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Will you be ready for what’s ahead?
Longer life spans, fewer young workers, and diminishing economic and market growth
rates have significant implications for the future of benefit programs and investors.
Longevity risk — the consequences of outliving your assets — is magnified by these
demographic and macroeconomic conditions.
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1. Retirement requires more
STEP 1thought than ever
People are living longer and more active lives, prompting many to rethink conventional views about retirement.
Traditionally, retirement was considered an opportunity to do the things we can’t do when working a full-time job.
But, for those with limited financial assets, retirement may seem like an unattainable goal, creating a great deal of
anxiety. At the same time, we’re having fewer children, and the population is aging. These demographic shifts could
have implications:

If you’re
currently
working

Fewer workers supporting a
burgeoning retiree population will
likely impact programs like Social
Security and Medicare you may be
counting on in your retirement.

If you’re
in retirement

If you’re
seeking investment
opportunities

Living longer may require
rethinking your investment
strategy to help reduce the risk
of outliving your assets.

The full impact of these shifts
may not be felt for years, but you
might want to think today about
positioning your portfolio now to
take advantage of these trends.
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Are investors prepared to
fund two or three decades
of retirement?
Some questions to consider
• What are the financial implications
of living longer?

Many individuals are not, and that has led some to postulate that
there will be a longevity crisis. Rising health care costs, diminishing
defined-benefit pension plans, and the uncertain future of Social
Security all pose challenges and risks for retirees.

• Are today’s workers prepared
for retirement?

As a result, Americans are changing the way they think about planning
for retirement. At the same time, U.S. policymakers are being forced to
rethink the efficacy of government entitlement programs designed to
support retirees. Enjoying a longer, healthier life largely depends on the
steps you take today to take greater charge of your financial and physical
well-being for tomorrow.

• How do investors meet the financial
challenges of a longer life in a
low-growth, low-interest-rate
environment?
• What steps can you take now to be
financially prepared for a longer life?

Americans adopt healthier habits

42%
1965

14%
2018

Smoking declines
Adults ages 18 and over who smoke
every day or some days

40%
1998

54%
2018

Exercise increases
Adults ages 18 and over who perform
150 minutes a week of moderate
aerobic activity, 75 minutes a week
of intense aerobic activity, or an
equivalent combination

84%
2013

85%
2018

Health care utilization
Adults ages 18 and over who have a
usual place of health care

Source: Centers for Disease Control and Prevention, National Health Interview Survey, 2018

For more information on longevity and planning for retirement, see “Planning for the 30+ year retirement” published by Wells Fargo Wealth and Investment Management in partnership with the
Longevity Project.
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Living longer
The world’s population is aging as a result of two concurrent trends: increasing longevity and declining fertility rates.
The result is there are more older people supported by fewer younger people in the workforce.
Since the turn of the 20th century, advances in medicine,
nutrition, and sanitation have helped extend the average
life expectancy in the U.S., as well as in most of the
developed world, dramatically. And gains are continuing.

Today, average life expectancy in the U.S. is about four
years longer and average life expectancies globally are
eight years longer than they were in 1990.

Higher living standards help increase longevity
Life expectancy rankings shown for select countries.

2019: 79.1
1990: 75.7

2019: 81.8
1990: 76.2
United Kingdom

United States

2019: 77.5
1990: 69.4

2019: 83.5
1990: 72.9

China
India

2019: 70.4
1990: 59.1

Hong Kong

South Korea

2019: 85.3
1990: 78.0

Source: United Nations World Population Prospects Report, 2019

The World Health Organization’s most recent report on life
expectancies shows a wide range of estimates, from 56
years for a baby born in 2020 in Lesotho to 85 years for a
baby born during the same year in Hong Kong. As the
population in the developed world ages, the old-age
support ratio — the ratio of working-age people to
retirement-age people — continues to decline.

Looking ahead, as average life expectancies across the
globe increase, the United Nations projects the longevity
trend will extend to many emerging countries. By 2050, it
is estimated that most of the world’s seniors will reside in
emerging countries, where the old-age ratio is currently
the highest.
Source: United Nations, Department of Economic and Social Affairs World Population
Prospects 2019
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Fewer workers per retiree
In most developed nations, a large segment of the population is
rapidly approaching retirement age. By 2030, nearly one in four U.S.
residents is expected to be 65 or older. At the same time, the number of
young people who support each retiree through taxes and Social Security
contributions is declining. This population mismatch is likely to result in
policies that place a greater burden on current workers and reduce
benefits for retired workers.

