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$28,026

Average out-of-pocket amount
families spent on college in
2022-23, an 11% increase
over the previous year.

Source: How America Pays for
College 2023, Sallie Mae
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How the Typical American Family Pays for College

The typical family uses a combination of income, savings, grant aid, and loans
to pay for college. For the past several years, income and savings from
parents and students have consistently covered about half of the total cost,
with grant aid covering about one quarter of the total cost and loans covering
most of the remainder.

Starting a college fund early and aggressively looking for grant aid from
colleges can help families reduce the amount they may need to borrow. A net
price calculator, available on every college website, can help families estimate
how much grant aid a student might receive at a particular college.
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Eight Great Investing Quotes

Investing can be daunting, whether you are
experienced or a beginner. Even if you feel confident
about your investing strategy, it can be easy to lose
focus or make decisions based on emotion. Here are
eight quotes from successful investors, economists,
and other insightful thinkers that may help provide
perspective and focus for your own investing strategy.

"The individual investor should act
consistently as an investor and not as a
speculator.™

— Benjamin Graham, investor, author, and teacher
known as the "father of value investing." A speculator
takes large risks in the hopes of making large quick
gains. An investor focuses on risk-appropriate
strategies to pursue long-term goals.

"Don't try to buy at the bottom and sell at
the top. It can't be done except by liars."2
— Bernard Baruch, investor and presidential adviser.
Trying to time the market may be tempting, but it rarely
works, because no one really knows when the market
has reached its top or bottom.

"If you aren't willing to own a stock for 10
years, don't even think about owning it for
10 minutes."3

— Warren Buffett, investor, businessman, and
philanthropist. Buffett, a former student of Benjamin
Graham, is perhaps the most famous proponent of
patient "buy and hold" investing.

"Take measured risk."4

— Doris P. Meister, investment manager and business
leader. All investing involves risk, but risk can be
managed through careful research and proven
strategies such as asset allocation and diversification.

"Regardless of what happens in the
markets, stick to your investment program.
Changing your strategy at the wrong time
can be the single most devastating

mistake you can make as an investor."5

— John Bogle, investor and mutual fund industry
pioneer. A sound investment strategy should be
designed to carry you through market ups and downs.

"Know what you own, and know why you

own it."6

— Peter Lynch, investment manager, author, and
philanthropist. Your portfolio should be assembled with
an eye toward meeting your long-term financial goals,
not by rushing to own the "flavor of the month."

il , JL

"Investing should be more like watching
paint dry or watching grass grow. If you
want excitement, take $800 and go to Las
Vegas."7

— Paul Samuelson, 1970 Nobel laureate in economic
sciences. Investors often make poor decisions when
they are driven by adrenalin; patience is more likely to
produce positive results in the long run.

"Compound interest is the eighth wonder
of the world. He who understands it, earns

it ... he who doesn't ... pays it."8

— Albert Einstein, 1921 Nobel laureate in physics. Even
though this and similar quotes are often attributed to
Einstein, it's uncertain whether he ever said them.
Either way, one of the most powerful tools for investors
is reinvesting interest, dividends, and capital gains.

There is no guarantee that any investing strategy will
be successful. 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.
Investments seeking to achieve higher returns also
involve a higher degree of risk. Asset allocation and
diversification are methods used to help manage
investment risk; they do not guarantee a profit or
protect against investment loss.

1, 6, 7) Investopedia, September 15, 2023

2, 5) BrainyQuote, accessed March 28, 2024
3, 8) Goodreads, accessed March 28, 2024

4) U.S. News & World Report, March 11, 2024
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Thinking of Selling Your Home? Don't Be Surprised by Capital Gains Taxes

The Taxpayer Relief Act of 1997 provided
homeowners who sell their principal residence an
exclusion from capital gains taxes of $250,000 for
single filers and $500,000 for joint filers. At that time,
the average price of a new home was about $145,000,
so this exclusion seemed generous and allowed more
Americans to move freely from one home to another.1
Unfortunately, the exclusion was not indexed to
inflation, and what seemed generous in 1997 can be
restrictive in 2024.

Capital gains taxes apply to the profit from selling a
home, so they may be of special concern — and
potential surprise — for older homeowners who bought
their homes many years ago and might yield well over
$500,000 in profits if they sell. In some areas of the
country, a home bought for $100,000 in the 1980s
could sell for $1 million or more today.2 At a federal
tax rate of 15% or 20% (depending on income) plus
state taxes in some states, capital gains taxes can
take a big bite out of profits when selling a home.
Fortunately, there are some things you can do to help
reduce the taxes.

