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What's
Causing the
Consumey
Blues?

Each month, researchers at the University of Michigan interview hundreds of consumers about their opinions on
current economic conditions, as well as their personal finances, buying intentions, and expectations for the future.
Survey results are captured in the Index of Consumer Sentiment, which is a closely watched economic indicator
because household spending accounts for about two-thirds of U.S. gross domestic product.

Despite a strong labor market, the index fell to an all-time low in June 2022, before starting to improve in the third
quarter. High inflation, the specter of rising interest rates, and stock market declines are some of the reasons
consumers have felt pessimistic about their economic prospects.

Index of Consumer Sentiment
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Three
Stretch IRA

Alternatives

The passage of the SECURE Act in 2019 effectively
eliminated the stretch IRA, an estate planning strategy that
allowed an inherited IRA to continue growing tax deferred,
potentially for decades. Most non-spouse beneficiaries,
including children and grandchildren, can no longer stretch
distributions over their lifetimes. Moreover, proposed IRS
regulations require most designated beneficiaries to take
annual required minimum distributions (RMDs) within the
10-year distribution period if the original account owner
died on or after his or her required beginning date. This
shorter distribution period could result in unanticipated and
potentially large tax bills for non-spouse beneficiaries who
inherit high-value IRAs.

You may be looking for alternative ways to preserve your
wealth and pass it on to your beneficiaries. Here are three
options you might consider.

Roth Conversion

If you are willing to pay income taxes now instead of your
beneficiaries paying them later, you could convert your
IRA to a Roth IRA. Anyone can convert a traditional IRA to
a Roth IRA. However, you generally have to include the
amount you convert in your gross income for the year
converted. Not only would you have to pay taxes on the
amount converted, but the beneficiaries of your Roth IRA
will generally have to liquidate the account within 10 years
of inheriting it, although they won't pay federal income
taxes on the distribution(s).

Life Insurance

You could take distributions from your IRA and use them

to buy life insurance on your life. The beneficiaries you
name in the life insurance policy will receive those
proceeds tax-free at your death. The policy beneficiaries
could use the tax-free proceeds of the life insurance to pay
any income taxes they would owe on the balance of the
IRA they inherit from you. Or, if you've been able to
liquidate or spend down your IRA during your lifetime, the
tax-free life insurance death benefit would replace some or
all of the taxable IRA that otherwise would have been
inherited by the beneficiaries.

Irrevocable Trust

You could create an irrevocable trust and fund it with non-
IRA assets. An irrevocable trust can't be changed or

dissolved once it has been created. You generally can't
remove assets, change beneficiaries, or rewrite any of the
terms of the trust. Often, life insurance is used to fund the
irrevocable trust. You can direct how and when the trust
beneficiaries are to receive the life insurance proceeds
from the trust after your death. In addition, if you have
given up control of the property, all of the property in the
trust, plus any future appreciation on the property, is
removed from your taxable estate.

Wealth Cache

Assets held in individual retirement accounts (IRAs) and
defined-contribution plans such as 401 (k)s dipped in the
first half of 2022 to $21 trillion. Even so, that total was
up more than 25% from year-end 2018.
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While trusts offer numerous advantages, they incur upfront costs and often have
ongoing administrative fees. The use of trusts involves a complex web of tax rules
and regulations. You should consider the counsel of an experienced estate planning
professional and your legal and tax professionals before implementing such
strategies.

As with most financial decisions, there are expenses associated with the purchase of
life insurance. Policies commonly have mortality and expense charges. The cost and
availability of life insurance depend on factors such as age, health, and the type and
amount of insurance purchased. In addition, if a policy is surrendered prematurely
there may be surrender charges and income tax implications. Any guarantees are
subject to the financial strength and claims-paying ability of the insurer.

To qualify for the tax-free and penalty-free withdrawal of earnings, a Roth IRA must
meet the five-year holding requirement, and the distribution must take place after age
59 or due to the owner's death, disability, or a first-time home purchase ($10,000
lifetime maximum). Under current tax law, if all conditions are met, the Roth IRA will
incur no further income tax liability for the rest of the owner's lifetime or for the
lifetimes of the owner's heirs, regardless of how much growth the account
experiences.



