887-6558; paul.vizza@futurenet.com)

ASSOCIATE PUBLISHER  Stevie Lee (stevie.lee@futurenet.com)

SENIOR ACCOUNT DIRECTOR  Maggie Kinsky (maggie.kinsky@futurenet.com)

ACCOUNT DIRECTOR, WEALTH  Dominick Cerritelli (dominick.cerritelli@futurenet.com)

ACCOUNT MANAGER  Rebecca Haber (rebecca.haber@futurenet.com)

DIRECT RESPONSE  Anthony Smyth (914-409-4202; anthony@smythps.com)

ADVERTISING OPERATIONS

ADVERTISING OPERATIONS EXECUTIVE  Mike Roche (Mike_Roche@kiplinger.com)

MEDIA PLANNING MANAGER  Andrea Crino (Andrea_Crino@kiplinger.com)

CREATIVE SOLUTIONS

CREATIVE DIRECTOR, WEALTH  Michael Holstein

ASSOCIATE DIRECTOR  Megan Harmon

SENIOR EDITOR  Eileen Ambrose

KIPLINGER.COM

DIGITAL DIRECTOR AND HEAD OF PRODUCT  Kirk Shinkle

SENIOR TAX EDITOR  Rocky Mengle 

SENIOR ONLINE EDITOR  David Muhlbaum  

SENIOR RETIREMENT EDITOR  Elaine Silvestrini

TAX EDITOR  Kelley Taylor 

ONLINE EDITOR  Robert Niedt 

CONTRIBUTORS EDITOR  Joyce Lamb

ASSOCIATE ESG INVESTING EDITOR  Ellen Kennedy

CONTRIBUTING EDITOR  Karee Venema

CONTRIBUTING WRITER  Dan Burrows

AUDIENCE ENGAGEMENT MANAGER  Ben Demers  

DIGITAL PRODUCER  Quincy Williamson

CIRCULATION

SENIOR CIRCULATION MANAGER  Roseann Ciccarello 

DIRECTOR, COMMERCIAL ART  Lori Smedley

EXECUTIVE STAFF

VICE PRESIDENT, CONSUMER MARKETING – GLOBAL SUPERBRANDS  Nina La France 

VICE PRESIDENT, MARKETING  Christopher Moffa 

FOUNDERS

W.M. Kiplinger (1891–1967), Founder 

Austin H. Kiplinger (1918–2015), Former Chairman and Editor 

Knight A. Kiplinger, Editor Emeritus

CUSTOMER SERVICE
  Visit kiplinger.com/customer-service 

Call 800-544-0155 or write P.O. Box 37234, Boone, IA 50037-0234

PRINTED IN USA

KIPLINGER’S PERSONAL FINANCE (ISSN 1528-9729) is published monthly by FUTURE US LLC. Editorial and Executive Offices: 
1100 13th St., N.W., Suite 1000, Washington, DC 20005 (202-887-6400). Subscription Center/Customer Service: Visit us online at  
kiplinger.com/customer-service or call 800-544-0155. POSTMASTER: Send all UAA to CFS. NON-POSTAL AND MILITARY FACILITIES:  
Send address corrections to Kiplinger’s Personal Finance, P.O. Box 37234, Boone, IA 50037-0234. GST# 123395253. Volume 76, Issue 
12. Periodical postage paid at Washington, DC, and at additional mailing offices. Subscription prices: In U.S. and possessions $34.95 
for one year, $59.95 for two years, $84.95 for three years. Additional international postage: $25.00 per year. Single-copy price: $7.95.

Kiplinger is part of Future plc, an international media group and leading digital publisher. Visit our corporate site at  
Futureplc.com. © Future US LLC, Suite 1000, 1100 13th Street, NW, Washington, DC 20005. All rights reserved.

STATEMENT OF OWNERSHIP, 
MANAGEMENT AND CIRCULATION

Publication title: Kiplinger’s Personal Finance 

Publication number: 5817-30  

Filing date: September 30, 2022  

Issue frequency: Monthly

Number of issues published annually: 12 

Annual subscription price: $34.95 

Address of office of publication: 1100 13th Street, N.W.,  
Suite 1000, Washington, DC 20005

Headquarters address of publisher: 1100 13th Street, N.W.,  
Suite 1000, Washington, DC 20005

Publisher: Paul Vizza, 1100 13th Street, N.W.,  
Suite 1000, Washington, DC 20005

Editor: Mark K. Solheim, 1100 13th Street, N.W.,  
Suite 1000, Washington, DC 20005

Managing Editor: Frederic Fane Wolfer, 1100 13th Street, N.W.,  
Suite 1000, Washington, DC 20005

Owner: Future US LLC, 1100 13th Street, N.W.,  
Suite 1000, Washington, DC 20005

Known bondholders, mortgagees, and other security 
holders owning or holding 1% or more of total amount  
of bonds, mortgages or other securities: None

Tax Status: Not applicable

Publication title: Kiplinger’s Personal Finance

Issue date for circulation data below: September 2022

Extent and Nature  
of Circulation 

Total number of print copies  
(net press run) 479,198 441,306

Paid, outside-county print  
subscriptions (mailed) 432,860 398,609

Sales through dealers and carriers, street 
vendors, and counter sales (not mailed) 7,211 5,800

Total paid print distribution 440,071 404,409

Free or nominal rate outside-county print 
distribution (by mail) 108 93

Free or nominal rate print distribution out-
side the mail (by carriers and other means) 10 10

Total free or nominal rate print distribution 118 103

Total print distribution 440,189 404,512

Print copies not distributed 39,009 36,794

Total print copies 479,198 441,306

Percent paid (print) 99.97% 99.97%

Paid electronic copies 17,713 16,000

Total paid print + paid electronic 457,784 420,409

Total print distribution + paid electronic 457,902 420,512

Percent paid (both print and electronic) 99.97% 99.97%

Average No. of Copies  
Each Issue During 

Preceding 12 Months

Actual No. of Copies 
Single Issue Nearest  

to Filing Date

I certify that all information furnished on this form is true and 
complete. I understand that anyone who furnishes false or  
misleading information on this form or who omits material or 
information requested on the form may be subject to criminal 
sanctions (including fines and imprisonment) and/or civil  
sanctions (including civil penalties). 

Nina La France 
Vice President, Consumer Marketing – Global Superbrands
Future plc 

KPF528.masthead.indd   8 10/13/22   6:01 PM

mailto:paul.vizza@futurenet.com
mailto:stevie.lee@futurenet.com
mailto:maggie.kinsky@futurenet.com
mailto:dominick.cerritelli@futurenet.com
mailto:rebecca.haber@futurenet.com
mailto:anthony@smythps.com
mailto:Mike_Roche@kiplinger.com
mailto:Andrea_Crino@kiplinger.com
https://www.kiplinger.com/customer-service
https://www.kiplinger.com/customer-service
https://www.futureplc.com


12/2022 KIPLINGER’S PERSONAL FINANCE 9

39p0 x 35p3

AHEAD

ILLUSTRATION  BY GIULIO BONASERA

TOPIC A

Stocks could bounce around for a while as the market 
digests losses and seeks clear direction.  BY ANNE KATES SMITH

LEARNING TO LIVE 
WITH THE BEAR 

WHAT THE BULL GIVETH, THE  
bear taketh away. Investors who 
thought the bear market might be 
over after summer’s strong gains 
got a reminder this fall that bear-
market rallies can be exhilarating 
but fleeting. Following a 24% drop 
from the record high in January 
through mid June, the S&P 500 
index rallied 17% through mid  
August, only to fall again, under-
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AHEAD

third-quarter earnings for the remain-
der of the S&P 500 are down 6.0% 
from the same period a year earlier. 
The outlook for earnings has gotten 
bleaker quickly: In mid June, analysts 
expected third-quarter profit growth 
of more than 8%. For all of 2022, Zacks 
expects S&P 500 earnings to be up 
7.0%; minus energy profits, just 0.4%.

What to do now. Stick with high-quality 
stocks that could potentially lead the 
market coming out of the downturn, 
says Wells Fargo Investment Institute. 
In this camp Wells Fargo puts high-
quality U.S. large- and mid-cap stocks, 
with sectors to consider including 
technology, energy and health care. 

Or explore stocks that are bucking 
earnings-estimate downgrades. Ac-
cording to BMO Capital Markets, com-
panies in the S&P 500 with the highest 
percentage change over the past 
three months in per-share earnings 
estimates for the year ahead include 
specialty chemical firm Albemarle 
(ALB, $273), warehouse club giant 
Costco Wholesale (COST, $468), food 
distributor SYSCO (SYY, $72) and 
Ventas (VTR, $38), a health care real 
estate investment trust. All are rated 
“buy” by BMO analysts. 

profit disappointments; FedEx is down 
25% since it first warned investors of 
harder times in mid September.

The key question is whether these 
profit shortfalls reflect company- 
specific malaise or whether they are  
a broad-market bellwether portending 
widespread distress. “Company-spe-
cific challenges notwithstanding, we 
know that the macroeconomic land-
scape is expected to be tougher,” says 
Sheraz Mian, director of research for 
Zacks Investment Research. “Europe 
is practically in a recession already, 
and China has held itself down with 
its zero-COVID policy. The U.S. econ-
omy has been faring better, but every-
one knows there is pain ahead.” 

You can see the pain reflected in the 
diminishing earnings estimates from  
a consensus of Wall Street analysts for 
companies in the S&P 500. According 
to Zacks, analysts expect third-quar-
ter profits (for the three-month period 
through September) to be up just 0.7% 
compared with the same quarter a 
year ago. For context, in the pan-
demic-rebound third quarter of 2021, 
companies logged year-over-year 
earnings growth of 41.4%. 

Without counting outsize earnings 
from the energy sector, estimated 

cutting its June low. On October 7, the 
broad-market benchmark was down 
16% from its summer peak, and it was 
again 24% south of its January high. 

Welcome to phase two of the bear 
market, says Sameer Samana, senior 
global market strategist at Wells Fargo 
Investment Institute. We could be en-
tering what is often the longest phase 
in the market’s bottoming process,  
notable for the kinds of zigs and zags 
we’ve been living through. “For in-
vestors, the consolidation phase will 
likely present the biggest test of emo-
tional fortitude and investment disci-
pline,” Samana says. “Sharp rallies 
may present a siren song of opportu-
nity that will try to entice investors 
with the promise of quick gains, only 
to be dashed quickly by disappoint-
ments that lead prices back to the 
lower end of the trading range.” 

Investors have plenty to worry 
about—chiefly persistent inflation, 
climbing interest rates and a looming 
recession. Given the unusually murky 
market outlook, strategists at Gold-
man Sachs in late September lowered 
their year-end target for the S&P 500 
from 4300 to 3600, noting that the 
benchmark hit 4300 in August. “The 
forward paths of inflation, economic 
growth, interest rates, earnings and 
valuations are all in flux more than 
usual, with a wider distribution of  
potential outcomes,” the strategists 
told clients in a recent note.

Engine trouble? The engine that ulti-
mately drives the stock market is cor-
porate profits. As long as earnings 
growth stays on track, corporate 
America—and by extension, your stock 
portfolio—remains on solid ground. 

But the run-up to the third-quarter 
earnings season has been rocky, with 
companies such as FedEx, Nike and 
cruise operator Carnival warning  
investors about disappointing results 
that have been dented by slowing eco-
nomic growth, a rapidly strengthening 
dollar (which hurts U.S. multinational 
firms) or continued high costs. The 
market has shown little patience with 

BUMPY RIDE

AN UP AND DOWN MARKET
The S&P 500 is likely stuck in a trading range until a cloudy economic picture clears.
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Lakshmi Balachandra is a 
professor of entrepreneur-
ship and a fellow in the Na-
tional Science Foundation’s 
Technology Innovation and 
Partnerships Directorate 
program. 

The pandemic unleashed a 
flurry of new entrepreneurs. If 
the economy goes into a reces-
sion, do you think that trend 
will continue? Yes. In fact, 
history has taught us that 
it’s typical for economic 
downturns to coincide with 
rising rates of entrepre-
neurship. Necessity is the 
mother of invention. If  
people can’t find work  
or are dissatisfied with 
their jobs, they’re 
much more likely to 
want to start their 
own business and 
do something on 
their own.

Why did the 
pandemic 
lead to an 
increase in 
individu-
als going 
into busi-
ness for 
themselves? 
One of the big-
gest drivers for entre-
preneurship is lifestyle. 
The pandemic illumi-
nated how challenging 
work has become for 
people faced with diffi-
cult commutes and the 
high cost of housing, child 

care, elder care—the list 
goes on. It also led to the 
recognition that your time 
has incredible economic 
value that you don’t have  
to sacrifice when you work 
on your own. People who 

become entrepreneurs  
certainly see an economic 
opportunity, but the bigger 
motivation is that they want 
to be their own boss and set 
their own hours. You can 
structure your work in such 
a way that you gain your 
own internal rate of return, 
with the benefit of adding 
value to your lifestyle. 

Women founders secured 
only 2.3% of venture capital 

funding in 2020. What  
barriers do women and 
minority entrepreneurs 

face? This is the ques-
tion that I’ve been 

working on and deal-
ing with for over 

20 years. Women 
and minorities 
aren’t typically 
seen as leaders 
or managers 
or entrepre-
neurs, so 
they’re  

already 
at a  

disad-
vantage, 

and if 
anything,  

COVID 
made it 

worse. With  
networking can-
celed or limited to 
Zoom, networking 
opportunities for 
people other than 
those already in 

the funding net-
work receded. 

How can they overcome those 
barriers? A lot of how you 
get funded is based on how 
you’re evaluated as an indi-
vidual—meaning what kind 
of potential do investors  
see in your ability to under-
stand the market and drive 
a business to financial suc-
cess. We’ve done all sorts of 
things to try to get women 
and minorities more access 
to capital, but there’s noth-
ing driving venture capital-
ists to change the way they 
do business. They still can 
get investments from gov-
ernments and limited part-
ners. There has been a lot of 
talk about training women 
and minorities to solve the 
problem. They don’t need 
training. They just need 
money.

What advice do you have for 
aspiring entrepreneurs? It’s 
all about conversations.  
If you want to know how 
someone was able to build  
a business, people are often 
willing to share their story. 
Find out how they got the 
start-up capital and whether 
that’s something you could 
do. The more people you 
meet, the more connections 
you make to learn more. 
And besides meeting and 
talking to people, do your 
research. Learn about  
what the competition looks 
like, potential customers’ 
buying habits, and the rules 
and regulations for your 
business. EMMA PATCH

INTERVIEW

MORE WORKERS ARE GOING OUT ON THEIR OWN
A recession could accelerate the pandemic trend of employees becoming entrepreneurs.

PHOTO BY ANTHONY GRASSETTI
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deduct contributions to an 
IRA no matter how much 
money you make. If one 
spouse is covered by a work-
place plan but the other isn’t 
working, the couple will  
be able to deduct the maxi-
mum to a spousal IRA as 
long as the couple’s MAGI  
is $218,000 or less, Mercer 
projects.

The inflation adjustments 
will also allow more savers 
to contribute to a Roth IRA. 
Mercer projects that in 
2023, married couples with 
MAGI of up to $218,000  
will be able to make the  
full Roth contribution, up 
from $204,000 in 2022.  
Singles with MAGI of up  
to $138,000 will be able to 
contribute the maximum, 
up from $129,000 in 2022, 
Mercer predicts.

Health savings accounts. If 
you’re enrolled in a high- 
deductible health insurance 
plan, an HSA is a tax- 
efficient way to save for 
your deductible and other 
out-of-pocket costs. Con-
tributions are pretax, and 
withdrawals are tax-free  
as long as the money is  
used for eligible expenses. 

In 2023, you will be  
allowed to contribute up  
to $3,850 if you have indi-
vidual health insurance,  
up from $3,650 in 2022. For 
family coverage, you’ll be 
allowed to contribute up to 
$7,750, up from $7,300 in 
2022. If you’ll be 55 or older 
at the end of the year, you 
can put in an extra $1,000 
in catch-up contributions.

In order to qualify for an 
HSA in 2023, your plan 
must have a deductible of  
at least $1,500, or $3,000 for 
a family plan. SANDRA BLOCK

up to $7,500 to one of those 
accounts.

The earnings threshold 
for deductible IRA contri-
butions will also increase. 
Mercer predicts that single 
workers who are covered by 
a 401(k) or other qualified 
retirement plan will be able 
to deduct a full contribution 
to an IRA if their modified 
adjusted gross income is 
$73,000 or less, up from 
$68,000 in 2022. For mar-
ried couples who file jointly, 
the MAGI threshold is ex-
pected to rise to $116,000, 
up from $109,000 in 2022.

If you’re not covered by  
a workplace plan, you can 

401(k) and other employee-
sponsored plans, up from 
$20,500 in 2022. The catch-
up contribution for workers 
50 and older is expected to 
increase to $7,500, up from 
$6,500, which means those 
workers will be able to save 
up to $30,000 in their plans 
in 2023.

Mercer also predicts that 
the IRS will increase the 
maximum contribution  
to a traditional or Roth IRA 
to $6,500, up from $6,000 
in 2022. The catch-up limit 
of $1,000 is expected to  
remain the same, which 
means workers 50 or older 
will be able to contribute  

THE IRS ADJUSTS A BROAD 
array of tax provisions an-
nually to account for infla-
tion. Because inflation has 
been running hot in 2022, 
you’ll be able to contribute 
more to tax-advantaged re-
tirement accounts in 2023. 
Here’s the rundown:

Retirement accounts. As  
Kiplinger’s went to press in 
mid October, the IRS hadn’t 
announced 2023 contribu-
tion limits for tax-advan-
taged retirement accounts, 
but employee benefits con-
sultant Mercer projects that 
the IRS will allow savers  
to stash up to $22,500 in 

YOU CAN SAVE MORE IN 2023 
Inflation has increased the cost of living. But it has also ratcheted up 
how much you can save in tax-advantaged accounts.

HIGHER LIMITS

A MODEST TAX CUT?

EXPANDED TAX BRACKETS
IRS tax brackets are adjusted annually for inflation, so even if you make the same amount of income  
in 2023 as you did in 2022, you could drop into a lower tax bracket and pay a lower tax bill. The IRS  
hadn’t announced 2023 tax brackets at press time, but Bloomberg Tax & Accounting, a research and 
news service for tax practitioners, estimates that tax brackets will increase by 7%.

AHEAD

TAX RATE TAXABLE INCOME (SINGLE) TAXABLE INCOME (MARRIED FILING JOINTLY)

10% $0 to $11,000 $0 to $22,000

12% $11,000 to $44,725 $22,000 to $89,450

22% $44,725 to $95,375 $89,450 to $190,750

24% $95,375 to $182,100 $190,750 to $364,200

32% $182,100 to $231,250 $364,200 to $462,500

35% $231,250 to $578,125 $462,500 to $693,750

37% $578,125+ $693,750+ 

Standard deduction $13,850 $27,700

SOURCE: Bloomberg Tax

KPF528.ahead.indd   14 10/13/22   5:04 PM



12/2022 KIPLINGER’S PERSONAL FINANCE 15

GE
TT

Y 
IM

AG
ES

CALENDAR  
12/2022

Shoppers with children on 
their lists can find good deals 
on toys in December. Look for 
discounts of 75% to 85% off 
select video game titles, while 
stores such as Target could 
offer discounts of up to $25 on 
toy purchases of $100 or more, 
says Julie Ramhold, consumer 
analyst for DealNews.

▲ THURSDAY, DECEMBER 1
Make your charitable contributions. 
If you itemize, consider using a 
donor-advised fund, which will 
allow you to deduct charitable 
contributions made before 
December 31 on your 2022 tax  
return and decide later which 
nonprofits you’d like to support.  
For more on giving, see “Smooth 
Year-End Money Moves,” on  
page 38.

WEDNESDAY, DECEMBER 7
If you’re 65 or older, this is the 
deadline to join, switch or drop  
a Medicare Part D plan, which  
covers prescription drugs. You  
can also join or switch an original 
Medicare or Medicare Advantage 
plan during this open-enrollment 
period. Coverage will begin January 1 
as long as your plan receives your  
request by today. Retirees younger 
than 65 can explore health care 
options and the estimated costs  
on page 54.  

MONDAY, DECEMBER 12
Still doing some holiday shopping? 
Take advantage of “Green Monday” 
sales. Many merchants will offer 
discounts today to entice last- 
minute shoppers. 

THURSDAY, DECEMBER 15
You have until December 31 to take 
your required minimum distribution 
from your traditional IRA or 401(k) 
plan if you’re 72 or older. Contact 
your provider now to make sure your 
transaction is processed before the 
deadline. 

SATURDAY, DECEMBER 17
Attention procrastinators: Mail  
your holiday cards and gifts by 
today if you use USPS retail ground 
or first-class mail service and want 
them to arrive by December 25. For  
a complete list of holiday deadlines 
for domestic, international and 
military mail, go to www.usps 
.com/holiday/holiday-shipping- 
dates.htm. EMMA PATCH

* DEAL OF THE MONTH
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A series of planned and un-
planned shutdowns sent gas 
prices soaring in the Golden 
State because refineries 
elsewhere aren’t set up to 
produce California’s unique 
gas formulations. As a result, 
the average price of regular 
unleaded there has zoomed 
to $6.20 per gallon—sig-
nificantly more than the  
national average of $3.91. 

California’s spike has been 
large enough to spill over 
into neighboring states—and 
also to raise the entire na-
tional average, which is up 
about 15 cents from the end 
of September. Another re-
finery outage, caused by a 
fire at an Ohio facility, is 
also contributing to higher 
prices in the Midwest.

Rising prices at the pump, 
again. Drivers will likely see 
higher prices at the pump, 
at least in the near term.  
Today’s average of $3.91 
could rise to $4 or more if 
refinery outages persist or 
crude oil prices rise further. 
That could be a key factor in 
November’s midterm elec-
tions, because voters tend to 
be keenly aware of high gas 
prices, which in turn affect 
their overall sense of finan-
cial well-being. For truck-

the market at a time when 
Russian oil exports are al-
ready down due to sanctions 
imposed after the invasion 
of Ukraine. 

In fact, the main reason 
for the recent uptick in gaso-
line prices involves refinery 
outages, mostly in California. 

FUEL WILL COST MORE THIS WINTER

I n early October, OPEC 
and its partners an-
nounced a plan to reduce 

oil exports. Faced with a  
potential global recession, 
the cartel and its allies said 
that later this year they will 
collectively sell 2 million 
fewer barrels per day to 
avoid supply getting out of 
whack with lower demand. 

That announcement 
helped push crude oil prices 
higher, with benchmark 
West Texas Intermediate 
recently trading around $90 
per barrel. Not long ago, it 
had fallen below $80 due to 
mounting concerns about 
the global economy (prices 
are as of October 13). 

Kiplinger doesn’t expect 
OPEC’s move to cause a new 
oil-price spike, but it will 

probably help keep crude 
trading considerably higher 
than it otherwise would 
have. OPEC’s output cut  
is not as large as it seems, 
because the cartel was not 
producing all of its current 
quota to begin with. Still, it 
will take some barrels off 

BRIEFING
I N FOR M ATION A BOU T T H E M A R K ETS A N D YOU R MON EY.

Gas Prices Are Heading Back Up
U.S. average price of regular gas

MONTH/DAY 2021 2022
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SOURCE: GasBuddy.com
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Back in September, the chief 
executives of seven big banks 
appeared before the Senate 
Banking, Housing and Urban 
Affairs committee for annual 
banking oversight hearings. They 
got an earful about Zelle, the 
peer-to-peer payment system 
jointly owned by six of the seven 
banks in attendance. 

Sen. Elizabeth Warren (D-
Mass.), a longtime big-bank critic, 
and Sen. Bob Menendez (D-N.J.) 
demanded more information 
ASAP about incidents of fraud 
on Zelle, which the committee 
had been requesting for months. 
In early October, Warren released 
a new report of the findings of her 
investigation of Zelle fraud data 
provided by banks. (JPMorgan 
and Wells Fargo still haven’t 
turned over complete data, 
according to the report.)

The report reveals rampant 
fraud and theft on Zelle. It finds 
that fraud is growing on the plat-
form and that the banks are not 
refunding the vast majority of 
defrauded consumers, potentially 
violating federal law. Highlights:

ers, diesel figures to stay 
quite expensive, with to-
day’s national average of 
$5.19 per gallon possibly 
hitting $5.50 soon.

Natural gas prices are 
rising, too. That’s bad news 
for utility customers as 
colder weather arrives 
across much of the country. 
Heavy demand for U.S. gas 
in Europe means that more 
of America’s domestically 
produced gas is being lique-
fied and exported, putting 
upward pressure on prices. 

How high gas prices go 
this winter depends heavily 
on how cold the weather 
gets, both here and in 
Europe. Unless it turns out 
to be exceptionally mild in 
both regions, gas customers 
should expect to pay a lot 
more for heating bills than 
they did last winter.

However, natural gas 
prices are also down in 
recent trading, reversing 
a hefty summer run-up.