Qualifying for exclusion

In order to qualify for the full exclusion, you or your
spouse must own the home for at least two years
during the five-year period prior to the home sale. You
AND your spouse (if filing jointly) must live in the home
for at least two years during the same period. The
exclusion can only be claimed once every two years.
There are a number of exceptions, including rules
related to divorce, death, and military service. If you do
not qualify for the full exclusion, you may qualify for a
partial exclusion if the main reason for the home sale
was a change in workplace location, a health issue, or
an unforeseeable event.

Increasing basis for lower taxes

The capital gain (or loss) in selling a home is
determined through a two-part calculation. First, the
selling price is reduced by direct selling costs,
including certain fees and closing costs, real estate
commissions, and certain costs that the seller pays for
the buyer. (The amount of any mortgage pay-off is not
relevant for determining capital gains.) This yields the
amount realized, which is then reduced by the
adjusted basis.

The basis of your home is the amount you paid for it,
including certain costs related to the purchase, plus
the costs of improvements that are still part of your
home at the date of sale. In general, qualified
improvements include new construction or remodeling,
such as a room addition or major kitchen remodel, as
well as repair-type work that is done as part of a larger
project. For example, replacing a broken window
would not increase your basis, but replacing the
window as part of a project that includes replacing all

windows in your house would be eligible. This basis is
adjusted by adding certain payments, deductions, and
credits such as tax deductions and insurance
payments for casualty losses, tax credits for energy
improvements, and depreciation for business use of
the home. (See hypothetical example.)

Hypothetical Example

Pete and Joanne purchased their home for $100,000 in
1985 and sold it for $800,000 in 2024. This is how their
capital gains might be calculated.

Capital gains Basis

$800,000 sales price $100,000 purchase price

- $50,000 direct selling costs +  $8,000 purchase costs
$750,000 amount realized +_$52,000 improvements

- $150,000 adjusted basis $160,000 total basis
$600,000 capital gain - $10,000 solar energy credit

- $500,000 capital gains exclusion $150,000 adjusted basis
$100,000 taxable gains

At a 15% rate — which applies to most taxpayers —
this would cost $15,000 in federal capital gains taxes.

This hypothetical example of mathematical principles is for illustration
purposes only. Actual results will vary.

Inheriting a home

Upon the death of a homeowner, the basis of the
home is stepped up (increased) to the value at the
time of death, which means that the heirs will only be
liable for future gains. In community property states,
this usually also applies to a surviving spouse. In other
states, the basis for the surviving spouse is typically
increased by half the value at the time of death (i.e.,
the value of the deceased spouse's share).

Determining the capital gain on a home sale is
complex, so be sure to consult your tax professional.
For more information, see IRS Publication 523 Selling
Your Home.

1) U.S. Census Bureau, retrieved from FRED, Federal Reserve Bank of St.
Louis, 2024

2) CNN, January 29, 2024
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Retroactive Social Security Benefits: A Chance to Turn Back Time

Did you know that if you postpone claiming Social
Security past your full retirement age, you have the
option of receiving a lump-sum payment for up to six
months of benefits when you finally apply?

Receiving retroactive benefits in a lump sum might be
helpful if you face a change in health or need cash in
an emergency. However, you'll want to think through
the consequences, because taking an initial lump sum
will reduce your monthly Social Security retirement
benefit for the rest of your life.

For example, let's say your full retirement age is 67,
and your full retirement benefit would be $2,400. You
decide to wait to apply for Social Security. By waiting
past full retirement age, you earn delayed retirement
credits that will increase your benefit by 8% per year,
up to age 70. You apply for retirement benefits at age
67 and 6 months. Your benefit is now $2,496, due to
the delayed retirement credits you've earned, 4%
higher than at age 67.

If you opt to take benefits retroactively in a lump sum,
your official Social Security start date and the amount
of your monthly benefit will be rolled back by six
months, and you will lose six months of delayed
retirement credits. Your lump-sum benefit will be
based on your age 67 benefit, so you will receive
$14,400 ($2,400 x 6) — a sizeable amount. The
downside is that your ongoing monthly benefits will be
permanently reduced.

In this example, because you received a lump-sum
payment for six months of benefits, your ongoing
monthly benefit will be 4% lower for the rest of your
life.

Full retirement age
is 66 to 67, depending
on year of birth.

Factors to consider when deciding if you should take
retroactive benefits include your life expectancy and
whether you have a greater need for immediate funds
or ongoing retirement income. If you're married, your
decision might affect future benefits paid to your
surviving spouse, because these will be based on
what you were receiving. There may also be tax
consequences.

There's no single "right" time to claim Social Security
retirement benefits. Knowing that you have the option
to claim retroactive benefits any time after you reach
full retirement age and before age 70 might help
lessen the pressure of trying to perfectly time your
decision.

Horizons Insurance and Financial Services, Inc does not provide legal, tax, or variable investment advice.
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