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Boomer Homeownership and Retirement

With the youngest baby boomers turning 60 in 2024, a survey from mortgage
agency Freddie Mac looked at the relationship of boomer homeownership to
retirement and aging. Here are some of the findings. All percentages apply to
baby boomers (born 1946 to 1964), who hold about half the nation's home
equity, amounting to more than $17 trillion.
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Life Insurance Might Help During Turbulent Economic Times

During times of economic uncertainty and when the
stock market is volatile, life insurance may be a useful
tool to consider.

Income protection

Finances that were intended to provide support for you
and your family could take a hit due to stock market
volatility. In addition, rising costs of goods and services
might eat into more of your income and savings. If you
die, life insurance can be used to help replace some of
the savings you may have lost during turbulent
economic times. The tax-free death benefit may be
used to help provide income to your spouse and
family, pay off mortgages and loans, meet tax
liabilities, or pay for college expenses.

Portfolio diversification

Certain types of permanent life insurance have a cash
value option that can be beneficial during times of
economic uncertainty. Some policies offer minimum
interest rate guarantees (subject to the financial
strength and claims-paying ability of the issuer) that
may provide an alternative to the unpredictability of the
stock market.

Wealth accumulation

Cash value life insurance may allow all interest and
earnings on the policy's accumulations to grow tax
deferred. You might even be able to take withdrawals
from the cash accumulation of the life insurance policy.
Any withdrawal you make will typically be tax-free up
to your basis (i.e., premiums paid) in the policy.
Because any earnings grow tax deferred while inside
the policy, they will be subject to income tax when you
withdraw them. Withdrawals coming out of your policy
are generally treated as basis first. Be aware that
surrender charges may also apply when you withdraw
from your policy, even if you withdraw only up to your
basis. One way to help circumvent this and still access
your policy's accumulations is to take out a policy loan
from the insurance company, using the cash value in
the policy as collateral. The amount you borrow is
generally not treated as taxable income as long as you
repay the loan, and there are no surrender charges
because you're not actually withdrawing your money.
But you'll have to pay interest on the loan, which is not
tax deductible.

Living benefits

Life insurance could help replace lost funds should you
become disabled, need long-term care, or face a
terminal illness. For example, if you are terminally ill,
you might be able to receive a portion of the death
proceeds from your life insurance before you die in
order to pay necessary expenses. Some life insurance
policies include a special rider that allows you to
accelerate your life insurance death benefit if you need
long-term care. Other riders may be added to a life

insurance policy that could help in the event you
become disabled and are unable to work.

Comparison of Whole Life and Term Life
Insurance

Whole Term

Life Life
Earnings grow tax deferred Yes No
Cash value may be withdrawn tax-free ‘?llrlr:?tlg No
Policy loans allowed Yes No

Policy loan proceeds received tax-free
(Note: Special tax rules apply if policy Yes No
is later cancelled)

Cash value growth guaranteed by

5 Yes No
insurance company

Optional benefit riders are available for an additional
fee and are subject to contractual terms, conditions
and limitations as outlined in the policy and may not
benefit all investors. Any payments used for covered
long-term care expenses would reduce (and are
limited to) the death benefit or annuity value and can
be much less than those of a typical long-term care
policy. As with most financial decisions, there are
expenses associated with the purchase of life
insurance. Policies commonly have mortality and
expense charges. The cost and availability of life
insurance depend on factors such as age, health, and
the type and amount of insurance purchased. Any
guarantees are subject to the financial strength and
claims-paying ability of the insurance issuer. Loans
and withdrawals from a permanent life insurance
policy will reduce the policy's cash value and death
benefit, could increase the chance that the policy will
lapse, and might result in a tax liability if the policy
terminates before the death of the insured. Additional
out-of-pocket payments may be needed if actual
dividends or investment returns decrease, if you
withdraw policy cash values, or if current charges
increase.
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Could Employee Ownership Be Part of Your Succession Plan?

An employee stock ownership plan (ESOP) is a type of
qualified retirement plan that enables a business
owner to gradually transfer ownership shares to
employees. Moreover, establishing an ESOP sets up
opportunities for the owner of a closely held business
to cash out (in whole or in part) in the future, while
keeping the company going for employees and the
community.

An ESOP may be a good option for small-business
owners who don't plan to pass the reins to family
members when they retire, but instead have loyal and
capable managers who would be interested in taking
over the company. In the meantime, an ownership
mentality may enhance efficiency and productivity,
because employees have a stake in the company's
long-term success.

How ESOPs work

ESOPs are designed to invest their assets primarily in
company stock rather than investing in the public
markets. Annual cash contributions are made to the
ESOP and used to purchase stock from the company,
or the company may contribute the stock directly. In
either case, the company can take a tax deduction for
the value of each year's contribution, while the cash
stays with the company.

