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The Lock-in Effect Is Easing,

But Oh So Slowly

The lock-in effect is a term that economists use to explain why the existing-home
market has suffered from a severe lack of inventory in recent years. Homeowners
have been discouraged from selling because they would have to finance their
next homes at much higher rates than they pay on their current mortgages.

Nearly two-thirds of outstanding mortgages had rates below 4% in the first
quarter of 2022, after many homeowners grabbed the chance to refinance at
historically low rates during the pandemic. The share of mortgages with very low
rates has ticked down since then, because some households want or need to sell
regardless of interest rates, but it's still much higher than before the pandemic.

Although it's possible that the lock-in effect may linger for years to come, it could
loosen its grip on the housing market more quickly if mortgage rates drop.
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Median age of first-time home buyers
in 2024, a swift increase from age 35 in
2023, and an all-time high. To put this in
perspective, the typical buyer has been
an adult for about 20 years and is just 24
years away from being eligible to claim
early social security benefits (at age 62).
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Have You Set a Retirement Savings Goal?

It's difficult to reach a destination unless you know where you're
heading. Yet only 54% of workers or their spouses have tried
to estimate the savings they would need to live comfortably in
retirement.!

To get a start on establishing a retirement savings goal, use the
simple worksheet on this page to compare the income you think
you will need (or want) with the sources of income you expect.
Keep in mind that estimates are in today's dollars, so your desired
income should account for the rising cost of living between now
and the time you plan to retire.

How much will you need?

Everyone's situation is different, but one common guideline is
that you will need at least 70% to 80% of your pre-retirement
income to meet your retirement expenses. This assumes that you
will have paid off your mortgage, will have lower transportation

and clothing expenses when you stop working, and will no
longer be contributing to a retirement savings plan.

Although some expenses may be lower, others might increase,
depending on your retirement lifestyle. For example, you may
want to travel more or engage in new activities.

Unfortunately, medical expenses will likely be higher as you age. A
recent study suggests that a man, woman, or couple who retired
in 2024 at age 65 — with median prescription drug expenses and
average Medigap premiums — might need $191,000, $226,000,
or $366,000 in savings, respectively, to cover retirement health-
care expenses (not including dental, vision, or long-term care).2
Future retirees may need even higher levels of savings.

Estimate income sources
You can estimate your monthly Social Security benefit at different



retirement ages by establishing a my Social Security account at
ssa.gov/myaccount. The closer you are to retirement, the more
accurate this estimate will be. If retirement is many years away,
your benefit could be affected by changes to the Social Security
system, but it might also rise as your salary increases and the
Social Security Administration makes cost-of-living adjustments.

If you expect a pension from current or previous employment,
you should be able to obtain an estimate from the employer.

Add other sources of income, such as from consulting or a part-
time job, if that is in your plans. Be realistic. Consulting can be
lucrative, but part-time work often pays low wages, and working
in retirement is less likely than you might expect. In 2025, 75% of
workers expected to work for pay after retirement, but only 29%
of retirees said they had actually done so.?

Get Started

This worksheet might give you a general idea of the savings
needed to generate your desired retirement income.

You

1. Annual retirement income desired $80,000
2. Expected income from sources such as

Social Security or a pension ¥30,000
3. Income you need to generate from

savings and investments (line 1- line 2) $50,000
4, Savings needed to provide desired income

for 25 years, assuming 5% annual return $705,000

(line 3 x 141 income generation factor)*
5. Savings needed to provide desired income

indefinitely, assuming 5% annual return $1,000,000

(line 3 +.05)

*Use a factor of 12.5 for 20 years or 15.4 for 30 years; factors are rounded.

This hypothetical example does not account for taxes or inflation and is used for
illustrative purposes only. Rates of return will vary over time, particularly for long-term
investments. Actual results will vary.

The income from your savings may depend on unpredictable
market returns and the length of time you need your savings to
last. Higher returns could enable your nest egg to grow faster, but
it would be more prudent to use a modest rate of return in your
calculations. Remember that all investing involves risk, including
the possible loss of principal, and there is no guarantee that
any investment strategy will be successful. Investments seeking
higher rates of return also involve a higher degree of risk.

A more detailed projection

A rough estimate of your retirement savings goal is a good
beginning, and a professional assessment may be the next step.
Although there is no assurance that working with a financial
professional will improve investment results, a professional can
evaluate your objectives and resources and help you consider
appropriate long-term financial strategies.

