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Jim Armstrong: Hello and welcome to Market Insights. Thanks for joining us today. I’m Jim
Armstrong with Fidelity. So it doesn’t matter if you’re 25 or 95—when it comes to your savings,
you’re probably thinking about how your money can work the hardest for you. How to squeeze
every penny you can out of what you’ve saved. Certainly my perspective. That’s what on our
docket to discuss today. In fact, Fidelity has been researching strategies that could help your
savings go further. Today, we’ll also be discussing tax smart tips to help you put your money to
work for you. For today’s discussion, we’ll be asking Jurrien Timmer, as always, to catch up on our
economy’s big picture and specifically about his thoughts going into the latest Earnings Season.
And we’re also joined again today by Jenn Sirois. Jenn holds the Certified Financial Planner
designation, and she’s got years of experience working one on one with people just like you and
me, helping us build financial plans to meet our goals. Jenn, Jurrien great to have you here. Just
a quick reminder to our viewers that Fidelity doesn’t provide tax advice. So nothing we talk about
today should be considered tax advice. Our discussion will just be general in nature. It might not
apply to your specific situation. For questions about your specific circumstances, check with your
tax professional. Now, with that said, Jurrien, it is Tuesday, April 20th. And, again, as promised,
let’s start with Earnings Season, when companies tell us sort of how well they did or didn’t do over
the last three months and specifically sort of what these numbers mean to us as individuals.
Jurrien Timmer: Sure. I mean, so—we know that, of course, the economy is reopening. People
are getting vaccinated. So things are looking a lot better. There is a little bit of a new wave coming
up, but supposedly that’s not supposed to be as bad as the last one, especially where more and
more people are immune. And we’ve seen, you know, the—we’ve seen the data kind of show up.
More
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people are traveling going, through TSA checkpoints, more restaurant reservations, et cetera.
So now we have Earnings Season really underway in full swing. You know, 60 companies have
reported so far out of the 500 in the S&P 500. And so we kind of know that earnings are going to
better because we see it in the real-time data in the economy. And, indeed, Earnings Season is
off to a really, really good start so far. As I said, 60 companies have reported. They—about 78% of
them are beating estimates, and they’re beating them by a very, very wide margin. About—looking
at my screen here—about 42 percentage points better than estimates. And if you look at chart
here, you see the progression of estimates over time. You know, that vertical line on the chart is the
start of Earnings Season. So this is a whole bunch of squiggly lines for a whole bunch of earnings
seasons. But the green line is the current. And you see already kind of a hockey stick up where
the estimate for the growth rate is up six percentage points just from a week ago. So this is—this
shows you to what degree companies are beating estimates. Of course, the last few quarters—
and you see that black line is the second—is the last quarter of last year, the pink line is the third
quarter, the blue line is the second quarter. This has been a very unusual year, of course, because
it’s a pandemic year. And so, normally, what you see is those estimates will kind of drift lower
and then they will hook up. But in—over the past years, though, the estimates basically flat lined.
Mostly because nobody really knew what to expect, right? Companies were not giving guidance,
which is often how these estimates will drift because companies are kind of putting out, you know,
we expect sales to be here or there. But we didn’t have any of that. So these lines were just kind
of flat. And then there was this huge, huge bounce. And so we see the same thing with the green
line. Even the yellow line, which is the next quarter, the second quarter. But so far, it’s been of a
booming Earnings Season, and that supports what we’ve already seen where the economy’s finally
reopening after a prolonged lockdown. People are flush with cash. At least, many people are,
because of stimulus payments, unemployment benefits. So there’s all this pent-up demand. We
all we want to go out and do something. And people are starting to do that. And we’re seeing that
reflected not only in the economy, but in earnings as well.
JIM: Got it. And that’s I think a perfect set up to Jenn, who we’ll turn to next. This idea of people
perhaps having cash to spend. Implication is you might also have cash to invest, and therefore,
you might be looking for some tax-savvy ways to do that. Another way just to make your money, as
I said earlier, work the hardest for you. How do you sort of get us started thinking about that, Jenn?