Again, concerns about 
the health of the global 
economy are weighing on 
prices. But note that even 
after the recent decline, U.S. 
natural gas prices remain 
well above where they were 
a year ago, and they could 
shoot higher this fall or 
winter if colder-than-nor-
mal weather causes heating 
demand to soar. Europe’s 
appetite for exported U.S. 
gas will remain extremely 
strong as European govern-
ments scramble to replace 
lost Russian gas imports. 

Bottom line: Look for 
natural gas prices in the 
U.S. to be much higher this 
winter than last winter, 
with the possibility of sharp 
spikes in prices during cold 
snaps. JIM PATTERSON

SOCIAL SECURITY WILL BOOST 
2023 BENEFITS BY 8.7% 

BANKERS ON THE HOT SEAT OVER P2P
Fraud and theft are rampant 
on Zelle—and increasing. PNC 
Bank reported that the number 
of fraud and scam claims from 
customers increased from 8,848 
in 2020 to a pace of 
over 12,300 in 2022. 
Similarly, U.S. Bank 
reported 14,886 
fraud and scam 
claims on Zelle 
in 2020 and 
that its custom-
ers are on pace to 
report nearly 45,000 
claims in 2022. The four 
banks that reported the rele-
vant data are on pace to receive 
scam and fraud claims in excess 
of $255 million in 2022.

Banks are not repaying in the 
vast majority of cases when 
customers were fraudulently 
induced into making Zelle pay-
ments. Overall, the three banks 
that provided full data reported 
repaying customers in only 9.6% 
of scam claims. The repayments 
totaled just $2.9 million, repre-
senting 11% of payments.

Banks are not repaying custom-
ers who contest “unauthor-
ized” Zelle payments. That po-
tentially violates federal law and 
Consumer Financial Protection 

Board rules. Zelle claims to have 
a “zero liability policy” for 

cases in which a bad 
actor gains access to 
a consumer’s Zelle 
account and uses it 
to make unauthor-
ized payments, and 

the Electronic Fund 
Transfer Act (EFTA) and 

the CFPB’s “Regulation E” 
require that the banks repay 
customers when funds are 
illegally taken out of their 
account without authoriza-
tion. But the data provided 
by the banks revealed that 
they reimbursed consumers 
for only 47% of the dollar 
amount for cases in which 
customers reported these 

unauthorized payments on Zelle 
in 2021 and the first half of 2022. 
(For more, see “How to Choose 
the Right Payment App,” Jan. 
2022.) MARK SOLHEIM

 YEAR COLA

2008 5.8%
 2009 0.0
 2010 0.0
 2011 3.6
 2012 1.7
 2013 1.5
 2014 1.7
 2015 0.0
 2016 0.3
 2017 2.0
 2018 2.8
 2019 1.6
 2020 1.3
 2021 5.9
 2022 5.9
 2023 8.7

Social Security beneficiaries will receive an 8.7% cost-
of-living increase in 2023, the largest hike in 41 years. 
The COLA is based on the Consumer Price Index for Ur-

ban Wage Earners and Clerical 
Workers, which rose 8.2% in 

September from a year ear-
lier. The average monthly 
Social Security benefit 
will increase to $1,827 in 
2023, while the average 
monthly benefit for a 
couple who are both re-
ceiving benefits increases 
to $2,972. SANDRA BLOCK
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THE KIPLINGER DIVIDEND 15 UPDATE

OUR DIVIDEND 
PICKS HOLD UP 
IN A BAD MARKET

KPF528.dividend_15.indd   18 10/13/22   5:26 PM



12/2022 KIPLINGER’S PERSONAL FINANCE 19

Tweaks to 
the list this  
year focus 
on growing  
payouts. 
BY NELLIE S. HUANG

T
he past year has been a doozy 
for stock and bond markets. 
Twelve months ago—the last 
time we did an extended re-

view of the Kiplinger Dividend 15, the 
list of our favorite dividend stocks— 
interest rates were low, the S&P 500 
index was hitting new highs, and the 
Bloomberg U.S. Aggregate Bond index 
was treading water. Today, the stock 
market is in the gutter, short-term  
interest rates have climbed three per-
centage points, and the Agg is set to 
post its worst-ever annual return. 

The flip in the markets and inter-
est rates calls for a strategy shift in 
dividend-stock investing, says Ross 
Frankenfield, a managing director at 
Harbor Capital Advisors. When inter-
est rates were low, investors were keen 
to reach for yield and buy stocks that 
sported high yields. But a Harbor study 
shows that although those shares do 
well when interest rates are low, they 
tend to underperform when rates are 
rising. “It’s now important to focus  
on high dividend growers rather than 
high yielders,” says Frankenfield. 

Michael Clarfeld, a portfolio man-
ager at ClearBridge Investments, 
agrees. A focus on high-quality com-
panies that are increasing dividends 
regularly, he says, is key these days. 
Such firms tend to have pricing power, 
which helps them maintain profitabil-
ity and raise payouts even when the 
economy is slumping. “That’s critical 
today,” he says. “It’s not about income. 
It’s about dividend growth.” 

We’re keeping that in mind as we  
review the roster of our favorite divi-
dend-paying stocks. Over the past 12 
months, the Dividend 15 delivered an 
average total loss of 6.8%, compared 
with a 16.0% loss in the S&P 500 stock 
index. Ten stocks beat the S&P 500, 
four with a positive return: AbbVie, 
Lockheed Martin, Enterprise Prod-
ucts Partners and Johnson & Johnson. 
Another five lagged the S&P 500, in-
cluding Blackstone, Verizon Commu-
nications and Emerson Electric. 

This year, we’re making two changes 
to the roster. Industrial conglomerate 

■ PROCTER & GAMBLE, 
HEADQUARTERED IN 

CINCINNATI, BOASTS THE 
LONGEST STRING OF HIKES IN 

THE KIPLINGER DIVIDEND 15. 
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expects Emerson to generate annual-
ized earnings growth over time in the 
high-single-digit percentages, driven 
by 3%-to-4% revenue growth, improv-
ing profit margins, and share buy-
backs. (For more on share buybacks 
see “Practical Portfolio,” on page 62.)

JOHNSON & JOHNSON Shares in this 
health care giant have returned 2.0% 
over the past 12 months, a stellar per-
formance relative to the S&P 500. But 
the news isn’t all good. 

Late in 2021, Johnson & Johnson 
spun off its troubled baby-powder 
business, which is beset with lawsuits 
filed mostly by women with ovarian 
cancer, into a new entity that then 
filed for bankruptcy protection. The 
company says the new entity’s bank-
ruptcy filing is “intended to resolve  
all claims related” to current and fu-
ture lawsuits, which allege that talc  
in the powder contained asbestos. But 
critics worry that the spin-off could 
mean lower payouts for claimants. The 
optics of the spin-off are terrible, but 
legal experts say this was a legitimate 
and appropriate way to preserve the 
bigger company’s value. 

Meanwhile, the company trimmed 
its full-year sales and profit forecast  
in July—a stronger dollar has dented 
global revenues. But analysts expect  
a slim gain in earnings in 2022 com-
pared with 2021, as well as a 5% jump 
in 2023. That should help the company 

continue its 60-year streak of divi-
dend hikes. The latest annual  
increase, of nearly 7%, was an-
nounced in April. What’s more, 
Johnson & Johnson is one  
of the few American firms 
with a “triple-A-rated” bal-
ance sheet, says ClearBridge’s 
Clarfeld. Its business is highly 

diversified, too, with medical 
devices, drugs and consumer 

products, which can help it ride 
out shifting economic trends. 

We’re sticking with Johnson & 
Johnson in the Dividend 15 for now. 
New Medicare drug-pricing rules 
in the Inflation Reduction Act 

he says, adding that a backlog of proj-
ects will generate “robust free cash 
flow to fund new projects and grow 
the dividend.” Over the past five years, 
Air Products has increased its divi-
dend at an average pace of nearly 12% 
per year. 

EMERSON ELECTRIC The economic shut-
down during the early days of COVID 
hurt Emerson Electric’s business be-
cause of weak demand for its products, 
which include automation technology, 
climate-control products, and plumb-
ing and electrical tools. But now that 
the pandemic is mostly behind us, the 
company is revving up. Analysts ex-
pect Emerson earnings to climb 8.4% 
annually over the next three years, 
faster than its peers in the machinery 
and electrical industries, according to 
Zacks Investment Research. 

That should power dividend in-
creases, too. The company has lifted 
its payout 65 years in a row, and we  
expect that to continue. (The company 
typically increases its quarterly payout 
at the end of each fiscal year, which 
ends in September.) Meanwhile, share 
prices have slipped 17.9% over the past 
12 months, and the stock trades at a 
price-earnings multiple, based on esti-
mated earnings for the year ahead, of 
15, a discount to industry peers. Argus 
Research analyst John Eade says he 

3M is out. Slowing earnings growth,  
a litany of lawsuits over harmful past 
practices and products, and a recent, 
questionable decision to spin off its 
growing health care division are, all 
told, too disruptive to overlook. Gone 
also is Lockheed Martin. We admire 
the company’s history of robust divi-
dend increases, but those increases 
have been shrinking in recent years, 
and its five-year annualized dividend-
growth rate now falls below our de-
sired threshold of 10%. 

As for replacements, we chose to  
add two dividend growers, Mastercard 
and UnitedHealth Group. Our list is 
divided into three categories: Stalwarts, 
or companies with consistently rising 
payouts; Growers, logging robust div-
idend increases; and High Yielders, 
marked by their generous distribu-
tions and above-average yields. For 
more on our new and returning Div-
idend 15 members, read on. All returns 
and data are through October 7. 

STALWARTS
These firms have raised dividends for 
at least 20 consecutive years. 

AIR PRODUCTS & CHEMICALS Industrials 
stocks fared better than the broad 
stock market over the past 12 months, 
but the sector was down 14.2% overall. 
Air Products & Chemicals, which pro-
duces industrial gasses and has raised 
its dividend for 40 consecutive years, 
held up better, with a 9.6% decline. 

New projects will fuel sales 
and earnings growth, says ana-
lyst Matthew Miller, at invest-
ment research firm CFRA. He 
rates the stock a “strong buy.” 
Clean-hydrogen tax credits 
embedded in the Inflation 
Reduction Act will help—Air 
Products is a leader in hydro-
gen production. Miller ex-
pects a 14% jump in earnings 
for fiscal 2022, which ended 
in September, and a nearly 16% 
rise in fiscal 2023. “Air Prod-
ucts & Chemicals has a reces-
sion-resilient business model,” 

■ McDONALD’S IS VIRTUALLY 
RECESSION-PROOF.
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BofA Global Research analyst Robert 
Ohmes, to gain momentum and sup-
port more-sustainable sales and traf-
fic at stores and online, despite high 
inflation and a looming recession. 
Ohmes rates the stock a “buy.” 

GROWERS
The litmus test here is simple: Com-
panies must have double-digit divi-
dend hikes, on average, over the past 
five years. Our five favorites have a re-
cord of 20% average annual increases 
over each of the past five years.

ABBVIE Profits at this drug company ex-
panded at a sizzling 20% annualized 
pace over the past five years. That 
helped AbbVie raise its dividend nearly 
18% a year annualized over that time. 
But the firm is in a transition phase. 

AbbVie’s biggest issue is expiring 
patents for Humira, its blockbuster 
treatment for Crohn’s disease, colitis 
and 12 other ailments, which accounted 
for 37% of 2021 revenues. One key pat-
ent has already expired; its U.S. exclu-
sivity ends in 2023; and through 2034, 
dozens of other patents tied to Humira 
are set to close. 

Luckily, AbbVie has more arrows in 
its quiver. The combined sales of Skyrizi 
(for plaque psoriasis) and Rinvoq (for 
rheumatoid arthritis) could top $15 bil-
lion by 2025, the company says, and 
eventually surpass Humira’s sales at  
its peak. AbbVie also has leading on-

boasts the longest record of consistent 
annual dividend hikes—66 years—in 
the Dividend 15. Most recently, it an-
nounced a 5% increase in its payout 
this past April. 

WALMART This 60-year-old discount 
chain turned grocery and, now, e-
commerce contender is proving that 
old-school retailers can compete on-
line. “With unrivalled scale, prodi-
gious procurement strength, a strong 
brand and a growing e-commerce 
platform, we believe Walmart is the 
only American retailer that can com-
pete with Amazon’s retail offering,” 
says Zain Akbari, a Morningstar ana-
lyst. Walmart has a long record of 
posting earnings and dividend 
growth. It has raised its dividend  
every year for 49 years in a row.

Shares have slipped 6.1% over the 
past 12 months, in part over concerns 
about inventory management, and 
during the summer, the company 
slashed its profit outlook for its cur-
rent fiscal year, which ends in Janu-
ary. But Walmart’s ability to evolve  
is working in its favor. It is focusing  
on businesses with plumper profit 
margins, such as Walmart Connect,  
a platform that helps advertisers tar-
get shoppers on its app or online, and 
Walmart+, a subscription service with 
17 million members that offers dis-
counts and free shipping. All told, the 
company is well positioned, says  

may cause some friction in its business 
in the future, but its pipeline of new 
drugs and its solid lineup of newly ap-
proved treatments will provide “solid 
growth drivers and offset headwinds 
in other businesses,” says Argus ana-
lyst David Toung. 

MCDONALD’S This fast-food giant, argu-
ably the best-known brand in the 
world, has been nimble in recent years, 
coming up with faster (think digital) 
ways for diners to order and get their 
food. And its popular rewards program, 
which launched in mid 2021, was 
among the first of its kind for eateries. 

McDonald’s is also “recession-proof,” 
says Morningstar analyst Sean Dunlop, 
who adds that he sees the firm’s digital 
initiatives providing “long-term up-
side” through labor efficiency, im-
proved order accuracy and add-on  
orders from suggestive marketing. 

The Big Mac maker has a 45-year 
history of raising its dividend; we ex-
pect another hike to be announced  
after our story goes to press. In 2021, 
the fast-food icon increased payouts  
by 7%. Meanwhile, the stock has held 
up well, albeit with a loss of 3.9% over 
the past 12 months, compared with an 
average 15.0% decline in the typical 
restaurant stock.

PROCTER & GAMBLE Consumer-staples 
firms make the necessary goods we buy 
even in bad times. Procter & Gamble  
is a leader, with $80 billion in annual 
sales for its everyday products, includ-
ing Tide detergent, Crest toothpaste 
and Pampers diapers. That should 
steady the firm if a recession comes. 

But the stock price has been bur-
dened by worries over supply-chain  
issues and rising commodity costs. 
Meanwhile, COVID lockdowns in 
China and closures of some Russian 
operations have dented sales. All told, 
P&G shares dipped 10.2% over the past 
12 months, which lagged the typical 
consumer-staples stock. 

Even so, nine out of 11 analysts who 
cover the stock rate it a “strong buy” or 
“buy,” according to Zacks. The stock 

■ WALMART IS PROVING  
THAT OLD-SCHOOL RETAILERS 
CAN COMPETE ONLINE.
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and industrial uses, as well as for 5G 
wireless communications, over the 
long term. CFRA analyst Angelo Zino, 
who rates the stock a “hold,” says the 
company generates “superior cash 
flow and returns to shareholders.” 

For new buyers who are patient, the 
stock isn’t overpriced. At $159 a share, 
Texas Instruments trades at 18 times 
expected earnings for the year ahead. 
That’s a discount to its typical P/E of 
25 over the past three years. 

NEW > UNITEDHEALTH GROUP This sprawl-
ing health care giant—a blend of health 
insurance plans, pharmacy benefits, 
health care services, and tech and data 
analytics—has a scale and reach that 
gives it “an unmatched collection of as-
sets amongst its peers,” says Raymond 
James analyst John W. Ransom. The 
firm is also a slugger when it comes 
to robust dividend increases. Over the 
past 10 years, UnitedHealth has hiked 
dividends an average of 25% per year. 

The stock isn’t a big bargain—top 
guns rarely are—but it’s not hugely ex-
pensive, either. Ransom rates the stock 
a “strong buy.” At current prices, the 
stock trades at 20 times his estimate for 
earnings in 2023. Medical HMO peers, 
according to Zacks, trade at 21 times 
year-ahead earnings. Ransom has a 
12-month price target for the stock of 
$635, which assumes a higher price-
earnings multiple that he says is justi-
fied given expectations for growth. 

HIGH YIELDERS
In this category, we aim for companies 
with a five-year average dividend yield 
of better than 4%. 

BLACKSTONE After skyrocketing 105% in 
2021, shares in this alternative asset 
manager are falling. Tough market 
conditions are one reason, but the 
company also reported a loss in the 
recent quarter. Now, it’s among the 
Dividend 15’s worst performers over 
the past 12 months, sinking 20.6%. 
That helps boost its dividend yield 
(payout divided by stock price), of 
course, which now stands at 5.9%. 

Rather, it’s a payment processor—the 
second biggest after Visa. Mastercard 
earns a fee for every transaction made 
on its system. Business is booming, 
thanks to the global shift to digital 
payments and online shopping. And 
near-term results are getting a lift 
from a recovery in international travel. 
Analysts expect increases in annual 
revenue and earnings in the mid-teen 
percentages in 2022 and 2023, accord-
ing to Zacks. 

Though a new bill in the Senate pro-
poses to allow merchants to reroute 
certain credit card transactions to net-
works outside of Visa and Mastercard 
systems, Goldman Sachs analysts, who 
rate the stock a “buy,” say they doubt 
the bill will pass as is. Even if it does, 
it would likely pinch annual earnings 
by just 2% to 3% initially, they estimate, 
with Mastercard recovering any lost 
share in subsequent years. 

TEXAS INSTRUMENTS This semiconductor 
company has raised its payout 21% a 
year, on average, over the past decade, 
and the stock boasts a 3.1% dividend 
yield. But the chip sector is cyclical, 
and right now it’s in a down stage. Ten 
out of 18 analysts rate the shares a 
“hold” (six say “buy,” two say “sell”), 
according to Zacks. Shares are down 
16.1% over the past 12 months. 

Hold on if you already own shares. 
Though sales and earnings are ex-
pected to decline in 2023, Texas In-
struments will benefit from growing 
demand for its chips for automotive 

cology drugs Imbruvica and Veneta. 
And there’s the popular cosmetic 
treatment Botox, which comes 
through its Allergan division. 

Don’t let the stock’s 30.5% total 
return over the past 12 months fool 
you—shares have been falling since 
early April after a disappointing 
quarter. And the company trimmed 
its forecast for the full year. We’re 
watching the stock carefully. Shares 
trade at a P/E of 10; its peers trade at 
almost 14, according to Zacks. 

HOME DEPOT This retailer—the largest 
in the world for home-improvement 
goods and tools—has an annualized 
dividend-growth rate of 19% over the 
past five years. Higher inflation and a 
slowing housing market may seem to 
be a threat to its business, but so far, 
sales are just fine. 

Americans continue to spend on 
building materials and higher-end ap-
pliances. Even if home sales slow, the 
retailer says it doesn’t expect its sales 
to cool in 2023. Do-it-yourselfers who 
are staying put in their homes are in a 
repair/remodel cycle that will support 
home-improvement demand. Another 
boost is coming from its Pros business, 
which is geared toward professional 
contractors and tradespeople. 

Goldman Sachs analyst Kate 
McShane rates the stock a “buy” and 
believes the stock could trade at $366 
in 12 months, which implies a 35% 
jump from recent prices. She expects 
7% earnings growth in fiscal 2022, 
which ends in January, compared with 
the previous year, and a 6% increase 
in both 2023 and 2024. 

NEW > MASTERCARD Though it was 
founded in 1966, Mastercard is a rela-
tive newcomer to dividend payments 
(it began paying them only in 2008). 
It’s making up for lost time by raising 
payouts with gusto. Over each of the 
past five years, it has increased dis-
bursements by an average of 23%. 

Mastercard isn’t a card issuer; it 
doesn’t extend credit to or receive 
interest payments from card users. 

■ GROWTH IN DIGITAL 
PAYMENTS AND E-COMMERCE 
IS GOOD FOR MASTERCARD.
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Nevertheless, business is booming. 
Assets under management climbed 
38% over the 12-month period ending 
in June, and the company has $170 bil-
lion in cash. CFRA analyst Catherine 
Seifert has a “buy” rating on the stock. 
Though near-term results could be 
“uneven,” she says, the current market 
is an opportunity for Blackstone to 
make new investments at low prices. 

The company doesn’t pay a fixed 
quarterly dividend, but that has to do 
with the lumpy way Blackstone makes 
its money. When the firm sells a pri-
vate-equity or real estate asset for a 
profit, it distributes the extra cash as  
a dividend. “A variable dividend makes 
a lot of sense for some businesses, and 
Blackstone is one of them,” says Clear-
Bridge’s Clarfeld. 

ENTERPRISE PRODUCTS PARTNERS High oil 
prices have helped energy companies 
lead the broad stock market for nearly 
two years. Stock in Enterprise Prod-
ucts, a “midstream” oil and gas firm 
that transports, stores and markets 
crude and refined natural gas and oil 
products, is up 16.1% over the past 12 
months. Its dividend yield is a healthy 
7.6%. In July, Enterprise announced a 
2.2% midyear increase in its dividend—
about six months after a payout hike in 
early 2022. 

Analysts expect the good times to 
continue. Nine of 11 who cover the stock 
rate it a “strong buy,” according to 
Zacks. Stifel analyst Selman Akyol says 
Enterprise has “one of the strongest  
financial profiles in the midstream 
sector and can withstand turbulence” 

even in a volatile economic environ-
ment, such as the one we’re in now. 

REALTY INCOME Every three months,  
Realty Income raises its monthly divi-
dend by just a bit. Its average five-year 
dividend-growth rate, 3.4%, is modest, 
but it’s consistent. (Real estate invest-
ment trusts must distribute at least 
90% of their annual taxable income  
to shareholders as a dividend.)

Realty Income should hold up well 
in bad times. Many of its tenants are 
retail-oriented, but they sell consumer 
necessities: Almost 40% of the firm’s 
annual rent comes from grocery, con-
venience and drug stores, dollar dis-
counters, and quick-service restau-
rants. Stifel analyst Simon Yarmak 
rates the stock a “buy.” Realty Income 
has “one of the sector’s strongest bal-
ance sheets, in our view, and pays a 
consistent and growing monthly divi-
dend,” he says.

VERIZON COMMUNICATIONS The communi-
cations-services sector has fallen 39% 
over the past 12 months, dragged down 
in part by three of its biggest compo-
nents, Meta Platforms, Alphabet and 
Netflix. Verizon has held up a bit bet-
ter, with a 27% decline in total return.

But the firm faces stiff competition 
in wireless services and the 5G roll-
out. Some analysts worry that Verizon 
overspent to acquire licenses for C-
band spectrum radio frequencies, 
which enhance speed and capacity 
necessary in 5G services. Raymond 
James analyst Frank G. Louthan says 
the big spending for 5G may be done, 
or nearly so, and that the “outlook for 
stable earnings and dividend growth 
remains solidly intact, regardless of 
what recessionary pressures may 
come along.”  

One thing’s for sure: The stock is 
cheap relative to its wireless peers.  
At $37 a share, Verizon shares trade  
at seven times earnings expected  
in 2023, below the industry’s average 
P/E of 10, according to Zacks. ■

YOU CAN CONTACT THE AUTHOR AT NELLIE_HUANG@ 
KIPLINGER.COM. 

THE KIPLINGER DIVIDEND 15: BY THE NUMBERS

Company (symbol)
Share  
price

Dividend 
yield

Annual 
  dividend* 

Consecutive 
years of  

increases

5-year  
dividend 
growth  
  rate†

1-year  
total  

return

DIVIDEND STALWARTS  Companies in this category have raised dividends for at least 20 straight years.

Air Products & Chemicals (APD) $232 2.8% $6.48 40 11.5% –9.6%

Emerson Electric (EMR) 78 2.7 2.06 65 1.2 –17.9

Johnson & Johnson (JNJ) 160 2.8 4.52 60 5.9 2.0

McDonald's (MCD) 233 2.4 5.52 45 7.8 –3.9

Procter & Gamble (PG) 124 2.9 3.65 66 5.5 –10.2

Walmart (WMT) 129 1.7 2.24 49 1.9 –6.1

DIVIDEND GROWTH  Companies in this category should continue a history of robust dividend increases.

AbbVie (ABBV) $139 4.1% $5.64 9 17.9% 30.5%

Home Depot (HD) 284 2.7 7.60 13 19.1 –13.6

Mastercard (MA) 295 0.7 1.96 8 23.3 –16.1

Texas Instruments (TXN) 159 3.1 4.96 19 20.8 –16.1

UnitedHealth Group (UNH) 505 1.3 6.60 13 18.7 26.3

HIGH YIELD  Companies in this category have a five-year average yield of 4% or more.

Blackstone (BX) $86 5.9% $5.08 2 16.6% –20.6%

Enterprise Products Partners (EPD) 25 7.6 1.90 24 2.5 16.1

Realty Income (O) 58 5.1 2.98 28 3.4 –7.7

Verizon Communications (VZ) 37 7.1 2.61 16 2.1 –26.9

INDEX

S&P 500 INDEX 1.8% $66.64‡ 12 6.5% –16.0%

Picking some stocks from each of the groups below will give you a mix of dividend income 
and growth.