Unlike other retirement plans, ESOPs are permitted to
borrow money to purchase company stock. The
company then makes annual contributions to the
ESOP in the amount equal to the ESOP's principal and
interest payments on the loan and uses the
contributions to pay back that debt. The company's
contribution as a whole is deductible, so the interest
and the principal on the loan are deductible as well.

With an ESOP, an employee never buys or holds the
stock directly while still employed with the company. If
an employee is terminated, retires, becomes disabled,
or dies, the plan will distribute the vested shares of
stock in the employee's account.

ESOP participants are investing heavily in a single
stock, and their investment is tied to the financial
health of the business. If the company declines in
value, the ESOP may also. Thus, an ESOP should
generally be offered alongside a standard retirement
plan [such as a (401k)] with more diversified
investment options.

A tax-deferred exit

There may also be tax benefits for a retiring owner
who sells a business to an ESOP. If the ESOP owns at
least 30% of the company after the sale, the capital
gains tax on the sale may be deferred by reinvesting

the proceeds in domestic U.S. securities ("qualified
replacement property"). No tax would be due until the
replacement securities are sold. If they are held until
death, a stepped-up basis may apply, and the original
gain may never be taxed.

In It Together

At last count, 6,548 businesses had ESOPs holding more
than $1.8 trillion in assets, covering more than 14.9 million
employees.

Number of ESOPs in the United States, and share of total (2022)

3,407 2,609 533
52% 40% 8%
AR T

Public
companies

Small private companies
(under 100 participants)

Large private
companies

Source: National Center for Employee Ownership, 2025 (percentages
rounded to the nearest whole number)

Business owners can defer taxes on the sale of
business interests to an ESOP only if the shares were
held for at least three years, and if the ESOP was
established by a C corp (not an S corp). Among other
conditions, stock bought by the ESOP may not be
allocated to the seller or certain members of the
seller's family, or to any shareholder of the company
establishing the ESOP who owns more than 25% of
any class of company stock. If this rule is violated, the
company would be subject to a 50% excise tax, and
the person receiving the allocation would also be
subject to tax consequences.

ESOPs can be complicated and costly to establish and
maintain, but they offer significant tax advantages that
make them worthwhile in certain situations. It would be
wise to consult an attorney with experience in the
formation and maintenance of qualified retirement
plans to help evaluate whether an ESOP could be
appropriate for your business.

All investing involves risk, including the possible loss
of principal. There is no guarantee that any investing
strategy will be successful. Diversification is a method
used to help manage investment risk; it does not
guarantee a profit or protect against investment loss.
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Three Ways to Help Build Financial Resilience

Roller-coaster markets, global events, and unexpected
life changes can catch you off guard. Little wonder that
you might worry about the potential effects on your
financial well-being. Fortunately, you can take steps to
build the resilience you need to help handle
challenging times and hopefully emerge even stronger.

Fortify your foundation

Developing a new budget or reviewing an existing one
may help reduce stress and feelings of vulnerability by
reminding you that you still have control over many
aspects of your personal finances. A budget is a
foundational tool that outlines your income and
expenses and shows how much money you have
coming in compared to how much money you have
going out. If you find that you are spending more than
you realized, you can make adjustments.

An important companion to a budget is an emergency
fund. When you have an unexpected expense, you
can use your emergency reserves to cover it instead of
dipping into long-term savings or racking up costly
credit card debt that could throw your budget off track
at a time you can least afford it. Consider starting an
emergency fund and building it up over time. Having
some short-term savings might also help you get
through difficult economic times.

Stress-test your portfolio
When you're investing for retirement or another
financial goal, assessing the potential impact of

various scenarios may help you prepare for and
manage the financial impact of unexpected events.
This could be done using computer simulations to
analyze how your portfolio might perform. Doing this at
regular intervals may help take some of the emotion
out of decision-making during stressful times, helping
you address gaps and opportunities.

There is no assurance that a simulation will be
accurate. Because of the many variables involved, you
should not rely on simulations without realizing their
limitations. All investing involves risk, and there is no
assurance that any financial strategy will be
successful.

Anticipate future challenges

Of course, you're never going to be prepared for every
financial scenario. But developing a written financial
strategy and reviewing it periodically may help you
thoughtfully navigate life's twists and turns. It
documents and organizes the pieces of your financial
picture, helping you stay focused on the future as you
weather current storms.

Building financial resilience is an ongoing process, and
it's never too late to start. Becoming better positioned
for downturns can help you feel more confident that
you can handle whatever challenges come your way.

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