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Boomer Homeownership and Retirement

With the youngest baby boomers turning 60 in 2024, a survey from mortgage
agency Freddie Mac looked at the relationship of boomer homeownership to
retirement and aging. Here are some of the findings. All percentages apply to
baby boomers (born 1946 to 1964), who hold about half the nation's home
equity, amounting to more than $17 trillion.
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How Has SECURE 2.0 Affected 401(k) Plans?

Since its inception in 1980, the 401(k) plan has
become a key tool in helping Americans build wealth.
In fact, the number of people who have become
millionaires through their 401(k) plans reached
537,000 in 2024, a 27% increase from 2023.1 The
SECURE 2.0 Act, passed in 2022, introduced new
features designed to make 401(k)s even more
appealing to workers. The following features are
optional for employers, and while some have been
adopted, others have yet to gain traction.

Emergency access

In most cases, early withdrawals from 401(k) plans are
subject to ordinary income tax and an additional 10%
early distribution penalty. However, there are certain
exceptions to the penalty, including several introduced
by SECURE 2.0:

 Withdrawals of up to $1,000 for personal or family
emergencies

* Distributions of up to $22,000 for expenses related to
a federally declared natural disaster

 Withdrawals of up to the lesser of $10,500 (in 2025)
or half the account balance for an account holder
who is the victim of domestic abuse

« Distributions to a terminally ill employee

In addition, SECURE 2.0 ushered in a hew option to
help employees save for emergencies, known as a
pension-linked emergency savings account (PLESA).
Also called a "sidecar" account, a PLESA allows
workers to make Roth-type contributions, which means
they are not tax deductible, but withdrawals are
tax-free. Employees can save up to $2,500 each year
(or a lower limit, as determined by the employer), and
money is invested in lower-risk vehicles. Employees
are allowed to make withdrawals at least once per
month, generally for any reason.

SECURE 2.0 also authorized employers to allow
workers to "self-certify" their need for hardship
withdrawals, which are distributions permitted in
certain situations if the employee has limited financial
resources. Previously, employees were required to
prove they had an "immediate and heavy financial
need" for the money. (Note that hardship withdrawals
and $1,000 emergency withdrawals are different types
of distributions.)

Super catch-ups

Catch-up contributions, which allow employees age 50
and older to contribute more to their 401(k) plans than
younger workers, have existed since 2001. Thanks to
SECURE 2.0, employers may now allow workers who
reach age 60 to 63 during the year to contribute even
more through what have become known as "super
catch-ups." In 2025, all 401(k) plan participants can
contribute up to $23,500. Employees age 50 to 59 and
64 and older can contribute an additional $7,500, and

those who reach age 60 to 63 can contribute an
additional $11,250. These limits are indexed to
inflation, which means they are periodically increased.

Student loan match

This program is designed to help alleviate the risk that
some workers may be unable to save for retirement
while paying off student debt. Through the student
loan match, employers can make matching
contributions into a retirement savings account based
on an employee's student loan payments.

Roth match

With this option, employees can have their employer
matching and non-elective contributions invested on a
Roth, rather than a pre-tax, basis. The benefit is that,
under current law, this feature can help workers build a
source of potentially tax-free retirement income,
provided certain conditions are met. A Roth distribution
is tax-free if it is made after the account has been held
for at least five years and the employee reaches age
59v, dies, or becomes disabled.

401(k) Appreciation Day

Percentage of retirement plan participants who agree
with the following statements:
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Which features are being adopted?

The new exceptions to the 10% penalty, the
self-certification for hardship withdrawals, the super
catch-ups, and the Roth matches are among the new
plan features employers are adopting. On the other
hand, employers have been slow to launch PLESAs
and offer the student loan match. Industry observers
indicate it may be due to the technology and/or added
administrative burden these features require. In the
case of the student loan match, some plan sponsors
have noted that not enough employees have a need
for the benefit.2

1) MarketWatch, February 27, 2025

2) Plansponsor.com, February 3, 2025; PSCA.org, January 21, 2025;
Alight, 2025
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Avoiding Probate with a TOD Deed and TOD Account

If you want to leave your home to your children or
other heirs and keep the property out of the costly and
time-consuming probate process, you could place your
home in a living trust. Trusts offer numerous
advantages, but they incur up-front costs, often have
ongoing administrative fees, and involve a complex
web of tax rules and regulations.

More than half of U.S. states offer a simpler and less
expensive way to avoid probate through a
transfer-on-death (TOD) deed (also called a
beneficiary deed). As the name suggests, this is a
legal document that directly transfers ownership of the
property from you to your designated beneficiary or
beneficiaries upon your death. You retain full
ownership and control while you are alive, and your
beneficiary has no rights to the property until after your
death. (Beneficiaries also inherit any associated
financial obligations, such as a mortgage or lien.)

The TOD deed must be filed with the appropriate land
records office. The deed supersedes your will, so be
sure the provisions of your will match the deed. If you
change your mind, the deed can be revoked and/or
replaced through a new filing. As with all beneficiary
documents, it would be wise to designate contingent
beneficiaries in the event that a designated beneficiary
predeceases you.