Jenn Sirois: Sure. Great question, Jim. This is a great topic. So saving and investing in tax
advantage accounts can help you really make the most of your money. Obviously, the less you pay
in taxes, the more money you can put to work with growth and compounding potential for your
future. But before we get into the tax talk, let’s talk about leveraging the strength of your workplace
savings accounts. So your 401(k) or your 403(b) or 457 plan—let’s use them to the fullest. If your
employer’s offering a matching retirement contribution, take advantage of it. Be sure to contribute
enough of your own dollars to get that full match. It’s pretty much like free money. So you are not
paying tax on the money that comes out of your check and goes into one of these retirement
accounts. So you’re lowering your tax bill today. But of course, Jim, in the future when you start
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taking that money out for retirement, that’s when you’ll end up paying those taxes. It’s also a good
idea to keep increasing the amount that you are able to save as you can. So, our rule of thumb is
aim to save at least 15% of your pretax income each year. And that 15%—that includes what your
employer is going to match you. So important to note that that’s included.
JIM: That’s good to hear. Yeah.
JENN: Yes, definitely. That 15%, it—you might need to increase it a little bit if you’ve started saving
a bit later in life. But I’ll tell you, it’s never too late to start saving, and it’s never too late to increase
your contributions. So quick anecdote of a younger, single guy that I was working with a couple
of years ago, Jim. So I’ll tell you about Jeff. He was just getting started, wanted to know—how
much should I be putting away for retirement each year? So I mentioned that we’d like for him
to aim for that 15% pretax—again, including the employer match—and he says, “Wait a second,
15%?” He says, “I need to eat. I’d like to have some fun.” And I said, “Well, yes, absolutely. We
definitely want to you eat, we definitely want to you have fun, but we also feel that saving for your
retirement is just as important.” So we started to take a look at what his employer was going to
match. And lo and behold, they were going to match dollar for dollar up to 5%. So if Jeff did 5%
and his company did 5%—now he’s already at 10. So we started doing a little bit of math, and we
figured out that he could actually afford 7%, you know, throughout the year. So now he’s at 12%.
Comfortable with the savings rate. And what he also did was he signed up for an annual increase
program. So that over time, in the next few years, he’ll be able to get himself to that 15% target
and still have, again, that money for food and money for fun. So it was a nice combination that we
were able to pull together for him.
JIM: Yeah, that’s great. Jurrien, I want to ask you—that makes me think, I know that sort of we’ve
talked a lot on this webcast about how each of us as investors kind of just react to the world
around us. People like Jeff, who Jenn was telling us about—particularly when it comes to longterm investment strategies. And you’ve certainly been studying the larger trends going on recently.
So maybe just catch us up on where we are now and what that means maybe for our futures.
JURRIEN: Yeah, so, you know, of course, it’s been a wild ride over the past year because normally,
things are getting better or not, but everything is kind of trending. And of course, this last year
was one of a major inflection point. Like a shock. You know, you see this kind of—it almost looks
like a heart attack, right? I mean, the top line on this chart is unemployment claims. Weekly
unemployment claims. So, you know—so you had the steady state and then this shock. And then
almost an immediate recovery which, of course, came in part because of the CARES Act and the
Feds monetary, you know, accommodation. And so the top—the bottom panel is like the mirror
image of the top. The bottom panel shows—the yellow line is the New York Fed has this kind of
indicator, a weekly indicator—it’s called the weekly economic index. Very high frequency, fast
moving indicator of where things are. And so that was the opposite of the jobless claims number.
And also the earnings. You know, we were just talking about earnings. But the expectation of
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earnings growth, which is the Blue Line. And so we’ve come completely full circle. Not so much
yet on the jobs part. So that number still needs to come down. It’s running at 576,000 people per
week filing first time claims. And the base, before COVID, was 256. So we’re not full—we haven’t
come full circle yet, but if you look at those bottom two indicators, we’ve gone beyond full circle.
So, you know, a year ago, that New York Fed Index was minus 11. Today it’s plus 11. So what that
means for me and for investors is that the reopen basically has been fully discounted, in my view.
So, you know, we’ve had this conversation many times. My belief is for most investors, have a plan,
stick with the plan, re-balance, don’t—you know, don’t freak out when things don’t go in your
favor because about a third of the time, they won’t. But if you were to try to figure out where the
cycle is going and how to invest, knowing that is only half the battle. Knowing what’s already been
priced in by the market is the other half. And that’s my point with this chart, is that now that we’re
actually having to reopen, it’s fully priced in by the markets as indicated by that chart of earnings
as well as the New York weekly index. And so that tells me that the news is good and it’s getting
better, but it’s in the market already. It’s already reflected by prices. So, again, it’s just an important
thing to keep in mind. You can’t just say, “This is going to happen, so I’m just going to go there and
leap into the market,” because you have to look at what’s actually priced in already. If that makes
any sense?
