Retired and Resilient: Strategies for the 2020s

By Rodney Van Belle

Retirement is no longer that short period after a lifetime of work. It is a major
life stage that is often as long — or longer — than middle age (40 to 60) or
youth (20 to 40). What this means is that retirement planning does not — and
should not — end when you retire. If anything, there is just as much planning
required during retirement as leading up to it.

Joseph Coughlin, founder and director of the MIT Agelab and a featured
speaker at one of our Thought Forums, sees retirement as yet another
opportunity to redefine yourself. And we agree. There are likely to be many
transitions, not just one, as well as unplanned events that punctuate life.
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THREE WAYS TO BE RETIRED & RESILIENT

To allow for maximum flexibility, your assets and financial accounts should be
managed to provide a tax-efficient income stream that will last well into your
90s. How we go about this has changed and is likely to change again in the
2020s. What retirees are facing at the start of the 2020s are historically low
interest rates and low tax rates, at least for the time being. These two things,
combined with new laws and regulations, are what inform the retirement
plans we develop for clients.

#1. Invest for Total Return. It used to be that you could fund most (if not all)
lifestyle expenses using the income — interest and dividends — from relatively
safe investments such as municipal and Treasury bonds, corporate debt and
dividend-paying stocks. Investing for income has become harder and harder,
given the falling level of interest rates since 2009. Most portfolio income
these days is generated from stock dividends.
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Strategies for Generating Retirement Paychecks
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There are three major ways to invest for retirement income (see chart above), and here at LNWM we
tend to use the Total Return approach. Generally, this means staying fully invested in a diversified
portfolio with client-specific targets for price volatility (risk) and return. We access funds from the
portfolio primarily by rebalancing and selling as needed, while continuing to reinvest all dividends.

A Total Return portfolio makes sense now for many reasons. Reinvesting dividends allows you to buy
in at different price levels over time, helping to lower risk. It is also tax-efficient. Dividends and capital
gains on sales are taxed at significantly lower rates — ranging from 0% to 20% — than regular income
and interest, which are taxed as income at your highest marginal rate.

#2. Optimize when and how you access funds. Historically, common wisdom was to deplete taxable
accounts first and wait to use your retirement accounts when you were”really” old and had less
income coming in. This advice can be faulty now, especially for higher-income Americans faced with
the prospect of rising tax rates. We find that sourcing withdrawals from a variety of accounts — both
taxable and tax-deferred — usually works best.

You have great control over when, how, and from where to source withdrawals. Why not make the
most of that? Often, it is beneficial to “roll over” an existing IRA or 401(k) account incrementally into a
Roth IRA, distributions from which will be tax-free after five years. This is called a Roth IRA conversion.

Unlike traditional retirement accounts, Roth IRAs have no Required Minimum Distributions (RMDs)
starting in your 70s. You will owe regular income taxes on the rollover amount, so some strategizing is
required to keep you from getting bumped up to a higher tax bracket. The idea is to mix and match
your sources of income to take advantage of the different ways it will be taxed, and to create a bigger
stream of tax-free income for the future.

#3. Beware of new laws and regulations. One of the things we do is to make sure client retirement
plans are updated and prepared for new laws and regulations. The latest change affecting retirees is
the SECURE Act, signed into law by Congress in December 2019.
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KEY PROVISIONS OF THE SECURE ACT

«  No more “stretch” IRAs. If you inherit an IRA from someone other than your spouse (say from a
parent who passed away), you now have up to 10 years to withdraw ALL the money. In the past,
withdrawals could be made over your life expectancy. This new rule applies not only to IRAs but
also to inherited 401(k) accounts, and to Roth IRAs (although withdrawals from Roth IRAs are not
taxed). This new rule took effect on Jan. 1, 2020, so if you are already taking required minimum
distributions from inherited retirement accounts this will not affect you.

If you are planning to leave an IRA, Roth IRA or 401(k) account balance to your heirs, it is worth
considering how it will affect their tax situation. This also applies to IRAs that are transferred to
trusts for the benefit of family members or others.

TAXES ON RETIREMENT ACCOUNTS

T £A Tax-Deductible Tax-Deferred Tax-Deductible
bl e L L Contributions Account Growth Contributions
Pre-tax 401(k) \/ All withdrawals taxed
Traditional IRA as ordinary income
Roth 401(k) \/ \/

Roth IRA

After-tax 401(k) \/ All withdrawals taxed
Non-deductible traditional IRA as ordinary income
Health Savings Account (HSA) \/ \/ \/

For qualified health care expenses

+ RMDs begin at age 72. The government specifies Required Minimum Distributions (RMDs) from
IRAs and other retirement accounts. While RMDs used to start at age 70 %2, that is now 72. Note
that the SECURE Act did not change the age at which you can make a charitable donation from
your IRA to get the tax benefit. That age remains at 70 %2 and now creates a unique one or two-
year window when IRA distributions may qualify as charitable contributions, but not as RMDs
(that haven't yet begun).