As of October 7.  *Annualized based on the most recent dividend.  †Annualized. ‡The weighted sum of dividends paid by 
companies in the index.   SOURCES: Company websites, Morningstar, S&P Dow Jones Indices, Yahoo Finance, Nasdaq.

KPF528.dividend_15.indd   24 10/13/22   5:26 PM

mailto:nellie_huang@kiplinger.com


KIPLINGER’S PERSONAL FINANCE 25

PO
O

N
 W

AT
CH

AR
A-

AM
PH

AI
W

AN

RiverPark Short-Term High Yield 
has a duration (a measure of interest-
rate sensitivity) of 0.46 with a portfolio 
that yields 6.1% to maturity. I know of 
similar funds with roughly the same 
yields but durations of 3, which means 
that they stand to forfeit more than 
twice the capital that the RiverPark 
fund does should overall interest rates 
go on rising. Sherman is constantly 
buying and rolling over undervalued 
ultra-short junk and BBB-rated bonds 
and preferred shares. Many holdings 
are in energy, insurance, utilities and 
health care, which have minimal risk 
of defaulting. Typical investments 
have a 6% or higher coupon, are due to 

mature in a year or so, and cannot be 
called or refinanced. 

Few of us have the knowledge to 
identify or buy this stuff on our own. 
But one drawback of these or any 

other boutique, research-driven port-
folios is that the cost of analysts 

and traders falls across a small 
asset base; RiverPark 

Strategic Income 
has just $186 mil-
lion in assets,  
so its expenses 
are 1.18%. That’s 
partly why the 
minimum to in-
vest in several  
of these funds  

is $50,000. 
But 2022 shows 

that managers like 
Sherman are worth 

considering when 
lower-cost index funds 
or those that hew, herd-
style, to a benchmark are 
a recipe for 10% losses. ■

T he credit markets are so vast 
that notwithstanding the bloody 
numbers for 2022, I figure some-

one, somehow, somewhere must be 
breaking even or in the plus column 
managing fixed-income funds. And  
I found such a guy. Fittingly, David 
Sherman shares the name of the leg-
endary World War II tank, for he is  
in the vanguard of an onerous trench 
battle against relentless forces: infla-
tion, recession, the Federal Reserve 
and everything else bent on destroy-
ing bond values. 

Sherman is commander-in-chief of  
a platoon of actively managed, short-
term, high-
yield bond 
funds with  
the RiverPark 
and Crossing-
Bridge insig-
nias. The  
flagship is 
RiverPark 
Short-Term 
High Yield (symbol RPHYX), un-
fortunately closed to new investors. 
The fund is 1.4% in the green this  
year through October 7, yields 2.5% 
and has never had a losing calendar 
year since its launch in 2010. Among 
other Sherman vehicles, three Cross-
ingBridge funds—Ultra Short Dura-
tion (CBUDX), Low Duration High 
Yield (CBLDX) and Responsible Credit 
(CBRDX), with an environmental, so-
cial and governance focus—are newer 
and much smaller. Each is offered as 
“institutional,” which means you need 
$50,000 to invest. Their 2022 returns 
range from minus 0.4% to plus 0.8%. 
And for a minimum of $2,500, there is 
RiverPark Strategic Income (RSIVX). 
It is down 3.5% through October 7, but 
its monthly distributions give it a yield 
of 5.3%, and its overall record since 

INCOME INVESTING     Jeffrey R. Kosnett

A Bond-Fund Manager to Watch
2013 is excellent. That 3.5% loss com-
pares well to similar funds with losses 
on the order of 8%. 

Luck versus skill. The best of these re-
sults still trail risk-free Treasury bills 
and money market funds. And some 
active fund managers who stand out 
during a bear market are just plain 
lucky. But a talk with Sherman and a 
look at these funds has me convinced 
he has found a way to generate high 
and rising monthly income distribu-
tions on the order of 6% with less  
danger to principal than most types  
of bond funds.  

DAVID SHERMAN HAS GENERATED 
HIGH MONTHLY INCOME WITH 
LESS DANGER TO PRINCIPAL  
THAN MANY OTHER BOND FUNDS.

JEFF KOSNETT IS EDITOR OF 
KIPLINGER’S INVESTING FOR INCOME. 
REACH HIM AT JEFF_KOSNETT@
KIPLINGER.COM.

  Commentary
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WHEN THE STOCK MARKET GETS  
wobbly, we suggest making a shopping 
list of stocks you can pick up at lower 
prices. But it’s hard to pull the trigger 
on shares in a single company if you 
think prices will fall further. 

Here’s another idea: Invest some 
money every few weeks in a diversi-
fied stock exchange-traded fund. “It is 
nearly impossible to predict a market 
bottom,” says Danielle Miura, a certi-
fied financial planner in Ripon, Calif. 
By investing a little bit of money in an 
index fund every month, you take on 
lower risk than you would by buying 
shares in one stock, and you put your 
money to work at the same time. 

That brings us to three core funds  
in the Kiplinger ETF 20, our favorite 
exchange-traded funds: ISHARES CORE 

S&P 500 ETF and its small- and midsize-
company counterparts, ISHARES CORE 

S&P SMALL-CAP ETF and ISHARES CORE S&P 

MID-CAP ETF. These plain-vanilla index 
funds track different parts of the mar-
ket, so there’s no overlap in holdings. 

Of course, the big kahuna is the 
Core S&P 500 ETF. Over the past 12 
months, the fund has slipped 16.0%,  
in line with the broad stock index. The 
fund’s top holdings include the usual 
suspects, including Microsoft (down 
20% over the past 12 months), Ama-
zon.com (down 31%) and Alphabet 
(down 29%). The fund’s best perform-
ers have been traditional energy com-
panies, including ExxonMobil, a top 10 
holding, up 72%, and Chevron, up 57%. 

Smaller fry. Over the past 12 months, 
iShares Core S&P Small-Cap has  
lost 18.9%. Companies in the fund’s 
benchmark S&P small-company index 
must pass a profitability criterion, 
which gives the ETF a high-quality 
tilt. Energy stocks were among the 
ETF’s leaders, but shares in health 

care firm Lantheus Holdings are up 
163% thanks to the firm’s new diag-
nostic imaging agent that helps doc-
tors treat prostate cancer patients. 

The mid-cap index fund, iShares 
Core S&P Mid-Cap, has declined 
14.9%. Energy stocks led this index, 
too, including top holding EQT, a nat-
ural gas producer, which soared 105%. 

Smart investors will build up some 

THE KIPLINGER ETF 20 UPDATE

KIPLINGER ETF 20: VITAL STATISTICS
Returns/Fees

Core Stock Funds Symbol
Share 
price

    Annualized total return

Yield
Expense 

ratio1 yr. 3 yrs.  5 yrs.

iShares Core S&P 500 IVV $364 –16.0% 9.1% 9.3% 1.6% 0.03%

iShares Core S&P Mid-Cap IJH 226 –14.9 7.7 6.1 1.6 0.05

iShares Core S&P Small-Cap IJR 89 –18.9 7.1 5.1 1.4 0.06

iShares MSCI USA ESG Select SUSA 77 –20.2 9.8 9.4 1.4 0.25

Vanguard Total International Stock VXUS 46 –24.2 –0.2 –0.4 3.7* 0.07

Dividend Stock Funds
Schwab US Dividend Equity SCHD $68 –8.1% 11.7% 10.9% 3.8% 0.06%

Vanguard Dividend Appreciation VIG 137 –11.3 7.1 9.5 2.1 0.06

WisdomTree Global ex–US Qual Div Growth DNL 28 –26.3 2.3 2.6 4.0 0.42

Strategic Stock Funds
Invesco Optm Yd Dvrs Cdty Stra No K1 PDBC $18 25.0% 21.0% 11.8% 1.6% 0.62%

Invesco S&P 500 Equal Weight Financials RYF 257 –13.0 10.6 8.3 2.2 0.40

Invesco S&P 500 Equal Weight Health Care RYH 47 –36.1 19.6 16.1 0.7 0.40

Invesco WilderHill Clean Energy PBW 121 –20.1 15.8 16.4 0.0 0.62

Technology Select Sector SPDR XLK 121 –20.1 15.8 16.4 1.0 0.10

Vanguard FTSE Europe VGK 47 –26.7 –1.0 –1.2 4.5* 0.08

Core Bond Funds
Fidelity Total Bond FBND $44 –14.3% –2.2% 0.4% 4.8% 0.36%

Invesco BulletShares 2026 Corp Bond BSCQ 19 –10.9 –0.9 1.6 4.9 0.55

SPDR DoubleLine Total Return Tactical TOTL 40 –13.2 –3.6 –0.7 5.1 0.04

Opportunistic Bond Funds
BlackRock Ultra Short-Term Bond ICSH $50 –0.3% 1.0% 1.5% 3.1% 0.08%

Invesco Senior Loan BKLN 21 –1.4 1.4 2.1 6.1 0.65

Vanguard Tax-Exempt Bond VTEB 49 –9.9 –1.6 0.7 3.5 0.07

Indexes
S&P 500 INDEX (LARGE U.S. STOCKS) –16.0% 9.2% 9.3% 1.8%

MSCI EAFE INDEX (FOREIGN STOCKS) –23.2 –0.8 –0.4 3.6

BLOOMBERG U.S. AGGREGATE BOND INDEX –14.6 –3.5 –0.3 4.8

Nibble at These Core Index Bargains

As of October 7, 2022.  *12-month yield.  SOURCES: Morningstar Direct, MSCI, S&P Dow Jones Indices.

exposure to small- and midsize-com-
pany stocks now, because they tend  
to outperform in the early stages of  
an economic recovery. After the reces-
sion in the early 2000s and at the  
end of the great financial crisis, for  
instance, small and midsize shares 
outperformed their large-company 
counterparts. NELLIE S. HUANG  

Nellie_Huang@kiplinger.com
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– MAKES A –
GREAT GIFT

The Ideal Gift
2 Bacon-Wrapped Filet Mignons (5 oz.)
2 Butcher’s Cut Top Sirloins (5 oz.)
4 Air-Chilled Boneless Chicken Breasts (5 oz.)
1 pkg. Fully Cooked Beef Meatballs (18 oz. pkg.)
4 Gourmet Jumbo Franks (3 oz.)
4 Individual Scalloped Potatoes (3.8 oz.)
4 Caramel Apple Tartlets (4 oz.)
1 jar Omaha Steaks Seasoning (3.1 oz.)
8 FREE8 FREE Omaha Steaks Burgers (6 oz.)
72087WGH    separately $240.93
SPECIAL INTRODUCTORY PRICE

$9999

8 FREE
Limited Time

BURGERS

 PERFECTLY AGED, TENDER STEAKS

ACHIEVE GIFTING
GREATNESS

Order Now! OmahaSteaks.com/GreatGift4103 | 1.800.811.7832

Scan To Order

OmahaSteaks.com/GreatGift4103

Savings shown over aggregated single item base price. Photos exemplary of product advertised. Limit 2. 8 free 6 oz. 

last. Items may be substituted due to inventory limitations. All purchases acknowledge acceptance of Terms of Use: 

https://www.omahasteaks.com/GreatGift4103
https://www.omahasteaks.com/terms-of-useOSI
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The Right Focus Helps This Fund
Health care services is a bright spot in a shaky sector.

MUTUAL FUND SPOTLIGHT 

drug development. The 
fund’s focus is companies 
that deliver or facilitate care 
to patients, including health 
insurers, hospital suppliers 
and medical practice soft-
ware firms. 

Segalini says he starts 
with “a big-picture industry 
framework.” Then he builds 

HEALTH CARE STOCKS  
overall have struggled in 
2022. But FIDELITY SELECT 

HEALTH CARE SERVICES PORT-

FOLIO is focused on a bright 
spot in the sector, allowing 
it to dramatically outper-
form other health funds as 
well as the broad market.

Since the start of 2022, 
portfolio manager Justin 
Segalini has kept losses in 
the fund to just about 1%—
remarkable in a period when 
the S&P 500 is down 23% 
and the average health in-
dustry mutual fund has sunk 
more than 18%. That puts 
him at the top of the cate-
gory (U.S. health funds) for 
year-to-date and three-year 
returns—with the latter, 
21% annualized, more than 
double the category average. 

One reason for the robust 
returns is that the health ser-
vices field tends to be less 
volatile and cyclical than 

eight- to 10-year financial 
forecasts for companies  
he’s considering, favoring 
the firms with the cheapest 
stock prices relative to his 
outlook. His goal is to iden-
tify companies that can de-
liver over the longer term. 
The fund’s average holding 
period is about three years. 

One longtime favorite  
is UnitedHealth Group,  
the nation’s largest health 
insurer. Optum, a United 
subsidiary, is a health care 
delivery company that is  
the largest employer of phy-
sicians. Because it takes so 
long to train a new doctor, 
UnitedHealth “is 10 years 
ahead” of competitors, 
Segalini says.  

Another holding, Agilon 
Health, provides physicians 
with a technology platform 
to support patient care. 
Segalini says such services 
help physicians evolve away 
from traditional fee-for- 
service care to “value-
based” care, in which they 
receive a standard annual 
payment for each patient 
and thus have incentives  
to catch health problems 
early, before more expen-
sive treatment is required.  

The bear market threat-
ens to end the winning 
streak Segalini has enjoyed 
since taking over the fund 
in 2017, but the silver lining 
is that he’s using today’s  
volatility to snap up bar-
gains. KIM CLARK 
Kim.Clark@futurenet.com

U.S. HEALTH FUNDS 
Ranked by year-to-date returns

1. Fidelity Select Health Care Svcs Port FSHCX –1.1% 21.3% none 0.71%

2. Live Oak Health Sciences LOGSX –7.2 9.6 none 1.00

3. Kinetics Medical No Load MEDRX –7.2 8.3 none 1.39

4. Fidelity Select Pharmaceuticals Port FPHAX –8.6 10.2 none 0.75

5. Saratoga Health & Biotechnology A SHPAX –9.8 7.5 5.75% 2.54

6. AlphaCentric LifeSci Healthcare A LYFAX –10.2 N/A 5.75 1.66

7. Vanguard Health Care Inv VGHCX –10.6 10.8 none 0.30

8. Delaware Healthcare A DLHAX –11.2 8.0 5.50 1.21

9. Janus Henderson Glbl Life Sciences T JAGLX –13.3 11.7 5.75 0.91

10. Putnam Global Health Care A PHSTX –14.1 11.9 5.75 1.05

S&P 500 INDEX –22.7% 9.2%

CATEGORY AVERAGE –18.3 9.7

Rank/Name Symbol

 Max.
sales

charge

Annualized 
Total return

    YTD* 3 yrs.
 Exp.  
ratio

STOCK MUTUAL FUNDS
Rank/Name Symbol 1 yr. 5 yrs.

 Assets† 
(billions)

Max.
sales

charge

Annualized  
 total return

1. Vanguard Total Stock Market Idx Adm VTSAX $826.5 –18.4% 8.6% none

2. Vanguard 500 Index Adm VFIAX 444.8 –16.0 9.3 none

3. Fidelity 500 Index@ FXAIX 326.8 –16.0 9.3 none

4. Vanguard Total Intl Stock Idx Adm VTIAX 265.9 –24.3 –0.5 none

5. American Growth Fund of America A AGTHX 195.6 –28.1 8.2 5.75%

6. American Balanced A ABALX 182.5 –13.2 5.0 5.75

7. American Washington Mutual A AWSHX 138.5 –9.0 8.2 5.75

8. American EuroPacific Growth A AEPGX 122.6 –31.2 –0.2 5.75

9. American Income Fund of Amer A AMECX 110.4 –9.4 4.2 5.75

10. American New Perspective A ANWPX 99.7 –27.2 6.6 5.75

S&P 500 INDEX –16.0% 9.3%
MSCI EAFE INDEX –23.2 –0.4

20 LARGEST STOCK AND BOND MUTUAL FUNDS  Ranked by size. See returns for top funds in 12 categories at kiplinger.com/kpf/funds.

BOND MUTUAL FUNDS
Rank/Name Symbol

1-year
total 

return
 Assets† 
(billions)

1. Vanguard Total Bond Market Idx Adm VBTLX $191.2 –14.6% 4.1% none

2. Pimco Income A PONAX 113.3 –10.9 4.2 3.75%

3. Vanguard Interm-Term Tax-Ex Inv VWITX 69.5 –9.1 3.3 none

4. Amer Funds Bond Fund of America A ABNDX 69.5 –14.1 2.8 3.75

5. Metropolitan West Total Return Bd M MWTRX 63.7 –16.5 3.9 none

6. Vanguard Short-Term Inv-Grade Inv VFSTX 62.8 –8.1 4.6 none

7. Pimco Total Return A PTTAX 56.5 –16.1 2.9 3.75

8. Dodge & Cox Income@ DODIX 54.3 –13.4 3.4 none

9. Fidelity US Bond Index FXNAX 53.0 –14.6 3.9 none

10. Lord Abbett Short Duration Income A LALDX 52.6 –6.1 3.4 2.25

BLOOMBERG US AGGREGATE BOND INDEX –14.6% 4.8%
ICE BOFA AAA US MUNICIPAL SECURITIES INDEX –10.2 3.7

As of October 7, 2022.  @Only share class. Unless otherwise indicated, funds come in multiple share classes; we list the share class that is best suited for individual investors.  †For all mutual fund 
share classes combined.  MSCI EAFE tracks stocks in developed foreign markets.   SOURCE: Morningstar Direct

Max.
sales

charge
Current

yield

*Not an annualized return.
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T ake advantage of an 
investing strategy 
only institutional  

or ultra-high-net-worth  
investors had access to in 
the past. Increase your in-
vestment portfolio’s after-
tax return. Build your own 
index fund to invest in what 
matters to you.

It’s tempting to dismiss 
these marketing claims as 
hyperbole, except they are 
coming from some of the 
best-known and most-re-
spected names in the in-
vesting world, including  
Fidelity, Schwab and even 
Burton Malkiel, author of 
the investing classic A Ran-
dom Walk Down Wall Street.

The fanfare is about  
a controversial trend: A 
growing number of invest-
ment firms now offer Main 
Street investors a strategy 
called “personalized” or 
“direct” indexing that typi-
cally requires buying and 
trading stocks directly, 
mimicking an index.

Investment firms and ad-
visers have long offered this 
strategy to the wealthy for 
an annual management fee 
that’s often more than 1%  
of the portfolio’s value. But 
now, enabled by no-com-
mission trading, smart su-
percomputer programs and 
the ability to buy fractions 
of shares, at least three 

firms—Fidelity, Schwab and 
Wealthfront—are repackag-
ing the service for cost- 
conscious index investors. 
The new offerings enable 
you to dabble in personalized 
indexing with portfolios as 
small as $1, for fees ranging 
from $4.99 a month to 0.4% 
a year (see the table below). 

There are two main types 
of these new programs. One 
focuses on personalizing 
your portfolio by allowing 
you to invest in thematic 
baskets of individual stocks—
green energy firms, for  
example—or to tailor a 
broader index by eliminat-
ing companies you may  
object to or that you have 

large positions in elsewhere. 
The other type, which typi-
cally allows less personal-
ization, is all about tax  
efficiency, focused on har-
vesting investment losses to 
offset gains or income and 
reduce your bill on April 15. 

Why not just pick the 
stocks on your own? Few 
average investors have the 
time and expertise either to 
buy and manage potentially 
hundreds of stocks in a way 
that replicates an index or 
to constantly swap money-
losing stocks for similar  
issues to lock in tax losses.

Healthy skepticism. Any new 
Wall Street offering should 
be scrutinized. And this one 
has plenty of critics: Rick 
Ferri, a financial adviser 
and president of the John C. 
Bogle Center for Financial 
Literacy, questions the fees 
and wonders whether the 

Bespoke Portfolios 
Promise More Choice
Tax efficiency is the primary goal for many new personalized index 
offerings, but they come with a lot of caveats. BY KIM CLARK

INDEX INVESTING

COMPARING PERSONALIZED INDEXES
TAILOR-MADE

Brokers are rolling out new services that let you put together portfolios that look like funds but 
are customized collections of stocks. 

As of October 7.  *Depending on assets invested. 

Name Fee
Minimum 

investment Primary goal Types of accounts

Fidelity Solo FidFolios $4.99/month $1 Personalization Taxable and some IRAs

Fidelity Managed FidFolios 0.4%/year $5,000 Tax-loss harvesting Taxable

Schwab Personalized Indexing 0.35%–0.4%/year* $100,000 Tax-loss harvesting Taxable

Wealthfront US Direct Indexing 0.25%/year $100,000 Tax-loss harvesting Taxable

KPF528.custom_indexing.indd   30 10/13/22   5:55 PM
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customized portfolios might 
make it harder to move as-
sets from the provider who 
built the personalized index. 

As for tax efficiency, in-
vestors will have to weigh 
any advantage against the 
increased complexity of 
their tax returns: Schwab 
(which requires potential 
new clients to have a no-cost 
consultation with one of its 
advisers) warns its Person-
alized Indexing investors to 
expect 1099 tax forms that 
can exceed 50 pages, for ex-
ample. And some individual 
investors might consider  
the minimum investment at 
Schwab and Wealthfront— 
$100,000—on the high side.  

Reasons to invest. Even 
boosters—including fund-
research giant Morningstar, 
which plans to roll out a  
direct indexing program  
to be sold through advisers 

late in 2022—concede that 
these new indexes aren’t  
for everyone. Daniel Need-
ham, president of Morning-
star’s Wealth Management 
Solutions, urges investors  
to first protect their core 
savings by building up an 
emergency fund and using 
tax-advantaged retirement-
savings accounts to invest  
in the tried-and-true mix  
of low-cost stock and bond 
index funds. Once that’s 
done, he says there are 
three main reasons an  
investor might consider  
a personalized index: 

Preferences. Although 
there are already more  
than 10,000 mutual and  
exchange-traded funds with 
almost every imaginable 
mix of stocks, some inves-
tors may prefer to create  
a portfolio of in dividual 
stocks to address ethical  
or other concerns. Custom-

ization might be limited, 
though. Customers of Fidel-
ity’s managed FidFolios can 
jettison up to five stocks or 
two industries from Fideli-
ty’s preset portfolios; for 
now, Schwab’s clients can 
bar only three stocks after 
selecting a portfolio.

Balance. Employees of 
companies that offer signif-
icant stock compensation 
(tech firms, for example) may 
want to limit tech exposure 
elsewhere. They could create 
a personalized index that 
avoids the tech stocks that 
make up more than one-
fourth of the S&P 500, diver-
sification that could reduce 
overall portfolio risk. 

Taxes. Investors in high 
tax brackets who expect to 
reap significant capital gains 
can use personalized index-
ing to turbocharge tax loss 
harvesting in taxable broker-
age accounts. The technique 
involves selling an invest-
ment that has declined in 
value and using the losses to 
offset taxes on capital gains 
from other investments (or 
up to $3,000 in income if 
losses exceed gains). To stay 
fully invested, investors use 
the proceeds to buy some-
thing similar. 

This requires expertise, 
because the IRS’s “wash 
sale” rule penalizes you for 
switching into investments 
that look “substantially 
identical” to whatever you 
sold in the past 30 days. You 
can’t sell and then buy back  
GM shares within the next 
month, for example. But you 
can sell GM and buy Ford. 

Losses are abundant 
these days in mutual funds 
and ETFs, of course, but  
direct-indexing promoters 
claim that holding individ-

ual stocks allows you to 
cash in on losses that might 
be obscured by the overall 
return of a broad index 
fund. “Even in a good year, 
20% to 30% of stocks will  
be down,” explains D.J. 
Tierney, a senior portfolio 
strategist for Schwab Asset 
Management Solutions. 

The boosters say tax-loss 
harvesting can be worth the 
work. A Wealthfront study 
says that over the five-year 
period ending April 30, the 
after-tax returns of the firm’s 
US Direct Indexing clients 
were typically 0.4 to 0.8 per-
centage point a year ahead 
of where they would have 
been had they stuck with 
ETFs and used standard tax-
loss harvesting strategies.  

Malkiel, Wealthfront’s 
chief investment officer, 
says that tax loss harvesting 
is one of the only exceptions 
he makes to his passive- 
index-investing advice:  
“I absolutely believe in  
direct indexing. It is really 
very helpful in times like 
this, when the market has 
declined so sharply.”

But other cost-conscious 
investment advisers say 
most investors don’t pay 
enough taxes to make the 
strategy worthwhile, unless 
they expect large capital 
gains. It shouldn’t be sur-
prising that a complicated 
tax strategy pays off most 
for those with high tax bills. 
For everybody else, person-
alized indexing, it seems,  
is like hiring a tailor to craft 
a bespoke shirt. Creating a 
customized stock portfolio 
for a fee might be a luxury 
to invest in only after taking 
care of the necessities. ■

YOU CAN CONTACT THE AUTHOR AT  
KIM.CLARK@FUTURENET.COM.

