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For the past six years during December, the Military 
Families Learning Network Personal Finance team has 
presented a 90-minute webinar1 for financial educators and 
counselors that reviews key personal finance news stories that 
took place during the previous calendar year. 
 This article presents a review and summary of key 
personal finance events in 2020, with topics organized 
according to their placement within the webinar, beginning 
with empirical research findings and concluding with a 
preview of 2021 annual limits related to financial planning. 
Many of the events and legislation reported for 2020 stem 
from the COVID-19 pandemic.
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Research Studies 
Financial literacy. Researchers 
examined P-Fin Index data that were 
collected in January 2020. U.S. adults 
answered 52 percent of the questions 
correctly. Financial literacy was lowest 
in the areas of comprehending risk and 
uncertainty.2 Additionally, respondents 
with the lowest financial literacy levels 
had more precarious finances such as 
difficulty making ends meet in a typical 
month, difficulty paying loan payments 
and credit card payments in full and on 
time, and having no retirement savings.3

 Financial education mandates. 
Twenty-one states require high school 
students to take a course in personal 
finance, an increase of four states since 
2018.4 Twenty-five states require high 
school students to take a course in 
economics, an increase of three states 
since 2018.
 Impact of financial education. 
Researchers used the 2018 National 
Financial Capability Study dataset and 
Consumer Financial Protection Bureau 
Financial Well-being Scale to examine 
the impact of financial education on 
subjective financial well-being for 
adults.5 They found positive effects 
of high school financial education 
graduation requirements on subjective 
well-being for males only and that 
required high school financial education 
increased subjective financial well-being 
for adults who attended at least some 
college. For adults with a high school 
diploma, financial education reduced 
their subjective well-being (i.e., it forced 
a realistic assessment of their financial 
situation). Takeaway: “Consider shifting 
policy or curricula to better suit those 
who struggle” (p. 5) (i.e., financial issues 
of non-college-going adults and empha-
sis on human capital and shocks).6

 Financial education and 
downstream financial behaviors. 
Researchers conducted a meta-analysis 
of 76 randomized experiments (N > 
160,000).7 They found that financial 

education programs have, on average, 
positive causal effects on financial 
knowledge and downstream behaviors. 
This is in stark contrast to Fernandes 
et al. (2014) meta-analysis results.8 
Takeaways include: (1) sizable effects on 
both financial knowledge and behaviors; 
(2) inconclusive evidence about the 
decay of financial knowledge; and (3) 
many educational interventions studied 
were cost-effective.
 Parental financial education. The 
association between overt financial 
education from parents during child-
hood and young adult financial practices 
was examined.9 Respondents answered, 
“How would you describe how finances 
were communicated in your family?” 
Childhood financial education from par-
ents was linked with greater frequency 
of healthy financial behaviors in emerg-
ing adulthood; not gender dependent. 
Takeaways include: (1) involve parents 
to the greatest extent possible in 
teaching youth about personal finance; 
and (2) repeated instruction over time 
is more impactful than “one-and-done” 
courses.
 Emergency funds. Data for this study 
included the 2009, 2012, 2015, and 
2018 National Financial Capability Sur-
veys. The researchers found that savings 
account ownership was the strongest 
predictor of having an emergency 
fund.10 Additionally, subjective financial 
knowledge and financial confidence 
were also significant and consistent 
predictors, while objective financial 
knowledge was not a significant predic-
tor. Takeaways include: (1) “strategies 
to promote emergency savings should 
be multifaceted” (p. 542); and (2) 
households need some financial slack to 
be able to save (i.e., income greater than 
expenses).11

 Millennial money management. 
This study included the 2018 National 
Financial Capability Survey dataset. 
It found that millennials were deeply 
affected by the Great Recession and 

tended to rely heavily on debt.12 Millen-
nials engaged frequently in expensive 
short-term and long-term money 
management behaviors such as making 
credit card minimum payments, incur-
ring fees and obtaining cash advances, 
using alternative financial services, 
and making late payments. Millennials 
also displayed “alarmingly low levels of 
financial literacy” (p. 1). The researchers 
noted disconnects between perceived 
and actual knowledge.13