JIM: Oh, no, it does. And I actually have a follow-up for you on that exact topic. But first, I want
to sort of build this idea of optimism for the future and ask Jenn a question, then, about how
folks can perhaps save on taxes, be optimistic about the future. What are some ideas above and
beyond the workplace plans, which you just talked extensively about?
JENN: Sure. So, beyond your workplace plan—again, 401(k), 403(b)—there are some employers
that are going to offer what’s called a health savings account, or HSA. So this account allows to you
save for the future but also helps you reduce your taxable income today. So the HSA works with
a high deductible health plan. A family I was chatting with not too long ago—they’ve been saving
in their HSA on a regular basis, but hadn’t been taking advantage of investing the money in the
account for growth. So I asked, “Well, is that by design or just simply by default?” And they said,
“Well, we have young kids. They’re involved in sports. Our concern is: we have an injury; we’ve
got to come up with a deductible. We want to make sure we have that cash on hand.” So we
talked through what was in the account and determined that, almost like an emergency account,
if you will, we left a certain amount in cash and then the rest of it plus further additions would be
invested within that HSA. So for them, the contributions would be made through your employer.
Money goes in on a pretax basis, it lowers your taxable income. Contributions are also excluded
from FICA taxes up to a certain threshold of your income. You can also open an HSA if you have
an HSA eligible health plan on your own. In that case, you’ll get the federal tax deduction for the
year that you made the contribution, but it doesn’t apply to the FICA taxes.
So, Jim, just to throw a couple of numbers at you. In 2021, IRS limits for contributions to an HSA
are $3,600 for the year for an individual and $7,200 for family coverage. Now, if you’re 55 or older
during that tax year, you may also be able to make what’s called a catch-up contribution for an
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additional $1,000 a year. Couple of extra perks when it comes to the HSA—you can take money
out of the account to pay or reimburse yourself for qualified medical expenses. In that case, those
withdrawals are tax free. And there’s no time limit on when you can take money out of the HSA.
If you don’t need it for healthcare expenses now, you can save and invest it for healthcare in the
future. Maybe even for retirement when it’s likely to come in handy. You also can even wait years
to reimburse yourself if you have those current care spending. The rule—the thing to remember
is that you must have—the HSA must have been opened prior to the expense and you certainly
want to keep your receipts. So, quick example. If you opened your HSA last year, and you pay
$3,000 out of pocket this year, you can take money out of your HSA to reimburse yourself next
year, five years from now, twenty years from now. Again, the key here is: keep your receipts. The
other thing I’ll just add is after age 65, you can use the money saved in an HSA for non-medical
expenses. But I just want to remind you that you will have to pay income tax if it’s a non-medical
withdrawal just like if you were to take money out of your 401(k) or traditional IRA. So...
JIM: Got it. Okay, so you’ve explained the HSA, the sort of traditional workplace accounts. What
other sort of options would you talk about in terms of tax efficient ways to invest?
JENN: Yeah. So a couple more ways to save from a tax efficient standpoint here that we can
explore. So, first thing is you can save in a taxable brokerage account. So in order to reduce taxes,
it can be a good idea to put tax efficient investments—like stocks you are holding for long term,
tax municipal bonds—you can put that into your taxable account. And hold investments that
may be less tax efficient into, say, your tax advantage accounts. This is a strategy we like to refer
to as asset location. If you’re looking to defer—or, excuse me—if you are looking to have more
tax deferred savings, you might consider a tax deferred annuity. So taxed deferred annuities have
no IRS imposed contribution limits. They’re funded with after tax dollars. No mandatory required
withdrawal at age 72. The one thing to remember is that you may have fees or tax penalties if
you were to withdraw your earnings before you turn 59 and a half. Tax deferred annuities though,
Jim—they’re not going to give you a tax break for contributing today. But it does offer that tax
deferred growth. So no income taxes on investment returns until you actually take the money out.