ILLUSTRATION BY MAI LY DEGNAN
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dous as well. American, for example, 
has returned a negative 9.9% annual-
ized over 15 years, meaning a $10,000 
investment would have collapsed to 
roughly $2,100 over the period. United 
was a loser, too. Southwest, the best-
run of the four largest lines, managed  
a return of 5.8%, compared with 8.0% 
for the S&P 500; Delta returned a pal-
try 4.1%. Since 1978, there have been 
well over 100 bankruptcy filings by air-
lines. Airlines suffered in many differ-
ent years. United filed in 2002, Delta in 
2005 and American in 2011. The field is 
littered with fabled names of the past: 
Pan American (bankrupt in 1998), 

TWA (1992 and 2002), 
Eastern (1989 and 1991) 

and Buffett’s US Air-
ways (2002 and 2004). 

So what’s the prob-
lem? There are several. 

Airlines are:

Too competitive. In 1978, 
Congress deregu-

lated the air-
lines, allowing 
companies to 
set their own 
fares and 
routes—a 
boon to 
consum-
ers, but 
the begin-
ning of 

fare wars 
(and bank-

ruptcies, as 
we have seen)  

for the lines them-
selves. In 1980,  
the average round-
trip U.S. airfare 
was $593; today, 
it’s $328. After 

That is just one of the lessons that 
airline stocks teach. More important  
is the question of why, as Ben Graham 
predicted, they have been so lousy  
in the long run. If you understand the 
deficiencies of airlines, you can apply 
the wisdom more broadly.

Begin with just how poorly these 
stocks have performed. US Global Jets 
(symbol JETS, $16) is an exchange-
traded fund that holds airline shares, 
with about 10% of its assets in each of 
the four largest U.S. carriers, another 
30% in smaller international lines,  
and the rest in related stocks such  
as Boeing and Expedia. If you insist  
on owning a diversified portfolio of 

airline stocks, this is the 
best choice, however 
flawed. Over the 
past five years, the 
ETF has lost an 
annual average 
of 12%, com-
pared with  
a gain of 
9.3% for 
the broad-
market 
S&P 500 in-
dex. (Prices and re-
turns are as of October 7; 
stocks I like are in bold.) 

US Global Jets was 
launched only in 2015. 
The returns of the large 
airlines over long peri-
ods are mostly horren-

A bit of advice about airline stocks: 
Resist them. I know it’s hard. 
Warren Buffett once joked 

about his own addiction, saying, “I  
am Warren, and I am an aeroholic.” 
Buffett’s mentor, the scholar and in-
vestor Benjamin Graham, was right 
from the start. He wrote in 1949 that 
it’s obvious that the airline industry 
will take off, but that doesn’t make  
airline stocks good investments. 

In the late 1980s, Buffett bought  
US Airways preferred shares anyway 
and made a little money for Berkshire 
Hathaway on the dividends, all the 
while disparaging his choice. In 2007, 
he wrote in his annual shareholder  
letter, “If a farsighted cap-
italist had been present  
at Kitty Hawk, he would 
have done his successors  
a huge favor by shooting 
Orville down. Investors 
have poured money into  
a bottomless pit, attracted 
by growth when they 
should have been repelled by it.” 

But he remained attracted. In 2016, 
he started buying a chunk of nearly 
the entire U.S. industry, eventually 
paying $7 billion to $8 billion to buy 
roughly 10% of American Airlines 
Group, United Airlines Holdings, 
Delta Air Lines, and Southwest Air-
lines. By 2019, he had a small profit. 
Then COVID-19 struck, and he imme-
diately pulled out, calling his invest-
ments “an understandable mistake.”  
A year later, the stocks had taken off, 
with United and American more than 
doubling between May 1, 2020, and 
May 1, 2021. Such is life with airline 
stocks. They’re suitable only for short-
term market timers, and no one—not 
even Warren Buffett—can time the 
market, knowing precisely when to 
jump in and out.

Airline Stocks: Too Much Baggage
STREET SMART    James K. Glassman

AIRLINE STOCKS ARE LOUSY IN THE 
LONG RUN. IF YOU UNDERSTAND 
THEM, YOU CAN APPLY THE LESSONS 
TO THE REST OF YOUR INVESTING.

INVESTINGINVESTING   Commentary
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port for security. Much of the innova-
tion in flying has gone into fuel con-
servation—a big reason for slower 
planes—but technology has not done 
much to improve either the efficiency 
or the comfort of flight.

Too dependent on government. Unlike  
in Europe, nearly all the airports in 
the U.S. are run by state and local gov-
ernments and thus are subject to the 
constraints of bureaucracy and poli-
tics. The antiquated air-traffic control 
system, run by a federal agency, has 
bedeviled airlines for decades. 

For all these reasons, I urge you  
to stay away from airline stocks—and 
to apply these same lessons to the rest 
of your investing. But the wider avia-
tion sector does offer opportunities to 
play the powerful trend of more and 
more of the world’s population going 
up in the air. 

Consider AIR TRANSPORT SERVICES 

GROUP (ATSG, $27), a diversified main-
tenance, leasing and cargo company 
whose shares have actually risen  
in the past year. It trades at a price-
earnings ratio, based on forecasts  
for year-ahead profits, of 11. Shares  
of a similar maintenance firm, AAR  

(AIR, $38), have doubled from their  
2020 low but remain modestly priced. 
GRUPO AEROPORTUARIO DEL PACIFICO  

(PAC, $139), which I recommended in  
my column last month on emerging 
markets, operates five airports, mostly 
on the West Coast of Mexico. The 
stock has held up this year and yields 
5.3%. All of these stocks are small, 
with market caps ranging from $1 bil-
lion to $6 billion. 

If you’re having a hard time shaking 
your aeroholism, I’ll suggest Panama-
based COPA HOLDINGS (CPA, $72), which 
flies to 29 destinations, mainly in Latin 
America. Founded in 1947, Copa trades 
at a P/E of just 9, based on projected 
profits. Yes, it’s an airline, but just one. ■

JAMES K. GLASSMAN CHAIRS GLASSMAN ADVISORY, A  
PUBLIC-AFFAIRS CONSULTING FIRM. HE DOES NOT WRITE 
ABOUT HIS CLIENTS. HIS MOST RECENT BOOK IS SAFETY  
NET: THE STRATEGY FOR DE-RISKING YOUR INVESTMENTS  
IN A TIME OF TURBULENCE. HE OWNS NONE OF THE SECURI-
TIES MENTIONED HERE. YOU CAN CONTACT HIM AT JAMES_
GLASSMAN@KIPLINGER.COM.

debt. At the end of 2021, for every $1  
of equity, Delta had $19 in debt; for 
United, the figure was $12. Overall, the 
industry has a debt-to-equity ratio of 
about five to one, compared with one  
to one for all listed U.S. companies. 

Too dependent on organized labor. Ac-
cording to Forbes, airlines represent 
“the most heavily unionized major 
U.S. industry. At American Airlines, 
United Airlines and Southwest Air-
lines, three of the four largest airlines, 
between 80% and 85% of the work-
force is unionized. Nationwide, about 
11% of the workforce is unionized.” In 
addition, post-COVID, airlines are fac-
ing a severe and persistent pilot short-
age, as well as difficulty hiring flight 
attendants and other staff. This crisis 
has led to operational cutbacks and 
extra expenses for both compensation 
and training. Alaska Airlines, perhaps 
the best-managed of all the U.S. carri-
ers, recently agreed to raise the pay  
of its pilots this year by 15% to 23%.

Too lacking in innovation. Planes today 
are actually slower than they were 40 
years ago. It takes 19 minutes longer  
to fly from New York to Denver than  
it did in 1983. And that figure doesn’t 
count the additional time at the air-

adjustment for inflation, fares have 
fallen 85%. Meanwhile, 381 domestic 
airlines are competing for business,  
but regulators and Congress have been 
reluctant to allow mergers that would 
give the larger ones a shot at better 
profitability. For example, a JetBlue 
Airways bid to buy low-cost carrier 
Spirit Airlines, even if successful, 
would likely face severe headwinds 
getting government approval. 

Too commoditized. Domestic airlines 
have tried hard, but they can’t differ-
entiate themselves from each other  
by brand. All that counts is price and 
timetable, so no airline can charge a 
premium.

Too subject to the vagaries of the price  
of oil. Fuel represents an average of 
about 20% to 25% of an airline’s total 
costs, and although companies can 
hedge the cost in the futures market, 
they are generally helpless to control 
this volatile expense. 

Too capital intensive and debt ridden. 
Airlines need to invest heavily in planes 
through either purchases or leases, 
which means either raising equity (it’s 
difficult to attract investors in an indus-
try that’s not very profitable) or issuing 

THE WIDER AVIATION SECTOR OFFERS A CHANCE TO PROFIT FROM 
MORE OF THE WORLD’S POPULATION GOING UP IN THE AIR. 

INVESTINGINVESTING   Commentary
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A STORMY COMBINATION  
of Russia’s invasion of 
Ukraine, a COVID-19  
shutdown in China and  
a market-wide rejection  
of growth-focused stocks 
hurt BARON EMERGING MAR-

KETS in early 2022. As a  
result, the fund has fallen 
33.9% over the past 12 
months, compared with  
a 26.3% loss in the MSCI 
Emerging Markets index. 
It also didn’t help that  
the fund invests in compa-
nies of all sizes, as smaller  
ones underperformed 
their larger counterparts 
worldwide, on the whole. 

At the start of 2022, 
manager Michael Kass 
held nearly 7% of the 
fund’s assets in Russian 
stocks and 33% in Chinese 
shares, and both stakes 
proved problematic. The 
Ukraine invasion eventu-
ally triggered a write-down 
of Russian stocks to near 
zero. Kass was able to un-
load some of his stakes for 
roughly 50 cents on the 
dollar, so not all of his 
Russian investments went 
to zero. But in the end, the 
devaluation still hurt the 
fund marginally, he says.

A sharp sell-off dented 
Chinese shares, which 
were already struggling  
as investors worried that 
China would support  
Russia or, worse, invade 
Taiwan. And a COVID 

outbreak prompted harsh 
lockdowns. “China has 
been the biggest negative 
for our relative perfor-
mance,” says Kass. But 
China isn’t supporting 
Russia in the way people 
feared, COVID restric-
tions are relaxing a bit, 
and a tech-sector crack-
down is easing. That’s  
part of the reason he’s not 
trimming holdings there. 

Kass invests in firms  
of all sizes with growth 
themes in mind, such  
as India’s economic re-
forms—which he says are 
“coming into the money 
now”—and global themes 
such as financial technol-
ogy and digitization. Tai-
wan Semiconductor Man-
ufacturing and Samsung 
Electronics are top hold-
ings. The fund’s returns 
can be uneven—its one-
year return ranks behind 
86% of diversified emerg-
ing-markets funds; its 
2020 gain was in the top 
17%. But the fund’s 10-year 
gain beat the EM index. 

Kass says emerging 
markets could soon start 
to outperform developed 
markets. The dollar is 
peaking, a plus for emerg-
ing countries, and the 
earnings outlook is im-
proving relative to the  
rest of the world, he says.  
NELLIE S. HUANG 
Nellie_Huang@kiplinger.com
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Geopolitical Storm

KEY DATA FOR OUR MUTUAL FUND PICKS
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U.S. Stock Funds Symbol

Annualized 
total return Expense 

ratio1 yr. 5 yrs.  10 yrs. Yield

DF Dent Midcap Growth DFDMX –32.9% 7.1% 10.9% 0.0% 0.98%

Dodge & Cox Stock DODGX –12.7 7.8 11.6 1.6 0.51

Fidelity Blue Chip Growth FBGRX –33.3 12.4 14.7 0.0 0.79

Mairs & Power Growth MPGFX –17.7 8.2 10.5 0.7 0.61

Parnassus Mid-Cap PARMX –21.8 4.0 8.5 0.0 0.96

T. Rowe Price Dividend Growth PRDGX –10.6 9.9 11.7 1.1 0.62

T. Rowe Price QM US Sm-Cp Gro PRDSX –24.2 5.7 10.5 0.0 0.78

T. Rowe Price Small-Cap Value PRSVX –19.1 5.0 9.1 0.4 0.78

Primecap Odyssey Growth POGRX –19.1 6.7 12.0 0.1 0.65

Vanguard Equity-Income VEIPX –4.8 7.6 10.3 2.8 0.28

Annualized 
total returnInternational  

Stock Funds Symbol
Expense 

ratio1 yr. 5 yrs.  10 yrs. Yield

Baron Emerging Markets BEXFX –33.9% –3.3% 2.3% 2.3% 1.33%

Brown Cap Mgmt Intl Sm Co BCSVX –36.9 4.8 — 0.0 1.31

Fidelity International Growth FIGFX –28.5 2.5 5.5 0.6 0.99

Janus Henderson Glbl Eq Inc HFQTX –12.3 0.0 3.7 4.4 0.94

Annualized 
total return

Specialized Funds Symbol
Expense 

ratio1 yr. 5 yrs.  10 yrs. Yield

Fidelity Select Health Care FSPHX –14.0% 9.7% 14.4% 0.0% 0.68%

T. Rowe Price Global Technology PRGTX –54.6 3.1 13.9 0.0 0.86

TCW Enhanced Comm Strat N TGABX 11.7 9.0 –0.3 3.3 0.75

Annualized 
total return

Bond Funds Symbol
Expense 

ratio1 yr. 5 yrs.  10 yrs. Yield

Fidelity Interm Muni Income FLTMX –8.2% 0.9% 1.6% 3.1% 0.32%

Fidelity Strategic Income FADMX –12.9 1.0 2.4 5.4 0.66

Met West Total Return Bond M MWTRX –16.5 –0.4 1.0 3.9 0.65

T. Rowe Price Floating Rate PRFRX –1.9 2.5 3.1 5.6 0.75

TIAA-CREF Core Impact Bond TSBRX –15.4 –0.5 1.2 3.9 0.64

Vanguard Emerg Mkts Bond VEMBX –20.4 1.5 — 7.7 0.55

Vanguard High-Yield Corporate VWEHX –11.6 1.5 3.5 7.1 0.23

Vanguard Short-Term Inv-Grade VFSTX –8.1 0.6 1.2 4.6 0.20

Annualized 
total return

Indexes 1 yr. 5 yrs.  10 yrs. Yield

S&P 500 INDEX –16.0% 9.3% 11.7% 1.8%

RUSSELL 2000 INDEX* –23.4 3.7 8.7 1.5

MSCI EAFE INDEX† –23.2 –0.4 3.6 3.6

MSCI EMERGING MARKETS INDEX –26.3 –1.7 1.2 3.6

BLOOMBERG U.S. AGG BOND INDEX# –14.6 –0.3 0.9 4.8

As of October 7, 2022.  *Small-company U.S. stocks.  †Foreign stocks.  #High-grade U.S. bonds.   
—Fund not in existence for the entire period.  SOURCES: Fund companies, FTSE Russell, Morningstar Inc., 
MSCI, S&P Dow Jones Indices.  Yields listed for bond funds are SEC yields, which are net of fees;  
stock fund yields are the yield for the past 12 months. NA indicates not available.
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MONEY MOV
Follow these strategies to save money 
and shape up your personal finances. 
But act before New Year’s Eve or you’ll 
be late to the party. 

PHOTOS BY C.J. BURTON

TRIM YOUR 2022 TAX BILL
Don’t buy a tax liability. During the month of De-
cember, many mutual funds pay out dividends 
and capital gains that have built up during the 
year. If you own shares on what’s known as the 
ex-dividend date, you’ll have to pay taxes on the 
payouts, even if you reinvest the money. 

Given the poor performance of the stock mar-
ket this year, you may not think this will be a 
problem. But some funds are still sitting on large 
gains from 2021 and may have been forced to sell 
some of those winners to meet investor sell or-
ders. So you could get hit with a capital gains dis-
tribution even if your fund lost money this year. 

SMOOTH
YEAR-END
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year-end. Potential deductions  
include:

Property taxes. Itemizers can de-
duct up to $10,000 in state and local 
taxes. If you haven’t reached that  
maximum for the year and your mu-
nicipality allows it, pay a tax bill due 
in January in December so you can  
deduct it from your 2022 taxes. 

Charitable contributions. If you  
contribute about the same amount  
to charity every year, doubling up in 
one year (assuming you can afford it) 
and skipping the next could enable you 
to deduct those contributions. Using  
a donor-advised fund, which allows 
you to make a deductible contribution 
now and decide where to donate later, 
is a particularly effective way to get a 
tax break for your charitable contribu-
tions. (For more on giving to charity, 
see page 42.) 

Medical expenses. This deduction  
is limited to unreimbursed medical 
expenses that exceed 7.5% of your ad-
justed gross income. That limitation 
puts the deduction out of reach for 
many taxpayers. But if you had high 
medical bills in 2022 from a major  
surgery or a chronic health condition, 

Round up deductible expenses. In 2022, 
the standard deduction is $12,950  
for singles or $25,900 for married  
couples who file jointly. That means 
the majority of taxpayers will claim 
the standard deduction on their  
2022 tax return. But if you’re within 
shouting range of itemizing, you can 
lower your tax bill by bunching to-
gether deductible expenses before 

Mutual funds typically publish an 
estimate of their capital gains distri-
butions in November or December, 
along with the date of the distribution. 
Estimates are on a per-share basis, so 
if you figure out how many shares you 
have, you can gauge the size of your 
distribution. 

If you get hit with a distribution, re-
view your portfolio to see if you have 
any mutual funds, stocks or bonds that 
have declined in value since you pur-
chased them. Selling them before 
year-end will provide losses to offset 
your gains. And if you’re planning to 
shop for fund shares that have been 
beaten down in the bear market, call 
the fund company or check its website 
to get the date and estimated amount 
of year-end distributions before you 
buy. The estimates are often reported 
as a percentage of a fund’s current 
share price. A distribution of 2% to  
3% of the share price probably won’t 
cause you a lot of tax headaches, but  
if the fund estimates it will pay out 
20% to 30% of the share price, wait 
until after the distribution to buy—or 
consider investing in a different fund. 
SANDRA BLOCK

TAX BREAKS FOR NON-ITEMIZERS
Some money-saving tax breaks 
are available even if you don’t 
itemize, but you may need to act 
before year-end to take advan-
tage of them.

Deduction for teachers. More 
than 90% of teachers use some 
of their own money to buy class-
room supplies. If you’re an edu-
cator who has subsidized the 
cost of art supplies or white-
boards for your classroom, you 
can deduct up to $300 of your 
out-of-pocket costs. If you’re 
married and you file jointly with 
your spouse, and your spouse is 
also an eligible educator, you can 

deduct up to $600 of eligible 
classroom expenses. An eligible 
educator is considered to be  
anyone who works as a teacher, 
instructor, counselor, principal or 
aide at a school for kindergarten 
through 12th grade.

College courses. The American 
Opportunity tax credit is worth 
up to $2,500 to offset the cost 
of tuition and other eligible ex-
penses incurred by students  
who are in their first four years  
of undergraduate study. If you 
haven’t already maxed out on  
eligible expenses, prepaying  
tuition due in January will lower 

your tax bill. A credit is more 
valuable than a deduction be-
cause it represents a dollar-for-
dollar reduction in your tax bill. 

Joint filers qualify for the full 
credit if their modified adjusted 
gross income is $160,000 or less. 
Single filers get the full amount 
with a modified AGI of $80,000 
or less. The credit is gradually  
reduced to zero for married  
couples with a modified AGI be-
tween $160,000 and $180,000, 
and for single taxpayers with a 
modified AGI between $80,000 
and $90,000. 

If you or someone in your 
household is in graduate school, 

you may be eligible for the Life-
time Learning tax credit.  With 
this credit, you can claim 20%  
of the first $10,000 of out-of-
pocket costs for college tuition, 
fees and books, for a total maxi-
mum credit of $2,000. 

Unlike the American Opportu-
nity credit, the Lifetime Learning 
credit is not limited to under-
graduate educational expenses. 
There’s also no limit on the num-
ber of years the Lifetime Learn-
ing credit can be claimed for 
each student. The income 
phase-outs are the same as 
those for the American Opportu-
nity tax credit. S.B.

You can lower 
your tax bill  
by bunching 

together 
deductible 
expenses 

before  
year-end.
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Avoid an April surprise. This is a good 
time to check your withholding to 
make sure you won’t owe a big tax 
bill—and possibly an underpayment 
penalty—next year. There’s still time 
to have additional funds withheld 
from your final paychecks or make an 
estimated tax payment. 

Use the IRS’s Tax Withholding Esti-
mator to determine whether you 
should file a new Form W-4 with your 
employer and increase the amount of 
taxes withheld from your paycheck 
before the end of the year. You’ll need 
your most recent pay stub and a copy 
of your 2021 tax return to help esti-
mate your 2022 income. If it looks as if 
you’re going to owe money when you 
file your next tax return, the IRS tool 
will tell you how much extra with-
holding you should put down on line 
4(c) of Form W-4 to catch you up on 

such as long COVID, you may be able 
to cross this threshold. If you’re close, 
consider scheduling discretionary 
medical or dental procedures and  
appointments before year-end. The  
list of eligible expenses includes den-
tal and vision care, which may not  
be covered by your insurance. For  
the complete rundown, see IRS Publi-
cation 502. S.B.

Make gifts. In 2022, you can give away 
up to $16,000 ($32,000 if you’re a mar-
ried couple) to as many people as you’d 
like without filing a gift tax return. 
This is a smart strategy for a couple of 
reasons. Although the current federal 
estate tax exclusion is $12.06 million 
($24.12 million for couples), it will 
drop to about $6 million in 2025 un-
less Congress extends the provision in 
the Tax Cuts and Jobs Act that applies 
to estate taxes. In addition, 12 states 
and the District of Columbia have much 
lower estate tax exemptions; Oregon’s 
kicks in for estates valued at $1 million 
or more (see “Good Reasons to Review 
Your Estate Plan,” on page 50). 

In order for the gift to count toward 
the 2022 exemption, you must give the 
money away before December 31, says 
Ed Slott, founder of IRAhelp.com. You 
can give away even more money, tax-
free, by making direct payments to 
cover a beneficiary’s medical bills or 
college tuition costs. There are no lim-
its on the amount you can give as long 
as the payments are made directly to a 
medical or educational institution. S.B.

Contribute to a 529 plan. You can’t de-
duct contributions to a 529 college-
savings plan from your federal taxes, 
but you may be able to lower your state 
taxes by making a contribution before 
year-end. More than 30 states and the 
District of Columbia provide a state 
tax deduction or credit for 529 plan 
contributions, usually to your own 
state’s plan. New York, for example, 
offers a deduction of up to $10,000 for 
a married couple.

Similarly, if someone in your family 
has special needs, you may be able to 

snag a state tax deduction by contrib-
uting to an ABLE (Achieving a Better 
Life Experience) account. ABLE ac-
counts are tax-advantaged plans that 
allow individuals with disabilities to 
save for ongoing expenses without 
threatening their eligibility for crucial 
government support, such as Supple-
mental Security Income or Social  
Security Disability Insurance. 

Anyone can contribute to an ABLE 
account as long as their individual 
contributions don’t exceed $16,000 
(the gift tax exemption for 2022),  
and some of that money may be de-
ductible from state taxes. Michigan, 
for example, allows residents who  
contribute to its ABLE account to  
deduct up to $5,000 (or $10,000 for  
a married couple). For more informa-
tion on ABLE accounts, go to www 
.ablenrc.org. S.B.
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capital gains you’ve accumulated 
through the years. “Charitable giving 
is a smart way to minimize taxes and 
maximize your impact on the causes 
that matter to you,” says Kaynor.  
EMMA PATCH

SHORE UP YOUR 
INVESTMENTS
Diversify your portfolio. Among the 
many investing disappointments of 
2022 is that bonds largely failed in 
their role as a portfolio diversifier. 
Typically, when stocks are sinking, 
bonds tend to hold up, providing the 
zig to stocks’ zag. But not this time. 

It would be a mistake, however,  
to let an outlier year derail your com-
mitment to diversification, and a year-
end review of your asset allocation is  
a good time to make sure that you’re 
spreading your money among a variety 
of asset classes and investing styles, 
here and abroad. That will ensure—at 
least over the long haul—that when 
one part of your portfolio is struggling, 
another can pick up the slack. 

For proof, consider a table of in-
vestment returns over the 20 calen-
dar years through 2021 compiled by 
investing consultant Callan. U.S. 
large-company stocks logged the  
best returns in three of those years; 
U.S. small caps and real estate stocks 
each came in first four times; and 
emerging-markets stocks led in five  
of the 20 years.

Don’t ignore so-called “alternative” 
assets as well, such as a commodity 
fund or one that uses hedge-fund-like 
strategies to seek gains in up or down 
markets. TCW Enhanced Commodity 
Strategy (symbol TGABX) and Boston 
Partners Global Long/Short (BGRSX) 
are good examples. Both have wran-
gled nice gains in 2022’s tough market. 
ANNE KATES SMITH

Build a bond ladder. Fixed-income in-
vestors who want to catch the tide of 
rising interest rates can build a bond 
ladder. A ladder involves spreading 
your investments across securities 

you could try bunching your 2022 and 
2023 charitable contributions together 
before the end of 2022. Using that 
strategy, you’d itemize deductions in 
2022 and take the standard deduction 
in 2023. 