The old-age support ratio is
lower in developed economies
Working-age to
retirement-age persons

3:1

Europe

Global birth rates are falling

4:1

North America

The average fertility rate has dropped by one-half since the 1950s.

5:1

Oceania

8:1

Latin America and Caribbean

8:1

Asia

1950 – 1955
5 children per female

2010 – 2015

16:1

2.5 children per female

Africa

Source: United Nations, Department of Economic and Social
Affairs World Population Prospects 2019. Ratio is the number
of working-age persons (aged 15 – 64 years) per older person
(aged 65 or over).

2045 – 2050

2.2 children per female

Oceania includes Australia and New Zealand, Melanesia,
Micronesia, and Polynesia.

Source: United Nations World Population Prospects Report, 2019

The reshaping of American society
A population pyramid shows the distribution of various age groups in a country or region. Over time, older age groups are
expected to become a higher proportion of the U.S. population. The result is likely to be fewer younger people in the
workforce per retiree to provide support.
229 million

Total population

331 million

379 million

2020

2050

90
85
Age

60
45
30
15
0
1980
Male

Female

Source: United Nations, Department of Economic and Social Affairs World Population Prospects 2019
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Living better
More time, more choices
Whether it’s a mother in India or a grandfather in the U.S.,
most people strive for a healthy standard of living for
themselves and loved ones. Living better is often equated
to physical and financial health. Physical health is linked to
genetics, the environment, and personal decisions.
Financial health involves having sufficient financial
resources to cover basic needs and expenses. The path to
financial health will vary from person to person, but we
think the best place to start is with an investment plan. In
the U.S., many individuals are including working longer as
part of their plan. Whether this is out of necessity or

personal preference, the benefits of working longer may
accrue to the individuals and society alike.
In the early 1960s, male workers in the U.S. typically
retired after age 65. The average age of retirement for men
declined to about 62 years of age by the mid-1990s, but in
recent years it has reversed course. Factors to explain this
reversal include vanishing pensions, rising health
insurance premiums and out-of-pocket health care costs,
and incentives to delay Social Security benefits. The
average retirement age for female workers in the U.S. has
increased significantly since the 1960s.

Average retirement age in the U.S.

Average retirement age

70
65
60
55
50
1960

1970

1980
Men

1990

2000

2010

2020

Women

Sources: Center for Retirement Research at Boston College and U.S. Census Bureau, 2018. Current Population Survey, 1962 – 2017. Calculated as the age when Leave Preparatory to Retirement (LPR)
falls below 50%.

When experienced workers have opportunities to
contribute in productive ways, the outcome could be
beneficial for individual workers and the economy. That
has led some to assert that the “longevity crisis” could,
instead, become a “longevity dividend.” Should the

workforce continue to evolve in this way, some workers
may choose to invest for the future as well as work in
retirement. However, working longer may not be your
definition of living better. If you do plan to exit the
workforce at an earlier age, you’ll need to plan for that.

Source: Snapshot: Average American Predicts Retirement Age of 66
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Trends to consider
Graying population
The aging U.S. population is leading to greater demand for
assisted living. By 2035, one in three U.S. households will
be headed by someone aged 65 or older.
Today’s seniors are increasingly comfortable with
technology and may appreciate the convenience of
shopping from home and online entertainment venues.
This trend should benefit companies offering a robust
online shopping experience.

Fifty-five percent of adults between 50 and 80 have a pet
and more than half of those have multiple pets
(ScienceDaily April 2019), and they tend to spend more
than the average pet owner on their pets. Pet owner
activities from dog walking to brushing cat fur are good for
physical and mental well-being of older adults.
Younger workers who expect to live longer are demanding
more ergonomic equipment. Industrial manufacturers who
can deliver ergonomic solutions may benefit.
This section draws on analyses from Wells Fargo Securities.

Caloric intake decreases as people age, so food companies
may need to rethink their portion sizes and packaging to
appeal to an aging clientele.

