
Cynthia L. Keith, CFA 
Kevin T. Henry, CFP 
Oppenheimer & Co. Inc. 
5301 Wisconsin Ave, NW Ste 300 • Washington • DC • 20015 
202-261-0769 • 877-999-9280 
cynthia.keith@opco.com • www.oppenheimer.com/keithandhenry 

Closing the Social Security Funding Gap 
According to the 2021 Social Security Trustees Report, the reserves that help fund Social Security retirement 
and disability benefits will be depleted in 2034, one year earlier than last year's projection due to the pandemic. 
At that time, the program will be able to pay only 78% of scheduled benefits. Numerous bills have been 
introduced to address the shortfall, but lawmakers have stalled because potential fixes require increased taxes 
and/or benefit reductions. The chart below shows the estimated percentage of the 75-year Social Security 
funding gap that would be closed by some proposed changes. 

Source: Social Security Administration, December 13, 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. 

Knowledge Is Power 
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. 

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. 

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 

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. 

Don't Lose Sight of Retirement 
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. 

Some Parents Use Retirement Funds to Pay 
for College 

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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Three Things to Consider Before Buying a Vacation Home 
The arrival of the COVID-19 pandemic in 2020 led to a 
surge in demand for vacation/second homes — mainly 
spurred by government shutdowns and stay-at-home 
advisories. Whether working remotely, attending 
school online, or meeting up with friends and family 
virtually, people found themselves spending more time 
than ever at home.1 If you are thinking about buying a 
vacation home, here are three things to consider 
before taking the plunge. 

Tax Benefits 
The tax treatment of your home will depend largely on 
how much time you (or a family member) use the 
property for personal purposes relative to the amount 
of time you rent it to others. If you plan to use the 
home for your personal use only, or rent it to others for 
fewer than 15 days per year, you can typically deduct 
property taxes, qualified residence interest, and 
casualty loss deductions. Rental income from a 
second home under these circumstances is not 
taxable and rental expenses are not deductible. 

When you rent out your home for more than 15 days 
during the year, and your personal use of the home 
exceeds the greater of 14 days during the year or 10% 
of the days rented, then the property is considered a 
vacation home for tax purposes. You may deduct 
property taxes, qualified residence interest, and 
casualty loss deductions. However, rental expenses 
must be divided between personal and rental use, and 
deductible expenses are generally limited to the 
amount of income generated by the property. In 
addition, all rental income is reportable. Consider 
seeking advice from an independent tax or legal 
professional. 

There are inherent risks associated with real estate 
investments and the real estate industry, each of 
which could have an adverse effect on the financial 
performance and value of a real estate investment. 
Some of these risks include: a deterioration in national, 
regional, and local economies; tenant defaults; local 
real estate conditions, such as an oversupply of, or a 
reduction in demand for, rental space; property 
mismanagement; changes in operating costs and 
expenses, including increasing insurance costs, 
energy prices, real estate taxes, and the costs of 
compliance with laws, regulations, and government 
policies. Real estate investments may not be 
appropriate for all investors. 

Affordability 
Though there may be some financial benefits to 
owning your own small piece of paradise (e.g., rental 
income, increase in property value), you should only 
purchase a vacation home if you crunched the 
numbers and find that you can truly afford it. In 
addition to a mortgage, you'll have to pay property 
taxes and, depending on where the home is located, a 

higher premium for hazard and liability insurance. The 
amount of money you pay for electricity, heat, sewer, 
water, phone, and other utilities will depend on how 
frequently and how many people use/occupy the 
vacation home. And unless your home comes 
furnished, initially you will need to spend money on 
furniture, bedding, and housewares to make sure that 
your home is equipped and ready for use/occupancy. 

You'll also have to spend money on keeping up the 
home. Maintenance costs can include cleaning, yard 
work, pool or spa maintenance, plowing, and both 
major and minor repairs. If you're buying a condo or a 
home that is part of a homeowners association, you'll 
have to pay a monthly fee to cover 
maintenance/upkeep. Finally, if you are plan to rent 
out your vacation home, you may need to hire a 
property management company that will help you 
market, list, and maintain your rental property for a fee. 

Share of Vacation Home Sales to Total 
Existing Home Sales 

Source: National Association of Realtors, 2021 

Investment Potential 
Is the property located near a highly sought-after 
vacation destination? If so, it may turn out to be a good 
investment. Popular vacation rentals tend to increase 
in value over time, helping you build equity and 
accumulate wealth. In addition, it could generate 
enough rental income to help cover your mortgage and 
property taxes throughout the year. 

If you vacation often enough, owning a vacation home 
could also end up saving you money in the long run. 
Compare the cost of your annual mortgage payments 
to what you normally pay for vacations during the year. 
You may be surprised to find that the costs are similar. 
Are you are planning for or nearing retirement? If so, 
you could buy a vacation home with the goal of 
eventually using it as your primary residence when you 
retire. 
1) National Association of Realtors, 2021 
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Planning to Quit Your Job? What to Know Before You Go 
About 4.3 million U.S. workers quit their jobs 
voluntarily in December 2021, after a record 4.5 million 
quit in November — the largest number since the 
Bureau of Labor Statistics (BLS) began recording 
voluntary job separations in December 2020.1 

There are plenty of theories about why people are 
quitting in droves, including a strong job market and 
pandemic-induced worker burnout. Regardless of your 
reasons, here are a few important considerations to 
keep in mind before you join the employment exodus. 

Your plan should reflect reality. Unless you already 
have a new job lined up, be realistic about how long it 
might take to re-enter the workforce. According to the 
BLS, almost one-third of individuals who were 
unemployed in December 2021 had been out of work 
for 27 weeks or more.2 Could you afford to maintain 
your current lifestyle without being paid for six months 
or even longer? You might need sufficient savings to 
cover your expenses for at least that long. 

You may incur new expenses. Voluntarily leaving 
your job can affect your financial security in other 
ways, too. For example, you might lose important 
workplace benefits, such as typically more affordable 
group life, health, and dental insurance, and access to 
an employer-sponsored retirement plan. Maintaining 
these benefits while unemployed could be financially 
burdensome at best — or impossible at worst. Before 
giving notice, assess your entire range of financial 
needs and the potential consequences of quitting. 

It can pay to stay. Because hiring and training new 
workers can be time-consuming and costly, some 
employers may be more willing to make concessions 
to keep the employees they already have. Whether 
you want a higher salary, new responsibilities, or a 
different work/life arrangement, this could be an ideal 
time to make your case to your employer. Consider 
listing examples of the current and future value you 
bring to your job. Then schedule a meeting with your 
manager to discuss those points and make a proposal. 
It could turn out to be a win-win proposition. 
1-2) U.S. Bureau of Labor Statistics, 2022 
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