So you’re physically removing it. So—what we can see on the screen—so, hypothetical example—
compares an estimated value in 20 years of a $250,000 investment in taxable bonds in two
different scenarios.
So, scenario 1, the investment is held in a taxable account. That’s the darker blue bar there. Any
other scenario, it’s held in that tax deferred account such as a variable annuity, which I do want
to mention has a 0.25 percent—or one quarter of 1%—annual annuity charge. There’s a lot of
options when it comes to saving additional over and above 401(k)s. So here’s just a quick summary
of—I met with Nancy and Mark, we’ve been working together for a number of years. They’re
in a position today to save over and above their 401(k) and 403(b)s they have available. Their
kids are out of college, so those bills are gone, hence the extra cash flow. So they both wanted
the opportunity to have their money grow, but Nancy really wanted access without additional
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tax penalties or fees. And Mark wanted to allow the investments to grow tax deferred until they
needed the money in the future. So an interesting back and forth. We actually looked at this
same slide that’s up right now. And ultimately, they realized that they could have both, and so
they ended up taking a look at the opportunities for both the tax deferred as well as the taxable
brokerage account. So...
JIM: Love the stories of positivity and optimism, Jenn. So thanks for that. That’s great. Jurrien, I do
still have that follow-up for you. I am not going to say “but,” I’ll say “and.” Positivity and optimism.
And I know you are a student of history. You study a lot about what the markets have done in the
past, and you’ve got a couple of charts that can maybe give some idea where we might be headed
in the future.
JURRIEN: Yeah. So I think—and for me, the point is here—is just to remind, you know, our
viewers that, you know, as I said before, you know, if the economy continues to get better—which
I think everyone expects to happen as we reopen and people are getting out again—we have
to compare that with what’s priced in. Right? And so I mentioned peak reopen before. That
doesn’t mean the reopening has peaked but that kind of the recognition of it has peaked. And
so oftentimes, you know, there’s a saying: “buy the rumor, sell the news.” And so we actually may
be at that point where the market actually kind of needs to take a rest. You know, it’s been straight
up for months and months and months. And that’s not always how the market works, right? The
market has about a one in three chance of going down instead of going up and maybe going
down 10 or 15%. And that would be basically not anything to worry about. And that is really my
point here. And so it’s interesting—you know, I use market—historical analogs. I am a student of
history. I’m kind of a geek that way. And two of the analogs that have been serving me well during
this crazy cycle has been the recovery since the global financial crisis back in 2008 and 9, and
so this is an overlay—this chart here. So the black line is current off of the pandemic lows a year
ago. The pink line is 2009 into 2010, and you can see that, you know, price bottomed six months
before earnings. Again, that’s also a conversation that we had a year ago: that things that don’t
seem to make sense actually make perfect sense once you realize that price anticipates and,
therefore, leaves the fundamentals. But you can see on this analog that at exactly this point back,
you know, 12 years ago, the market took a breather by about 10, 15%.
And if we go to the other analog, which is the World War II 1940’s analog that we’ve discussed
many times—you see exactly the same thing. Now, that doesn’t mean it’s going to happen this
time, but my point is that if it does it, wouldn’t surprise me. Even though you would think things
are getting better, why would the market be correcting here? Because the market has already
anticipated a lot of good news and maybe it needs to consolidate and just kind of get its bearings
here. But for me, the bottom line for, you know, the average investor—for our viewers—is that
these were corrections—10, 15%—but they were corrections within lasting uptrends that lasted
many more years. So my point is that if this is what’s going to happen in the coming few months,
don’t panic, it’s normal. This is how the markets work. And just keep an eye on the long term.
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JIM: There is a 100% chance I’ll be following up with you on this exact topic in the coming weeks,
so thank you for that. We’re out of time this week, but this is something I definitely—we’re going
to want your continued feedback on in the coming months. Thank you Jurrien, thank you Jenn, of
course, for being with us today. Note for our viewers: if you need help with your financial planning
or you just have questions about what we offer, you can visit Fidelity’s website or download our
app on your mobile device. Those are really good ways to explore our planning solutions and get
answers to your questions. Again, huge thanks to Fidelity’s Jenn Sirois and Jurrien Timmer. And
again, thank you for watching. Next week, we’re going to be talking about how to possibly correct
one of the most common mistakes people make when it comes to their IRAs—their individual
retirement accounts. We’ll talk about that next week, and we hope to see you then.
