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Funding the Federal Government

The IRS collected a little more than $4 trillion in net taxes (after refunds) in fiscal year 2023. About half was
individual income taxes, and around 35% was employment (payroll) taxes, including Social Security, Medicare,
unemployment insurance, and railroad retirement. Business income taxes made up a little over 10% of the total,
with relatively small contributions from excise, estate and trust income, and estate and gift taxes.
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Are You Missing the Bull's-Eye with a Target-Date Fund?

Two out of three 401(k) participants have assets in a
target-date fund — an "all-in-one" fund intended in
theory to be the holder's only investment (see chart).
These funds are often the default option in workplace
plans, so you may have a target-date fund without fully
understanding what it is, or perhaps without even
knowing you own it.

In fact, target-date funds are not as simple as they
appear to be. Like all investment options, they have
strengths and weaknesses.

Focused on time

Target-date funds offer a professionally managed mix
of assets — typically a combination of other funds
containing stocks, bonds, and cash alternatives —
selected for a specific time horizon.

The target date, usually included in the fund's name, is
the approximate date when an investor would begin to
withdraw money for retirement (or another purpose,
such as paying for college). An investor expecting to
retire in 2055, for example, might choose a 2055 fund.
As the target date approaches, the fund typically shifts
toward a more conservative asset allocation to help
preserve the value it may have accumulated and
potentially provide income.

One size may not fit all

Target-date funds utilize basic asset allocation
principles that are often used to construct more
complex portfolios. But the allocation is based solely
on the target date and does not take into account the
investor's risk tolerance, personal goals, asset levels,
sources of income, or any other factors that make an
investor unigque.

An investor with $200,000 in a target-date fund has the
same asset allocation as an investor with $20,000 in
the fund. An investor who also has a pension and
might be comfortable taking more risk with 401(k)
investments is placed in the same risk category as an
investor who will depend primarily on savings in the
401(k) account.

Considering this one-size-fits-all approach, target-date
funds may be especially appealing to novice investors
with relatively low assets or to those who prefer a
simple set-and-forget option in their 401(k), IRA, or
other investment account. But even if simplicity is the
goal, it's important for any investor who keeps assets
in a target-date fund to learn more about the specific
fund and how it operates.

Glide to or beyond retirement

The transition from more aggressive to more
conservative investment allocations is driven by a
formula called the glide path, which determines how
the asset mix will change over time. The glide path
may end at the target date or continue to shift assets

beyond the target date, taking the fund into your
retirement years.

Funds with the same target date may vary not only in
their glide path but also in the underlying asset
allocation, investment holdings, turnover rate, fees,
and fund performance. Be sure you understand the
asset mix of your fund and how it changes over time.
It's especially important to closely examine your
target-date fund as you approach retirement. You can
find detailed information in the prospectus.

Growing Trend

Percentage of 401(k) participants holding target-date
funds
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Source: Investment Company Institute, 2024 (2022 year-end data, most
recent available)

Asset allocation is a widely accepted method to help
manage investment risk. It does not guarantee a profit
or protect against investment loss, and there is no
guarantee that you will be prepared for retirement on
the target date or that the fund will meet its stated
goals. Keep in mind that investing in other securities
outside of a target-date fund may change your overall
asset allocation. It's generally wise to consider the
allocation strategy of your full portfolio.

The principal value of a target-date fund is not
guaranteed before, on, or after the target date. The
return and principal value of all mutual funds fluctuate
with changes in market conditions. Shares, when sold,
may be worth more or less than their original cost.

Mutual 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.

Page 2 of 4, see disclaimer on final page



Return of Premium Term Life Insurance: Is It Right for You?

You have decided you need life insurance coverage
and are considering buying a term policy. But you
might be wondering, "Do | get any of my money back
at the end of the term?" It's possible, if you consider
buying a special kind of term insurance called return of
premium term insurance, or ROP.

How ROP compares to straight term
insurance

In general, straight term life insurance provides
coverage for a specific number of years, called the
term. The face amount of the policy, or death benefit,
is paid to your beneficiaries if you die during the term.
If you outlive the term, or you cancel your policy during
the term, nothing is paid. By contrast, an ROP term life
insurance policy returns some or all of the premiums
you paid if you live past the term of your policy and
haven't cancelled coverage. Some issuers may even
pay back a prorated portion of your premium if you
cancel the ROP life policy before the end of the term.
Also, the premium returned generally is not considered
ordinary income, so you won't have to pay income
taxes on the money you receive from the insurance
company. (Please consult your tax professional.)

A return of premium feature may be appealing if you
want to have a return of some or all of your premium if
you outlive the policy term. Yet the cost of ROP term
insurance can be significantly higher than straight term
insurance, depending on the issuer, age of the
insured, the amount of coverage (death benefit), and
length of the term. But ROP term insurance almost
always costs less than permanent life insurance with
the same death benefit. While straight term insurance
can be purchased for terms as short as one year, most
ROP term insurance is sold for terms of 10 years or
longer.

ROP considerations

It's great to know you can get your money back if you
outlive the term of your life insurance coverage, but
there is a cost for that benefit. Also, if you die during
the term of insurance coverage, your beneficiaries will
receive the same death benefit from the ROP policy as
they would from the less-expensive straight term

policy.