In some states, a married couple who own a house
together through joint tenancy or as community
property with right of survivorship would each have to
complete a TOD deed. The deed for the first spouse
who dies would be void, and the deed for the second
spouse would transfer ownership to the designated
beneficiary(ies).

TOD accounts

In most states, you can apply a transfer-on-death
provision to individual non-retirement brokerage
accounts. This typically involves filing a form with the
financial institution to designate a beneficiary or
beneficiaries (including contingent beneficiaries) and
register the account as TOD. Ownership of the TOD
account would transfer directly to the designated
beneficiary(ies) upon your death without going through
probate. Like TOD deeds, a TOD account designation
supersedes your will.

For a joint account, the effect of a TOD designation
would depend on the type of account.* Retirement
accounts generally go directly to the beneficiary(ies)
without probate and do not require being retitled as
TOD.

Bank accounts offer a similar designation called
Payable on Death (POD). One key difference is that
POD accounts typically do not allow contingent
beneficiaries.

States in dark blue allow a TOD deed

Florida, Michigan, and Vermont (light blue) allow a similar document called
an enhanced life estate deed or Lady Bird deed. Texas and West Virginia
allow TOD and Lady Bird deeds. Source: Nolo, October 8, 2024

Estate and capital gains taxes

A TOD deed or account designation does not remove
the property or account assets from your taxable
estate. However, with high federal estate tax exclusion
amounts, few estates would likely be subject to federal
estate taxes.**

If your heirs sell your home or account assets, they
could be subject to capital gains taxes regardless of
whether they receive the property/account through a
living trust or a TOD deed. However, the step-up in
basis provision of U.S. tax law automatically sets the
basis as the fair market value of the home or account
at the time of your death, effectively eliminating all
capital gains up to that time. Your heirs could shelter
$250,000 of gains ($500,000 for a married couple) if
they live in the home for two out of five years before
selling. (There is no shelter provision for financial
accounts.)

Although you do not need an attorney to execute a
TOD deed in most states, you may want to consult an
attorney familiar with the laws of your state. You
should consider the counsel of experienced estate
planning, legal, and tax professionals before
implementing trust strategies.

*A TOD designation on a joint ownership/tenancy or tenants by/in the
entirety account would only become effective if both owners die

simultaneously. A TOD on a tenants in common account would be similar
to an individual account.

**For estates of those who die in 2025, the exclusion is $13.99 million, with
a combined $27.98 million exclusion for a married couple.
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Three Ways to Help Build Financial Resilience

Roller-coaster markets, global events, and unexpected
life changes can catch you off guard. Little wonder that
you might worry about the potential effects on your
financial well-being. Fortunately, you can take steps to
build the resilience you need to help handle
challenging times and hopefully emerge even stronger.

Fortify your foundation

Developing a new budget or reviewing an existing one
may help reduce stress and feelings of vulnerability by
reminding you that you still have control over many
aspects of your personal finances. A budget is a
foundational tool that outlines your income and
expenses and shows how much money you have
coming in compared to how much money you have
going out. If you find that you are spending more than
you realized, you can make adjustments.

An important companion to a budget is an emergency
fund. When you have an unexpected expense, you
can use your emergency reserves to cover it instead of
dipping into long-term savings or racking up costly
credit card debt that could throw your budget off track
at a time you can least afford it. Consider starting an
emergency fund and building it up over time. Having
some short-term savings might also help you get
through difficult economic times.

Stress-test your portfolio
When you're investing for retirement or another
financial goal, assessing the potential impact of

various scenarios may help you prepare for and
manage the financial impact of unexpected events.
This could be done using computer simulations to
analyze how your portfolio might perform. Doing this at
regular intervals may help take some of the emotion
out of decision-making during stressful times, helping
you address gaps and opportunities.

There is no assurance that a simulation will be
accurate. Because of the many variables involved, you
should not rely on simulations without realizing their
limitations. All investing involves risk, and there is no
assurance that any financial strategy will be
successful.

Anticipate future challenges

Of course, you're never going to be prepared for every
financial scenario. But developing a written financial
strategy and reviewing it periodically may help you
thoughtfully navigate life's twists and turns. It
documents and organizes the pieces of your financial
picture, helping you stay focused on the future as you
weather current storms.

Building financial resilience is an ongoing process, and
it's never too late to start. Becoming better positioned
for downturns can help you feel more confident that
you can handle whatever challenges come your way.

This newsletter should not be construed as an offer to sell or the solicitation of an offer to buy any security. The information enclosed
herewith has been obtained from outside sources and is not the product of Oppenheimer & Co. Inc. ("Oppenheimer") or its affiliates.
Oppenheimer has not verified the information and does not guarantee its accuracy or completeness. Additional information is available
upon request. Oppenheimer, nor any of its employees or affiliates, does not provide legal or tax advice. However, your Oppenheimer
Financial Advisor will work with clients, their attorneys and their tax professionals to help ensure all of their needs are met and properly
executed. Oppenheimer & Co. Inc. transacts business on all principal exchanges and SIPC.
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