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As we continue to navigate life
during COVID and hope we'll be
able to gather together safely by
spring, it's important to continue
planning for significant life
events, the possibility of changing
tax laws and an economy that's
still expanding. We encourage
you to take a few moments to
write down your priorities for
2022 and share them with us.
Know we are available to review
your situation and answer your
questions, and look forward to
supporting you in reaching your
goals.

Home Prices Have Risen at Record Pace
U.S. home prices rose 20% during the 12 months ending in August 2021 as
buyer demand far exceeded the supply of dwellings for sale. This was the
largest annual price increase in the history of the monthly S&P/Case-Shiller
U.S. National Home Price Index going back to 1988. The index continued
strong growth at a slightly slower pace in the fall, typically a time when the
market takes a breather.
Home prices fell during most past recessions, but the housing market has
been anything but normal since the pandemic began in 2020. In many cities,
builders struggle to build enough homes to meet the demand driven by low
interest rates, a desire for more space while working and schooling at home,
and the aging of millennials into homeownership. This trend was amplified by
labor shortages and spiking material costs in 2021.

Sources: S&P Dow Jones Indices, 2021 (data for the period January 1988 to October 2021); The Wall
Street Journal, July 27, 2021; National Association of Realtors, November 17, 2021
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When Two Goals Collide: Balancing College and Retirement Preparations
You've been doing the right thing financially for many
years, saving for your child's education and your own
retirement. Yet now, as both goals loom in the years
ahead, you may wonder what else you can do to help
your child (or children) receive a quality education
without compromising your own retirement goals.

explores colleges in the years ahead, be sure to
investigate merit-aid opportunities as well. A net price
calculator, available on every college website, can give
you an estimate of how much financial aid (merit- and
need-based) your child might receive at a particular
college.

Knowledge Is Power

Don't Lose Sight of Retirement

Start by reviewing the financial aid process and
understanding how financial need is calculated.
Colleges and the federal government use different
formulas to determine need by looking at a family's
income (the most important factor), assets, and other
household information.

What if you've done all you can and still face a sizable
gap between how much college will cost and how
much you have saved? To help your child graduate
with as little debt as possible, you might consider
borrowing or withdrawing funds from your retirement
savings. Though tempting, this is not an ideal move.
While your child can borrow to finance his or her
education, you generally cannot take a loan to fund
your retirement. If you make retirement savings and
debt reduction (including a mortgage) a priority now,
you may be better positioned to help your child repay
any loans later.

A few key points:
• Generally, the federal government assesses up to
47% of parent income (adjusted gross income plus
untaxed income/benefits minus certain deductions)
and 50% of a student's income over a certain
amount. Parent assets are counted at 5.6%; student
assets are counted at 20%.1
• Certain parent assets are excluded, including home
equity and retirement assets.
• The Free Application for Federal Student Aid
(FAFSA) relies on your income from two years prior
(the "base year") and current assets for its analysis.
For example, for the 2023-2024 school year, the
FAFSA will consider your 2021 income tax record
and your assets at the time of application.

Some Parents Use Retirement Funds to Pay
for College

Strategies to Consider
Financial aid takes two forms: need-based aid and
merit-based aid. Although middle- and higher-income
families typically have a tougher time receiving
need-based aid, there are some ways to reposition
your finances to potentially enhance eligibility:
• Time the receipt of discretionary income to avoid the
base year.
• Have your child limit his or her income during the
base year to the excludable amount.
• Use countable assets (such as cash savings) to
increase investments in your college and retirement
savings accounts and pay down consumer debt and
your mortgage.
• Make a major purchase, such as a car or home
improvement, to reduce liquid assets.
Many colleges use merit-aid packages to attract
students, regardless of financial need. As your family

Source: Sallie Mae, 2021
Consider speaking with a financial professional about
how these strategies may help you balance these two
challenging and important goals. There is no
assurance that working with a financial professional
will improve investment results.
Withdrawals from traditional IRAs and most
employer-sponsored retirement plans are taxed as
ordinary income and may be subject to a 10% penalty
tax if taken prior to age 59½, unless an exception
applies. (IRA withdrawals used for qualified
higher-education purposes avoid the early-withdrawal
penalty.)
1) College Savings Plan Network, 2021
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Smoothing Market Ups and Downs
After the wild ride of 2020, the U.S. stock market was
relatively calm in 2021, but there was still plenty of
volatility. There were 55 days when the S&P 500 index
— generally considered representative of U.S. stocks —
closed with a rise or fall of 1% or more from the
previous day's closing price. And there were seven
days with a change of more than 2%.1
The good news for investors is that the trend was
generally upward, and the S&P 500 ended the year up
almost 27%.2 But no matter which way the market is
moving, trying to choose the "right" time to buy or sell
can be stressful and counterproductive.