« No age limit for IRA contributions. If you have income from any type of work, you can
continue contributing to an IRA, including Roth IRAs, at any age. Previously, the cut-off for
making contributions to IRAs was age 70 2.

+ Tax deduction for medical expenses. If your medical expenses are 7.5% or more of your gross
income in any one year, you can claim them as a deduction (assuming these and all your other
deductions total more than the standard deduction). The 7.5% cutoff will not rise to 10%.

MAKING THE MOST OF RETIREMENT

Retirement is not a static time of life, even though the media and many financial planners often make
it appear that way. This is why resilience — both financial and personal — is just as important during
retirement as any other stage in life. We are here to help you stay nimble by making the most of your
assets and finances so you can live the life you want.

Key Questions for Intentional Estate Planning

Answering these questions will help focus you on what matters most.

Learn more
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ABOUT THE AUTHOR

Rodney Van Belle, CFP® is a Client Advisor at Laird Norton Wealth Management, with more than 25 years experience
in financial and investment management. Rodney provides clients with a big-picture perspective on their finances
while also making sure that all the moving parts of their wealth plan are working together as intended. He consults
regularly with LNWM experts in investing, taxes and trust and estate planning to create and implement financial
strategies that enable clients to lead the lives they want.

ABOUT LAIRD NORTON WEALTH MANAGEMENT

With nearly $5 billion in assets under advisement, Laird Norton Wealth Management is the Northwest's premier
wealth management company. Founded in 1967 to serve the financial management needs of the Laird and Norton
families, the firm now provides integrated wealth management solutions to more than 600 individuals, families,
business leaders, private foundations and nonprofit organizations.

801 Second Avenue, Suite 1600, Seattle WA 98104 206.464.5100 800.426.5105 lairdnortonwm.com

DISCLOSURE

All investments involve a level of risk, and past performance is not a guarantee of future investment results. The value of investments and the
income derived from them can go down as well as up. Future returns are not guaranteed and a loss of principal may occur. All investment
performance can be affected by general economic conditions and the extent and timing of investor participation in both the equity and fixed
income markets. Fees charged by LNWM will reduce the net performance of the investment portfolio.

The information presented herein does not constitute and should not be construed as legal advice or as an offer to buy or sell any investment
product or service. Any opinions or investment planning solutions herein described may not be suitable for all investors nor apply to all situations.
Al opinions expressed are those of Laird Norton Wealth Management and are current only as of the date appearing on this material.

Any accounting, business or tax advice contained in this presentation (or communication, including attachments and enclosures) is not intended as
a thorough, in-depth analysis of specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax-related penalties.

Some investments may not be publicly traded and they may only allow redemptions at certain times conditioned on various notice provisions and
other factors as more fully described in the related offering and subscription documents provided at the time of the investment. Due to the nature
of these types of investment funds, hedge funds, fund of funds, and similar partnership-like investment vehicles, they should be considered illiquid.
In addition to restrictions on redemption, they often include holdback provisions that may delay a full redemption for several months or longer.
There is no guarantee that the amount of the initial investment can be received upon redemption. Due to the nature of the tax reporting that may
be available from these types of investments, clients should expect to extend the filing of their tax returns.

A benchmark is an unmanaged index, and its performance does not include any advisory fees, transaction costs or other charges that may be
incurred in connection with your investments. Indices are statistical composites and are shown for informational purposes only. It is not possible to
invest directly in an index. Indices are unmanaged and are not subject to management fees. Any benchmark whose return is shown for comparison
purposes may include different holdings, a different number of holdings, and a different degree of investment in individual securities, industries

or economic sectors than the investments and/or investment accounts to which it is compared. Comparisons of individual account or portfolio
performance to an index or benchmark composed of indices are unreliable as indicators of future performance of an actual account or portfolio.
Actual performance presented represents past performance net of investment management fees unless otherwise noted. Other fees, such as
custodial fees or transaction related fees may not be reflected in the actual performance results shown.

Certain information herein has been obtained from public third party data sources, outside funds and investment managers. Although we believe
this information to be reliable, no representation or warranty, expressed or implied, is made, and no liability is accepted by Laird Norton Wealth
Management or any of its officers, agents or affiliates as to the accuracy, completeness or correctness of the information herein contained. In
addition, due to the nature of an investment or the date of the creation of the attached presentation, some values shown or used in the calculation
of performance may be based on estimates that are subject to change.

All data presented is current only as of the date thereon shown. Laird Norton Wealth Management is comprised of two distinct entities that may
offer similar services to clients. Laird Norton Trust Company is a State of Washington chartered trust company. Its wholly owned subsidiary, Laird
Norton Tyee Asset Strategies, LLC, is an Investment Advisor registered with the Securities and Exchange Commission. Such registration does not
imply any level of skill or expertise.
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