1-3) Employee Benefit Research Institute, 2025 (Health-care expenses include Medigap
premiums, Medicare Part B premiums and deductibles, Medicare Part D premiums,
and out-of-pocket prescription drug expenses; projection is based on a 90% chance of
meeting expenses and assumes a 7.32% return on savings from age 65 until expenditures
are made.)

Your Inheritance

According to the Federal Reserve's Survey of Consumer
Finances, taken every three years, slightly more than one in five
U.S. households had received an inheritance as of 2022.1 If you
expect to receive an inheritance one day, these tips may help you
better manage your financial windfall.

Wait a while before you act. Emotions run high after the
death of a loved one. You might regret quitting your job, buying
a sports car, or making other costly decisions before you have
thought them through.

Consider how the funds might be used to strengthen your
financial position now and over the long term. You may also want
to be discreet. Telling people that you have inherited a substantial
amount of money may lead to unwanted advice, business or
investment solicitations, and requests for financial support.

Boost (don't blow up) your lifestyle. If you have a large
balance on a high-interest credit card or vehicle loan, consider
paying it off and using the increased cash flow to save more
toward your retirement or other long-term goals. Whether
it would be wise to pay off your mortgage depends on your
individual circumstances and goals. Investing represents an
opportunity to grow an inheritance and potentially make it last
longer. You could use any income generated by your portfolio to
supplement your paycheck, which might allow you to live better
now while preserving the bulk of the money for future needs,
such as a child's education or your retirement.

Take advantage of tax deferral. If you inherit tax-deferred
assets, such as those in a traditional 401(k) or IRA, keep in mind
that withdrawals are taxed as ordinary income. You could choose
to cash out and pay the taxes all at once, or you might consider
transferring the inherited funds to a properly titled beneficiary
IRA. Inherited retirement funds can be withdrawn over a period
of up to 10 years, although some beneficiaries may have to take
yearly required minimum distributions (if the original owner had
started taking them). Spouses and other eligible designated
beneficiaries receive preferential treatment. The rules and
deadlines for handling inherited retirement account assets and
taking distributions are complex.

Because each choice could have far-reaching implications, be
sure to seek tax guidance.

Consider meeting with a financial professional.
Discussing your situation with someone outside of your family
may help you gain perspective, clarify your goals, and make
sound decisions. Although there is no assurance that working
with a financial professional will improve investment results, he
or she can consider your objectives and available resources and
help you evaluate appropriate financial strategies.

All investing involves risk, including the possible loss of principal,
and there is no guarantee that any investment strategy will be
successful.

1) The Washington Post, November 10, 2023
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Buying a Condo?
Focus on.the Financials

Condominiums, or condos, appeal to home buyers of all ages and
life stages, but they are especially attractive to younger families
and retirees who want to reap the benefits of homeownership
while spending less time and money on upkeep.

Residential condos are typically individually owned apartments
in multi-family buildings, but a condo is a form of property
ownership, not a type of housing.

Condos may also be attached or detached single-family units
within a community. Each owner generally owns and maintains
the interior of the unit and has a shared interest in exterior and
common areas which are maintained by the community, such
as the roof, lobby, and landscaping, and any amenities such as a
fitness center, clubhouse, and pool.

Prices vary, depending on market and other factors, but condos
are generally priced lower than single family houses. In 2024,
the median price of a condo was about 12% less than a single
family home.! But that doesn't necessarily mean you're getting
more bang for your buck. Condo ownership comes with some
special costs and financial implications.

Factor in condo fees

In addition to making mortgage, condo insurance, and real
estate tax payments, condo owners typically pay ongoing,
mandatory fees (called assessments) to a condo association
(COA) or homeowners association (HOA) to cover the costs
of running and maintaining the community. Part of the fees
collected often go into a reserve fund, which is money set aside
to cover unexpected expenses.

On occasion, condo owners may be required to make a one-
time payment in addition to regular monthly fees. This special
assessment may be necessary when there is not enough money
in the reserve fund to cover a large or unexpected expense.

When you're buying a condo, it's important to understand
that fees are likely to go up each year, as maintenance and
upgrade expenses, utility costs, and insurance premiums for
the community increase. Fees vary widely, but condo fees that
seem especially low in comparison to similar communities could
be a red flag. Perhaps residents are unwilling to pay more to
strengthen reserves or maintenance is being deferred, which is
a serious issue that can lead to critical, expensive repairs, and
diminish the property's resale value. On the other hand, condo

fees that seem especially high could also be a problem — will
they become unaffordable if they continue to rise? High condo
fees could also deter future buyers.