For 2022, the deduction limits for 
gifts to public charities, including  
donor-advised funds (see below),  
are 30% of adjusted gross income for 
contributions of noncash assets if the 
assets were held for more than one 
year and 60% of AGI for contributions 
of cash.

Consider a donor-advised fund. A donor-
advised fund makes it even easier to 
deduct charitable contributions on 
your tax return. You put money or 
other assets into the fund, and if you 
itemize, you can claim the tax deduc-
tion up front. You can decide later 
which nonprofits you’d like to receive 
the money.

You’ll find donor-advised funds 
with no minimum investment amount 
required at Schwab and Fidelity. Van-
guard also offers a donor-advised fund 
(minimum investment is $25,000). 
Even if you don’t itemize and choose 
to take the standard deduction, giving 
appreciated assets to a donor-advised 
fund can provide a tax benefit because 
you may eliminate paying taxes on 

withholding for the year. Then, early 
next year, complete another W-4 for 
withholding in 2023.

In general, you don’t have to worry 
about a penalty if you owe less than 
$1,000 after subtracting withholdings 
and credits, or if you paid at least 90% 
of the amount of tax due for the cur-
rent year or 100% of taxes due the pre-
vious year, whichever is smaller. S.B.

GIVE TO CHARITY AND  
GET A TAX BREAK
It can be overwhelming to try to 
choose among the many causes that 
need support, but for the best tax 
strategy, choose soon. Charities must 
receive donations by December 31 for 
those contributions to qualify as char-
itable deductions on your 2022 tax  
return, and for some noncash contri-
butions, such as stocks, bonds and mu-
tual funds, the review and processing 
times can be several weeks or longer. 

There are various resources to help 
you vet charities you would like to 
support. Try CharityNavigator.org, 
CharityWatch.org or GuideStar.org  
for updated and detailed information 
on hundreds of thousands of nonprofit 
organizations. Once you identify the 
causes that matter most to you and  
the organizations you’d like to support, 
you can make a plan for your giving.

Start by deciding which assets you 
want to give and how to give them  
as efficiently as possible, says Fred 
Kaynor, of Schwab Charitable. A key 
factor for determining the tax benefits 
of a charitable gift is how it measures 
up to the annual standard deduction 
amount (see page 40). 

You can deduct your donations if 
you itemize deductions. But if you  
take the standard deduction, you  
no longer get a tax break for cash  
contributions—the special provision 
that allowed taxpayers to deduct up  
to $300 ($600 for joint filers) of chari-
table contributions expired in 2021. 
But if you estimate that the total of 
your itemized deductions will be be-
low the standard deduction for 2022, 

A donor-
advised fund 
makes it easy 

to deduct 
charitable 

contributions 
on your tax 

return.
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tial tax treatment. And because ex-
change-traded funds are inherently 
more tax-efficient than mutual funds, 
they’re fine to hold in taxable accounts 
whether they invest in bonds or 
stocks. NELLIE S. HUANG

TOP UP YOUR RETIREMENT 
SAVINGS
You have until the end of the year to 
contribute up to $20,500 to your 
401(k) for 2022 if you’re younger than 
50. You can put in an extra $6,500 if 
you’re 50 or older by the end of the 
year, for a total of $27,000. For IRAs, 
you have until the April 2023 tax- 
filing deadline to contribute the 
$6,000 maximum, or $7,000 if you’re 
50 or older. (For estimates of 2023  
limits, see page 14.)

If you’re self-employed, you may be 
able to stash even more into a retire-
ment account. You can make two types 
of contributions—one as an employer 
and one as an employee. As a sole pro-
prietor, if you want to make an em-
ployee contribution for 2022 (the same 

accounts, you’ve already paid income 
tax on the money you sock away and 
owe taxes only on the profits you 
pocket. They’re a good place for stocks 
you plan to hold for more than one 
year or that pay a dividend—both long-
term gains and dividends get preferen-

with staggered maturities. As portions 
of your investment mature, you can  
reinvest those proceeds in higher-
yielding rungs of the ladder. 

For investors who want to hold in-
dividual bonds directly, brokerage 
firms such as Fidelity and Schwab  
offer free and intuitive web tools that 
let you pick the spacing and the num-
ber of rungs (exactly when you want 
your bonds to come due), as well as 
which investments to use. It’s free  
to buy Treasuries and CDs through 
the websites of Schwab and Fidelity 
(and Schwab’s tool is limited to those 
securities). Both brokers require  
a minimum of $1,000 per bond or 
rung. Schwab sets a cap of 10 rungs 
per ladder; Fidelity has no ceiling.  
Fidelity offers other bonds, including 
corporates and municipals, and it 
charges a $1-per-bond commission  
if you buy on the secondary market 
through its website; there’s no fee to 
buy new issues. 

BlackRock and Invesco are among 
the exchange-traded fund providers 
that offer tools to help you build rungs 
of diversified portfolios of bonds that 
come due on your target dates. One big 
advantage of defined-maturity ETFs  
is their diversification, which means 
you don’t have to worry about the 
credit risk of a particular bond, says 
Michael Finke, an expert in financial 
advice and wealth management at  
the American College of Financial  
Services. BlackRock charges 0.07% of 
assets annually for its iShares funds; 
Invesco’s BulletShares have an ex-
pense ratio of 0.10%. KIM CLARK

Make sure your investments are in the 
right accounts. Determine whether 
your assets are in the right type of  
account. Placing assets into certain 
types of accounts, a strategy called  
asset location, can save on taxes. 
Bonds and income-oriented bond  
mutual funds, including closed-end 
funds, are best held in tax-sheltered 
accounts, where you stash money pre-
tax and pay income tax only on with-
drawals in retirement. But in taxable 

For maximum 
tax efficiency, 

be sure your 
investments 

are in the right 
accounts—a 

strategy called 
asset location .
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Investing for Income
Y ou—and us, too- are still unnerved by the power of this sudden bear market and 
traders’ inability to prevent massive 
daily and hourly swings. But stock 
and fund prices can recover. Mean-
while, it’s a calamity to lose critical 
portfolio income. So, it’s essential 
to look beyond principal losses 
and evaluate the certainty of every 
scheduled income payment. Our 
letter’s first mission is to discuss 
and advise on investment income.

If you’re sensibly diversified, 
as we suggest, you’re drawing cash 
from bank interest; municipal, 
government and corporate bonds; 
dividend-paying corporations; 
mortgage, credit and bank-loan 
funds; and pass-through income 
from real estate, oil and gas, and 
transportation providers. Some 
of the news from these fronts, 
such as grounded airplanes that 
threaten airport revenue and have 
already ended airline dividends, is 
dismal. Oil and gas income is also 
way down as pipeline and storage 
revenue suffers from surpluses and 
reduced consumption and exports. 

But other trends aren’t nearly 
as dire. It’s true that banks, state and 
local governments, major corpora-
tions and consumers’ cash positions 
were robust entering this crisis and 
can withstand a few more months, 
provided the government’s financial 
assistance and other relief actually 
feeds more cash into the economy 
and prevents mass bankruptcies and 
foreclosures. There will be some 
dividend cuts and bond defaults, but 
the shock-and-awe phase is over, 
now replaced by worry and concern.

For example, BBB-rated cor-
porate bonds, which are long-term 
winners and still a core income 
category, caught contagion from 
March’s violent selloff in junk 
bonds and the poor prospects for 

are resilient and backed by gener-
ally sound credit. There’s been 
some markdowns of municipal 
fund shares, but that’s because 
performance-chasing fund buyers—
“tourists” as fund managers call 
them—cut and run and the munici-
pal marketplace isn’t equipped for 
massive exit volumes. Losses like 
a 13% drop in the share price of 
the closed-end Nuveen Municipal 
Value fund (NUV) thus had little to 
do with creditworthiness and every-
thing to do with trading mechanics 
and herd mischief. That and similar 
funds’ income distributions remain 
safe. Ratings agencies have put 
some tax-free borrowers on watch 
for a possible downgrade, but such 
downgrades don’t come quickly or 
in bunches. If you own individual 
bonds, you need not worry anyway 
about daily price quotes.  Preferred stocks, another of 

our favored income categories, also 
took some punches although pre-
ferred shareholders must be paid 
before common stockholders get 
their dividends. Shares of the

After the Deluge: Picking Up the Pieces

industries like auto and airplane 
manufacturing. IShares iBoxx 
Investment Grade Corporate Bond 
ETF (symbol LQD) owns $35 bil-
lion of single-A and triple-B bonds 
and its 8.4% loss in the second week 
of March was as ugly and unex-
pected as anything in stocks. But in 
the subsequent three weeks, ending 
April 3, the fund regained more than 
half of its share price from before 
the coronavirus and reduced its 
monthly dividend only by a little.

Municipal bonds also got 
caught in the storm, but they, too, 

Volatility and portfolio damage will easewhen fear turns intoannoyance with daily life.

continued on next page ...

                    
Inside This Issue... Unless otherwise noted, prices and data are as of March 13, 2020Ask Jeff 

6
Are these investments safe; what’s going 

on with Annaly and Compass; and how to 

shelter from crashing oil and gas prices.
What’s New in Cash

7
The impact of machine trading on market 

volatility; beware of rising longer-term 

rates; and bank-loan-fund troubles.Flashback

7
Model Portfolios

8
The latest on our four rotating models: 

Dividend-A-Month, Tax-Exempt Income, 

Going for the Max, and Juiced-Up Cash.

Fixed-Income Fund Payouts Become Unfixed 3  
Debt and high-speed trading lead to an 

unpleasant fact of bond-fund life. 
REITs, Utilities and the Crash

4
This is trading panic, not a business issue, 

and isn’t the death of investing in real 

estate or water and power. Timely Tactic of the Month
4

There’s still room for a REIT that owns 

and manages student residences.   
Kiplinger’s 25 for Income

5
Bloody red galore, but we don’t think 

dividends will get the ax. 

Strategies to Boost Your Cash Yield

Unless otherwise noted, all prices are current as of March 13, 2020. Subscribe to Kiplinger’s Investing for Income for more timely rates and yields in every monthly issue.

PREFERRED INVESTOR COMPLIMENTARY ISSUE

Copyright 2020  •  The Kiplinger Washington Editors, Inc.  •  1100 13th Street NW  •   Suite 1000  •  Washington, DC 20005

Income Investing Strategies 
for an Uncertain Market

Special Report for subscribers to Kiplinger’s Investing for Income

At Kiplinger, we are forgiving 
when an otherwise triumphant 
stock, fund or sector goes into a 

tailspin. Investing hath no guarantees, 
and any company or money manager 
(or team) can have a slump. So we aren’t 
embarrassed that every member of the 
Kiplinger 25 for Income got slammed 
in March’s trading panic and liquidity 
crunch. The subsequent sharp recovery 
by the 25 (and others) brims now with 
righteous concern that the indexes and 
averages have already pilfered gains from 
the steady bounce-back we anticipated 
for late 2020 and into 2021. As the pan-
demic lingers and worsens, we thus pre-
dict heavy profit-taking (or loss-cutting) 
in the months ahead, as investors of all 
ages, sizes, sentiments and political per-
suasions hedge and exhale. Once again, 
if you have enough savings for life, or 
you do not expect to earn new money to 
replace your losses, we advise continued 
de-risking and a cautious approach to the 
reinvestment of interest and dividends. 

But 2020 has been so freaky that we 
also offer this comfort: We presume any 

investment that escaped the collapse with 
only slight damage did so on merit. And, 
given all of the unforeseen and second-
order business perils the crisis brought, 
these stalwarts are not always the outfits 
you might have expected (Boeing, Disney, 

continued on next page ...

positive back to ugly. This is possible. 
There is no fundamental reason why a 
stock index such as the Nasdaq keeps 
hitting all-time highs. Too much exuber-
ant money is chasing neon rainbows like 
Tesla and Zoom.

Let us now review what has stood up well 
to the year’s challenges and offers opportunity.

Exxon and Wells Fargo, we’re pointing 
at you). Good and bad performance 
and dividend stability or instability are 
widely dispersed within categories rang-
ing from banking and real estate to tech, 
transportation and utilities. The flat yield 
curve even affects credit and financial 
companies differently. It helps beneficia-
ries of cheap short-term funding, such 
as credit card banks. But it harms others, 
such as business development companies 
and mortgage real estate investment 
trusts, as the spread (the profit margin) 
between their cost of funds and the 
yields they earn on their assets shrinks. 

That said, our purpose here is to 
spotlight—and praise—income ideas 
well-placed to hold value and maintain 
distributions if the economic outlook 
and market action regress from cautiously 

We could extend this discussion, but 
let us now review what has stood up well 
to the year’s challenges and will likely 
offer opportunities and stability even in 
a longer or deeper disruption.

FULL FAITH AND CREDIT. The 
sense that mortgage and rent delinquen-
cies will soar encourages investment 
in government-guaranteed real estate 
loans—specifically, Ginnie Mae pools. In 
the GNMA world, if a borrower skips a 
payment, the Treasury ensures that inves-
tors collect “timely payment of principal 
and interest.” And although the yields on 
new mortgages are low, seasoned fixed-
rate mortgages, like long-term Treasury 
bonds, are gaining value. Representative 
GNMA funds from Fidelity, Pimco, 
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.com/links/rmd to determine the 
RMD amount for your IRAs. L.G.

Don’t overlook new rules governing in-
herited IRAs. Under the Setting Every 
Community Up for Retirement En-
hancement (SECURE) Act, which  
took effect in 2020, adult children  
and other non-spouse heirs are re-
quired to deplete inherited IRAs and 
other tax-deferred accounts within  
10 years of the death of the original 
owner. The law didn’t change the  
rules for surviving spouses, who can 
roll the money into their own IRAs  
or take withdrawals over their life  
expectancy.

Previously, non-spouse heirs could 
take withdrawals over their life ex-
pectancy, which reduced the size of 
annual withdrawals—and the tax bill. 
That rule still applies to IRAs inher-
ited before 2020. 

In the months after the SECURE 
Act took effect, many financial profes-
sionals assumed the new rules meant 
non-spouse heirs could wait until year 
10 to deplete their inherited IRAs, 
which would provide them a decade  
of tax-deferred growth. But earlier 
this year, the IRS issued guidance  
indicating that if the original owner 
had started taking RMDs, non-spouse 
heirs must take annual withdrawals 
based on their life expectancy and  
deplete the balance of the account  
in year 10. If the original owner died 
before taking RMDs, however, the 
heirs can wait until year 10 to deplete 
the account.

The guidance created considerable 
confusion for adult children (and  
others) who inherited an IRA in  
2020 and thought they had 10 years  
to deplete the account. To address this 
issue, the IRS said in October that it 
won’t enforce penalties for non-spouse 
heirs who fail to take an annual with-
drawal from an IRA inherited in 2020 
or 2021. (The penalty for not taking an 
RMD is 50% of the amount you should 
have taken.) Basically, if you fall into 
that category you can wait until 2023 
to take an annual withdrawal. But 

traditional IRA and 401(k) plans is 
April 3, 2023. Otherwise, you must 
take this year’s RMD by December 31, 
2022. (Note that if you delay your first 
distribution until 2023, you will end 
up taking two RMDs in 2023, which 
could lift you into a higher tax bracket 
for that year.) Use the tool at kiplinger 

limit applies as with a 401(k) from 
standard employment), you must es-
tablish your solo 401(k) and indicate 
that you plan to make an employee de-
ferral by the end of 2022. But you have 
until the April 2023 tax-filing deadline 
to make your employee contribution  
as well as your employer contribution 
(up to 20% of adjusted net earnings) 
for 2022. You can contribute a total  
of as much as $61,000—or $67,500 if 
you’re 50 or older. With a SEP IRA, 
you can contribute as much as 20%  
of your net self-employment income, 
with a $61,000 limit for 2022. You 
have until the April 2023 tax-filing 
deadline to establish and fund your 
SEP IRA for 2022. LISA GERSTNER

MANAGE YOUR 
RETIREMENT ACCOUNTS
Take RMDs. If you turned 72 in 2022, 
the deadline to take your first re-
quired minimum distribution from 

MAX OUT YOUR EMPLOYEE BENEFITS
If you had a health care 
flexible spending account 
this year, you may have to 
spend your funds before the 
end of the year so you don’t 
forfeit any money in the ac-
count. The carryover excep-
tions enacted in response 
to COVID-19 are set to ex-
pire at the end of this year. 
Starting next year, you can 
only carry over up to $570. 

Say you contributed the 
2022 maximum of $2,850 
to your account and carried 
over $700 from 2021, for a 
total account balance of 
$3,550. Because you can 
only carry over $570 of that 
amount in 2023, you will be 
left with as much as $2,980 
to spend by December 31.

Look for any outstanding 

claims that you can submit 
for reimbursement or any 
claims you may have for-
gotten. If you still have 
funds left to spend, make 
doctor’s appointments  
for you or your family and 
use FSA funds for the co-
payments or deductibles. 

You can also load up  
on over-the-counter medi-
cines, feminine-hygiene 
products, diabetes test 
strips, COVID tests and 
more from your local phar-
macy. Or get a second pair 
of glasses or an electric 
toothbrush. For a full list of 
qualified medical expenses, 
go to www.fsastore.com/
fsa-eligibility-list.aspx.

You can also choose to 
load up on qualifying medi-

cal expenses if you have a 
health savings account—or 
you can decide to max out 
your account and roll the 
money over, because there’s 
no deadline for tapping the 
money in an HSA. Maximum 
contribution limits for 2022 
are $3,850 for self-only cov-
erage or $7,750 for family 
coverage. Workers who are 
55 and older at the end of 
the year can put in an extra 
$1,000 in catch-up contri-
butions as well. However, 
the amount you can con-
tribute is reduced if your 
employer also contributes 
to your account. 

You generally can’t have 
a health care FSA and an 
HSA with the same insur-
ance plan. RIVAN STINSON

If you’re self-
employed, you 

may be able  
to stash even 

more in a 
retirement 

account.
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to $28,200 per person, and Medicare 
decided to limit coverage to beneficia-
ries with diagnoses of mild cognitive 
impairment who are participating in 
clinical trials. S.B.

MAKE A DEBT-REPAYMENT 
PLAN
The debt alarm bells have been going 
off all year, and now is not the time to 
hit the snooze button again. Personal 
debt is heading up again, and the  
Federal Reserve has been hiking inter-
est rates all year—with two more in-
creases almost certainly on the way in 
November and December—in an effort 
to combat the highest inflation the 
U.S. has seen in decades. Kiplinger 

since you still have to deplete the  
account within 10 years, you may  
want to start taking them anyway.  
Unless the IRA you inherited was  
substantial, the RMD probably won’t 
be very large. For example, a 50-year-
old who inherited an IRA worth 
$200,000 would be required to with-
draw $5,848—about 3% of the total— 
in the first year. S.B. 

ESTIMATE YOUR MEDICARE 
PREMIUMS
If you’re eligible for Medicare in 2023, 
now is a good time to estimate your 
out-of-pocket costs. Depending on 
your health and the type of plan you 
select (see “Choose the Right Medi-
care Plan,” Nov.), those expenses can 
be significant. 

Fortunately, some of those costs will 
decline next year. Standard monthly 
premiums for Medicare Part B, which 
covers doctor’s visits, physical therapy, 
diagnostic tests and other outpatient 
care, will be $164.90 in 2023, down 
from $170.10 in 2022. The annual Part 
B deductible will also decrease to 
$226, down from $233 in 2022.

The Medicare Part B surcharge,  
imposed on high-income seniors, will 
fall slightly. It will range from $230.80 
to $560.50, depending on your 2021 
modified adjusted gross income. In 
2022, the surcharge ranged from 
$238.10 to $578.30.

Premiums for Part D prescription-
drug plans will also decline in 2023. 
The average premium will be $31.50 a 
month, compared with $32.08 in 2022. 
Premiums for specific plans vary, so 
they may be higher or lower than that 
amount for your plan. Meanwhile,  
the coverage gap for Medicare benefi-
ciaries’ drug costs will increase to 
$4,660, up from $4,430 in 2022. Once 
in the coverage gap, beneficiaries re-
ceive a 75% discount on the cost of 
their brand-name and generic drugs. 
You’ll be eligible for catastrophic  
coverage after paying $7,400 out of 
pocket, up from $7,050 in 2022. Once 
this coverage kicks in, beneficiaries 

pay significantly lower co-payments  
or coinsurance for covered drugs. 

A decline in Medicare premiums is 
unusual, but 2022 saw unusually high 
increases. The Centers for Medicare 
and Medicaid Services hiked Part B 
premiums by more than 14% from a 
year earlier. The reason cited: rising 
health care costs and an increase in 
the use of health care services covered 
by Medicare. 

The CMS also cited the potential 
cost of Aduhelm, which was approved 
by the Food and Drug Administration 
as a treatment for Alzheimer’s. The 
initial estimated cost of this contro-
versial drug was $56,000 per person. 
However, drug maker Biogen has since 
reduced the annual price of Aduhelm 
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are correct. If you see an error—for  
example, a late payment or an account 
you don’t recognize—use the bureau’s 
online dispute form or write to the  
bureau to dispute the error. If an error 
appears on two or three reports, you’ll 
have to contact each bureau reporting 
the error. 

To help spot errors sooner, sign up 
for a free credit-monitoring service at 
sites such as CreditKarma, CreditWise 
by Capital One or Credit Journey from 
Chase. Set up your account to receive 
e-mail or text alerts on new credit in-
quiries or new account openings. You 
do not have to be a current Capital  
One or Chase customer to use their 
services. All three require personal  
information such as your Social Secu-
rity number, home address and date  
of birth to confirm your identity. 

As a nearly bulletproof defense 
against fraud, freeze your credit. A 
freeze blocks lenders from viewing 
your credit report in response to an 
application for new credit, and it’s free 
to place one on each of your reports. 
Before you apply for a loan or credit 
card, you can temporarily lift the 
freeze. For more information on  
how to freeze your accounts, go to  
kiplinger.com/kpf/freeze. R.S.

FOR QUESTIONS OR COMMENTS, SEND AN E-MAIL TO  
FEEDBACK@KIPLINGER.COM.

TRIPLE-CHECK YOUR 
CREDIT REPORTS
Recently, the three major credit re-
porting bureaus—Equifax, Experian 
and TransUnion—announced that 
they will extend a pandemic provision 
that allows consumers to check their 
credit reports once a week. From now 
until the end of 2023, you can go to 
www.annualcreditreport.com and 
download all three of your credit  
reports for free on a weekly basis. 

Double-check that all addresses  
and accounts listed on each report  

forecasts inflation to end up at 7.7% 
this year and foresees a possible rate 
hike or two in early 2023.

If you’re carrying credit card debt, 
it’s costing you more. Variable rates, 
such as those on credit cards, increase 
as the Fed rate increases. However, you 
have ways to slow down the rate clock. 

If you’re expecting a holiday bonus, 
use the funds to pay down or pay off 
your debt. If you have balances on 
multiple credit cards, pay off the card 
with the highest interest rate first, and 
go from there.

Or take advantage of a card with a 
0% or low-rate introductory offer on 
balance transfers. You’re essentially 
setting your interest rate clock back to 
zero. The strategy works as long as 
you pay down the balance during the 
interest-free period. 

For example, the Citi Simplicity card 
offers a 0% rate on balance transfers for 
the first 21 months. The card has no an-
nual fee. But make sure you read the 
fine print—balance transfers usually 
come with fees, and any balance  
left over will be hit with your card’s 
normal interest rate. The Citi card 
charges a balance-transfer fee of $5 or 
5% of the transferred balance, which-
ever is greater. Other cards with long, 
low intro rates include the Wells Fargo 
Reflect card and the Discover it. R.S.

As a nearly 
bulletproof 

defense 
against fraud, 

freeze your 
credit files at 
the big three 

credit bureaus.

DON’T MISS OUT ON STUDENT-LOAN FORGIVENESS
President Biden made headlines 
in late August when he finally 
delivered on his campaign 
promise to address student-
loan forgiveness. As of mid  
October, the Department of  
Education previewed what  
the application could look like, 
though it was not yet live.  
However, some provisions of  
the plan were still in limbo. And 
there’s confusion about who 
qualifies, whether beneficiaries 
of forgiveness will owe taxes (a 

few states will levy taxes)  
and how court challenges may 
affect the plan (see “Briefing,” 
Nov.). Another question: What if 
you already paid off your loans?

The answer: If you continued 
to make student-loan payments 
during the federal moratorium 
that paused payments—which 
began in March 2020 and ends 
December 31, 2022—you are eli-
gible to have those payments 
refunded to you by the DOE.

To request a refund, you will 

probably have to contact your 
loan servicer. Most servicers 
have information about student-
loan refunds on their website 
and should be able to help you 
determine whether your loan 
payments are eligible for refund.

Once you request a student-
loan refund, there may be a 
waiting period of, say, six to  
12 weeks before you receive  
your money. Generally, if you  
are eligible for a refund, your 
payments can be refunded to 

you in the same way that you 
made them. For example, if  
you made your payments elec-
tronically, your refunds can  
usually be sent to the same  
bank account that you used to 
make the original payments.  