7 medical advances that may lead to a healthier future
Recent medical advances are helping physicians treat and manage diseases:
1. Genome sequencing — DNA mapping helps identify genes that cause disease and creates
better treatments.
2. Heart disease treatments — Statin drugs and new surgical techniques help treat atherosclerosis.
3. Targeted cancer therapies — More direct than chemotherapy or radiation, new drugs block tumor growth
and eradicate cancer cells.
4. Progress in fighting HIV — Comprehensive medical treatments help control human immunodeficiency
virus (HIV).
5. Laparoscopic surgery — Minimally invasive surgery techniques result in less pain, smaller scars, and
speedier recoveries.
6. Prosthetics — 3-D printing, computer chips, and wireless technology make prosthetics more functional
and affordable.
7. Telemedicine — Wireless technology allows for better point-of-care and remote patient monitoring by
use of implants and wearable devices.
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2. Preparing to fund your retirement
U.S. government programs, such as Social Security and Medicare, were
established at a time when life expectancies were shorter and health
care costs were more affordable than today. Social Security can help
cover expenses during the years after you surrender a regular paycheck,
but a single source of modest monthly income may prove inadequate to
support the desired lifestyle for many retirees.

Annual health care spending per person
in the U.S.

Living longer could profoundly
affect your financial stability,
especially during the latter years of
your retirement. To help prepare for
it, consider:
1. Investing as soon as
possible to potentially benefit
from compounding
2. Reevaluating allocations
to fixed-income and
equity investments

35
Thousands of dollars ($)

5 planning ideas to consider

30
25

3. Staying on the job longer or
working part time in retirement

20
15

4. Taking advantage of catch-up
contributions to your IRA and
401(k) from age 50

10
5
0
0 – 18

19 – 44

45 – 64

65 – 84

85+

5. Purchasing an annuity and/or
contributing to a Roth IRA

Source: CDC report published in 2018 with data as of year-end 2017
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Haven’t saved enough?
Wells Fargo & Company’s 2019 Retirement Study found
that just 55% of workers feel prepared for retirement.
Preparedness dropped further compared with two years
ago. Survey results also indicate that retirement savings
vehicles differ between generations. Eighty-six percent of
retirees fund retirement with Social Security or a pension
while 45% of millennial workers expect to rely on an IRA
or a 401(k).

Younger investors can take advantage of the
compounding effect over time by investing as soon as they
begin their working lives. Weighting investments toward
growth assets, such as global equities and real estate, can
help increase an account’s value over the long term. Bonds
should generally comprise a significantly smaller portion
of a younger worker’s retirement savings portfolio.

Current workers should plan to fund more of their
own retirement expenses, including health care costs.
They may also expect to pay higher taxes during
their working years to fund government entitlement
programs that support a growing number of retirees.

It is possible that current workers may experience lower
growth in their retirement portfolios in this low-rate,
low-inflation environment.

Older workers should assess the compatibility of their
retirement assets and their retirement lifestyle
expectations. To balance their assets and expectations,
some may choose to work longer while others may choose
to cut expenses. Still others may augment their income
with potential capital appreciation by increasing their
exposure to equities while trimming bond holdings.
Annuities — designed to address longevity risk — are
another financial instrument some investors may wish to
consider. We recommend working together with an
investment professional to develop an appropriate plan
that addresses your individual goals and objectives,
tolerance for risk, and time horizon.
Workers age 50 and older can take advantage of catch-up
IRA and 401(k) provisions in an effort to build savings
more quickly.

Keeping on track
Workers who believe they are on track to meet their
investment goals would be well served to review their
retirement objectives with an investment professional.
While you may have already successfully accumulated a
significant nest egg, the investment choices made from
today until your retirement and beyond can mean the
difference between living comfortably in retirement or
potentially facing difficult financial circumstances later on
in life. Your future standard of living will depend on your
ability to cover living expenses throughout retirement.
It is critical, then, that your assets grow faster than the
prices of goods and services during your retirement years.