Steady Investments
If Tina invested $6,000 in a security with a $50 share price
in month one, she could purchase 120 shares. If instead she
invested $1,000 each month over a six-month period, she
might be able to accumulate more shares for the same
dollar investment, which could result in a lower average cost
per share.

An investor who waits to buy may be frustrated as
prices rise and then decide to stop waiting and
purchase securities just before prices drop. On the
other hand, an investor who sells when prices are
dropping may lock in losses and miss out on gains
when the market turns upward again. That's why one
of the most fundamental maxims of investing is "you
can't time the market."
One approach that might help steady your blood
pressure and build your portfolio over time is
dollar-cost averaging.

A Consistent Strategy
Dollar-cost averaging involves investing a fixed
amount on a regular basis, regardless of share prices
and market conditions. Theoretically, when the share
price falls, you would purchase more shares for the
same fixed investment. This may provide a greater
opportunity to benefit when share prices rise and could
result in a lower average cost per share over time.
If you are investing in a workplace retirement plan
through regular payroll deductions, you are already
practicing dollar-cost averaging. If you want to follow
this strategy outside of the workplace, you may be
able to set up automatic contributions to an IRA or
other investment account. Or you could make manual
investments on a regular basis, perhaps choosing a
specific day of the month.
You might also use a similar approach when shifting
funds among investments. For example, let's say you
want to shift a certain percentage of your stock
investments to more conservative fixed-income
investments as you approach retirement. You could
execute this in a series of regular transactions over a
period of months or years, regardless of market
movements.

This hypothetical example is based on mathematical principles and used
for illustrative purposes only; it does not represent the performance of any
specific investment. Actual results will vary.

Dollar-cost averaging does not ensure a profit or
prevent a loss, and it involves continuous investments
in securities regardless of fluctuating prices. You
should consider your financial ability to continue
making purchases during periods of low and high price
levels. However, dollar-cost averaging can be an
effective way to accumulate shares to help meet
long-term goals.
Asset allocation is a method used to help manage
investment risk; it does not guarantee a profit or
protect against investment loss. All investments are
subject to market fluctuation, risk, and loss of principal.
When sold, they may be worth more or less than their
original cost.
1–2) S&P Dow Jones Indices, S&P 500 index for the period 12/31/2020 to
12/31/2021. Retrieved from FRED, Federal Reserve Bank of St. Louis. The
S&P 500 is an unmanaged group of securities that is considered to be
representative of the U.S. stock market in general. The performance of an
unmanaged index is not indicative of the performance of any specific
investment. Individuals cannot invest directly in an index. Past performance
is not a guarantee of future results. Actual results will vary.
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A Map for Your Family
A will is an essential legal document that describes
how your estate should be distributed upon your
death. It is the basis for the probate process and can
serve as a guide for your heirs.
A letter of instruction — which has no legal status —
provides information that can help your loved ones
settle your estate and move forward with their lives.
You might consider it a map for your family.
Unlike a will, which must follow legal guidelines for
your state and may require an attorney, a letter of
instruction can be written yourself in any way you
choose. Here are some topics you may want to
address.
Financial accounts and account numbers, including
online user names and passwords. If you prefer not to
write down user names or passwords, the executor of
your estate should be able to access accounts with the
account numbers and your Social Security number.
List of documents and their locations, including (but
not limited to) your will, insurance policies, tax returns,
bank and investment account documents, real estate
deeds and mortgage documents, vehicle titles, Social
Security and Medicare cards, marriage and/or divorce
papers, and birth certificate.
Contact information for professionals who handle
your financial and legal affairs, such as your attorney,
financial advisor, insurance agent, and accountant.

Also include others who may be helpful, such as a
business partner or trusted friend.
Bills and creditors, including when payments are due
and other pertinent information, such as loan terms
and balances as of the date of the letter.

Your final wishes for burial or cremation, a funeral or
memorial service, organ donation, and charitable
contributions in your memory.
You might also include more personal thoughts or life
lessons that you want to pass on, or you could write a
separate letter. Keep your letter of instruction in a safe,
yet accessible place and tell your loved ones where it
can be found. It might be wise to give a copy of the
letter to the executor of your estate and other trusted
friends or advisers.
Be sure to review the letter regularly and update it as
appropriate. Your heirs will thank you for taking the
time to prepare.

The accompanying pages have been developed by an independent third party. Commonwealth Financial Network is not responsible for
their content and does not guarantee their accuracy or completeness, and they should not be relied upon as such. These materials are
general in nature and do not address your specific situation. For your specific investment needs, please discuss your individual
circumstances with your representative. Commonwealth does not provide tax or legal advice, and nothing in the accompanying pages
should be construed as specific tax or legal advice. Advisory services offered through Commonwealth Financial Network®, a Registered
Investment Adviser.
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