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How Much Income Does Social Security Replace?
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See disclaimer on final page

Social Security can play an important role in funding retirement, but it was
never intended to be the only source of retirement income. The Social Security
benefit formula is based on a worker's 35 highest-earning years (indexed for
inflation), and the percentage of pre-retirement income replaced by the benefit
is lower for those with higher earnings, reflecting the assumption that higher
earners can fund retirement from other sources.

Here are replacement rates — based on five levels of earnings — for someone
who claims benefits at full retirement age (FRA) in 2024 (i.e., born in 1958 and
claiming at age 66 and 8 months). Rates would be similar for those who claim
at FRA in other years.

Source: Social Security Administration, 2023 (Rates are based on scheduled benefits under current
law and may be significantly lower in the future if Congress does not address the Social Security
shortfall.)

$3,822

Maximum monthly Social
Security benefit for someone
who claims benefits at full
retirement age in 2024.
Someone who claims at age
62 in 2024 would only be
eligible for a maximum of
$2,710, while a claimant who
delayed to age 70 could
receive a maximum of $4,873.
To receive the maximum
benefit, you must earn the
maximum income subject to
Social Security tax for each of
your 35 highest-earning years.
This is indexed for inflation
and has ranged from $25,900
in 1980 to $168,600 in 2024.

Source: Social Security
Administration, 2023
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Key Retirement and Tax Numbers for 2024
Every year, the Internal Revenue Service announces
cost-of-living adjustments that affect contribution limits
for retirement plans and various tax deduction,
exclusion, exemption, and threshold amounts. Here
are a few of the key adjustments for 2024.

Estate, gift, and generation-skipping
transfer tax
• The annual gift tax exclusion (and annual

generation-skipping transfer tax exclusion) for 2024
is $18,000, up from $17,000 in 2023.

• The gift and estate tax basic exclusion amount (and
generation-skipping transfer tax exemption) for 2024
is $13,610,000, up from $12,920,000 in 2023.

Standard deduction
A taxpayer can generally choose to itemize certain
deductions or claim a standard deduction on the
federal income tax return. In 2024, the standard
deduction is:

• $14,600 (up from $13,850 in 2023) for single filers or
married individuals filing separate returns

• $29,200 (up from $27,700 in 2023) for married joint
filers

• $21,900 (up from $20,800 in 2023) for heads of
households

The additional standard deduction amount for the blind
and those age 65 or older in 2024 is:

• $1,950 (up from $1,850 in 2023) for single filers and
heads of households

• $1,550 (up from $1,500 in 2023) for all other filing
statuses

Special rules apply for an individual who can be
claimed as a dependent by another taxpayer.

IRAs
The combined annual limit on contributions to
traditional and Roth IRAs is $7,000 in 2024 (up from
$6,500 in 2023), with individuals age 50 or older able
to contribute an additional $1,000. The limit on
contributions to a Roth IRA phases out for certain
modified adjusted gross income (MAGI) ranges (see
table). For individuals who are active participants in an
employer-sponsored retirement plan, the deduction for
contributions to a traditional IRA also phases out for
certain MAGI ranges (see table). The limit on
nondeductible contributions to a traditional IRA is not
subject to phaseout based on MAGI.

Note: The 2024 phaseout range is $230,000–$240,000 (up from
$218,000–$228,000 in 2023) when the individual making the IRA
contribution is not covered by a workplace retirement plan but is filing jointly
with a spouse who is covered. The phaseout range is $0–$10,000 when the
individual is married filing separately and either spouse is covered by a
workplace plan.

Employer-sponsored retirement plans
• Employees who participate in 401(k), 403(b), and

most 457 plans can defer up to $23,000 in
compensation in 2024 (up from $22,500 in 2023);
employees age 50 or older can defer up to an
additional $7,500 in 2024 (the same as in 2023).

• Employees participating in a SIMPLE retirement plan
can defer up to $16,000 in 2024 (up from $15,500 in
2023), and employees age 50 or older can defer up
to an additional $3,500 in 2024 (the same as in
2023).

Kiddie tax: child's unearned income
Under the kiddie tax, a child's unearned income above
$2,600 in 2024 (up from $2,500 in 2023) is taxed using
the parents' tax rates.
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Do You Have These Key Estate Planning Documents?
Estate planning is the process of managing and
preserving your assets while you are alive, and
conserving and controlling their distribution after your
death. There are four key estate planning documents
almost everyone should have regardless of age,
health, or wealth. They are: a durable power of
attorney, advance medical directive(s), a will, and a
letter of instruction.

Durable power of attorney
Incapacity can happen to anyone at any time, but your
risk generally increases as you grow older. Consider
what would happen if, for example, you were unable to
make decisions or conduct your own affairs. Failing to
plan may mean a court would have to appoint a
guardian, and the guardian might make decisions that
would be different from what you would have wanted.