10 | Investing for a longer life

Cash and short-term bonds may not be capable of
insulating your portfolio against the eroding power of
inflation. Assets with returns more closely tied to inflation,
such as global stocks, commodities, and real estate, may
play a role in your retirement portfolio. A Roth IRA may be
a good idea if you anticipate higher tax rates in your
retirement years.1
1. Tax-free Roth IRA withdrawals are available only if the owner is age 59½ or older and the
account has been open at least five years. Contributions to Roth IRAs or Roth 401(k)s are
made with after-tax dollars. Withdrawals from retirement accounts may be subject to tax
penalties as well as income tax if they are made too early.

1. Retirement requires more
thought than ever

3. Investing in
retirement

2. Preparing to fund
your retirement

3. Investing in retirement
STEP 1

Retirees may need (or be required) to take distributions from their retirement accounts.2 Those wishing to spend the
distributions or use them to fund related tax payments may prefer to maintain an available source of liquidity within
these accounts for such distributions. As bond yields shrink, retirees may find that diversifying their income streams
can be a viable way to maintain liquidity. A well-diversified portfolio, including an allocation to income-producing
assets beyond U.S. Treasuries and high-quality corporate bonds, may be necessary for many retirees to fund expenses.

The inclusion of dividend-paying global equities, real
estate, commodities, and alternative investment strategies
could help grow assets adequately to meet investors’
financial needs over their full life expectancies. This line of
thinking, however, probably is a departure for many
retirees who had planned to convert their assets to
high-quality bonds and use the stream of interest
payments to cover everyday living expenses.
2. Distributions taken from tax-deferred retirement accounts prior to age 59½ are penalized
10% to dissuade investors from taking distributions prior to this age. Some retirees may
need to take distributions to fund their day-to-day expenses once this age is reached. After
age 70½, current law requires account owners to begin making taxable withdrawals from
Traditional IRAs and other retirement plans. Investors taking such distributions will need an
available source of liquidity to fund these taxable distributions.

“

As bond yields shrink,
retirees may find that
diversifying their
income streams can
be a viable way to
maintain liquidity.
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Increased diversification
may be the answer
Indeed, many retirees express a desire to preserve their
nest egg from loss of principal, yet there may be
compelling reasons to consider diversifying beyond cash
and bonds.

The perceived safety of principal is not the same as
preservation of the principal’s purchasing power. Inflation
must be factored into future cash-flow planning.

Prices have doubled in 30 years
The chart below illustrates the impact of inflation on the value of $1,000 in each decade for a 1986 retiree.

Thousands of dollars ($)

2.5

$2,130

2.0

$1,655

1.5
1.0

$2,240

$1,287
$1,000

0.5
0
1987

1991

1995

1999

2003

2007

2011

2015

2019

Source: Prices based on Consumer Price Index (CPI) for Jan. 1, 1988, to Dec. 31, 2019, U.S. Bureau of Labor Statistics, December 2019

We may continue to see disappointing income streams
from traditionally conservative investments, such as
bonds, for some time in today’s low-growth, lowinflationary, low-yield environment. On the other hand,
equities are an attractive component for retirement
accounts during most stages of life but come with higher
risks. In the early years, stocks typically are considered the
growth engine of an account. And in the years following
retirement, the potential returns from stocks over time are
more likely to outpace inflation when compared with the
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long-term returns from cash alternatives or shortmaturity bonds.
Retirees who are unwilling to take on market risk may
consider purchasing an annuity stream of income
payments. This may be an appropriate choice for some
investors; however, it is essential to fully understand the
terms and conditions of such a contract before entering
into one.

Wealthy investors face
different challenges
Some retirees may find themselves in the enviable
position of having sufficient wealth, including
nonretirement assets, to fund lifestyle expenses. Many
individuals fall into this category. There are two key
strategies this group of investors may want to consider as
a result of the tax landscape and the potential market
distortions created by an aging population:
• Diversification of income streams from a variety of
investments is likely to become increasingly important
for this segment.
• Asset placement, particularly for taxable assets, may be
an important consideration for these individuals, as
withdrawals from retirement accounts may be taxed at
different rates compared with other sources of income.
This group may choose to hold bonds in their
retirement accounts to help stabilize their

nonretirement accounts, where taxes on capital
gains and dividends may be lower than income
taxes on bond yields.
• Tax-efficient portfolios can help investors meet
long-term financial objectives on an after-tax basis.
If one of your primary goals is to transfer wealth and build
a legacy for your children or grandchildren, a charitable
remainder trust (CRT) strategy may help achieve this goal.
Careful planning for beneficiaries who are inheriting IRAs
may choose to use a CRT to mimic some of the effects of
the stretch IRA strategy. We suggest a discussion with
your investment professional, as well as your accounting,
tax, and legal specialists, to determine whether such
strategies make sense in this evolving tax landscape and
are appropriate for your specific needs.

