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The labor force participation rate — the percentage of Americans age 16 and
older who are working or actively looking for work — peaked in early 2000, when
it began to drop due to aging baby boomers and more young people in college.
Participation was rising before plummeting at the onset of the pandemic.

The rate has only partially recovered due in large part to accelerated
retirement among workers age 55 and older. Other reasons include fewer
child-care workers, reduced immigration, and many workers unwilling to return
to low-paying jobs. Some experts believe it may never return to pre-pandemic
levels. The question for the U.S. economy is whether technology and other
productivity measures can maintain economic growth with a smaller
percentage of the population in the workforce.

Sources: U.S. Bureau of Labor Statistics, 2016 & 2022; The Wall Street Journal, October 14, 2021;
CNN, December 15, 2021

24.3 million

Estimated number of 401(k)
accounts left with former
employers as of May 2021,
with 2.8 million more left
behind each year. If you have
retirement assets with a
former employer, you can
leave them in the plan. But for
more control, you can roll your
assets to an IRA or to a new
employer plan (if allowed) —
both of which can preserve
tax-advantaged status — or
cash out, which will typically
incur income taxes.

Source: Financial Planning, August
31, 2021
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Working While Receiving Social Security Benefits
The COVID-19 recession and the continuing pandemic
pushed many older workers into retirement earlier than
they had anticipated. A little more than 50% of
Americans age 55 and older said they were retired in
Q3 2021, up from about 48% two years earlier, before
the pandemic.1

For people age 62 and older, retiring from the
workforce often means claiming Social Security
benefits. But what happens if you decide to go back to
work? With the job market heating up, there are
opportunities for people of all ages to return to the
workforce. Or to look at it another way: What happens
if you are working and want to claim Social Security
benefits while staying on your job?

Retirement Earnings Test
Some people may think they can't work — or shouldn't
work — while collecting Social Security benefits. But
that's not the case. However, it's important to
understand how the retirement earnings test (RET)
could affect your benefits.

• The RET applies only if you are working and
receiving Social Security benefits before reaching full
retirement age (FRA). Any earnings after reaching
full retirement age do not affect your Social Security
benefit. Your FRA is based on your birth year: age
66 if born in 1943 to 1954; age 66 & 2 months to 66
& 10 months if born in 1955 to 1959; age 67 if born in
1960 or later.

• If you are under full retirement age for the entire year
in which you work, $1 in benefits will be deducted for
every $2 in gross wages or net self-employment
income above the annual exempt amount ($19,560
in 2022). The RET does not apply to income from
investments, pensions, or retirement accounts.

• A monthly limit applies during the year you file for
benefits ($1,630 in 2022), unless you are
self-employed and work more than 45 hours per
month in your business (15 hours in a highly skilled
business). For example, if you file for benefits
starting in July, you could earn more than the annual
limit from January to June and still receive full
benefits if you do not earn more than the monthly
limit from July through December.

• In the year you reach full retirement age, the
reduction in benefits is $1 for every $3 earned above
a higher annual exempt amount ($51,960 in 2022 or
$4,330 per month if the monthly limit applies).
Starting in the month you reach full retirement age,
there is no limit on earnings or reduction in benefits.

• The Social Security Administration may withhold
benefits as soon as it determines that your earnings
are on track to surpass the exempt amount. The
estimated amount will typically be deducted from
your monthly benefit in full. (See example.)

• The RET also applies to spousal, dependent, and
survivor benefits if the spouse, dependent, or
survivor works before full retirement age. Regardless
of a spouse's or dependent's age, the RET may
reduce a spousal or dependent benefit that is based
on the benefit of a worker who is subject to the RET.

Back to Work
In this hypothetical example, Fred claimed Social Security in
2021 at age 62, and he was entitled to a $1,500 monthly
benefit as of January 2022. Fred returned to work in April
2022 and is on track to earn $31,560 for the year — $12,000
above the $19,560 RET exempt amount. Thus, $6,000 ($1
for every $2 above the exempt amount) in benefits will be
deducted. Assuming that the Social Security Administration
(SSA) became aware of Fred's expected earnings before he
returned to work, benefits might be paid as illustrated below.

In practice, benefits may be withheld earlier in the year or retroactively,
depending on when the SSA becomes aware of earnings.

The RET might seem like a stiff penalty, but the
deducted benefits are not really lost. Your Social
Security benefit amount is recalculated after you reach
full retirement age. For example, if you claimed
benefits at age 62 and forfeited the equivalent of 12
months' worth of benefits by the time you reached full
retirement age, your benefit would be recalculated as if
you had claimed it at age 63 instead of 62. You would
receive this higher benefit for the rest of your life, so
you could end up receiving substantially more than the
amount that was withheld. There is no adjustment for
lost spousal benefits or for lost survivor benefits that
are based on having a dependent child.

If you regret taking your Social Security benefit before
reaching full retirement age, you can apply to withdraw
benefits within 12 months of the original claim. You
must repay all benefits received on your claim,
including any spousal or dependent benefits. This
option is available only once in your lifetime.
1) Pew Research Center, November 4, 2021
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What's the Difference Between Medicare and Medicaid?
It's easy to confuse Medicare and Medicaid, because
they have similar names and are both government
programs that pay for health care. But there are
important differences between the programs. Medicare
is generally for older people, while Medicaid is for
people with limited income and resources.

What Is Medicare?
Medicare is a fee-for-service federal health insurance
program that provides reasonably priced health
insurance for retired individuals, regardless of their
medical condition, and for certain disabled individuals,
regardless of age. It is managed by the Centers for
Medicare & Medicaid Services.