A durable power of attorney (DPOA) enables you to
authorize a family member or other trusted individual
to make financial decisions or transact business on
your behalf, even if you become incapacitated. The
designated individual can do things like pay everyday
expenses, collect benefits, watch over your
investments, and file taxes.

There are two types of DPOAs: (1) an immediate
DPOA, which is effective at once (this may be
appropriate, for example, if you face a serious
operation or illness), and (2) a springing DPOA, which
is not effective unless you become incapacitated.

Advance medical directive(s)
An advance medical directive lets others know what
forms of medical treatment you prefer and enables you
to designate someone to make medical decisions for
you in the event you can't express your own wishes. If
you don't have an advance medical directive,
health-care providers could use unwanted treatments
and procedures to prolong your life at any cost.

There are three types of advance medical directives.
Each state allows only a certain type (or types). You
may find that one, two, or all three types are necessary
to carry out all of your wishes for medical treatment.

• A living will is a document that specifies the types of
medical treatment you would want, or not want, in a
particular situation. In most states, a living will takes
effect only under certain circumstances, such as a
terminal illness or injury. Generally, one can be used
solely to decline medical treatment that "serves only
to postpone the moment of death."

• A health-care proxy lets one or more family members
or other trusted individuals make medical decisions
for you. You decide how much power your
representative will or won't have.

• A do-not-resuscitate (DNR) order is a legal form,
signed by both you and your doctor, that gives

health-care professionals permission to carry out
your wishes.

Will
A will is quite often the cornerstone of an estate plan. It
is a formal, legal document that directs how your
property is to be distributed when you die. Your will
should generally be written, signed by you, and
witnessed. If you don't leave a will, disbursements will
be made according to state law, which might not be
what you would want.

There are a couple of other important purposes for a
will. It allows you to name an executor to carry out
your wishes, as specified in the will, and a guardian for
your minor children.

Most wills have to be filed with the probate court. The
executor collects assets, pays debts and taxes owed,
and distributes any remaining property to the rightful
heirs. The rules vary from state to state, but in some
states smaller estates are exempt from probate or
qualify for an expedited process.

Letter of instruction
A letter of instruction is an informal, nonlegal
document that generally accompanies a will and is
used to express your personal thoughts and directions
regarding what is in the will (or about other things,
such as your burial wishes or where to locate other
documents). This can be the most helpful document
you leave for your family members and your executor.

Unlike your will, a letter of instruction remains private.
Therefore, it is an opportunity to say the things you
would rather not make public.

A letter of instruction is not a substitute for a will. Any
directions you include in the letter are only suggestions
and are not binding. The people to whom you address
the letter may follow or disregard any instructions.

Take steps now
Life is unpredictable. So take steps now, while you
can, to have the proper documents in place to ensure
that your wishes are carried out.

Percentage of Americans with a will, by age
group

Source: Caring.com, 2023

Page 3 of 4, see disclaimer on final page



Get Ready to Visit the Metaverse
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If you can't help but notice a growing fascination with
"the metaverse," both in pop culture and the financial
news, you may be wondering what all the buzz is
about. Contrary to how it sounds, there is no single,
definitive metaverse — at least not yet. The term refers
broadly to the various 3-D digital spaces that are being
created with emerging technologies such as virtual
reality (VR), augmented reality (AR), and artificial
intelligence (AI), so that people can have more lifelike
online experiences.

Giant tech companies and innovative start-ups have
already spent billions of dollars to build virtual worlds
and develop related software, devices, and
accessories (such as headsets, bodysuits, and gloves
with sensors). And some of them have little to show for
it but steep losses.1

Even so, continuing expansion of the metaverse is
expected to have a major impact on the real business
world, potentially to the tune of $100 billion by the end
of the decade.2

Is It the Future or Just a Game?
With virtual reality, users can interact with the digital
images and video that they see inside their goggles.
Augmented reality means that digital content is
overlaid on top of real-world views. Mixed-reality
applications combine elements of VR and AR. Each
user is depicted by an avatar that represents that
person's online identity.

Source: McKinsey, 2022

As it stands now, social gaming platforms are the most
popular and familiar example of the metaverse.
However, early adopters have donned their headsets
to participate in immersive workout sessions and
attend virtual live events such as concerts and music
festivals. One survey found that many people can see
themselves using the metaverse to shop (48%), seek
health care (47%), travel virtually to other places
(46%), catch up with friends and family (45%), learn
something new (43%), collaborate with others (35%),
or even go on a date (28%), in the next five years.3

Tech moguls seem confident that the metaverse is the
inevitable evolution of the internet. Still, it's yet to be
seen how compelling these virtual worlds will turn out
to be. And with cutting-edge devices selling for $1,500
to $3,000 and up, it could be a while until access to the
metaverse is affordable for the typical consumer.4

1–2, 4) Bloomberg.com, January 23, 2023

3) McKinsey, 2022
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