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“The best way to measure your investing success is not by whether you’re beating the market
but by whether you’ve put in place a financial plan and a behavioral discipline that are likely
to get you where you want to go.” - Benjamin Graham

Rising Interest Rates
After dropping the benchmark federal funds rate to a range of 0%–0.25% early 
in the pandemic, the Federal Open Market Committee (FOMC) of the Federal 
Reserve has begun raising the rate aggressively in response to high inflation. 
Raising the funds rate places upward pressure on a wide range of interest 
rates, including the prime rate, small-business loans, home-equity lines of 
credit, auto loans, credit-card rates, and adjustable-rate mortgages (with 
indirect pressure on fixed-rate mortgages).
This chart illustrates the federal funds target range at the end of 2021 and 
future year-end projections released after the FOMC June 2022 meeting, when 
the Committee raised the range to 1.50%–1.75%.

Source: Federal Reserve, June 2022. These are only projections, based on current conditions, subject 
to change, and may not come to pass.
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typically be 6.50%. The prime 
rate, which commercial banks 
charge for loans to their best 
customers, serves as a 
benchmark for many 
consumer rates.

Source: Federal Reserve, 2022

Amount that the prime rate 
typically runs above the upper 
end of the federal funds target 
range. For example, if the 
federal funds rate is set at 
3.25%–3.50% by the end of 
2022, the prime rate would
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Dividends for Income and Total Returns
John D. Rockefeller, one of the wealthiest Americans 
in history, loved receiving stock dividends. "Do you 
know the only thing that gives me pleasure?" he once 
asked. "It's to see my dividends coming in."1

There may be many things other than money that give 
you pleasure, but you can still appreciate the 
stabilizing role that dividends might play in your 
portfolio.

Steady and Dependable
Dividends can be a dependable source of income for 
retirees and others who want an income stream 
without selling their underlying investments. If you do
not need your dividends for current income, 
reinvesting these relatively small payments can 
become a powerful growth engine (see chart).
Because dividends are by definition a positive return, 
they can boost returns in an up market and help 
balance declining stock prices in a down market.
Whereas stock prices are often volatile and may be 
influenced by factors that do not reflect a company's 
fiscal strength (or weakness), dividend payments tend 
to be steadier and more directly reflect a company's 
financial position. Larger, well-established companies 
are more likely to pay dividends, but many midsize and
smaller companies do as well. Stock funds usually pay 
dividends based on the dividends of the stocks held by 
the fund. Some funds focus specifically on dividend 
stocks.

The Power of Reinvestment
Growth in value of a hypothetical $10,000 investment in the
S&P 500 index for the 20-year period ending in June 2022, 
comparing price appreciation and total return, which 
includes reinvesting dividends.

Source: Refinitiv, 2022, for the period 6/30/2002 to 6/30/2022. The S&P 
500 index is an unmanaged group of securities considered representative 
of U.S. stocks. Expenses, fees, charges, and taxes are not considered and
would reduce the performance shown if included. The performance of an 
unmanaged index is not indicative of the performance of any specific 
investment. Individuals cannot invest directly in an index. Past performance 
is not a guarantee of future results. Rates of return will vary over time, 
particularly for long-term investments. Actual results will vary.

Quarterly Payments
Dividends are typically paid quarterly but quoted by the 
annual dollar amount paid on each share, so your 
annual income from an individual stock can be 
estimated by multiplying the dividend payment by the 
number of shares you own. Of course, the income will 
change if the dividend increases or decreases, or you 
obtain additional shares.
Dividends are also expressed as yield — the annual 
dividend income per share divided by the current 
market price. By this measure, the yield increases as 
the share price decreases, and vice versa, assuming 
the dividend payment remains the same. Current 
dividend yields can be helpful in deciding whether to 
invest in a stock or stock fund, and historical yields can 
provide insight into what you might expect from 
dividends over the long term.
At the end of June 2022, the average yield of 
dividend-paying stocks in the S&P 500 (about 79% of 
companies) was 2.18%, but the yield of the S&P High 
Dividend Index, which focuses on 80 stocks that pay 
higher dividends, was 4.11%.2

Some Caveats
The flip side of dividend power is that dividend-paying 
stocks may not have as much growth potential as 
non-dividend payers that plow their profits back into 
the company. And there are times when dividend 
stocks may drag down, not boost, portfolio 
performance. Dividend stocks can be particularly
sensitive to interest-rate changes. When rates rise, as
in the current environment, higher yields of lower-risk, 
fixed-income investments may be more appealing to 
investors, placing downward pressure on dividend 
stocks. As long as a company maintains its dividend 
payments, however, lower stock prices could be an 
opportunity to buy shares with higher dividend yields.
Investing in dividends is a long-term commitment. 
Dividends are typically not guaranteed and could be 
changed or eliminated. The amount of a company's 
dividend can fluctuate with earnings, which are 
influenced by economic, market, and political events. 
The return and principal value of all investments 
fluctuate with changes in market conditions. Shares, 
when sold, may be worth more or less than their 
original cost. Investments offering the potential for 
higher rates of return also involve higher risk.
Stock funds are sold by prospectus. Please consider 
the investment objectives, risks, charges, and 
expenses carefully before investing. The prospectus, 
which contains this and other information about the 
investment company, can be obtained from your 
financial professional. Be sure to read the prospectus 
carefully before deciding whether to invest.
1) BrainyQuote.com, 2022; 2) S&P Dow Jones Indices, 2022
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What's Your Retirement Dream Elevator Pitch?
Imagine stepping into an elevator and realizing that 
you're about to spend the 30-second ride with 
someone who could make your retirement dreams 
come true — if only you could explain them before the 
doors open again. How would you summarize your 
financial situation, outlook, aspirations, and plans if 
you had 30 seconds to make an "elevator pitch" about 
achieving one of your most important goals?
Answering that question — and formulating your own 
unique retirement dream elevator pitch — could help 
bring your vision of the future into sharper focus.

