
 

   

 

 
 

 

 
 
 

 

The IRS issued more than 128 million income tax refunds for the 2020 filing season, putting $355.3 billion 
into the hands of U.S. consumers.1 For most recipients, such a sudden influx of cash prompts an 
important question: What's the best way to use the money? 
 

Last year, 27% of consumers said they planned to spend their refund on everyday expenses, whereas 
equal numbers (8%) planned to either "splurge" or take a vacation.2 But what about your other options? 
 

Debt Decisions 
Though spending your tax refund is tempting, most people surveyed said they planned to save their tax 
refund and/or pay down debt.3 While reducing debt can be the cornerstone of an effective financial 
strategy, it's essential to avoid making choices that could set you back in the long run. For example, a 
home mortgage is often the largest debt taxpayers carry, and making extra mortgage payments can 
reduce your principal balance and shorten the term of the loan, allowing you to accumulate equity faster. 
 

However, using a refund to cut down mortgage debt ahead of schedule could have counterproductive 
consequences, including losing the ability to claim the home mortgage interest deduction when filing your 
income taxes. In addition, the reduction in your overall liquidity may limit your ability to make new 
purchases or investments that you hadn't anticipated. 
 

With that in mind, it may be better to pay off higher-interest, nondeductible debt first, such as credit-card 
bills and car loans. Although that strategy may still limit your potential to pursue additional financial 
opportunities in the short term, your long-term savings may be significant. 
 

Retirement Readiness 
Using your refund to potentially bring retirement goals closer to reality might be prudent. IRA contributions 
(up to $6,000 in 2022; $7,000 if age 50 or older) may be deductible, depending on your income and the 
type of IRA you choose. The 2022 cap on contributions to 401(k) and 403(b) workplace retirement plans 
is $20,500 ($27,000 if age 50 or older). If you aren't yet contributing the maximum, using this year's refund 
to finance some routine household expenses could help you allocate more of your income to a workplace 
retirement account. As an added potential benefit, the amount of any matching employer contributions 
may increase as a result. 
 

Of course, you might want to use this year's refund for another purpose. Be sure to speak with your 
financial professional for guidance about the best way to proceed.  

      1) Internal Revenue Service, 2021 

  2-3) National Retail Federation, 2021 
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 Splurge or Save?  Making the Most of Your Income Tax Refund 

Home Prices Have Risen at Record Pace 
 

U.S. home prices rose 20% during the 12 months ending in August 2021 as buyer demand far exceeded the supply of 
dwellings for sale. This was the largest annual price increase in the history of the monthly S&P/Case-Shiller U.S. 
National Home Price Index going back to 1988. The index continued strong growth at a slightly slower pace in the fall, 
typically a time when the market takes a breather. 
 

Home prices fell during most past recessions, but the housing market has been anything but normal since the 
pandemic began in 2020. In many cities, builders struggle to build enough homes to meet the demand driven by low 
interest rates, a desire for more space while working and schooling at home, and the aging of millennials into 
homeownership. This trend was amplified by labor shortages and spiking material costs in 2021. 
 

 

                               

Sources: S&P Dow Jones Indices, 2021 (data for the period January 1988 to October 2021); The Wall Street Journal, July 27, 2021; National 

Association of Realtors, November 17, 2021 
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Every year, the Internal Revenue Service announces 
cost-of-living adjustments that affect contribution limits 
for retirement plans and various tax deduction, 
exclusion, exemption, and threshold amounts. Here 
are a few of the key adjustments for 2022. 
 

Estate, Gift, and Generation-Skipping 
Transfer Tax 
 The annual gift tax exclusion (and annual 

generation-skipping transfer tax exclusion) for 
2022 is $16,000, up from $15,000 in 2021. 

 The gift and estate tax basic exclusion amount 
(and generation-skipping transfer tax exemption) 
for 2022 is $12,060,000, up from $11,700,000 in 
2021. 
 

Standard Deduction 
Taxpayers can generally choose to itemize certain 
deductions or claim a standard deduction on their 
federal income tax returns. In 2022, the standard 
deduction is: 

 $12,950 (up from $12,550 in 2021) for single filers 
or married individuals filing separate returns. 

 $25,900 (up from $25,100 in 2021) for married 
joint filers. 

 $19,400 (up from $18,800 in 2021) for heads of 
household.   

 The additional standard deduction amount for the 
blind and those age 65 or older in 2022 is: 

 $1,750 (up from $1,700 in 2021) for single 
filers and heads of household. 

 $1,400 (up from $1,350 in 2021) for all other 
filing statuses.  Special rules apply for those 
who can be claimed as a dependent by 
another taxpayer. 

 

IRAs 
The combined annual limit on contributions to 
traditional and Roth IRAs is $6,000 in 2022 (the same 
as in 2021), with individuals age 50 or older able to 
contribute an additional $1,000. The limit on 
contributions to a Roth IRA phases out for certain 
modified adjusted gross income (MAGI) ranges (see 
chart). For individuals who are covered by a 
workplace retirement plan, the deduction for 
contributions to a traditional IRA also phases out for 

       Baseball Lessons That Might Help Change Up Your Finances 

 

 

    

Baseball stadiums are filled with optimists. Fans start each 
new season with the hope that even if last year ended badly, 
this year could finally be the year. After all, teams rally mid-
season, curses are broken, and even underdogs sometimes 
make it to the World Series. As Yogi Berra famously put it, "It 
ain't over till it's over."

