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Financial Regrets

A 2023 survey found that about three out of four U.S. adults had a financial regret. The most common were not
saving for retirement early enough, taking on too much credit card debt, and not saving enough for emergency
expenses. It's probably not surprising that the weight that people placed on these and other regrets varied by

generation — and regret about not saving early enough for retirement was higher for those closer to retirement

age.

Biggest financial regret, by generation
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Source: Bankrate, July 19, 2023 (categories not shown include "something else" and "don't know")
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Should You Buy or Lease Your Next Vehicle?

New vehicle prices have skyrocketed these past few
years, with the cost averaging well over $48,000
toward the end of 2023.1 These increased costs,
coupled with rising interest rates, mean that buying a
vehicle can take a significant bite out of your budget. If
you are in the market for a new vehicle, you might be
wondering if leasing it would save you money.

As a rule, if you plan on keeping a vehicle for a long
period of time, it makes more sense to buy it. But if
having the latest technology and safety features is
important to you, leasing might be the best option,
allowing you to drive a new vehicle every few years.
To help you decide, you should also determine how
each option fits into your lifestyle or budget. Here are
some points to consider.

Ownership

When you buy a vehicle, you usually finance a portion
of the purchase price and pay it back over time with
interest. When the loan term ends and the vehicle is
paid for, you own it. You can keep it as long as you
like, and any retained value (equity) is also yours to
keep.

When you lease a vehicle, you don't own it — the
leasing company does — so you do not have any equity
built up once the lease is over. At the end of the lease
term, you can choose to either return the vehicle or

buy it at its residual value, which is set forth in the
lease. If you end up returning it early, the dealer may
require you to pay a hefty fee. If you still need a

vehicle at the end of the lease term, you'll need to start
the leasing (or buying) process all over.

Share of new vehicle loans, by loan term
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Source: Experian, 2023

Monthly payments

If you finance all or part of your new vehicle purchase,
you will have a monthly payment that will vary based
on the amount you finance, the interest rate, and the
loan term. When comparing loans, it's important to
look at the total amount of money you will end up
paying over the life of the loan. While a longer loan
term may give you a more affordable monthly

payment, you will end up paying more money over the
loan term.

In general, monthly lease payments are usually lower
than monthly loan payments since you are mainly
paying for the vehicle's depreciation during the lease
term as opposed to the purchase price. This means
that leasing may allow you to drive a more expensive
vehicle than what you could otherwise afford.

Mileage

How much do you plan on driving? When you buy a
vehicle, you can drive it as many miles as you want.
However, a vehicle with higher mileage may be worth
less if you plan to trade it in or sell it at some point
down the road.

Vehicle leases come with up-front mileage limits,
typically ranging from 12,000 to 15,000 miles per year.
If you exceed these limits, you can end up incurring
costly penalties in the form of excess mileage charges.

Maintenance

When you sell your vehicle, condition matters, so you
may receive less if it hasn't been well maintained. As
your vehicle ages, repair bills may be greater,
something you typically won't encounter if you lease.

Generally, you will have to service a leased vehicle
according to the manufacturer's recommendations. In
addition, you'll need to return your vehicle with normal
wear and tear (according to the leasing company's
definition). Anything above normal wear and tear may
result in excess charges.

Up-front costs

When you buy a vehicle, the up-front costs you incur
may include the cash price or a down payment for the
vehicle, taxes, title, and other fees.

The up-front costs associated with leasing a vehicle
may include an acquisition fee, down payment,
security deposit, first month's payment, taxes, title, and
other fees.

Additional buying vs. leasing tips
Keep the following tips in mind when determining
whether or not to buy or lease a vehicle:

» Shop wisely. Make sure you read the fine print and
fully understand all terms or conditions.

» Negotiate. To get the best deal, be prepared to
negotiate the price of the vehicle and the terms of
any loan/lease offer.

* Run the numbers. Calculate both the short-term
and long-term costs associated with each option.

» Consider tax implications. This is especially
important if you use your vehicle for business and/or
have an electric vehicle.

1) Kelley Blue Book, 2024
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A Pension Strategy that May Boost Your Income

If you participate in a traditional pension plan (also
known as a defined benefit plan), your plan may offer
several payout options including "qualified joint and
survivor annuity" (QJSA) if you are married. A QJSA is
an annuity that pays a dollar amount (usually monthly)
for the rest of your life, with at least 50% of that
amount continuing to your spouse after your death.
However, if your spouse consents in writing, you can
waive the QJSA and elect instead to receive a
single-life annuity. With a single-life annuity, payments
are made over your lifetime but stop upon your death.
For example, if you receive just one payment after
retirement and then die, the single-life annuity would
end, and the plan would make no further payments.

Why elect a single-life option instead of the
QJSA?

The single-life annuity generally pays a significantly
larger pension benefit than the QJSA. That's because
the payments are designed to last for one lifetime
instead of two. Pension plan participants who want to
maximize their monthly retirement income are often
tempted to choose the single-life annuity for this
reason. However, most pensioners are also concerned
about providing for their spouses if they should die
first.

What is pension maximization?