What Are Your Goals?
Start with an overview of what you hope to
accomplish. That typically includes describing what 
you want, when you want it, and why. For example, 
you might say, "My goal involves retiring in 10 years 
and moving to a different state so I can be closer to 
family." Or, "In the next 15 years, I need to accumulate 
enough money to retire from my regular job and open 
a part-time business that will help sustain my current 
lifestyle."
If your plans include sharing life with a loved one, 
make sure you're both on the same page. Rather than 
assume you have similar ideas about retirement, 
discuss what you want a future together to look like.

How Much Will It Cost?
To put a price tag on your retirement dream, consider 
working with a financial professional to calculate how 
much money you'll need. Making multiple calculations 
using different variables — such as changing your 
anticipated retirement date and potential investment 
growth rate — will help you develop a better 
understanding of the challenges and opportunities you 
may encounter.
It's important to remember that plans don't always 
work out the way we intend. For example, 72% of 
workers surveyed in 2021 said they expect to continue 
working for pay during retirement, but only 30% of 
retirees said they actually did so. And nearly half 
(46%) of current retirees left the workforce earlier than 
expected.1 Understanding the financial implications of 
an unanticipated change in plans before it happens 
could make it easier to adjust accordingly.

How Will You Do It?
If your calculations indicate you may be facing a 
retirement savings shortfall, take a fresh look at your 
spending habits to help find ways to save more 
money. Make a list of your fixed expenses and then 
keep track of your discretionary purchases every day 
for a month. It might be startling to realize how much 
you routinely spend on non-essential items, but you'll 
quickly discover exactly where to start applying more 
financial discipline.

Source: Employee Benefit Research Institute, 2021

Finally, you'll need to manage the funds you earmark 
for retirement by choosing the types of accounts to use 
and allocating your money within each account. If you 
have access to an employer-sponsored retirement 
account with matching contributions from your 
employer, you might want to start there and then
invest in additional tax-deferred and taxable 
investments.
Regardless of the types of accounts you choose, your 
specific investment decisions should reflect your 
personal tolerance for risk and time frame, while 
addressing the priorities outlined in your retirement 
dream elevator pitch. If your retirement outlook 
changes at any point, take a fresh look at your 
investment strategy to make sure you're still potentially 
on course.
All investing involves risk, including the possible loss 
of principal. There is no guarantee that any investment 
strategy will be successful. Asset allocation is a 
method used to help manage investment risk; it does 
not guarantee a profit or protect against investment 
loss. There is no assurance that working with a 
financial professional will improve investment results.
1) Employee Benefit Research Institute, 2021



The Potential Benefits of Roth IRAs for Children
Most teenagers probably aren't thinking about saving 
for retirement, buying a home, or even paying for 
college when they start their first jobs. Yet a first job 
can present an ideal opportunity to explain how a Roth 
IRA can become a valuable savings tool in the pursuit 
of future goals.

Rules of the Roth
Minors can contribute to a Roth IRA as long as they 
have earned income and a parent (or other adult) 
opens a custodial account in the child's name.
Contributions to a Roth IRA are made on an after-tax 
basis, which means they can be withdrawn at any 
time, for any reason, free of taxes and penalties.
Earnings grow tax-free, although nonqualified 
withdrawals of earnings are generally taxed as
ordinary income and may incur a 10% early-withdrawal 
penalty.
A withdrawal is considered qualified if the account is 
held for at least five years and the distribution is made 
after age 59½, as a result of the account owner's 
disability or death, or to purchase a first home (up to a
$10,000 lifetime limit). Penalty-free early withdrawals 
can also be used to pay for qualified higher-education 
expenses; however, regular income taxes will apply.
In 2022, the Roth IRA contribution limit for those under 
age 50 is the lesser of $6,000 or 100% of earned 
income. In other words, if a teenager earns $1,500 this 
year, his or her annual contribution limit would be

$1,500. Other individuals may also contribute directly 
to a teen's Roth IRA, but the total value of all 
contributions may not exceed the child's annual 
earnings or $6,000 (in 2022), whichever is lower. (Note 
that contributions from others will count against the 
annual gift tax exclusion amount.)

Lessons for Life
When you open a Roth IRA for a minor, you're giving 
more than just an investment account; you're offering 
an opportunity to learn about important concepts that 
could provide a lifetime of financial benefits. For 
example, you can help explain the different types of 
investments, the power of compounding, and the 
benefits of tax-deferred investing. If you don't feel 
comfortable explaining such topics, ask your financial 
professional for suggestions.
The young people in your life will thank you — sooner or 
later.
For questions about laws governing custodial Roth 
IRAs, consult your tax or legal professional. There is 
no assurance that working with a financial professional 
will improve investment results.

Kennedy Wealth and Tax Management, Inc. is a Registered Investment Adviser. This brochure is solely for informational purposes. 
Advisory services are only offered to clients or prospective clients where Kennedy Wealth and Tax Management, Inc. and its 
representatives are properly licensed or exempt from licensure. Past performance is no guarantee of future returns. Investing involves risk 
and possible loss of principal capital. No advice may be rendered by Kennedy Wealth and Tax Management, Inc. unless a client service 
agreement is in place.
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