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Navigating New Tax Proposals: What They Mean for Your
Retirement Plan

Tax policy debates are heating up, with proposals like a 40% millionaire tax and eliminating
taxes on tips, overtime, and Social Security grabbing headlines. These ideas could reshape your
financial future, especially retirement plans. This article unpacks what’s at stake, how these
changes might affect you, and why staying informed is critical for securing your retirement.

One widely discussed idea is removing federal income taxes on tips, overtime, and Social
Security benefits. Here’s what this could mean:

o Tipped Workers: Servers, bartenders, and others reliant on tips could keep more
income, boosting financial stability and potentially increasing retirement savings.

e Overtime Earners: Nurses, factory workers, and others working extra hours might see
larger paychecks, encouraging more hours and possibly higher contributions to retirement
accounts.

o Retirees: Social Security is a cornerstone for many. Making benefits tax-free could
increase disposable income, helping cover rising costs without tapping savings.

While promising, these changes would reduce federal revenue, raising questions about funding
essential programs. This leads to the proposed 40% millionaire tax.

The idea of a 40% federal income tax on millionaires is generating buzz, but it’s nuanced:

e Scope: The tax would apply only to income above a high threshold, likely $1 million
annually. It’s a modest increase from the current 37% top marginal rate.

e  Who’s Affected: Less than 1% of Americans earn this much, but ripple effects could
impact everyone, including retirees.

e Debate: Supporters argue it promotes fairness, ensuring the ultra-wealthy contribute
more. Critics warn it could curb investment and job creation, affecting economic growth.
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For retirees, the concern is how this tax might influence markets and investment returns, which
are vital for retirement portfolios.

Tax policies have broad impacts. Here’s how the millionaire tax could shape the economy and
your retirement:

o Investment and Jobs: High earners often fund startups, real estate, and markets. Higher
taxes might reduce their investment capacity, potentially slowing job creation and stock
market growth, which drives 401(k) and IRA returns.

o Capital Flight: Wealthy individuals could move assets to lower-tax regions. Money
flows where it is treated best, seeking favorable tax policies and growth opportunities.
This might weaken local economies and future tax revenues, straining programs like
Social Security.

e Tax Burden: Per IRS data, the top 10% pay over 70% of federal income taxes. Further
taxing the wealthy could lead to tax avoidance, complicating revenue goals.

Conversely, tax-free tips, overtime, and Social Security could boost consumer spending, fueling
growth. Balancing these benefits with sustainable funding is the challenge.

Past tax cuts, like those under Kennedy, Reagan, and Trump, aimed to stimulate growth by
lowering rates. They often spurred job creation and GDP growth, though critics highlight
increased deficits. The lesson? Economic growth is better than redistribution in the long run for
the economy. Expanding innovation and investment generates more wealth and tax revenue than
redistributing existing resources. For retirees, a strong economy supports robust markets and
secure retirement funds.

Navigating tax changes requires vigilance, adaptability, and strategic tax planning. Staying informed
on policy, regulation, and tax laws is crucial in regards to adjusting and adapting your retirement plan
for success. Staying proactive and having the proper retirement planning professional help can help
safeguard your plan by implementing the proper changes to make sure your retirement plan is always
set up properly and up-to-date. This ensures confidence and stability as you go through retirement.
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Financial Strategist, Investment Advisor Representative

Avery Hayes is a dedicated Financial Advisor at Hayes Advisory Group with a focus on strategic
planning and education. With a passion for helping clients navigate the complexities of financial
management, Avery specializes in creating and implementing comprehensive plans that
encompass investment management, financial planning, and tax planning. Avery’s approach is
rooted in a deep understanding of the financial landscape and a commitment to educating clients,
empowering them to make informed decisions about their financial future. Avery also helps with
educational courses taught through employer classes, classes taught for Federal employees, and
The Prepare Institute, a 501©3 non-profit educational institution.

Investment Advisory Services offered through Brookstone Capital Management LLC and Milestone Asset Management LLC, both Registered
Investment Advisors. Investments and/or investment strategies involve risk including the possible loss of principal. There is no assurance that any
investment strategy will achieve its objectives. This information is not intended to be used as the sole basis for financial decisions, nor should it
be construed as advice designed to meet the particular needs of an individual's situation. Avery Hayes and/or Hayes Advisory Group are not
affiliated with or endorsed by the Social Security Administration or any other government agency. The information provided is not intended as
tax or legal advice and should not be relied on as such. You are encouraged to seek tax or legal advice from an independent professional. Any
examples are for illustrative purposes only and do not take into account your particular investment objectives, financial situation, or needs and
may not be suitable for all investors. It is not intended to project the performance of any specific investment and is not a solicitation or
recommendation of any investment strategy.
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