Advantages and Disadvantages of ROP Term
Insurance

PROS
- If you outlive the policy term, you

get your money back, unlike straight term
life insurance

« Premiums are generally returned
free of income tax

CONS

« It's typically more expensive than straight
term life insurance

« You generally don't earn interest on
your money

« If you cancel the policy or let it lapse
before the end of the term, you may not
get your money back

» There may be a minimum amount of
coverage you must buy, such as $100,000

When choosing between straight term life insurance
and ROP term, you might think about the amount of
coverage you need, the amount of money you can
afford to spend, and the length of time you need the
coverage to continue. Your insurance professional can
help you by providing information on straight term and
ROP term life insurance, including their respective
premium costs.

The cost and availability of life insurance depend on
factors such as age, health, and the type and amount
of insurance purchased. Before implementing a
strategy involving life insurance, it would be prudent to
make sure that you are insurable. Optional riders are
available for an additional fee and are subject to
contractual terms, conditions and limitations as
outlined in the prospectus and may not benefit all
investors. Any guarantees associated with payment of
death benefits, income options, or rates of return are
based on the claims-paying ability and financial
strength of the insurer.

Page 3 of 4, see disclaimer on final page



Breaking Down the Numbers: The Soaring U.S. National Debt

The U.S. national debt is the total amount of money
owed by the federal government. As of January 2025,
it stands at $36.16 trillion.1

The difference between deficit and debt
When the federal government spends more money
than it collects in taxes in any given fiscal year (the
government's fiscal year runs from October 1 to
September 30), there is a deficit. The opposite of a
deficit is a surplus.

To fund its operations when there is a deficit, the
government borrows money by selling Treasury notes,
bills, bonds, and other securities to investors, paying
interest based on the interest rate environment at the
time the security is issued. The interest owed to these
investors adds to each year's spending deficit (if any)
and further increases the national debt over time.

In the past 50 years, the U.S. has run a deficit 46
times. The last U.S. budget surplus was in 2001. In
2024, the deficit was $1.83 trillion, the third-highest on
record. The highest deficit was in 2020 during the
pandemic, when it was $3.13 trillion.2

Why is the national debt so high?

There are several reasons for the ballooning national
debt. One reason is previous tax cuts and pandemic
spending. Another major reason is the increasing cost
of Social Security and Medicare, two popular programs
that serve a growing demographic of older Americans
and make up the two biggest slices of the federal

budget pie.3 Cutting spending on these programs is
not politically popular, though in theory, future benefits
could be trimmed. Military spending also consumes a
significant portion of the federal budget.

A category of spending that can't be cut is the interest
the federal government must pay to investors who
have purchased Treasury securities, which is
consuming an increasing share of the federal budget.
This is sometimes referred to as "servicing the national
debt." As of September 2024, $1.13 trillion went
toward maintaining the debt, which was 17% of total
federal spending in fiscal year 2024.4

Comparing a country's total debt to its gross domestic
product (GDP) is typically a better way to gauge a
country's ability to pay down its debt than just looking
at the raw debt number. For fiscal year 2024, the U.S.
debt-to-GDP ratio was 124%. This was just under the
record 126% in 2020.5 According to the nonpartisan
Congressional Budget Office, based on current
spending and revenue projections, the debt-to-GDP
ratio is projected to reach 179% by 2054.6

Clearly, Congress has work ahead to better balance
U.S. revenue and spending.

Projections are based on current conditions, subject to
change, and may not come to pass.

1-5) fiscaldata.treasury.gov, 2025

6) Congressional Budget Office, 2025

Investment and insurance products offered through RBC Wealth Management are not insured by the FDIC or any other federal
government agency, are not deposits or other obligations of, or guaranteed by, a bank or any bank affiliate, and are subject to
investment risks, including possible loss of the principal amount invested.

The information contained herein is based on sources believed to be reliable, but its accuracy cannot be guaranteed. RBC Wealth
Management does not provide tax or legal advice. All decisions regarding the tax or legal implications of your investments should be
made in connection with your tax or legal advisor. RBC Wealth Management is not a mortgage lender or broker. Nothing herein should be
construed as an offer or commitment to lend. Any calculations are provided as educational tools, and are not intended to provide
investment advice or serve as a financial plan. The result of any calculation performed is hypothetical and does not assume the effect of
fees, commissions, tax rates, or changes in interest rates or the rate of inflation, and is not intended to predict or guarantee the actual
results of any investment product or strategy. These results depend wholly upon the information provided by you and the assumptions
utilized within. In selecting an anticipated investment return, you should consider factors affecting the potential return, such as investment
objectives and risk tolerance. The articles and opinions in this advertisement, prepared by Broadridge Investor Communication Services,
Inc., are for general information only and are not intended to provide specific advice or recommendations for any individual.

RBC Wealth Management, a division of RBC Capital Markets, LLC, Member NYSE/FINRA/SIPC.

RBC Wealth Management does not provide tax or legal advice. All decisions regarding the tax or legal implications of your investments
should be made in connection with your independent tax or legal advisor. No information, including but not limited to written materials,
provided by RBC WM should be construed as legal, accounting or tax advice.

Past performance does not guarantee future results.
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