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Important information for: Tax-Advantaged Accounts Can Help Your Money Grow:
In the taxable account, it is assumed taxes incurred on the income are paid annually from the income itself, with the remainder reinvested.
For the variable annuity (VA), it is assumed that all income — less the 0.25% annual annuity charge — is reinvested and it is assumed
the investor liquidates the VA at the end of the time period and pays taxes on the gain out of the proceeds. If the assets in the VA were
liquidated entirely in one year, its proceeds may increase the tax bracket to the marginal federal income tax rate of 40.8% (37.0% ordinary
income tax plus 3.8% Medicare surtax), which would minimize and potentially eliminate any savings of the VA. To avoid this, the VA would
need to be liquidated over the course of several years or annuitized, which would lengthen the deferral period.
State and local taxes, the 3.8% Medicare Surtax, inflation and fund and transaction fees were not taken into account in this example; if
they were, performance for both the taxable account and the VA would be lower. This example also does not take into account capital
loss carryforwards or other tax strategies that could be used to reduce taxes that could be incurred in a taxable account; to the extent they
apply to your situation, the comparative advantage of a VA would be diminished. Lower tax rates on capital gains, dividends, and interest
income would make the taxable investment more favorable. Changes in tax rates and tax treatment of investment earnings may impact
the comparative results. Consider your current and anticipated investment horizon and income tax bracket when making an investment
decision, as the illustration may not reflect these factors.
VAs are generally not suitable for investors with time horizons of less than 10 years, as, in most cases, there is little to no advantage over a
taxable account for the first 10 years of the investment.
Important Information for: The Earlier You Start to Save, the Lower Your Yearly Savings Rate May Need to Be:
Fidelity has developed a series of salary multipliers in order to provide participants with one measure of how their current retirement
savings might be compared to potential income needs in retirement. The salary multiplier suggested is based solely on your current
age. In developing the series of salary multipliers corresponding to age, Fidelity assumed age-based asset allocations consistent with the
equity glide path of a typical target date retirement fund, a 15% savings rate, a 1.5% constant real wage growth, a retirement age of 67
and a planning age through 93. The replacement annual income target is defined as 45% of pre-retirement annual income and assumes
no pension income. This target is based on Consumer Expenditure Survey (BLS), Statistics of Income Tax Stat, IRS tax brackets and Social
Security Benefit Calculators. Fidelity developed the salary multipliers through multiple market simulations based on historical market data,
assuming poor market conditions to support a 90% confidence level of success.
The securities of smaller, less well-known companies can be more volatile than those of larger companies.
Diversification and/or asset allocation do not ensure a profit or protect against loss.
Stock markets are volatile and can fluctuate significantly in response to company, industry, political, regulatory, market, or economic
developments. Investing in stock involves risks, including the loss of principal.
Foreign markets can be more n U.S. markets due to increased risks of adverse issuer, political, market, or economic developments, all of
which are magnified in emerging markets. These risks are particularly significant for investments that focus on a single country or region.
Indexes are unmanaged. It is not possible to invest directly in an index.
In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall,
and vice versa. This effect is usually more pronounced for longer-term securities). Fixed income securities also carry inflation risk, liquidity
risk, call risk and credit and default risks for both issuers and counterparties. Lower-quality fixed income securities involve greater risk of
default or price changes due to potential changes in the credit quality of the issuer. Foreign investments involve greater risks than U.S.
investments, and can decline significantly in response to adverse issuer, political, regulatory, market, and economic risks. Any fixed-income
security sold or redeemed prior to maturity may be subject to loss.
The commodities industry can be significantly affected by commodity prices, world events, import controls, worldwide competition,
government regulations, and economic conditions.
Treasury securities typically pay less interest than other securities in exchange for lower default or credit risk. Treasuries are susceptible
to fluctuations in interest rates, with the degree of volatility increasing with the amount of time until maturity. As rates rise, prices will
typically decline.
Fidelity does not provide legal or tax advice. The information herein is general in nature and should not be considered legal or tax advice.
Consult an attorney or tax professional regarding your specific situation.
Exchange-traded products (ETPs) are subject to market volatility and the risks of their underlying securities, which may include the risks
associated with investing in smaller companies, foreign securities, commodities, and fixed income investments.
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