A 529 Plan Can Help Jump-Start Your College Fund

Busy, cash-strapped parents might welcome all the help
they can get when saving for college. Building a college
fund, even a small one, can help families feel more in
control and less stressed during the college research and
admission process. Think of a college fund as a down
payment. Then at college time, it can be supplemented by
financial aid (grants, scholarships, loans, and work-study),
current income, and student funds. A good benchmark is
to try and save at least 50% of your child's projected
college costs, but any amount is better than nothing.

A 529 savings plan can be instrumental in building a
college fund. This individual investment account offers the
opportunity for tax-free earnings if the funds are used for
college, making every dollar count. (For withdrawals not
used for qualified education expenses, earnings may be
subject to taxation as ordinary income and a 10% penalty.)
You can set up monthly electronic fund transfers from your
bank account to put your savings on autopilot. But one-off
contributions are allowed, too, and the holidays can be an
excellent time for grandparents or other relatives to make
a small contribution as a gift. The new year is also a good
time to re-double your efforts on building a college fund.
Here are some common questions on opening a 529
savings account.

Can | open a 529 savings account in any state's plan?

Yes. Currently, all states except Wyoming offer one or
more 529 savings plans, and they are generally open to
residents of any state. However, it's a good idea to look at
your own state's 529 plan first, because some states may
restrict any tax benefits (e.g., tax deduction for
contributions, tax-free earnings) to residents who
participate only in the in-state plan. Why open an account
in another state's 529 plan? There could be a number of
reasons, including a wider range of investment options, a
solid investment track record, an excellent investment
manager, or lower management fees.

For a list of all 529 plans by state, visit:
https://www.savingforcollege.com/529-plan-details

What happens if | open a 529 plan in one state and
then move to another state?

Essentially nothing. You can simply leave the account
open and keep contributing to it. Alternatively, you can
switch to a different 529 plan by rolling over the assets
from the original plan to a new 529 plan. You can keep the
same beneficiary (under IRS rules, you are allowed one
529 plan same-beneficiary rollover once every 12
months), but check the details of each plan for any
potential restrictions. If you decide to stay with your

original 529 plan, just remember that your new state
might limit any potential 529 plan tax benefits to residents
who patrticipate in the in-state plan.

Should | open one 529 account for both of my kids or
a separate account for each?

That depends on your personal preferences, but opening
separate accounts often makes sense. Two accounts let
you contribute different amounts for each child as
needed, tailor your investment portfolios to each child's
age, and avoid commingling funds. If you choose one
account and invest too aggressively, you might incur
losses when your older child is close to college. And if
you invest too conservatively, your investment returns
may not keep pace with college inflation for your younger
child. You also run the risk of depleting most or all of the
funds for your oldest child.

How a 529 Account Helps at College Time
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Does it make sense to open a 529 account if my child
is a few years from college?

It might. Even if your child is only a few years from
college, you could theoretically save for another four or
five years, right up through junior year of college. You
could open a 529 account, contribute monthly, and any
earnings would be tax-free if the money is used for
college. Having a designated college account instead of
a general savings account might also lessen the
temptation to dip into it for non-college expenses.

As with other investments, there are generally fees and expenses associated with
participation in a 529 plan. There is also the risk that the investments may lose
money or not perform well enough to cover college costs as anticipated. The tax
implications of a 529 plan should be discussed with your legal and/or tax profes-
sionals because they can vary significantly from state to state. Most states offer-
ing their own 529 plans may provide advantages and benefits exclusively for their
residents and taxpayers, which may include financial aid, scholarship funds, and
protection from creditors. Before investing in a 529 plan, consider the investment
objectives, risks, charges, and expenses, which are available in the issuer's offi-
cial statement and should be read carefully. The official disclosure statements and
applicable prospectuses, which contain this and other information about the in-
vestment options, underlying investments, and investment company, can be ob-
tained by contacting your financial professional.



When Should Young Adults Start Investing for Retirement?