In addition, the DOE has  
clarified that auto-debited  
payments are eligible to be re-
funded. Some borrowers may 
have already had their refund 
automatically applied to their 
account balance. R.S.
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H ardly a week goes by without 
news of a celebrity who died 
without a will, fracturing fami-

lies and enriching their attorneys. 
Maybe you’re smarter than that. You 
have a will and have named a power  
of attorney for finances and health 
care. But unless you regularly update 
these documents and beneficiary des-
ignations, your heirs could still find 
themselves in a legal morass after you 
die. Worse, some of your assets could 
end up going to a wrongful heir. 

The basic components of an estate 
plan include a will or living trust (or 
both), a living will, and a power of  
attorney for finances and health care 
(also known as a health care proxy). 
POA designations give an individual 
you trust the authority to manage your 
finances or make health care decisions 
in the event that you become incapaci-
tated. You can also use a power of at-
torney to designate an individual to 
manage your digital assets, such as 
your online and social media accounts. 

Some individuals use living trusts to 
avoid probate and designate a trustee 
to manage their assets after they die 
(see “The Lowdown on Living Trusts,” 
May). But whether your estate is simple 
or multi-layered, you should review all 
of your documents every three to five 
years, or more often if you experience a 
major life change, says Marcos Segrera, 
a financial adviser with Evensky & 
Katz, in Miami. We’ve provided a 
checklist on the facing page that you 
can use to determine whether you  
may need to update your estate plan. 

YOUR LEGACY

Good Reasons to Review 
Your Estate Plan
If you have a will or trust, congratulations. But you’re not done. BY SANDRA BLOCK

YOUR BENEFICIARIES 
Certain assets, such as your retire-
ment accounts and insurance poli-
cies, require you to name a benefi-
ciary who will inherit the account 
when you die. That ensures those  
assets will go directly to your ben-
eficiaries after you die, outside of  
probate. 

Beneficiary designations usually  
supersede instructions in your will or 
living trust, so it’s critical to get them 
right, says Letha McDowell, an attor-
ney with the Hook Law Center and 
president of the National Academy of 
Elder Law Attorneys. You should also 
name contingent beneficiaries in case 
you and the primary beneficiary— 
usually your spouse—die simultane-
ously or within a short period of time, 
McDowell says. Although 401(k) plans 
routinely remind participants to re-
view their beneficiaries, they rarely 
advise them to name a contingent ben-
eficiary, she says. 

If you don’t name a beneficiary— 
or the primary beneficiary prede-
ceases you and you don’t designate a 
new beneficiary—the proceeds will be 
paid to the estate, which means they’ll 
go through probate. This could signifi-
cantly delay the process of distributing 
assets in your estate, creating head-
aches and costs for your heirs. 

Federal law requires that qualified 
plans, such as 401(k) plans, go to the 
surviving spouse unless the spouse 
agrees to give up that protection. If 
you want those funds to go to some-
one other than your spouse—you’ve  
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remarried, for example, and want your 
adult children to inherit the money—
your spouse must sign a waiver giving 
up the right to receive funds. 

This spousal protection doesn’t ap-
ply to IRAs. In most states, you can 
name anyone you want as beneficiary 
of your IRA (a spousal waiver may be 
required if you don’t name your spouse 
and live in a community-property 
state). So while a spouse may be the 
default beneficiary of a 401(k), that 

protection disappears once the funds 
are rolled over to an IRA. 

NON-RETIREMENT ACCOUNTS 
While not required, you can—and 
should—arrange for bank and broker-
age accounts to pass directly to your 
heirs, outside of probate. This process 
is typically known as a transfer-on-
death (TOD) or payable-on-death ac-
count, and the forms should be avail-
able at your financial institution. You 

may prefer this option to a joint ac-
count, which will also bypass probate 
but gives the co-owner equal right  
to the assets in the account. With a 
TOD or payable-on-death account,  
you maintain control of the account 
until you die. The beneficiaries can 
claim the account outside of probate 
by producing proof of identity and  
a death certificate. 

As is the case with beneficiary des-
ignations, these accounts supersede 
your will or trust, so it’s important to 
make sure they’re up to date and have 
contingent beneficiaries.

A Planning Checklist
Use these questions to determine  
whether your estate plan is up to  
date and complete.

  Have you recently moved to another  
 state? 

  Have there been any changes in  
 federal or state laws affecting  
 estates since you drew up your  
 documents? 

  Do you need to update your power of  
 attorney for finances or health care? 

  Have any individuals named as  
 beneficiaries or fiduciaries (executor  
 or trustee) passed away?

  Have there been any marriages or  
 divorces since you drew up your  
 estate plan? 

  Do you have a plan for your digital  
 assets and information? 

  If you have a living trust, have you  
 conveyed all of the assets you want to  
 keep outside of probate to the trust? 

  Have you bought or sold a second 
 home? 

  Have any of your children turned 18  
 (or the age of majority in your state)  
 since you drew up your estate plan?

  Do you need to update any directives  
 in your living will?

  Are you planning to undergo a  
 health care procedure? 

  Do you need to review your health  
 care power of attorney to confirm  
 HIPAA authorizations?
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should make sure your choice of those 
beneficiaries hasn’t changed. 

CHANGE IN ACCOUNTS 
If you’ve rolled over 401(k) plans to 
IRAs or opened new bank or broker-
age accounts, you should make sure 
the beneficiary (or TOD) designations 
are correct. If you transfer a brokerage 
account to another firm, make sure 
any beneficiary designations will also 
transfer. While you’re at it, make sure 
all accounts with beneficiary designa-
tions are up to date, including 401(k)s 
you’ve left with former employers. ■

YOU CAN CONTACT THE AUTHOR AT SANDRA _BLOCK@ 
KIPLINGER.COM.

2008, should go to his former wife be-
cause she was named as the benefi-
ciary on the policy. Hillman’s widow 
received none of the money. 

DEATH OF A SPOUSE 
Because most couples name each other 
as beneficiaries, surviving spouses 
need to update their beneficiary desig-
nations as soon as possible. This may 
not be top of mind when you’re griev-
ing, but it will make probate much eas-
ier for children and other survivors af-
ter you die. (You’ll need to update your 
will and living trust, too.) If you’ve 
named contingent beneficiaries, you 
may not need to take this step, but you 

If you change a beneficiary designa-
tion, you should receive a confirma-
tion from the account. Store that con-
firmation with your other estate- 
planning documents, McDowell says. 

MARRIAGE OR DIVORCE 
State laws vary with respect to current 
and former spouses, but there have 
been some unfortunate cases in which 
a life insurance payout went to an ex 
because the original owner failed to 
update the policy’s beneficiary. In 
2013, the Supreme Court ruled that 
the proceeds of a $124,500 federal life 
insurance policy taken out by Warren 
Hillman, who died of leukemia in 

Although beneficiary designa-
tions, along with a living trust, 
will keep your assets out of 
probate, those measures won’t 
shield your heirs from federal  
or state estate taxes.

In 2022, estates valued at  
up to $12.06 million ($24.12 mil-
lion for a married couple) are 
excluded from federal estate 
taxes. (The 2023 exemption 
hadn’t been announced when  
Kiplinger’s went to press.)  
However, it will drop to about 
$6 million in 2025 unless Con-
gress extends the estate tax 
provision of the Tax Cuts and 
Jobs Act. In addition, 12 states 
and the District of Columbia 
have much lower estate tax ex-
emptions. Oregon’s kicks in for 
estates valued at $1 million or 
more. 

You can reduce or avoid fed-
eral and state estate taxes by 
giving money away while you’re 
alive. In 2022, you can give up 
to $16,000 to as many people 
as you want without reducing 
your estate tax exclusion, and 

your spouse can give up to the 
same amount.

New rules for IRAs. While 
even a $6 million threshold 
would exclude most estates 
from federal estate taxes, your 
adult children (or other non-
spouse heirs) could still find 
themselves on the hook for a 
big tax bill if they inherit a tra-
ditional IRA. 

Before 2020, beneficiaries  
of inherited IRAs (or other tax-
deferred accounts, such as 
401(k) plans) could transfer the 
money into an account known 
as an inherited (or “stretch”) 
IRA and take withdrawals over 
their life expectancy. This en-
abled them to minimize with-
drawals, which are taxed at  
ordinary income tax rates. 

But under the Setting Every 
Community Up for Retirement 
Enhancement (SECURE) Act of 
2019, adult children and other 
nonspouse heirs who inherit an 
IRA must either take the lump 
sum—and pay taxes on the  

entire amount—or transfer the 
money to an inherited IRA that 
must be depleted within 10 
years after the death of the 
original owner. And under guid-
ance issued by the IRS earlier 
this year, many heirs who 
choose the latter approach 
must take annual withdrawals, 
based on their life expectancy, 
and deplete the balance of the 
account in year 10. (If the origi-
nal owner died before taking 
required minimum distribu-
tions, the heirs can wait until 
year 10 to deplete the account.) 

The 10-year rule doesn’t ap-
ply to surviving spouses. They 
can roll the money into their 
own IRA and allow the account 
to grow, tax-deferred, until 
they must take RMDs, which 
currently start at age 72. Alter-
natively, spouses can transfer 
the money into an inherited IRA 
and take distributions based on 
their life expectancy. 

The Roth workaround. If you 
want to minimize the tax bill 
for your heirs, one option is to 
convert some or all of your IRA 
to a Roth. Inherited Roth IRAs 
are also subject to the 10-year 

rule for non-spousal heirs, but 
with a critical difference: With-
drawals are tax-free. 

When you convert money  
in a traditional IRA to a Roth, 
you must pay taxes on the con-
version. But this is an instance 
in which the bear market could 
be your ally, because the taxes 
are based on the value of the 
IRA when you convert. 

Before converting any funds, 
compare your tax rate with 
those of your heirs. If your tax 
rate is much lower, converting 
could make sense. The math is 
less compelling if your heirs’ 
tax rate is lower than yours, 
particularly if a conversion 
could kick you into a higher tax 
bracket. In addition, a large 
conversion could trigger higher 
Medicare premiums and taxes 
on Social Security benefits.

One of the advantages of 
converting toward the end of 
the year is that you should have 
a pretty good idea of your 2022 
income, which will make it eas-
ier to estimate how much the 
conversion will cost, says Ed 
Slott, founder of IRAhelp.com 
(for more year-end money tips, 
see page 38). 

KIPTIP

LOWER YOUR HEIRS’ TAX BITE
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TOP CHECKING ACCOUNTS
Must meet activity requirements*

know if their scores were 
higher or lower during this 
three-week period because 
of the programming issue,” 
says credit expert John  
Ulzheimer, author of The 
Smart Consumer’s Guide to 
Good Credit. You would have 
to have Good Will Hunting 
knowledge of scoring mod-
els and know exactly how 
Equifax misprogrammed 
your credit report, he adds.

However, there is a back-
door way to make an edu-
cated guess. If you did apply 
for credit, try to track down 
either your “Adverse Action 
Notice” or your “Risk Based 
Pricing Notice,” which de-
tails the terms and condi-
tions of your credit ap-
proval. Both should indicate 
which report was pulled by 
the lender to determine 
your loan eligibility.

Finally, ask yourself: Was 
your application denied, or 
approved at a higher interest 
rate than expected? 

If you applied for credit 
and the lender pulled your 
Equifax report, contact the 
lender and ask whether your 
application was affected by 
the coding issue. 

The good news is that  
the information in your 
Equifax credit report was 
not affected and should be 
accurate. However, you do  
need to periodically check 
your report for errors.  
RIVAN STINSON 
Rivan_Stinson@kiplinger.com

DID EQUIFAX BOTCH 
YOUR CREDIT SCORE?

CREDIT

THIS PAST AUGUST, EQUIFAX, 
one of the three major 
credit bureaus, announced 
that a coding error had led 
to erroneous credit scores 
for some consumers. The  
algorithm snafu took place 
between March 17 and April 
6, with roughly 300,000 
consumers affected. Their 
scores were boosted—or 
lowered—by 25 points.

The three-week-long 
glitch in your score would 
not have mattered unless 
you had applied for credit 

during that time. Credit here 
means applying for a new 
credit card, a mortgage, or  
a home equity or auto loan. 
In that case, a lower score 
could have raised the inter-
est rate you were charged. 
Your FICO score, for exam-
ple, is scored on a range of 
300 to 850. Typically, the 
higher your credit score, the 
lower the interest rate you 
are offered. 

Were you affected? Unfortu-
nately, figuring out whether 
you were affected is not as 
cut and dried as you may 
think. “There is absolutely 
no way a consumer would 

RATE UPDATES
For the latest savings yields 
and loan rates, visit kiplinger 
.com/links/rates. For top  
rewards cards, go to kiplinger 
.com/kpf/rewardscards.

*Fund is waiving all or a portion of its expenses. #Money market deposit account. †Internet only. 
μUFB Direct’s money market account has a similar yield. &Must be a member; to become a member, 
see website or call. SOURCES: Bankrate, DepositAccounts, Money Fund Report (iMoneyNet).

YIELD BENCHMARKS

*To earn the maximum rate, you must meet requirements such as using your debit card several 
times monthly and receiving electronic statements.  †Portion of balance higher than listed range 
earns lower rate or no interest. &Must be a member; to become a member, see website. ‡Requires 
spending $1,000 or more monthly in CCU Visa credit card purchases. SOURCE: DepositAccounts.

Consumers Credit Union (Ill.)& 5.00‡ $0–$10,000 myconsumers.org

La Capitol FCU (La.)& 4.25 0–3,000 lacapfcu.org

Genisys Credit Union (Mich.)& 4.07 0–7,500 genisyscu.org

Ideal Credit Union (Minn.)& 4.00 0–20,000 idealcu.com

High-Yield Checking

Annual 
yield as  
of Oct. 7

Minimum
amount

Website
 (www.)

Savings and Money Market 
Deposit Accounts
Merchants Bank of Indiana (Ind.)# 3.05% $50 merchantsbankofindiana.com

CFG Bank (Md.)# 3.03 1,000 cfg.bank

Dollar Savings Direct (N.Y.)† 3.01 0 dollarsavingsdirect.com

UFB Direct (Calif.)†μ 3.01 0 ufbdirect.com

Annual 
yield as  
of Oct. 7

Minimum
amount

Website
 (www.)

Certificates of Deposit
1-Year
State Bank of Texas (Texas) 3.85% $25,000 statebnk.com

Merrick Bank (Utah) 3.85 25,000 merrickbank.com

Lafayette Federal Credit Union (Md.)& 3.80 500 lfcu.org

CFG Bank (Md.) 3.75 500 cfg.bank

Annual 
yield as  
of Oct. 7

Minimum
amount

Website
 (www.)

Certificates of Deposit
5-Year
Lafayette Federal Credit Union (Md.)& 4.42% $500 lfcu.org

Bread Financial (Utah)† 4.25 1,500 savings.breadfinancial.com

American Heritage FCU (Pa.)& 4.00 1,000 americanheritagecu.org

Merrick Bank (Utah) 4.00 25,000 merrickbank.com

30-day 
yield as  

of Oct. 4
Taxable Money Market 
Mutual Funds

Website
 (www.)

Minimum 
investment

Gabelli U.S. Treasury MMF (GABXX) 2.46% $10,000 gabelli.com

Invesco Government MMF (INAXX) 2.44 1,000 invesco.com

USAA MMF (USAXX) 2.44 1,000 investor.vcm.com

Fidelity MMF (SPRXX)* 2.43 1 fidelity.com

As of October 7, 2022.
 EE savings bonds purchased 

after May 1, 2005, have a 
fixed rate of interest.

 Bonds purchased before 
May 1, 1995, earn a minimum 
of 4% or a market-based 
rate from date of purchase.

 Bonds bought between 
May 1, 1995, and May 1, 2005, 
earn a market-based rate 
from date of purchase. 

Yield
 Month-

ago
 Year-

ago

U.S. Series EE savings bonds 0.10% 0.10% 0.10%

U.S. Series I savings bonds 9.62 9.62 3.54

Six-month Treasury bills 4.09 3.42 0.06

Five-year Treasury notes 4.14 3.37 1.02

Ten-year Treasury notes 3.89 3.27 1.58

BNY Mellon Ntl Muni (MOMXX) 1.47% 1.93%/2.26% $10,000 im.bnymellon.com

Fidelity Muni MMF (FTEXX)* 1.42 1.86/2.18 1 fidelity.com

Fidelity Tax-Exempt (FMOXX)* 1.37 1.80/2.10 1 fidelity.com

Amer Cent T-F MMF (BNTXX) 1.30 1.71/2.00 2,500 americancentury.com

30-day 
yield as  
of Oct. 3

Tax eq. yield 
24%/35% 

bracket
Tax-Free Money Market 
Mutual Funds

Minimum 
investment

Website
 (www.)

Website
 (www.)

Annual 
yield as  
of Oct. 7

Balance  
 range†

TOP-YIELDING SAVINGS

SOURCE FOR TREASURIES: U.S. Treasury
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RETIRING EARLY? 
NAIL DOWN HEALTH 
INSURANCE BY LISA GERSTNER

If you’re thinking about quitting before age 65, make 
sure you know your options for health care coverage.

I
f you’re 65 or older when you retire, you 
can rest easy knowing that you’ll be eligible 
for Medicare. But if you want to leave the 
workforce earlier than that, you’ll have 

to find a way to bridge a health insurance gap. 
The average retirement age in the U.S. is 61, 
according to a 2022 Gallup survey. 

If you’re planning to retire before Medicare 
kicks in, you may be able to make moves now 
that could lower your income early in your re-
tirement, helping you to qualify for a tax credit 
for the premiums you pay for an Affordable 
Care Act (ACA) plan. Investigating what you 
may pay in premiums and out-of-pocket costs 
will give you an idea of how health insurance 
will fit into your retirement budget.  As you 
compare plan choices, check the premium, 
annual deductible, co-payment amount, out-
of-pocket maximum and level of prescription-
drug coverage for each. Also consider the 
provider network. If you want to use certain 

physicians or facilities, try to get on a plan 
that covers your preferred providers. 

GET ON YOUR SPOUSE’S PLAN
If your spouse is still working and has access 
to employer-sponsored group coverage, check 
whether you can enroll in the plan alongside 
your partner. If so, joining the employer plan 
may provide solid coverage at an affordable 
price. Employer plans typically come with 
broader physician networks and lower deduct-
ibles than plans in the individual market, and 
employers usually subsidize a substantial 
chunk of the premium.  A 2021 survey of em-
ployer health benefits by the Kaiser Family 
Foundation found that for family coverage, 
employers contributed an average $16,253 
to a worker’s annual premium, with the worker 
paying an average $5,969. You typically have 
30 days from the time you leave your job to re-
quest special enrollment in your spouse’s plan. 
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■ STEVE AND KATHY HOPPENJAN, 
OF PLEASANT PRAIRIE, WIS., ARE 
USING AN AFFORDABLE CARE ACT  
PLAN FOR COVERAGE UNTIL THEY’RE 
ELIGIBLE FOR MEDICARE. 
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If you’re in your late fifties or early 
sixties, COBRA comes with one poten-
tial financial advantage over plans in 
the individual market. When pricing 
their health plans, employers take into 
account the average age of the group 
that is being covered, with younger 
employees incurring lower costs than 
older ones. If the average age of your 
company’s employees is lower than 
your own age, you benefit from that 
cost reduction. In most states, ACA 
plans factor age into the premium. 

If you’ve already met your employer 
plan’s annual deductible or are close  
to it when you retire, sticking with it 
through the rest of the plan year may 
make sense. And financial consider-
ations aside, COBRA is the friendly 
choice in terms of familiarity—you  
can continue with the same network 
coverage and claim processes that  
you already know. “COBRA might  
be a good option for a retiree under-
going serious medical care who 
doesn’t want to change plans,” says 
Natasha Cantrell, director of individ-
ual and family plans for eHealth, an 
online insurance marketplace. If you 
have less than 18 months to go until 
you turn 65, COBRA coverage will 
take you all the way to Medicare eligi-
bility, which can make it a relatively 
seamless choice if you can afford it.

You typically have 60 days from the 
date you receive notice to elect COBRA 
or the date you would lose coverage 
(whichever is later) to enroll. Coverage 
is retroactive as long as you pay any 
back premiums that you owe. 

EXPLORE ACA PLANS
At www.healthcare.gov, you can apply 
for health insurance through the pro-
gram established under the Affordable 
Care Act. These marketplace plans 
must cover essential benefits, includ-
ing hospitalization, prescription 
drugs, rehabilitative services, and  
preventive and wellness services,  
and the plans can’t deny you coverage 
or charge you more if you have a pre-
existing condition. 

Compared with employer-spon-
sored plans, marketplace plans typi-
cally have narrower physician net-
works. Employers may offer preferred 
provider organization (PPO) plans, 
which typically provide some degree 
of coverage for out-of-network care. 
Because of their higher cost to insur-
ers, PPO plans are hard to come by in 
the individual market, where health 
maintenance organization (HMO) 
plans dominate. HMOs provide little 
to no coverage for out-of-network vis-
its. And marketplace plans often have 
higher deductibles and out-of-pocket 
limits than employer plans. 

Because marketplace-plan premiums 
are age-related, if you are in your early 
sixties you can expect a marketplace 
premium to run at least $1,000 a month 
if you don’t qualify for a premium tax 
credit, says Pollitz. The good news  
is that more people currently qualify 
for the subsidies thanks to provisions 
of a COVID-19 relief law that were re-
cently extended through 2025. Before 
the provisions went into effect, only 
people who had household income be-
tween 100% and 400% of the federal 
poverty level (FPL) qualified for a  
premium tax credit. Now, the subsi-
dies for those whose incomes fall in 
that range are larger, and no one pays  
a premium that exceeds 8.5% of house-
hold income based on the cost of the 
benchmark plan (more on that later). 
That means you have a shot at getting 
a subsidy even if your income exceeds 
400% of the FPL. For a 2023 plan, 
400% of the FPL is $54,360 for an in-
dividual or $73,240 for a two-person 
household in most states. 

Check the plan’s pricing for spousal 
coverage. The employer may subsidize 
less of the premium for a spouse than 
for the employee—often, companies 
cover about 80% for the employee and 
75% for a spouse, says Karen Pollitz, 
senior fellow at the Kaiser Family 
Foundation. Some employer plans  
levy a surcharge—a median of $100  
a month at companies with at least 
500 employees, according to employee-
benefits consultant Mercer—to add  
a spouse who has other coverage avail-
able through his or her own employ-
ment. But that shouldn’t be an issue  
if you’re retired. 

USE COBRA
COBRA is the federal law that pro-
vides workers with continuation of 
health coverage after they leave their 
job. If you work for a firm that has at 
least 20 employees, it must allow you, 
your spouse and your dependent chil-
dren to stay on the company’s group 
health plan after your employment 
ends (unless you were terminated  
for gross misconduct). Usually, you 
can stay on the plan up to 18 months 
with COBRA. Some states have “mini 
COBRA” laws that require small em-
ployers to provide extended coverage, 
too, but term lengths and events that 
allow you to qualify for it vary. 

COBRA is a pricey prospect for  
most. Typically, you must pay the full 
premium—including the amount the 
employer covered when you were an 
employee—plus a 2% administrative 
fee. The 2021 Kaiser Family Founda-
tion health benefits survey found that 
the total average annual premium for 
employer-sponsored health insurance—
including both the employee and em-
ployer share—was $7,739 for single  
coverage and $22,221 for family cover-
age. If you want to get an idea of how 
much your total premium could be  
under COBRA, check your pay stub. It 
may include information on how much 
your employer is contributing to your 
health insurance premium, says Addie 
McHale, a certified financial planner 
and health insurance broker in Denver.

 More people  
qualify for  
insurance  

subsidies, which 
can significantly 

lower the cost  
of premiums.
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Marketplace plans are classified as 
bronze, silver, gold or platinum based on 
how costs are split between you and the 
plan. Bronze plans typically have the 
highest deductibles, the highest costs 
when you need care and the lowest pre-
miums, while platinum plans have the 
lowest deductibles, lowest costs for 
care and highest premiums; silver and 
gold plans fall in between. In some 
states, premiums for gold plans aren’t 
much different than for silver ones. 
Premium tax credits are benchmarked 
on the second-lowest-priced silver plan 
available to an applicant, regardless  
of which plan he or she chooses.

You generally have 60 days from  
the time you lose job-based coverage 
to enroll in a marketplace plan. Other-
wise, you can sign up during open  
enrollment; for 2023 plans, it’s from 
November 1, 2022, to January 15, 2023. 
Give yourself plenty of time—ideally  
a couple of months before leaving  
your job—to evaluate marketplace  
options and enroll. At https://localhelp 
.healthcare.gov, you can enter your  
location to find health-plan assisters 
and agents or brokers near you. (If 
your state runs its own health-care 
marketplace, you will be directed to  
its website, where you can find infor-
mation on getting assistance.) An  
assister is well versed in marketplace 
offerings and provides objective infor-

mation on the plans. Brokers and 
agents often have great familiarity 
with the plans they sell and may make 
specific plan recommendations, but 
they are paid commissions by insur-
ance companies. You can also search 
for agents at www.nahu.org.