Charitable Remainder Trust (CRT)
A CRT is a trust that distributes an annual income to one or more beneficiaries, either for life or for a term that
does not exceed 20 years. At the end of the life (term), the remaining trust assets are paid to charity.
Investors who are planning to leave retirement account assets to children or grandchildren, and who are
concerned about the beneficiaries accessing the funds too soon or looking to maximizing the bequest, may
want to consider a CRT strategy. Tax treatments of CRTs can be complicated. Investors who are interested in
CRTs for legacy planning should talk with their investment advisor. We also recommend seeking counsel with
legal and tax professionals before considering any tax strategy.

Investing for a longer life | 13

Trends to consider
Increasing demand for
health care
The federal government’s share of the health care
market is growing, offering the potential for greater
bargaining power. As Americans live longer, they will
increasingly rely on Medicare to fund health care expenses.
The federal government could leverage this position to
negotiate health care costs. This might help manage costs
but could also create an impediment for revenue growth of
health care companies.
Telehealth and telemedicine allow for quick and efficient
check-ins and online or audio consultations for nonurgent issues. In the current COVID-19 world, telehealth
also is rapidly becoming an option for lifestyle coaching,
chronic condition management, and physical and
behavioral therapy. We anticipate this trend to continue.
Despite the competitive nature of pharmaceutical and
biotechnology companies, there are some compelling
reasons for optimism in this sector. Clinical trials have
become more efficient with the use of biomarkers that
help identify patients likely to benefit from targeted
therapies. The U.S. Food and Drug Administration (FDA)
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has designated certain drugs as “breakthrough therapies,”
expediting the move-to-market process. This innovation
has contributed to earnings-per-share (EPS) growth and
enhanced revenue streams for the sector. The
development of a COVID-19 vaccine also exemplifies
this expedited process.
It is thought that Health Savings Accounts paired with
high-deductible health insurance plans will be increasingly
utilized as an attractive savings tool for pre-retirees to
benefit from its triple-tax-advantaged structure.
Ultimately, consumers will be responsible for a large share
of their health care expenses. Growing awareness of health
care costs may lead to greater pricing transparency in the
health care sector for consumers who shop for
nonemergency care.
The aging population is a potential negative for hospitals,
particularly not-for-profit hospitals. The aging baby
boomer population is projected to deplete the Medicare
Part A hospital insurance by 2026. Parts B and D
(outpatient services and prescription drug plans) appear
adequately funded but may not be able to respond to
escalating drug prices without raising premiums.

Opportunities in
today’s environment
The implications for investors could be profound. As people live longer, we see a variety of potential investment
opportunities. We encourage you to talk with your investment professional about opportunities that are appropriate for
your investment objectives.

Investments that may benefit from a demographic shift
Dividend-paying stocks may be attractive for senior investors who are looking for alternatives
to low-interest-rate bonds. We believe this should support companies with track records of
consistent and rising dividends.

Stocks

The longer one lives, the greater the possibility of contracting a chronic disease.
Pharmaceutical, biotechnology, and telehealth companies should benefit from longevity and
more people living with manageable ailments.
The longer life expectancies of the workforce mean demand for longer-dated bonds should be
supported despite their low interest rates — as the population ages, insurers and pension plans
purchase longer-dated bonds to manage the demographic shift.

Bonds

Municipal bonds are a tax-advantaged approach to generate income streams. But we expect
municipal bonds, like other fixed-income assets, will generate low-single-digit returns in the
coming years.
In the near term, the relative defensive characteristics of medical office real estate investment
trusts may offer attractive opportunities for investors.