As young adults embark on their first real job, get married, or start a Tax Management
family, retirement might be the last thing on their minds. Even so, they  another reason to start investing for retirement now is to benefit from

might want to make it a financial priority. In preparing for retirement, tax-advantaged workplace retirement plans and IRAs.

the best time to start investing is now — for two key reasons:

compounding and tax management. Lower taxes now. Contributions to traditional 401(k)s and similar
plans are deducted from a paycheck before taxes, so contributing can

Power of Compound Returns result in a lower current tax bill. And depending on a taxpayer's

A quick Internet search reveals that Albert Einstein once called income, filing status, and coverage by a workplace plan, contributions

compounding "the most powerful force in the universe," "the eighth to a traditional IRA may result in an income tax deduction.

wonder of the world," or "the greatest invention in human history." . i
Although the validity of these quotes is debatable, Einstein would not ~ Tax-deferred compounding. IRAs and workplace plans like 401(k)s

have been far off in his assessments. compound on a tax-deferred basis, which means investors don't have
to pay taxes on contributions and earnings until they withdraw the
Compounding happens when returns earned on investments are money. This helps drive compounding potential through the years.

reinvested in the account and earn returns themselves. Over time, the

process can gain significant momentum Future tax-free income. Roth contributions to both workplace

accounts and IRAs offer no immediate tax benefit, but earnings grow
For example, say an investor put $1,000 in an investment that earns on a tax-deferred basis, and qualified distributions are tax-free. A
5%, or $50, in year one, which gets reinvested, bringing the total to qualified Fjlstrlbutlon is one made after the Roth account has bgen
$1,050. In year two, that money earns another 5%, or $52.50, resulting ~ held for five years and the account holder reaches age 597, dies, or
in a total of $1,102.50. Year three brings another 5%, or $55.13, totaling ~ becomes disabled.

$1,157.63. Each year, the earnings grow a little bit more. Over the long
term, the results can snowball. Consider the examples in the
accompanying chart.

Saver's Credit. In 2022, single taxpayers with adjusted gross
incomes of up to $34,000 ($66,000 if married filing jointly) may qualify
for an income tax credit of up to $1,000 ($2,000 for married couples)
for eligible retirement account contributions. Unlike a deduction —

A Head Start Can Be a Strong Ally which helps reduce the amount of income subject to taxes — a credit

is applied directly to the amount of tax wed.
This chart illustrates ~ ***** S applie y e of taxes o

how much an investor Avoiding penalties. Keep in mind that withdrawals from pre-tax
could accumulate by retirement accounts prior to age 59%2 and nonqualified withdrawals

age 65 by investing $300,000 . from Roth accounts are subject to a 10% penalty on top of regular
$3,000 a year starting income tax.

at age 25, 35, and 45 20000
and earning a 6%

$400,000

$147,175

Additional Fuel for the Fire

$100,000 $50,537 . . .
annual rate of return, HEE 590,000 Workplace plans that offer employer matching or profit-sharing
compo”unded s0 = = i contributions can further fuel the tax-advantaged compounding
annually.

potential. Investors would be wise to consider taking full advantage of
employer matching contributions, if offered.

mAmount invested ®Earnings

These hypothetical examples of mathematical compounding are used for illustrative purposes
only and do not reflect the performance of any specific investments. Fees, expenses, and Don't Del
taxes are not considered and would reduce the performance shown if they were included. on't Del ay

Rates of return will vary over time, particularly for long-term investments. Investments offering i i i
the potential for higher rates of return also involve a higher degree of investment risk. Actual With the power of Compoundmg and the many tax advantages’ it may

results will vary. make sense to make retirement investing a high priority at any age.

Contact a Trust Department Staff
Member at CBI Bank & Trust

As trusts can be complex and influenced by a
number of factors, we like to start with a
personal appointment where we get to know
you and your needs. Contact any of the CBI
Bank Trust Department staff members to
arrange an appointment today.
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IMPORTANT DISCLOSURES

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, legal, or retirement advice or recommendations. The information presented here is not
specific to any individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the purpose of avoiding penalties that may
be imposed by law. Each taxpayer should seek independent advice from a tax professional based on his or her individual circumstances.

These materials are provided for general information and educational purposes based upon publicly available information from sources believed to be reliable — we cannot
assure the accuracy or completeness of these materials. The information in these materials may change at any time and without notice.

Nondeposit investment products are available through our Trust & Investment Department. Nondeposit investment products: Are Not FDIC Insured + Not Bank Guaranteed *
May Lose Value + Not a Deposit + Not Insured by Any Federal Government Agency.
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