Lowering your income. With some plan-
ning, you may be able to keep your in-
come low enough as a retiree to qualify 
for a sizable subsidy. When you apply 
for a marketplace plan, you provide  
an estimate of your expected house-
hold income for the plan year. The 
marketplace uses modified adjusted 
gross income (MAGI) to determine  
eligibility. Along with earnings from 
work, MAGI includes Social Security 
benefits, pension payments, withdraw-
als from traditional IRAs and 401(k)s, 
capital gains, interest and dividends 
from investments, and rental income. 

Steve and Kathy Hoppenjan, of 
Pleasant Prairie, Wis., are both 63. 
They’ve been retired for a few years 
and are using an ACA marketplace 
plan until they are Medicare-eligible. 
IRA withdrawals cover about half  
of their expenses, and to lower their 
MAGI, they are also living on cash 
from their certificates of deposit and 
savings accounts. They qualify for a 
premium tax credit and currently pay 
a premium of $160 per month—far less 

than the $1,600 monthly premium 
Steve paid for COBRA early in his  
retirement. The $7,000-per-person  
annual deductible for their bronze 
marketplace plan is high, and Kathy 
hit her deductible last year and this 
year because of surgeries she has un-
dergone. But the plan comes with a 
health savings account, and contribut-
ing to it reduces their taxable income. 

Withdrawing from a Roth IRA can 
also minimize your MAGI. (But be 
aware that investment earnings you 
withdraw before age 59½ are usually 
subject to income tax and a 10% pen-
alty. You can withdraw contributions 
tax- and penalty-free anytime.) 
Within the first year you retire, you 
may be able to reduce your taxable  
income by stashing money in a tradi-
tional IRA, provided that you earned 
income from your job at some point 
that year, says Justus Morgan, a CFP 
who works with the Hoppenjans on 
their retirement strategy. A health 
savings account is also a great tax 
shelter because contributions are  
not taxed, they grow tax-deferred,  
and you pay no tax on distributions  
for qualified medical expenses. The 
funds don’t expire, so you can use 
them years down the road to pay for 
out-of-pocket medical expenses. ■

YOU CAN CONTACT THE AUTHOR AT LISA _GERSTNER@ 
KIPLINGER.COM.

Evaluating Employer Retiree Health Benefits

If your employer offers a health 
insurance benefit for retirees, 
count yourself lucky. Decades 
ago, retiree medical plans were 
fairly common, at least at large 
firms. But in a 2021 survey by 
employee-benefits consultant 
Mercer, just 36% of firms with 
500 or more employees offered 
a retiree health plan, and only 
24% made their plans for pre- 
Medicare-eligible retirees avail-
able to newly hired employees 

(rather than a closed pool of 
current and future retirees).  

Most commonly, employers 
provide pre-Medicare-eligible 
retirees the same health insur-
ance options that were avail-
able when they were active 
employees, says Chris Maikels, 
retiree solutions design leader 
with Mercer. About one-third of 
retiree plan sponsors require 
pre-Medicare-eligible retirees 
to pay the full cost of individual 

coverage, according to Mercer. 
Employers that subsidize pre-
miums require retirees to cover 
an average of 40% of the cost 
of individual coverage and 44% 
of the cost of coverage for a re-
tiree and spouse. 

And employers often con-
sider the typical age of the ben-
eficiaries when determining 
premiums for retiree health 
benefits, so the premium may 
be considerably higher than  
for active employees, most  
of whom are likely younger. 

Compare your company’s  
retiree health benefits with  
all the other options that are 
available to you. Premiums  
for COBRA, which extends  
employer health insurance for 
up to 18 months for those who 
leave their jobs, are based on 
the average age of the active 
employees who are being cov-
ered. So in some cases, COBRA 
may be the less-expensive op-
tion for retirees, even though 
the employer likely won’t subsi-
dize the premium, says Maikels. 
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cial advisory benefit through their  
employer. Bearden thinks that figure 
could represent an “awareness gap,” 
because EBRI research has found that 
significantly more large employers  
offer such a benefit and that more em-
ployees would be helped by using it. 

The survey also turned up a couple 
of less-pleasant surprises. A small but 
noticeable theme was “post-traumatic 
stress from a relationship that had 
negative financial consequences,”  
says Bearden. Said one respondent,  
“I would have dumped my deadbeat 
boyfriend much earlier.” Said another, 

“I would have lent less money to 
friends who didn’t pay it back.” 

Despite all their planning, 
about half of retires did not 
understand how taxes would 
affect them in retirement. Of 

those who are paying different 
taxes than they expected, the 

majority are paying 
more than they thought 
they would. 

So what’s the “secret 
sauce” when it comes 
to retiring without  
financial regrets? 
Save early and  
consistently, live 

frugally, pay off 
debts, get pro-

fessional ad-
vice if you 
need it, and 
pay atten-

tion to taxes. 
If you’d like to add an 

ingredient to the secret 
sauce you’ve cooked up 
for your own retire-
ment, let me know. ■

JANET BODNAR IS EDITOR AT LARGE 
OF KIPLINGER’S PERSONAL FINANCE. 
CONTACT HER AT JANET_BODNAR@
KIPLINGER.COM.

frugally; paying off debt; purchasing, 
paying off or selling a home; and work-
ing with an adviser. 

Getting satisfaction. Financial security 
is just one element of a satisfying re-
tirement. About 20% of those surveyed 
said they were still working in some 
capacity, and 23% reported they were 
doing volunteer work. “The top reason 
cited for working in retirement is that 
work is rewarding,” says Bridget 
Bearden, the study’s author. Being in 
good health and having a partner are 

LIVING IN RETIREMENT    Janet Bodnar

How to Retire With No Regrets 

I n my last column (see “Living in Re-
tirement,” Oct.), I noted that many 
retirees wish they had saved more 

money or started earlier. That was one 
of the findings in the Retiree Reflec-
tions Survey conducted by the Em-
ployee Benefit Research Institute with 
the support of Edelman Financial En-
gines. But not everyone surveyed would 
have changed their financial habits. In 
fact, about one-third of the respondents 
had no major financial regrets. 

Retirees in the survey were between 
the ages of 55 and 80 and had between 
$50,000 and $5 million in financial 
assets, defined as the sum of liquid 
assets including stocks and funds, 
checking and savings accounts, 
government and corporate bonds, 
and other savings. Not surprisingly, 
retirees who don’t have major re-
grets reported substantially higher 
financial assets—an average of 
$711,000, compared with $434,000 
for those who do have regrets. 

But those with no regrets also 
shared other traits. For example, they 
were more likely to have identified  
financial goals for retirement, created 
a written financial plan, sought advice 
from a financial professional and de-
veloped an understanding of how to 
use retirement savings. As a result, 
they were less likely to worry about 
daily expenses. 

When asked what they had done 
right in planning for retirement, saving 
and investing in general was the top 
response. But many retirees were spe-
cific about what they had done. “I con-
tributed to my 401(k) for my whole  
42-year career,” was one typical re-
sponse. “I started an IRA when I was 
still in my thirties,” said another. 

In addition to saving and investing 
early and steadily, retirees cited other 
positive financial decisions: spending 

RETIREES WHO DID IT 
RIGHT SAY SAVING AND 
INVESTING, PAYING  
OFF DEBT, AND GETTING 
FINANCIAL HELP  
ARE SMART MOVES.

also critical factors 
in retiree satisfac-
tion, she says. 

Bearden was 
“pleasantly sur-
prised” by the num-
ber of retirees who 
expressed satisfac-
tion with working 
with a financial pro-
fessional. Among those 
who had a written fi-
nancial plan, 65% had 
consulted a financial 
adviser, and nine out 
of 10 who did were 
satisfied with the  
service they received.  

About 25% of those 
surveyed said they 
were offered a finan- PO
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ILLUSTRATION BY HUAN TRAN

in October and November 
2021, says Hogan Fulghum, 
a certified financial planner 
with Catalyst Financial 
Group, in Charlotte, N.C. 
Those rates were much 
lower than they are now.

Lump-sum offers in 2023, 
however, will be based on 
rates from late 2022 and 
could be much lower, says 
Josh Hawkins, a CFP with 
the Leverty Financial 
Group, in Hudson, Wis. He 
estimates that every one-
percentage-point increase 
in the interest rate used to 
calculate a lump sum re-
duces the value of the pay-
out by up to 10%. 

For example, consider  
a 61-year-old worker who  
is eligible for a lump sum 
based on the present value 
of a $40,000 annual pen-
sion. A lump sum based  
on November 2021 interest 
rates would total about 
$660,000, Hawkins says, 
while one based on rates  
for August 2022 would total 
about $549,000. 

With that in mind, it 
could pay off to accelerate 
your retirement date to  
take advantage of 2021 
rates, Hawkins says. That 
may sound counterintuitive, 
because working longer  
typically results in a larger 
pension, along with addi-
tional income and potential 
bonuses. But if an employee 
is leaning toward taking his 
or her pension as a lump 
sum, Hawkins says, the 
higher payout may eclipse 
the advantages of staying on 
the job for a few more 
months. 

An emotional decision. Inter-
est rate calculations aside, 
the decision to take a lump-

of an annuity. Employers 
like this option because it 
gets the pension liability  
off their books, and some 
retirees prefer the flexibil-
ity a lump sum provides. 

If you’re considering tak-
ing a lump sum and there’s 
an offer on the table, you 
may need to act before year-
end to get the most out of 
your nest egg. Lump sums 
are typically calculated 
based on the present value 

A re you eligible for a 
traditional pension? 
It’s probably a good 

idea to keep it to yourself. 
Retirees whose portfolios 
have been battered by the 
bear market would dearly 
love to get a monthly check 
for the rest of their lives.

But many employers that 
provide defined-benefit 
pensions offer employees 
the ability to take their pen-
sion as a lump sum instead 

A Lump-Sum Payout 
Might Make Sense
If you’re considering taking a one-time payout, don’t put it 
off. Its value will decline as rates rise. BY SANDRA BLOCK

PENSIONS

of guaranteed monthly  
payments, using mortality 
tables and interest rates 
published by the IRS. Under 
the formula pension plans 
use, the lower the interest 
rates, the higher the lump-
sum payout. 

Large plans typically cal-
culate the value of lump 
sums annually, which 
means many plans are  
offering lump sums based 
on interest rates published 
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DECISION TREE

HOW SHOULD YOU TAKE YOUR PENSION?
When you retire, you have to make decisions about your pension that could be worth hundreds of thousands  
of dollars to you and your spouse. Usually, the decisions are irrevocable. 

TAKE A LUMP SUM 
if you are comfortable investing the money yourself or 

using a money manager.

TAKE LIFETIME PAYOUTS 
if you want a fixed monthly paycheck for life to 

supplement Social Security and other sources of income.

TAKE THE  
SINGLE-LIFE OPTION 

if you want a larger monthly payment and have 
other assets, such as life insurance or 

investments, to support your spouse after you 
die. A signed waiver from your spouse is required.

TAKE THE  
JOINT-AND-SURVIVOR OPTION 

if you can make do with a smaller monthly 
payment and your spouse needs guaranteed 
income for life. Survivor options range from  

50% to 100% of the original monthly pension.

Pluses

 Money invested in an IRA could grow faster than the  
rate of inflation.

 You have more flexibility to take withdrawals. 
 No need to worry about the financial health of your employer.
 Money left over can go to your heirs.

Minuses

 Down markets or poor investments may force you  
to reduce withdrawals. 

 You could run out of money if you live longer than you  
expected or need it for a health or other emergency.

Pluses

 You’re protected against market downturns.
 You can invest other assets more aggressively.
 Employers pay more than you can get on your own  

with an immediate fixed annuity.

Minuses

 Unless your plan has a cost-of-living adjustment,  
inflation will erode your purchasing power.

 If your employer declares bankruptcy and the pension  
is taken over by the Pension Benefit Guaranty Corp., your  
payments could be reduced.  

 Payouts end at your death or the death of your spouse.
 Heirs get nothing.

sum payout or a lifetime an-
nuity is deeply personal. 
Even a more generous lump 
sum must be invested—an 
unnerving prospect even 
when the markets are on 
the upswing. You may sleep 
better at night if you know 
that you—and perhaps  
your spouse—will receive a 
monthly check for the rest 
of your life. “If you’re risk-

averse, you’re better off tak-
ing the annuity,” says 
Thomas Gahan, a certified 
retirement plan specialist 
with Procyon Partners, in 
Shelton, Conn. 

But if you want both 
guaranteed income and the 
flexibility a lump sum pro-
vides, you may be able to 
have your cake and eat it 
too, Hawkins says. You could 

take the lump sum now—
which means you’ll enjoy 
the more generous payout—
invest the money and use 
part of the payout to pur-
chase an immediate annuity 
down the road, he says.  

With a single-premium 
immediate annuity, you  
give an insurance company 
a lump sum in exchange  
for monthly payments for 

the rest of your life (or a set 
period of time). And in this 
case, rising interest rates 
are your friend. Payouts  
are tied to rates for 10-year 
Treasuries, which recently 
rose to about 3.8%. And 
with rates expected to con-
tinue to rise in 2023, payouts 
could continue to increase. ■

YOU CAN CONTACT THE AUTHOR AT  
SANDRA _BLOCK@KIPLINGER.COM.
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more shares than they issue, each  
remaining share represents a bigger 
ownership slice of the company

Some investors want companies  
to distribute cash through buybacks  
so managers aren’t tempted to make 
worse choices, says Meb Faber, chief 
investment officer of Cambria Invest-
ment Management. “How many com-
panies have wasted money on naming 
stadiums?”  

Executives like buybacks because  
by reducing the number of shares out-
standing, a company can report higher 
per-share earnings even when overall 
profits are flat or down. That can be 
an especially enticing strategy for  
any executive whose compensation  
is tied to rising earnings per share.

Buybacks also give managers  
flexibility. A company that raises its 
dividend risks a stock meltdown if 
troubles later force it to cut the pay-
out. A buyback program, however, can 
usually be suspended without alarm-
ing investors. Another advantage:  
Every share brought home means one 
less dividend payment for those com-
panies that also pay dividends, reduc-
ing future cash obligations. 

Finally, economists like buybacks 
because they take cash from companies 
that lack good internal investment 
ideas and return it to shareholders—
who then typically reinvest it in other 
publicly traded companies (which, 
presumably, have more-productive  
investment plans).

The cons. Politicians as disparate as 
senators Elizabeth Warren (D-Mass.) 
and Marco Rubio (R-Fla.) have tried to 
discourage buybacks. The critics hope 
to nudge companies to invest more in 
their operations, generating new jobs. 

Although some studies highlight the 
positive aspects of buybacks, others 
conclude that shareholders often ben-
efit more from alternative uses of cash. 
Greg Milano, CEO of Fortuna Advi-
sors, an investment consulting firm, 
says Fortuna found over the past 12 
years that, on average, firms that 
raised earnings per share due to  

The pros. Buybacks make a lot of  
sense when a company can sweep  
up shares whose prices have been  
irrationally driven below true value  
by market swings. Such purchases  
signal insiders’ faith in the company 
and add demand that supports the 
stock’s price.

Many investors prefer buybacks 
over dividends because although you 
must pay taxes on dividends when 
they are issued, you don’t pay capital 
gains taxes until you sell your shares. 
In addition, when companies buy back 

IN THE 12 MONTHS ENDING JUNE 30, 
companies in the S&P 500 index  
spent a record $1 trillion to buy back 
their own shares, according to S&P 
Dow Jones Indices. But come January, 
a new 1% tax on buybacks might 
dampen corporate America’s appetite. 
S&P Dow Jones estimates the tax 
would reduce corporate profits by  
half a percentage point at current buy-
back rates 

Buybacks have lately become contro-
versial, with critics arguing that there 
are better uses for corporate cash.  
But a 2020 S&P Dow Jones Indices 
analysis of the 100 companies with  
the biggest buybacks found that their 
long-term stock returns generally out-
paced the S&P 500. 

Many smart investors, including  
Warren Buffett, are big supporters of 
strategic buybacks. “If a management 
wishes to further intensify our owner-
ship by repurchasing shares, we ap-
plaud,” he has said. 

The new tax is low enough that it 
will discourage only the most mar-
ginal buybacks, say experts, so don’t 
expect them to disappear. But buy-
backs can be complex to evaluate.  
For investors trying to navigate this 
changing market, a few signals can 
help you find stocks likely to benefit 
from share repurchases despite the 
tax. But first, the basics.

A new tax will barely dent a corporate buying spree. But  
be selective about investing in firms repurchasing shares.

PRACTICAL PORTFOLIO  |  Kim Clark

Stock Buybacks  
Are Here to Stay

A BUYBACK BINGE

An Appetite for 
Their Own Stock
In recent years, companies in the S&P 
500 index have preferred to return cash 
to shareholders via share buybacks 
rather than by paying dividends. 

Year
Share buybacks 

(billions)
Dividends 
(billions)

2022* $501 $278

2021 882 511

2020 520 483

2019 729 485

2018 806 456

*Through June 30.   SOURCE: S&P Dow Jones Indices
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the company has repurchased $58 bil-
lion worth of its common stock since 
2019, reducing its share count by about 
10%. Warren, a Berkshire bull, be-
lieves the company is focused on re-
ducing its long-standing cash hoard 
through a mix of stock purchases and 
share buybacks. 

Bet on healthy firms. Fortuna’s Milano 
says the companies most likely to have 
high long-term returns on their buy-
backs have strong balance sheets and, 
ideally, are less vulnerable than other 
firms to economic or commodity cycles. 
One company high on his list: APPLE 

(AAPL, $140). Since the start of 2021, Apple 
has bought back more than $200 bil-
lion of its stock, reducing its share 
count by about 5%. In that time, the 
stock has gained roughly 6%, not in-
cluding dividends, compared with a 
loss of 3% for the S&P 500 index. Says 
Howard Silverblatt, senior index ana-
lyst for S&P Dow Jones Indices, “Apple 
is the poster child for buybacks.” ■

YOU CAN CONTACT THE AUTHOR AT KIM.CLARK@ 
FUTURENET.COM. 

Avoid dilution. Don’t jump at  
every buyback announcement. Check 
whether the company’s overall share 
count is actually decreasing, thereby 
raising your ownership stake in the 
company, advises Faber. You can look 
up a company’s outstanding shares  
in its Securities and Exchange filings, 
or you can find its most recent share 
count on websites such as Yahoo Fi-
nance and YCharts. A good example  
is MCKESSON (SYMBOL MCK, $347), says  
Faber, whose investment firm owns 
the stock. The distributor of drugs  
and medical supplies has reduced its  
share count by 7% in the past year,  
and over the past five years the stock 
price has doubled. 

Look for price discipline. Successful 
repurchasers, like successful inves-
tors, should buy low. Buffett’s BERK-

SHIRE HATHAWAY (BRK.B, $269), sitting on 
more than $100 billion in cash, buys 
back its own shares when the price 
falls below what Buffett calls its “in-
trinsic value.” Morningstar sector 
strategist Greggory Warren notes that 

investments in operations generated 
twice the stock-price gain of compa-
nies that raised per-share profits 
through buybacks. Dividend payouts 
also led to slightly higher returns than 
did buybacks. 

And Milano warns that despite the 
hype, many buybacks don’t end up  
giving investors a bigger share of a 
company because companies often  
issue more shares in stock-based com-
pensation plans than they repurchase. 
Worst of all, investors have been 
burned by companies that spent bil-
lions on buybacks instead of cleaning 
up their balance sheets or investing  
in their businesses to protect against 
downturns—as some airlines did re-
cently, for example. (For more on air-
lines, see “Street Smart,” on page 32.)

How to cash in. Investors who still  
want to ride the coattails of buyback 
programs should follow three prin-
ciples, experts say. The stocks men-
tioned below provide good examples. 
(Prices are as of October 7.)

ILLUSTRATION BY CHRIS GASH

KPF528.practical_portfolio.indd   63 10/13/22   5:12 PM

mailto:kim.clark@futurenet.com


KIPLINGER’S PERSONAL FINANCE 12/202264

GE
TT

Y 
IM

AG
ES

the holidays. But if you have 
just one person who comes 
regularly as a landscaper, 
gardener, cleaner or carpen-
ter, the cost of one session 
or one week’s work is again 
an acceptable holiday tip. 

If you’re living on a tighter 
budget this year and can’t 
afford to tip as much as you’d 
like—or at all—express your 
gratitude with a handwrit-
ten note, says Post. On the 
flip side, if you were unable 
to tip someone previously 
because of budget con-
straints, it’s never too late  
to express your appreciation 
by mailing them a tip or  
including it with this year’s 
gratuity, along with a note. 

Special occasions. If you 
travel during the holidays, 
keep in mind that there  
are also a number of situa-
tions in which tipping is  
expected. You should tip 
anytime a bellhop, doorman 
or taxi driver carries your 
bag (taxi drivers should also 
receive a 15% to 20% tip on 
the fare). If you’re receiving 
daily housekeeping services 
at a hotel, you should leave 
anywhere from $2 to $5  
a day, depending on how 
many people are staying  
in the room and the extent 
of the cleanup, Post says.

For restaurant meals, it’s 
customary to leave a tip of 
15% to 20% of the bill. Even 
if you disapprove of the ser-
vice, you should never skip 
the tip when dining in a res-
taurant, Post says. Instead, 
let the manager know the 
service was subpar, she 
says. “It’s really important 
to use your words, not 
money, to speak for you.” ■

YOU CAN CONTACT THE AUTHOR AT EMMA _
PATCH@KIPLINGER.COM.

to tip at least a week’s pay. 
To show appreciation for 

other personal-service pro-
viders, such as dog groom-
ers, hairstylists or a regular 
manicurist, tip up to the 
cost of one appointment. A 
holiday tip equal to the cost 
of one session is also suit-
able for a personal trainer  
or a regular personal mas-
sage therapist, if you have 
one. To tip a nursing home 
worker, check the compa-
ny’s policy. If the facility  
offers round-the-clock care, 
be sure to cover every shift.

For service providers who 
often work in groups, such as 
landscapers, gardeners, car-
penters or cleaning people, 
a tip of $20 to $50 per person 
would be appropriate around 

make a good gift, because 
many teachers have to pay 
for them out of pocket. Mail 
carriers are allowed to accept 
gifts that are worth no more 
than $20, such as travel 
mugs or hand warmers. 

How much to give. Think 
about all of your regular 
service providers when  
allocating funds for holiday 
tipping. And with inflation 
at record levels, consider 
tipping a little extra to give 
a proper thank you. For a 
newspaper delivery person, 
grocery delivery person,  
or trash and recycling col-
lector, set aside a tip of $10 
to $30. For a dog walker, a 
child-care provider or a per-
sonal caregiver, you’ll want 

TIPPING IS NOT A UNIQUELY 
American practice, but we 
tip more often and in larger 
amounts than just about any 
other country. The practice 
is so established that many 
workers’ wages are based  
on the anticipation of tips.

Holiday tipping is a bit 
different. It’s a way to thank 
the people who work in your 
home during the year, says 
Lizzie Post, great-great-
granddaughter of Emily Post 
and author of Emily Post’s 
Etiquette, the Centennial 
Edition. The list includes 
house cleaners, babysitters, 
carpenters and landscapers, 
she says, but there are many 
others as well. For example, 
your regular grocery deliv-
ery person (if you have one), 
your hairstylist or barber, 
and your trash collector, gar-
dener, and newspaper deliv-
ery person are all people to 
tip during the holidays. 

A cash gift is typically the 
best way to give a holiday tip, 
but it’s not always allowed. 
Postal workers aren’t per-
mitted to accept cash, and 
it’s not a good idea to give 
cash to your child’s teacher. 
Consider asking the teacher 
to suggest a helpful year-end 
gift instead. Classroom sup-
plies, for example, could 

Tipping is a way to thank people who have provided 
a service all year. But how much? And who?

Plan Your Holiday  
Tipping Strategy

FUNDAMENTALS

BASICS     Emma Patch
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I f there were a prize for living 
through unprecedented events, mil-
lennials might win first place. Older 

millennials entered the job market 
during the Great Recession and have 
since experienced a devastating pan-
demic and a spike in inflation not seen 
in 40 years. On top of that, the Federal 
Reserve’s moves to tame inflation have 
sent the stock market into a tailspin.  

The S&P 500 index officially fell 
into bear-market territory on June 13, 
when it dropped 21.3% from its early-
January high. (A bear market occurs 
when a broad market index falls 20% 
or more from its peak.) After a sum-
mer rally, stocks dropped again in Sep-
tember, and as of October 7, the S&P 
500 was down 23.2% from its peak.

This series of unfortunate events  
is leading some younger investors to 
pull money out of the stock market or 
shut down their brokerage accounts 
entirely. According to a recent survey 
by Ally Financial, nearly 20% of inves-
tors closed a brokerage or investment 
account over the past 12 months, and 
of those, the largest group—more 
than 20%—consisted of millennials 
and Gen Zers. 