What Is Medicaid?
Medicaid is a health insurance assistance program
that is jointly administered by state and federal
governments. Medicaid serves financially needy
individuals who are also elderly, disabled, blind, or
parents of minor children.

Who Is Eligible for Medicare?
You are eligible for premium-free Part A (hospital
insurance) if you are age 65 or older and you (or your
spouse) worked and paid Medicare taxes for at least
10 years. If you (or your spouse) did not pay Medicare
taxes while you worked, and you are age 65 or older
and a citizen or permanent resident of the United
States, you may be able to buy Part A. Medicare
coverage also may be available for disabled
individuals and people with end-stage renal disease.

While most people do not have to pay a premium for
Part A, everyone must pay for Part B if they want it.
This monthly premium is deducted from your Social
Security, Railroad Retirement, or Civil Service
Retirement benefit.

Who Is Eligible for Medicaid?
Each state has different rules about eligibility and
applying for Medicaid. To qualify, you must be a
resident of the state in which you are applying and a
U.S. citizen (or have qualified immigration status).
While eligibility varies by state, federal law requires
states to cover certain groups of individuals.
Low-income families, qualified pregnant women and
children, and individuals receiving Supplemental
Security Income (SSI) are examples of mandatory
eligibility groups. In addition, a financial eligibility
requirement must be met. The individual must be
financially needy, which is determined by income and
asset limitation tests.

What Does Medicare Cover?
Currently, Medicare consists of four parts: Original
Medicare Part A helps cover costs related to inpatient
care in a hospital, a skilled nursing facility, hospice
care, and home health care. Original Medicare Part B

helps cover services from doctors and other
health-care providers, outpatient care, ambulance
services, lab tests, physical therapy, durable medical
equipment (like wheelchairs, walkers, and hospital
beds), and many preventive services such as
screenings and vaccines. Medicare Advantage (Part
C) replaces Parts A and B and enables beneficiaries to
receive health care through managed care plans such
as health maintenance organizations and preferred
provider organizations. Medicare Part D helps cover
the costs of prescription drugs.

What Does Medicaid Cover?
Each state administers its own Medicaid program
within broad federal guidelines. Thus, states determine
the amount, duration, and types of benefits that
Medicaid will provide. Typical Medicaid programs
cover inpatient and outpatient hospital services;
physician and surgical services; lab tests and X-rays;
family planning services, preventive care, including
immunizations, mammograms, colonoscopies, and
other needed care; mental health care; and services
for pregnant women. There are also numerous
optional benefits that states may offer.

Can You Be Covered by Both Medicare and
Medicaid?
Some people who qualify for both Medicare and
Medicaid are called "dual eligibles." If you have
Medicare and full Medicaid coverage, most of your
health-care costs are likely covered.

What About Long-Term Care?
Most long-term care isn't medical care, but rather help
with basic personal tasks of everyday life, called
custodial care. Medicare does not pay for custodial
care. However, Medicare may pay for skilled care
(e.g., nursing, physical therapy) provided in a
Medicare-certified skilled nursing facility for up to 100
days. States have considerable leeway in determining
benefits offered and services provided by their
respective Medicaid programs. Generally, if you meet
your state's eligibility requirements, Medicaid will cover
nursing home services, home and community-based
services, and personal care services.
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When Buying Is Easy, Paying Later Can Be a Problem
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Securities and advisory services offered through Commonwealth Financial Network®, Member FINRA/SIPC, a Registered Investment
Adviser. Fixed insurance products and services offered by Priem Financial Group are separate and unrelated to Commonwealth.
Commonwealth Financial Network® or Priem Financial Group does not provide legal or tax advice. You should consult a legal or tax
professional regarding your individual situation.

If you shop online, you might have noticed a growing
number of buy now, pay later (BNPL) services that
offer the option to spread out the payments on your
purchases. Buyers who make one partial payment
upfront and agree to several additional interest-free
installments can receive their orders right away. This is
a key difference from the layaway plans of the past:
Shoppers had to wait until the balance was paid to
take their goods home. Many stores discontinued
layaway plans in the 1980s when the use of credit
cards became widespread.

BNPL plans are more popular with younger consumers
trying to stretch their paychecks, partly because they
are more comfortable shopping online (and particularly
on smartphones). At first glance, it may seem like a
worthwhile convenience, but there are good reasons to
think twice before committing to installment purchases.

Credit Is Credit
BNPL plans are essentially point-of-sale loans.
Applying for the financing is quick and easy, which
seems like a plus when time is tight.

However, speedy access to credit also provides
instant gratification and allows for more impulse
buying. It might tempt you to overspend on things you
don't really need and probably wouldn't buy if you had
to save up and/or pay 100% of the cost upfront. And if
you make a lot of smaller purchases across multiple
services, it may be harder to keep track of how much
you are actually spending.

In fact, one criticism of BNPL services is that they
make it easier for consumers to fall into debt. As with
credit cards, you would face financial consequences
such as late fees and/or high interest rates if you
encounter a financial setback and can't pay the
installments on schedule.

Another point to consider is that credit-card companies
report on-time payments to the credit bureaus, so
using credit cards responsibly can help you build a
positive credit history. In contrast, some BNPL lenders
may not bother to report on-time payments — though
they will surely report missed payments and
collections. Before you use any BNPL service, read
the fine print carefully to make sure you understand
the terms and conditions and the company's credit
reporting policies.
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