Real assets

Alternative
investments

The longevity trend should benefit demand for income-producing investments, including
master limited partnerships (MLPs). MLPs can be a tax-efficient way to generate income and
transfer wealth for long-term investors because they can offer certain income-tax and estatetax benefits. We suggest you speak with your tax professional to learn how these benefits may
apply to your portfolio.
Global population dynamics are expected to provide alternative investment strategies
countless opportunities for decades to come. In developed economies, aging populations are
stressing the health care infrastructure, leading to both innovation and consolidation. For
example, private capital strategies can facilitate growth by lending to small- and middlemarket companies developing pharmaceuticals and medical devices, or these managers may
provide growth capital to health care companies looking to expand production and
distribution. Moreover, hedge fund strategies can exploit undervalued and overvalued
securities throughout the capital structure.
Conversely, emerging economies are expected to face explosive population growth and the
migration from rural to urban living. Alternative investment strategies with a long-term
investment horizon can provide growth capital to these economies, with hedge fund strategies
likely to become more involved as the economies mature.
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Next steps
Longevity risk is a growing concern for today’s workers and retirees. While some wealthier investors may
be optimistic about maintaining their current lifestyle in retirement, many Americans are facing the
likelihood of outliving their resources. Furthermore, the expenses associated with government programs
designed to assist retirees have grown disproportionately large and threaten to crowd out most other
expenses by 2030 if reform is not enacted.3
The aging of the population requires the attention of current workers, employers, and policymakers. In
general, workers likely will have to forgo some spending today to save more for their retirement years.
Employers must seek out innovative ways to engage seasoned workers and draw upon their knowledge and
experience while encouraging younger workers to learn about and participate in retirement savings
programs. Policymakers must persuade workers, especially younger workers, to save for their retirement
while assisting government agencies working to limit the expenditures associated with the current retired
population. Going forward, we believe some optimism is warranted, however, as many Americans currently
have access to employer-sponsored retirement programs.