Pension maximization is a strategy that may help solve
this dilemma. The way it works is that your spouse
waives the QJSA and you elect the single-life annuity.
You then use the additional pension income to
purchase insurance on your life, with your spouse
named as beneficiary. If you die first, the pension
payments will stop, but your spouse will receive the life
insurance death proceeds free from federal income
tax. The idea is that by coupling the larger pension
payments with the purchase of a life insurance policy
on your life, you may be able to increase your total
income during retirement, while also providing for your
spouse's financial future if you die first.

Is pension maximization right for you?
There are a number of factors to consider. Are you
insurable? If not, pension maximization is not a viable
strategy. How much will the life insurance cost? (If you
are relatively young and in good health, the insurance
premiums may be much more affordable than if you
are older and/or in poor health.) How much more does
the single-life annuity pay than the QJSA? The larger
the benefits under the single-life annuity, the more life
insurance you'll probably want to buy. (Also make sure
to factor in any cost-of-living adjustment the pension
plan may provide when analyzing your payment
options.) How healthy is your spouse, and what is
his/her life expectancy?

Advantages and Disadvantages of Pension
Maximization

Advantages:
« Increased retirement income potential

«  More flexibility and control

¢

«  May provide assets for your heirs and
beneficiaries

Disadvantages:
«  Cost of life insurance
Income from life insurance may be insufficient
Life insurance policy could lapse

Are there income tax considerations?

The monthly retirement benefits you and your spouse
receive from your pension are generally treated as
taxable income, subject to federal (and possibly state
and local) income tax. This is true regardless of
whether you elect a single-life annuity payout or a
QJSA. However, since the pension benefits are larger
with a single-life annuity, electing that payout option
will increase your taxable income during retirement. If
you elect the QJSA payout, when the first spouse dies,
the pension payout to the survivor will be included in
the survivor's taxable income.

If you instead use the pension maximization strategy
and die before your spouse, the life insurance death
benefits will not be included in your surviving spouse's
taxable income, because life insurance death benefits
generally pass free from income tax to the beneficiary
of the policy. Any earnings from investments of the life
insurance proceeds by your surviving spouse (e.g.,
interest, dividends, and capital gains) may generally
be included in your spouse's taxable income.

The pension maximization strategy is not for everyone,
but it could be worth considering as you and your
spouse evaluate your pension benefit options. (Note:
Any guarantees associated with payment of death
benefits, income options, or rates of return are based
on the financial strength and claims-paying ability of
the insurer. Policy loans and withdrawals will reduce
the policy's cash value and death benefit.)

Caution: While life insurance proceeds are generally
free from income tax to the beneficiary, estate taxes
are another matter. If this is a concern, you should
consult a qualified estate planning attorney for
appropriate strategies.

Be sure to seek qualified professional guidance, since
choosing a pension payout option and life insurance
coverage can be complex and will impact both your
financial future and your spouse's.
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Can Home Improvements Lower Your Tax Bill? It Depends

Most home improvements are not tax deductible — with
one possible exception. In certain situations, you may
be able to deduct improvements deemed necessary
for medical reasons (not just beneficial to general
health). If you itemize instead of taking the standard
deduction, you can deduct unreimbursed medical
expenses that exceed 7.5% of your adjusted gross
income, so the tax savings could be significant if a
costly home improvement pushes your total medical
expenses above that threshold. Installing air
conditioning to help treat asthma or modifying a home
to make it wheelchair accessible are common
examples of qualifying expenses.

Here are two more ways that improving your home
could potentially reduce your tax burden.

Capital improvements

Projects that add to the value of your home, prolong its
life, or adapt it to new uses are considered capital
improvements. When you sell your home in the future,
you can add the cost of capital improvements to your
initial basis (what you paid for it originally), reducing
your capital gain and the resulting tax bill.

Some examples of capital improvements include
remodeling the kitchen, replacing all your home's
windows, adding a bathroom, or installing a new roof.
Repairs that keep your home in good condition (such
as repainting, replacing a broken door or window, or
fixing a leak) don't count as capital improvements.

However, an entire repair job may be considered an
improvement if it's done as part of an extensive
remodel or restoration.

Energy-saving tax credits

The Inflation Reduction Act of 2022 reconfigured two
nonrefundable tax credits for home improvements that
save energy. Unlike a deduction, which reduces your
taxable income, a tax credit lowers your tax bill dollar
for dollar. Both credits are available only for the
installation of new products that meet specific energy
efficiency requirements.

The energy efficient home improvement credit is
equal to 30% of qualified expenditures for an existing
home (not new construction). A $3,200 maximum
annual credit is available through 2032. A $2,000 limit
(30% of all costs, including labor) applies to electric or
natural gas heat pumps, heat pump water heaters, and
biomass stoves and boilers. A separate $1,200 limit
applies to home energy audits and building envelope
components (such as exterior doors, windows,
skylights, and insulation) and energy property
(including central air conditioners).

The residential clean energy property credit is a
30% tax credit available for qualifying expenditures for
clean energy property (and related labor costs) such
as solar panels, solar water heaters, geothermal heat
pumps, wind turbines, fuel cells, and battery storage.

The content herein 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 is a member of SIPC.
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