Seeing my retirement savings 
shrink since the beginning of the 
year has made me queasy. But for 
me, closing my account is a non-
starter.  

Once you sell your investments,  
you have to decide when to jump back 
in. And timing a market turnaround 
is difficult, says Marci McGregor,  
senior investment strategist for 
Bank of America Merrill Lynch.  
A better strategy is to remember 
the reasons why you’re investing 
and continue your investing plan 
during good times and bad. If you 
invest a regular amount of money 
at regular intervals, you take ad-

vantage of dollar-cost averaging, buy-
ing more shares when prices are lower.

Market history 101. Investing should  
be viewed with a goal in mind. If your 
goal is a secure and relaxing retire-
ment, keep in mind that for most of us, 
that’s 30 years or more down the road. 
If you pull money out of the market 
now or close your account, you’ll miss 
the rewards of a market rebound. 

The average length of a bear market 
since the stock market crash of 1929  
is just 9.6 months, according to Ned 
Davis Research. And while those 
months are stressful, the good times 
outlast the bad: The average bull mar-
ket sticks around for 2.7 years. If these 

averages hold, we have many more 
bear and bull markets to endure be-
fore we reach our golden years. And  
if you think inflation and the growing 
possibility of a recession will prevent 
brighter days from coming, history 
says the markets will prevail. 

According to research from Roger 
Ibbotson, emeritus professor at the 
Yale School of Management, large-
company stocks in the S&P 500 have 
returned, on average, 10.5% annually 
from 1926 to 2021. For those rusty on 
their history, this time frame includes 
both world wars, the high-inflation 
years from 1965 to 1982, which peaked 
in 1980 at 12.4%, and the Great Reces-
sion of 2007 to 2009. 

Good investing habits. 
To calm your nerves, 
don’t review your 
portfolio every day.  
And if you’re in the 
habit of watching the 
news, stick with the 
three-day rule coined 
by Kiplinger’s Invest-
ing for Income editor 

Jeff Kosnett: In any news-driven  
market crisis, wait until the third busi-
ness day after the news breaks before 
trading stocks, funds, gold—anything.  
After the three-day hiatus, if you’re 

still tempted to do something, load 
up on quality, dividend-paying 

stocks such as those in the 
Kiplinger Dividend 15, on 
page 18. That strategy is 

known as “buying the dip,” 
which means you’re buying 

good stocks that have dropped 
sharply, with the expectation  

that they’ll bounce back. And that 
means better gains for the future. ■ 

TO SHARE THIS COLUMN, PLEASE GO TO KIPLINGER.COM/
LINKS/MILLENNIALS. YOU CAN CONTACT THE AUTHOR AT 
RIVAN_STINSON@KIPLINGER.COM.

How to Navigate a Down Market
MILLENNIAL MONEY    Rivan Stinson

REMEMBER WHY YOU’RE 
INVESTING IN THE FIRST 
PLACE AND STICK WITH 

YOUR PLAN DURING  
GOOD TIMES AND BAD.

 Commentary
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C
ar buyers have had a tough go looking for their 
next road warrior. Inventories are low due to  
supply-chain troubles, which means prices for 
new and used cars have skyrocketed thanks to 
increased demand. If you add in the gas price 

hikes that dominated summer news headlines and passage  
of the EV-friendly Inflation Reduction Act, you now have a  
cacophony of issues to consider when searching for a new  
vehicle. And that includes whether or not an electric vehicle  
is in your near future. 

The Inflation Reduction Act extends the tax credit on new 
electric vehicles, including plug-in hybrids, until December 
2032. The credit is worth up to $7,500, providing a hefty in-
centive for consumers to spring for an EV. And now used EVs 
that are at least two years old are eligible for a credit, too—up 
to $4,000 or 30% of the price of the vehicle, whichever is less. 
(Both new and used EVs are subject to price caps; see below.) 

TURBOCHARGED 
TAX INCENTIVES FOR

EVs The Inflation Reduction Act created  
new tax breaks for electric vehicles.  
Here’s a guide to which vehicles count 
and the best time to buy. 
BY RIVAN STINSON

KPF528.EVs.indd   66 10/13/22   6:33 PM
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■ THE CHEVROLET BLAZER EV, 
AVAILABLE NEXT SUMMER, 

WILL BE ELIGIBLE FOR A  
$7,500 TAX CREDIT. 
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The tax credit for electric chargers 
has also been brought back from the 
dead—with revisions—and lasts until 
December 2032 as well. 

The new rules are a sweeping change. 
They eliminate the eligible-vehicle cap 
placed on automakers on one hand 
while adding North American assem-
bly-material sourcing requirements on 
the other. Previously, a vehicle that 
qualified for the tax credit would no 
longer be eligible if the manufacturer 
had hit the model’s 200,000-car limit. 
That is no longer the case for vehicles 
bought in 2023. However, there are  
special requirements concerning who 
qualifies for the credits, as well as what 
type of vehicles are eligible (see the box 
on page 71). 

HOW TO FIND THE RIGHT EV
If you are considering purchasing  
an electric vehicle and you want the 
widest pool of available options, your 
safest bet is to pull the trigger some-
time in 2023. The cap on the number 
of EVs eligible for a tax credit is elimi-
nated, and stricter battery require-
ments don’t kick in until 2024. 

The Inflation Reduction Act encour-
ages automakers to source battery ma-
terials from the U.S. or other nations 
that have a trade agreement with the 
U.S. Starting in 2024, 50% of those 
critical materials have to fall under 
these sourcing rules. But that’s not  
going to be easy. 

The battery requirement is going to 
be a tough hurdle to clear in 2024 if 
you just think of where these precious 
materials are mined, says Karl Brauer, 
executive analyst at iSeeCars.com, a 
used-car-shopping website. According 
to a recent Bank of America report, 
China, Russia and the Democratic Re-
public of Congo mine the bulk of raw 
materials—cobalt, lithium and nickel, 
for example—needed for electric-car 
batteries. In addition to mining, China 
is also at the top of the supply chain 
when it comes to material processing. 
And China and Russia are not on the 
U.S.’s list of friendly trade partners. 
Although the legislation does encour-

FOSSIL FUELED

Will the Gas Engine Soon Be Obsolete?
As the popularity of electric vehicles 
grows, will the internal combustion engine 
become an endangered species? 

The short answer is no, or at least not  
in the next couple of decades. There are 
just too many gas-engine cars on the road, 
with after-market suppliers and local  
garages supporting the repair of internal 
combustion engines. 

Even so, your next new car could be  
an EV. Fiat Chrysler gave motorheads a  
stir in mid August when it announced that 
it will shut down production of its gas-
powered Dodge Charger and Challenger  
at the end of 2023—and hopes to produce 
its electric muscle car, the Dodge Charger 
Daytona SRT Concept. General Motors  
announced last year that it plans to offer  
a fully electric fleet by 2035. And Ford,  
the last of the Big Three automakers, has 
pledged that 40% of its global sales will 
be EVs by 2030. 

Recent regulation out of California is 
also spelling impending doom of the IC  
engine. The California Air Resources Board 
approved a plan to reduce air pollution by 
requiring 100% of new cars sold in 2035 to 
be zero-emissions vehicles, including plug-
in hybrids. The regulation will take effect 
in phases, so starting in 2026, for example, 

only 35% of new vehicles must be consid-
ered zero-emission, with this percentage 
increasing to 68% by 2030 and 100% by 
2035. However, the key language in the 
CARB regulation is the phrase “including 
plug-in hybrids,” meaning the IC engine 
still has road to run. 

A plug-in hybrid has a battery and  
an electric motor, but it also has an  
internal combustion drivetrain. Once  
you drive past the vehicle’s electric range 
of, say, 30 miles, the gas engine kicks in.  
So even in California—and a number of 
other states that are likely to adopt its 
emission rules—you could buy a brand-
new car that has an internal combustion 
engine in it in 2036. 

Karl Brauer, executive analyst at  
iSeeCars.com, also cites the limits on  
precious metals needed for batteries. 
“There simply isn’t enough lithium out 
there, which suggests we are going to run 
out. It’s the same conversation of oil being 
a finite resource,” he says. But a battery 
breakthrough is possible. The World Eco-
nomic Forum says EV-battery recycling 
could help cover the lithium demand, as 
could better extracting methods. Scien-
tists are also working on alternatives such 
as sodium-ion batteries.

■ DODGE IS PLANNING TO  
REPLACE THE CHARGER   

GAS-ENGINE MODELS WITH AN 
EV. AT LEFT, THE DAYTONA 

SRT  EV CONCEPT.
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above the $55,000 price cap on EV 
cars imposed by legislation. 

Meanwhile, the Chevrolet Blazer 
EV, which will become available  
next summer, has a starting MSRP  
of roughly $45,000. That’s way below 
the $80,000 SUV price cap. 

NEW OR USED—OR LEASED?
After you have pared down your op-
tions, it’s time to decide whether you 
should buy or lease. Supply is tight  
for EVs as well as for conventional  
vehicles. If you don’t see the car you 
want on the lot, you may have to  
order it from the factory. Recently,  
the wait has been three to six months. 

If you want to test the waters to  
see if an electric vehicle is right for 
you, leasing is a good option. Leasing 
gives you access to the newest battery 
technology as it emerges. As a bonus, 
you may also get the tax credit rolled 
into your lease payments—effectively 
lowering your overall cost. That was 
Brauer’s experience back in 2017. 

“I was able to lease a Fiat 500e, 
which was an older EV, and between 
all the state and government incen-
tives, my payments were $49 a 

With regard to the new price caps 
for tax-credit eligibility, you’ll find 
more leeway in terms of price and  
selection on trucks and SUVs than on 
cars. Take the 2022 Volvo S60 sedan, 
for instance, which is on the Depart-
ment of Energy’s current list. The gas-
mild hybrid version of the vehicle has 
a starting manufacturer’s suggested 
retail price of $41,300, whereas the 
plug-in hybrid starts at $51,250. And 
these prices are before you decide  
to add options. The ultimate feature 
package on the plug-in hybrid, com-
plete with a Harman Kardon premium 
sound system and head-up display, 
costs an additional $5,450, bringing 
the sales price to $56,700, or $1,700 

age U.S. carmakers to move battery 
production back home, that isn’t going 
to happen overnight, Brauer says. 

To begin your EV search, start with 
the Department of Energy’s qualified 
vehicle list at https://afdc.energy.gov/
laws/electric-vehicles-for-tax-credit. 
The 2023 list hasn’t been released yet, 
but you’ll see which vehicles to avoid 
until the New Year because the cur-
rent list includes the car models that 
have reached the manufacturing cap. 
After you’ve narrowed your choices, 
go to the dealership to test-drive the 
vehicles and to make note of the vehicle 
identification numbers (VIN) of the 
ones you’re interested in. From there, 
go back to the Department of Energy 
website listed above and scroll down 
to the VIN decoder to see if the car 
qualifies for the EV credit. 

Compare an EV with its gas-powered 
equivalent and you’ll find that the EV 
runs roughly $10,000 more. Ten grand 
can buy quite a bit of gasoline, and it 
would take many years to offset the 
added cost, says Ronald Montoya,  
senior consumer advice editor at car-
shopping site Edmunds.com. That’s 
where a tax credit can come in handy. 

■ A VOLVO S60 LOADED  
WITH OPTIONS COULD EXCEED 

THE $55,000 PRICE CAP ON  
EV SEDANS ELIGIBLE FOR THE 

TAX CREDIT. 

If you want to test 
the waters to see if 
an electric vehicle is 

right for you, 
leasing is one 

option to consider.
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and how fast a battery deteriorates is  
a big debate, but it’s a safe bet that you 
won’t experience the same advertised 
driving range that you would have if 
you had bought the vehicle new. 

INFRASTRUCTURE ISSUES 
If the biggest draw of an EV is free-
dom from high gas prices, note the 
trade-offs. The infrastructure sur-
rounding charging stations is im-
proving, but roaming the open road, 
away from your home charger, re-
mains risky.  

“I didn’t keep my EV after my lease 
was up because I got stranded too 
many times on longer road trips—the 
chargers I mapped didn’t work,” says 
Katrice Hinson of Chattanooga, Tenn. 
“Driving around town was easier once 
I installed my home charger, but the 
infrastructure is not being updated 
quick enough,” she adds. 

Hinson leased a 2021 Audi E-Tron 
early in the pandemic. At the time, 
Volkswagen—Audi’s manufacturer—
was low on inventory, so she decided 

salesperson is not staying up to speed 
with the Department of Energy’s list, 
it’s possible that you could be buying  
a non-qualifying vehicle. 

To play it safe, keep the purchase  
invoice on hand for tax-filing season. 
It should have the final purchase price 
of the vehicle as well as the VIN. Both 
are needed to get the credit.

Buying used is another option.  
However, used EVs are expensive.  
For example, we found a certified  
pre-owned 2021 Mustang MACH E 
Select—the starter trim level—that 
cost $55,950 on Ford’s website. Used 
EVs have to cost less than $25,000 to 
qualify for the tax credit, which means 
you’ll have a hard time finding one 
even if you don’t go for a muscle car. 
High demand for the modest 2020 
Nissan Leaf, for example, is pushing 
the selling price close to the cut-off 
price for the tax credit: A quick search 
on Autotrader found the vehicles go-
ing for $26,500 and up. 

Buying used also means you’ll  
inherit an older battery. How much 

month,” he says. However, leasing 
comes with a trade-off. If you decide 
you want to buy your vehicle at the 
end of your leasing contract, you may 
not get an additional EV credit. “You 
might still get some benefit if the 
dealer amortized, say, only half the 
credit into your lease payment. But 
that’s something you’d have to ask the 
dealer about,” says Brauer.  

If you choose to buy new, remember 
that you are not obligated to take the 
tax credit at the time of purchase.  
And for some buyers, that may be  
beneficial to prevent tax-filing snafus. 
The tax credit is axed once your  
income reaches $150,000 for single  
taxpayers or $300,000 for married 
couples filing jointly. So if you take  
the tax credit up front, you may have 
to pay it back if your income increases 
in 2023, says certified public accoun-
tant Carl Scharf. A significant raise  
at your current job or a new job with  
a higher salary, as well as any side in-
come you may have, could push you 
over the income threshold. Also, if the 

■ A USED  NISSAN LEAF 
COULD QUALIFY FOR  A TAX 

CREDIT OF UP TO $4,000.
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one brand of EV; for example, Tesla 
charging stations only support Tesla 
models. You also have to weigh how 
much your time is worth if it takes an 
hour or more to charge your vehicle. 
To find chargers in your area, charg-
ing networks such as PlugShare, 
ChargePoint and EVgo have smart-
phone applications that will show you 
where to go. 

Charging on the road isn’t neces-
sarily free. Rates for EVgo, for ex-
ample, are based on location. You can 
pay when you get to the charger or you 
can sign up for an EVgo membership 
for reduced rates. Volta’s network of 
chargers offers the first two hours 
free. According to the Department  
of Transportation, charging a plug-in  
hybrid takes up to six hours on a 
Level 1 charger and two hours on a 
Level 2 charger. 

Another caveat is potential range. 
It’s a little-known fact that advertised 
EV battery mileage is a bit misleading. 
Vehicle manufacturers typically rec-
ommend that you charge an EV to 
about 80% in order to preserve the 
longevity of the battery, says Montoya. 
GM estimates that the Blazer EV that’s 
coming next summer should have  
a range of 320 miles on a full charge. 
But you could get much less, especially 
under certain driving conditions, such 
as harsh winters. 

“I think that’s the one thing people 
forget—that battery mileage is affected 
by climate, too,” says Brauer. That’s 
why many EVs offer a range-extend-
ing feature that allows you to have the 
climate control system start heating 
(or cooling) your car while it’s still 
plugged into your home charger. But 
you have to remember to enable this 
feature before you drive. 

Worst case, you may not be able to 
get into your vehicle at all. Reports of 
frozen door handles on Tesla Model 3s 
circulated as early as 2019. Currently, 
Tesla has a winter-maintenance guide 
that instructs owners to use WD-40 to 
preemptively prevent ice buildup. ■

YOU CAN CONTACT THE AUTHOR AT RIVAN_STINSON@ 
KIPLINGER.COM.

https://plugstar.com/tools/incentives 
for guidance based on your zip code. 
Or your dealer may help pay for the 
charger. Chevrolet, for example, offers 
to cover the installation of Level 2 
home chargers for qualified 2022 
Chevy Bolt EV and Bolt EUV buyers or 
those in lease agreements. (The EUV 
is styled more like a crossover SUV.) 

When you have to charge a vehicle 
far from home, note that not all charg-
ing stations are created equal. Some 
are proprietary and work only with 

to give an EV a test run. And while 
saving on gas wasn’t her biggest con-
cern initially, Hinson does admit that 
the E-Tron was nice to have when gas 
prices started going up. She traded in 
the car for a Volkswagen Atlas Cross 
Sport R-line and estimates she spends 
$400 a month at the pump. She admits 
that she misses the gas-free life. 

For those worried about how they 
are going to charge their new vehicle, 
factor the price of installing a home 
charger into your cost analysis. Ac-
cording to HomeAdvisor, homeowners 
can expect to pay, on average, $833 for 
a Level 1 charger or $1,300 for a Level 
2 charger, including labor and materi-
als. The Inflation Reduction Act helps 
on that front, too. 

If you install a home EV charging 
station, the tax credit is 30% of the 
cost of hardware and installation,  
up to $1,000. Localities may offer sub-
sidies on chargers or even the electric-
ity itself for EV owners. Check out 

KIPTIP

Who Qualifies for the EV Tax Credit
First, the car you purchase has to meet  
certain price requirements. Vans, pickup 
trucks and SUVs with a manufacturer’s  
suggested retail price (MSRP) of more 
than $80,000 won’t qualify for the credit. 
For cars to qualify for the credit, the MSRP 
can’t be more than $55,000. If you buy a 
used electric vehicle, it will qualify for the 
tax credit only if it costs $25,000 or less. 

Second, you must meet certain income 
requirements. Single taxpayers must have 
a modified adjusted gross income of less 
than $150,000; a married couple filing 
jointly must have a MAGI of less than 
$300,000. If you file as head of household, 
you must make less than $225,000. 

Finally, these vehicles must meet re-
quirements pertaining to where they were 
assembled, as well as where the parts 
came from. Starting in January 2023, qual-
ifying vehicles must be mostly assembled 
in North America (Canada, Mexico or  

the U.S.), with 40% of critical battery  
materials sourced within the U.S. or a 
country with which the U.S. has a free-
trade agreement. 

These requirements will only get 
stricter. In 2024, for example, that 40%  
of materials sourced from the U.S. or U.S.-
friendly nations increases to 50%. The 
goal by 2032 is to have all qualifying vehi-
cles assembled in North America, as well 
as 80% of materials sourced in the U.S.

Current IRS guidance states that con-
sumers who purchased a vehicle after  
the Inflation Reduction Act was signed on 
August 16 and had that vehicle delivered 
to them by December 31 are still subject  
to the manufacturing cap, on top of having 
to meet the mostly made in North America 
requirement. That leaves out popular 
models such as the 2022 Tesla Model 3 
and Model S, as well as the 2022 and 2023 
Chevrolet Bolt EV. 

Not all charging 
stations are created 
equal. For example, 
the Tesla charging 

stations only 
support Teslas.
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Democracy’s Civilian Force
PAYING IT FORWARD

His group’s mission: to promote American values around the globe.

WHO: Jim Hake, age 65  

WHAT: CEO and Founder,  
Spirit of America

WHERE: Arlington, Va.

PROFILE

What is the mission of Spirit of America? 
To engage citizens in preserving the promise of 
a free and better life. And we do that by working 
alongside U.S. troops and diplomats all over  
the world to help them save and improve lives 
and promote values that are shared by Ameri-
cans and our allies. In the larger scheme, it is  
to demonstrate that the U.S. is  a friend of 
those who seek a better life. 

How did it start? I was motivated  
by the attacks of 9/11 to do something 
to stand up for what America stands 
for. I was a businessperson, without 
any government or military expe-
rience. But I have always felt that 
what America stands for really 
matters: the promise of a free 
and better life. What gave 
me the idea for the organi-
zation was  a National Geo-
graphic show about U.S. 
Special Forces in Afghani-
stan doing things to help 
the local population in very 
remote villages with help 
from friends and family back 
home. I contacted people 
who had connections with 
soldiers and Marines serving 
in Iraq and Afghanistan. 

How many people work for 
you? There are 35 members of our 
team full-time. We’ve almost doubled 
in size in the past 12 months, and we’re  
significantly growing the organization. 

What kind of work have you done in  
Afghanistan? We provided assistance in  

PHOTO BY JOHN BOAL

boys and girls that had been funded by the  
Afghan government. But with the Taliban taking 
control of the country, that funding stopped. 

At what point did you begin focusing on 
Ukraine? Spirit of America has been involved  
in Ukraine since 2014, when Russia took control 
of Crimea and the Donbas. We helped launch 
Ukraine’s first armed forces media entity, an  
FM radio station called Army FM, to meet the 
needs of Ukrainian soldiers.

What aid have you been delivering 
since the war began in 2022? 

Our main focus has been pro-
viding protective aid, such  

as ballistic helmets, bullet-
proof vests, vehicles and 

first-aid kits, as well as 
food and clothing. Our 

support has been fo-
cused on protective aid 
for Ukrainian soldiers 

and civilian volunteers 
on the front lines.

Has it been difficult  
to deliver aid? Thanks 

to the relationships we 
have, our logistics are ex-

tremely fast and effective.  
For example, we have had  

assistance delivered into Poland 
on cargo planes with protective 

aid and assistance for the Ukrainian 
troops and the aid has been in their 

hands within 36 hours. 

Where does funding come from? We’re an 
entirely privately funded 501(c)(3) nonprofit or-
ganization. And the response of Americans who 
want to help has been very, very encouraging. 
For people who donate, we have what we call 
our 100% promise that if people choose to sup-
port a project in Ukraine or in any other part of 
the world, 100% of their funds will be used to 
pay for the expenses of that project. People can 
donate to specific projects through our website 
or by making a note on a check. EMMA PATCH

Afghanistan for more than 15 years, mostly at 
the village level in support of U.S. military and 
civilian personnel. And when the evacuation  
crisis began in August 2021, our team was very 
involved, some directly coordinating evacua-
tions, getting at-risk Afghans out to safety. 
More recently, we have been supporting a 
school for Afghans in Tajikistan of about 500 
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Find your local Barnes & Noble at BN.COM/storelocator

DISCOVER YOUR

NEXT GREAT READ
AT BARNES & NOBLE 
Shop the biggest books—from thrilling fiction and

inspirational life stories to imaginative tales for young readers and more.
There’s something for everyone at Barnes & Noble.
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At Fisher Investments, we hear that 
all the  time  from new clients when 

That’s why 
we’ve collected ideas from our most 
successful clients in one convenient 
guide—99 Retirement Tips

investors like you enjoy the retirement 

you’re nearly or recently retired or 

this guide let you take a look at your 

BUILD YOUR RETIREMENT 
PLAN TO LAST

You’ll be retired a long time, maybe 
longer than you think! The most 

(see 
Tip 12)

(see Tip 42)

Don’t forget to include someone 
who will tell you what you need to 
know and not just what you want 

(see Tip 3)

money manager, meaning
we’re obligated to our clients’ best
interests ahead of our

YOU’VE EARNED
YOUR RETIREMENT

Practice your hobbies to build a 
new skill, or teach one to others 
(see Tip 88)
consider moving closer to your 
kids and grandkids (see Tip 36) or 

for your family to enjoy together (see 
Tip 54)

entertainment ideas in 99 Retirement 
Tips from our clients who can focus
on enjoying their retirement, knowing 
their Investment Counselors are
dedicated to watching out for them in 

CONSIDER YOUR LEGACY

Planning for your later years can be 
uncomfortable, but taking care of 

Get started with a living will to make 
your wishes known (see Tip 6)
estate is large, it might be smart to 
make gifts to family or charities now 
(see Tip 73)

99 Retirement Tips
today for over 90 more great ideas—

knew sooner!

1 2

ABOUT FISHER INVESTMENTS | Since 1979, Fisher Investments has been a fiduciary—meaning we always put 
our clients first. We take time to understand their unique needs and tailor investments to help meet their long-term 
goals. That’s just one reason more than 100,000 investors2 rely on us to manage their portfolios throughout retirement. 

Investors with $500,000 or more can get free1 tips to enjoy a long, comfortable retirement 
simply by calling 800-922-2719 or visiting FisherRetireWell.com/Need

Will You Get the Most
Out of Your Retirement?

“I WISH I’D KNOWN 
THAT BEFORE!”

SPECIAL 
BONUS OFFER: 

MAXIMIZE YOUR  
SOCIAL SECURITY

99 Retirement Tips, we’ll include 
a bonus guide, Maximize Your 

Social Security for Retirement
In volatile markets, see how you 
could get more from your Social 

TO REQUEST YOUR 
FREE1 GUIDES TODAY, 
CALL 800-922-2719
To download your guides, visit 
FisherRetireWell.com/Need

+

http://FisherRetireWell.com/Need
http://FisherRetireWell.com/Need