1
 Here are a few lessons from 

America's pastime that might inspire you to take a fresh look 
at your finances. 
 

Proceed One Base at a Time 
There's nothing like seeing a home run light up the 
scoreboard, but games are often won by singles and 
doubles that put runners in scoring position through a series 
of hits. The one-base-at-a-time approach takes discipline, 
something you can apply to your finances. What are your 
financial goals? Do you know how much money comes in 
and how much goes out? Are you saving regularly for 
retirement or for a child's college education? Answering 
some fundamental questions will help you understand 
where you are now and help you decide where you want to 
go. 
 

Cover Your Bases 
Baseball players must be positioned and prepared to make 
a play at the base. What can you do to help protect your 
financial future in case life throws you a curveball? Try to 
prepare for those "what ifs." For example, you could buy the 
insurance coverage you need to help make sure your family 
is protected. And you could set up an emergency account 
that you can tap instead of dipping into your retirement 
funds or using a credit card when an unexpected expense 
arises.  
 

Expect to Strike Out 
Fans may have trouble seeing strikeouts in a positive light, 
but every baseball player knows that striking out is a big  

 

 

 
 

 

certain MAGI ranges (see chart). The limit on nondeductible 
contributions to a traditional IRA is not subject to phaseout 
based on MAGI. 
 

 
 

 
 
Employer Retirement Plans 

Employees who participate in 401(k), 403(b), and most 457 
plans can defer up to $20,500 in compensation in 2022 (up 
from $19,500 in 2021); employees age 50 or older can defer 
up to an additional $6,500 in 2022 (the same as in 2021). 
 
Employees participating in a SIMPLE retirement plan can 
defer up to $14,000 in 2022 (up from $13,500 in 2021), and 
employees age 50 or older can defer up to an additional 
$3,000 in 2022 (the same as in 2021). 
 

Kiddie Tax: Child's Unearned Income 
Under the kiddie tax, a child's unearned income above 
$2,300 in 2022 (up from $2,200 in 2021) is taxed using the 
parents' tax rates. 

 
 

 
 

part of the game. In fact, striking out is much more 
common than getting hits. The record for the highest 
career batting average record is .366, held by Ty 
Cobb.

2
  As Ted Williams once said, “Baseball is the only 

field of endeavor where a man can succeed three times 
out of ten and be considered a good performer."

3
 

 
So how does this apply to your finances? As Hank Aaron 
put it, "Failure is a part of success." 

4
 If you're prepared for 

the misses as well as the hits, you can avoid reacting 
emotionally rather than rationally when things don't work 
out according to plan. For example, when investing, you 
have no control over how the market is going to perform, 
but you can decide what to invest in and when to buy and 
sell, according to your investment goals and tolerance for 
risk. In the words of longtime baseball fan Warren Buffett, 
"What's nice about investing is you don't have to swing at 
every pitch."

5
 

 

See Every Day as a New Ball Game 
When the trailing team ties the score (often 
unexpectedly), the announcer shouts, "It's a whole new 
ball game!" 

6
 Whether your investments haven't 

performed as expected, or you've spent too much money, 
or you haven't saved enough, there's always hope if 
you're willing to learn from what you've done right and 
what you've done wrong. Hall of Famer Bob Feller may 
have said it best: "Every day is a new opportunity. You 
can build on yesterday's success or put its failures behind 
and start over again. That's the way life is, with a new 
game every day, and that's the way baseball is."

7
 

 

All investing involves risk, including the possible loss of 
principal. There is no guarantee that any investment 
strategy will be successful.                 
 
1, 3-4, 6-7) BrainyQuote.com; 2)ESPN.com; 5) quotefancy.com 

Take Me Out to the Ball Game 
The average cost of taking a family of four to a Major League Baseball game during the 2021 season was $253. Costs varied 
across the league, with Red Sox fans paying the most and Diamondbacks' fans paying the least.* 
 

       

 

  

*Based on the Fan Cost Index from 
Team Marketing Report, which 
includes price of four non-premium 
tickets, parking, two draft beers, four 
soft drinks, four hotdogs, and two 
adult-sized adjustable hats.  
 
Source: The Athletic, 2021 
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The IRS issued more than 128 million income tax refunds for the 2020 filing season, putting $355.3 billion 
into the hands of U.S. consumers.1 For most recipients, such a sudden influx of cash prompts an 
important question: What's the best way to use the money? 
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reduce your principal balance and shorten the term of the loan, allowing you to accumulate equity faster. 
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to finance some routine household expenses could help you allocate more of your income to a workplace 
retirement account. As an added potential benefit, the amount of any matching employer contributions 
may increase as a result. 
 

Of course, you might want to use this year's refund for another purpose. Be sure to speak with your 
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