The financial and physical health of each
individual is unique. A detailed retirement
plan should reflect that uniqueness and take
into consideration one’s life expectancy as
well as financial goals and objectives.
For those investors with significant assets
and complex financial situations, a more
comprehensive approach to investment
planning is often beneficial. In an everchanging tax environment, tax-efficient
investing has become an important
component of the process. Whatever
your current age or financial situation,
we believe it’s imperative to develop an
appropriate and realistic plan for your
potentially longer lifespan.
3. Source: Congressional Budget Office (CBO) 2020
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Risk considerations
All investing involves risk, including the possible loss of principal. Different investments offer different levels of potential return and market risk. There is no assurance any investment, retirement or
tax-managed strategy will be successful. Diversification is an investment method used to help manage risk. It does not guarantee a profit or protect against loss. You should be aware of, and understand,
all risks associated with a particular investment product before investing. The investment strategies discussed in this report may expose you to the following risks:
Alternative Investments: Alternative investments, such as hedge funds and private capital funds, are not appropriate for all investors. Any offer to purchase or sell a specific alternative investment product
will be made by the product’s official offering documents. Hedge funds are complex, speculative investment vehicles and are not appropriate for all investors. They are only available to persons who are
“accredited investors” or “qualified purchasers” within the meaning of U.S. securities laws. Hedge funds trade in diverse complex strategies that are affected in different ways and at different times by
changing market conditions. Strategies may, at times, be out of market favor for considerable periods, resulting in adverse consequences for an investor. Private capital funds are complex, speculative
investment vehicles and are not appropriate for all investors. They are generally open to qualified investors only and carry high costs, substantial risks, and may be highly volatile. There is often limited (or
even nonexistent) liquidity and a lack of transparency regarding the underlying assets. They do not represent a complete investment program.
Annuities: An annuity is a long-term insurance contract sold by an insurance company designed to provide an income stream, usually after retirement, which cannot be outlived. Monthly payments over
the life of an annuity contract can decline because of inflation. There are fees, expenses, and surrender charges associated with an annuity contract. Guarantees are based on the claims-paying ability of
the issuing insurance company.
Commodities: Investing in commodities is not appropriate for all investors. The commodities markets are considered speculative, carry substantial risks, and have experienced periods of extreme
volatility. Investing in a volatile and uncertain commodities market may cause a portfolio to rapidly increase or decrease in value, which may result in greater share price volatility. Investments in
commodities may be affected by changes in overall market movements, commodity index volatility, changes in interest rates, or factors affecting a particular industry or commodity. Products that invest
in commodities may employ more complex strategies, which may expose investors to additional risks.
Equity Investments: Equity investments are subject to market risk, which means their value may fluctuate in response to general economic and market conditions, the prospects of individual companies,
and industry sectors. There is no guarantee that dividend-paying stocks will return more than the overall stock market. Dividends are not guaranteed and are subject to change or elimination.
Fixed Income: Investments in fixed-income securities are subject to interest rate and credit risks. Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can
result in the decline in a bond’s price. Credit risk is the risk that an issuer will default on payments of interest and principal. This risk is higher when investing in high yield bonds, also known as junk bonds,
which have lower ratings and are subject to greater volatility. Municipal bonds offer interest payments exempt from federal taxes and, potentially, state and local income taxes. These bonds are subject to
credit risk and potentially the Alternative Minimum Tax. Quality varies widely depending on the specific issuer. All fixed-income investments may be worth less than their original cost upon redemption
or maturity.
Foreign Investments: Investing in foreign securities presents certain risks not associated with domestic investments, such as currency fluctuation, political and economic instability, and different
accounting standards. This may result in greater share price volatility. These risks are heightened in emerging markets.
Master Limited Partnerships (MLPs): MLPs are not appropriate for all investors and are particularly not usually appropriate for retirement-related accounts, such as ERISA and IRA accounts. Investors
in these accounts should also consider the potential for unrelated business taxable income (UBTI) before investing in MLPs. Also, an MLP shareholder, i.e., a limited partner unitholder, receives a K-1
instead of a 1099. Investing in MLPs involves certain risks which differ from an investment in the securities of a corporation. MLPs may be sensitive to price changes in oil, natural gas, etc., regulatory
risk, and rising interest rates. A change in the current tax law regarding MLPs could result in the MLP being treated as a corporation for federal income tax purposes, which would reduce the amount of
cash flows distributed by the MLP. Other risks include the volatility associated with the use of leverage; volatility of the commodities markets; market risks; supply and demand; natural and man-made
catastrophes; competition; liquidity; market price discount from Net Asset Value; and other material risks.
Real Estate: There are special risks associated with an investment in real estate, including the possible illiquidity of underlying properties, credit risk, interest rate fluctuations and the impact of varied
economic conditions.
Stretch IRA: Tax laws and IRS rules regarding retirement accounts are subject to change and may limit the effectiveness of a Stretch IRA strategy. If forced to liquidate the IRA, a beneficiary may be placed
in a higher tax bracket. In addition, inflation can erode purchasing power and the investments within the account are subject to market risk and the possible loss of principal.
Wells Fargo and its affiliates are not legal or tax advisors. Be sure to consult your own legal or tax advisor before taking any action that may involve tax consequences. Tax laws or regulations are subject
to change at any time and can have a substantial impact on individual situations.
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Investment expertise and advice to
help you succeed financially
Wells Fargo Investment Institute is home to 145+ investment processionals focused on
investment strategy, asset allocation, portfolio management, manager reviews, and alternative
investments. Its mission is to deliver timely, actionable advice that can help investors achieve
their financial goals.
For assistance with your investment planning or to discuss the points in this report, please talk to your
investment professional.

The information in this report is general in nature and may not apply to your specific situation. Tax laws regarding investing, retirement accounts, and taxes in general are always
subject to change. Please speak with your tax or legal advisor before making any decision that may have tax consequences. Wells Fargo and its affiliates are not tax advisors.

Wells Fargo Investment Institute, Inc. is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company.
The information in this report was prepared by the Global Investment Strategy (GIS) division of WFII. Opinions represent GIS’ opinion as of the date of this report and are for general
informational purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector, or the markets generally. GIS does not undertake to
advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach
different conclusions from, this report.
The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.
This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold, or sell
securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant information,
including you existing portfolio, investment objectives, risk tolerance, liquidity needs, and investment time horizon.
Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial services
regulatory authority outside of the U.S.
Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain protections conferred by legislation and regulations in their
country of residence in respect of any investments, investment transactions, or communications made with Wells Fargo Advisors.
Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and nonbank affiliates of Wells Fargo & Company.
© 2020 Wells Fargo Investment Institute. All rights reserved. CAR-1121-03714 IHA-7126804