Look at appreciation potential

Like single family homes, condos may appreciate in value over
time. In 2024, condos appreciated 2.9% on average, while single
family homes appreciated 5%.2

Of course, real estate appreciation fluctuates, depending on
market conditions, and depreciation is also possible. Before you
make an offer, consider current value, market trends, location,
size, age, condition, recent improvements, and whether any
assessments might affect the future value.

Monthly fees reported by COA and HOA
members
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Source: Foundation for Community Association Research, 2024 Homeowner Satisfaction
Survey. Fees were reported as part of a nationwide survey; they may not reflect average
fees in your area. COA fees are typically higher than HOA fees because they must cover
extra services and additional maintenance costs.

Other considerations

Work with a knowledgeable real estate professional. Someone
who knows the condo market well can help you navigate the
buying process. This includes doing a comparable sales analysis
and pointing out positive or negative factors that could affect
future costs or appreciation potential.

Review condo documents. These will spell out community
rules and regulations (called covenants, conditions, and
restrictions) and bylaws. Also review financial statements to
help ensure that the community is adequately funded, and ask
questions.

Explore financing options. Getting a mortgage for a condo
is generally similar to getting one for a single family home, but
there are some different rules and qualifications. For example,
the condo community must meet lender guidelines, so the
lender may ask to review the community's proof of insurance,
financial statements, and condo documents. Interest rates and
costs may vary, and not every lender will finance condominiums,
so you'll need to shop around.

Understand rental rules if you plan to rent out your

condo. Some communities ban rentals, while others may have
limits on the length of a lease or the percentage of owners who
are able to rent their units.

1-2) National Association of Realtors, 2024
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The Markets
As of June 20, 2025

The Federal Open Market Committee (FOMC) decided to
maintain the target range for the federal funds rate at 4.25%-
4.50% following its meeting last week. In reaching its decision,
the Committee noted that economic activity has continued to
expand at a solid pace, although swings in net exports have
affected the data. The unemployment rate remained low and
labor market conditions continued to be solid, while inflation
was somewhat elevated. The FOMC observed that uncertainty
about the economic outlook had diminished but remained
prevalent. The Committee's summary of economic conditions
projects two rate cuts of 25 basis points each by the end of 2025.

Prices for imports were unchanged in May following an advance
of 0.1% in April. Import prices rose 0.2% from May 2024. Import

fuel prices declined 4.0% in May, the largest monthly decline
since September 2024. Prices for nonfuel imports advanced
0.3% in May and rose 1.7% over the last 12 months. Prices for
exports decreased 0.9% in May, the largest one- month decline
since October 2023. Despite the May decline, export prices
increased 1.7% from May 2024 to May 2025.

Industrial production (IP) fell 0.2% in May after increasing 0.1%
in April. Manufacturing output ticked up 0.1% in May, driven by a
4.9% gain in motor vehicles and parts. Manufacturing excluding
motor vehicles and parts fell 0.3%. Mining increased 0.1% last
month, while utilities decreased 2.9%. Total IP in May was 0.6%
above its year-earlier level.

Single-family housing starts in May were 0.4% above the April
approximation. Privately-owned housing completions in May
were 5.4% above the April estimate but 2.2% below the May
2024 figure. Single-family housing completions in May were
8.1% above the April rate.

For the week ended June 14, there were 245,000 new claims
for unemployment insurance, a decrease of 5000 from the
previous week's level, which was revised up by 2,000. According
to the Department of Labor, the advance rate for insured
unemployment claims for the week ended June 7 was 1.3%,
unchanged from the previous week's rate. The advance number
of those receiving unemployment insurance benefits during the
week ended June 7 was 1,945,000, a decrease of 6,000 from
the previous week's level, which was revised down by 5,000.

Contact a Trust Department Staff Member at CBI Bank & Trust

As estate planning and investment management 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 Trust Department staff

members to arrange an appointment today.
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TOM MCINTIRE

Vice President & Trust Officer
(309) 344-2450

Tom.McIntire@thefmbank.com
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JONATHAN D. HOLTHE

Senior Vice President
& Senior Trust Officer

(563) 262-3124
Jon.Holthe@cbibt.com

DALE SCHLUTZ

Trust Officer & Farm
Management Specialist

(563) 262-3823
dale.schlutz@cbibt.com

JAMES PACE

Trust Officer
(309) 743-1201

James.Pace@cbibt.com

CBI Bank & Trust locations: Beloit | Bettendorf | Buffalo Prairie | Coralville | Davenport | Joy | Kalona
Moline | Muscatine | Roscoe | Walcott | Washington | Wilton

F&M Bank locations: Brimfield | Galesburg | Monmouth | Peoria
cbibt.com

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.