 Research about Gen Z. The Pew 
Research Center found that Gen Z is 
more racially and ethnically diverse 
than any previous generation, with 
one in four Gen Zers identifying as 
Hispanic and 52 percent identifying as 
non-Hispanic white.14 Gen Z is on track 
to be the most well-educated generation 
yet. They are also more likely to have 
a college-educated parent than any 
previous generation. Additionally, they 
are less likely to be working as teens and 
are considered digital natives.
 529 plan utilization. Researchers 
conducted a randomized control study 
design and assigned parents to one of 
four interventions (general information, 
a table, a graph, and an infographic) 
that were designed to increase 529 
plan usage.15 Parents had difficulty with 
information overload and cost-benefit 
analysis. Takeaways include: (1) provid-
ing information on the financial benefits 
of 529 plans and the sign-up process; 
(2) providing a quantitative comparison 
of 529 accounts versus other account 
types; and (3) using more comparison 
interventions.
 Student loan decision-making. 
Researchers investigated whether 
parents’ own student loan balances 
affected their decision to save for their 
children’s education.16 They found that 
parents who are paying off their own 
student loan debt were less likely to 
invest in tax-advantaged accounts for 
their children. They also found that 
debt-laden parents were 67 percent less 
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likely to use a 529 plan or Coverdell 
ESA. Takeaways include: (1) increasing 
clients’ awareness of tax advantages of 
education accounts; and (2) encourag-
ing parents to fill out a FAFSA form and 
manage children’s expectations. 
 Financial help-seeking. This study 
utilized a longitudinal dataset to 
examine financial help-seeking17 by 
millennials. The researchers found that 
positive predictors of seeking help from 
a professional include gender (male), 
marital status (single), education 
(bachelor’s degree or higher), financial 
knowledge, and parent education (bach-
elor’s degree or higher). They also found 
that most young adults do not seek help. 
In fact, there was an apparent lack of 
discussion about finances with anyone 
(18 percent to 28 percent help-seeking 
ranges over the period of the study). 
Takeaways include: targeting outreach 
and/or niche services to those who are 
less likely to seek help via ad campaigns, 
seminars, and social media.
 Life insurance. Utilizing a Survey of 
Consumer Finances dataset, researchers 
found that the proportion of house-
holds owning a life insurance policy18 
decreased from 72 percent in 1992 to 60 
percent in 2016. They also found that 
changes in household characteristics 
(e.g., unmarried households) accounted 
for a decrease in term life policy 
ownership but not for decreases in 
owning cash value policies. Additionally, 
a positive association between use of 
a financial planner and life insurance 
ownership was identified. Takeaways 
include: (1) asking clients about policy 
costs (to correct misperceptions); and 
(2) better informing people about the 
merits of life insurance.
 Handling windfall money. Research-
ers found that “fun” sources of income19 
(e.g., game show winnings) were more 
likely to be spent on fun expenditures—
up to a certain point—before leveling 
off. They found that “affective euphoria” 
surrounded these payments (i.e., a cause 

for celebration) and that money from 
more “adult” income sources (e.g., tax 
refund) was significantly more likely to 
be invested. Takeaways include: people 
have separate mental accounts and 
clients may be more open to investing 
more predictable windfalls. 
 Credit card rewards. Researchers 
studied the use of credit cards by 
“rational” consumers (i.e., those who 
always pay their balance in full).20 They 
found that cash-back cards cause some 
consumers to rationally increase spend-
ing, which reduces savings. For example, 
with a credit card reward for spending 
$3,000 in three months, a person who 
typically spends $2,000 charges $1,000 
more for a $700 net spending increase. 
Takeaways include: (1) consider if 
this happens to “rational” consumers, 
imagine the effects on “irrational” 
consumers who carry balances from 
month to month; and (2) point out 
mental accounting issues and encourage 
saving earned rewards. 
 Retirement age. Using data from 
the Social Security Administration, 
researchers found that despite an 
increase in full retirement age (FRA), 
most workers continued to retire at 65; 
some claimed later with an FRA of 66.21 
Retirement ages exhibit “persistent 
stickiness” at the old FRA of 65. A key 
factor for shifting retirement behavior 
is moving to workplaces where workers 
retire between the ages of 50 to 60. 
Takeaway: It is important to under-
stand the significant role that employ-
ers play in shaping workers’ retirement 
decisions.
 Debt and delayed retirement. 
Researchers used the Survey of 
Consumer Finances (SCF) dataset to 
examine the effects of debt on retire-
ment.22 They found that doubling of 
debt reduced the likelihood of receiv-
ing Social Security (by 1.3 percent) 
and being retired (by 1 percent) and 
increased the likelihood of working (by 
1.1 percent). Mortgage debt was the 

most significant and common source 
of debt among older households (69 
percent of total debt). In fact, older 
adults with a mortgage were 4.8 percent 
less likely to be retired. Student loan 
debt increased by the greatest amount 
among older households compared to 
other categories of debt.
 COVID-19-related studies. A 
National Endowment for Financial 
Education/The Harris Poll conducted 
in April 2020 and again in September 
2020 found that 88 percent/84 percent, 
respectively, of Americans say COVID-
19 is causing stress on their personal 
finances.23 The top stressors are not 
having enough saved (41 percent/40 
percent) and job security (39 percent/33 
percent). Nearly half (46 percent) of 
American households are facing “serious 
financial pain” with little or nothing to 
fall back on.24 Americans are shifting 
their financial priorities to paying down 
debt (36 percent) and building an 
emergency fund (33 percent).25 

Government Reports and Research 
Consumer Financial Protection 
Bureau (CFPB) research and reports. 
The CFPB frequently synthesizes exist-
ing research on personal finance topics 
(e.g., July 2020 report about emergency 
funds). Reports identify literature gaps 
and future research ideas.26

 National strategy for financial 
literacy. The “plan of work” for federal 
agencies that comprise the U.S. Finan-
cial Literacy and Education Commission 
(FLEC) includes sections on FLEC 
structure, best practices, future steps to 
improve financial education, priority 
areas of federal activity, and perfor-
mance and outcome measures.27

 Federal Reserve Survey of 
Household Economics and Decision-
Making (SHED) research. An annual 
study of U.S. economic well-being 
was conducted in 2019, with an April 
2020 follow-up.28 Findings include 
the following: three in 10 adults had 
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an income that varied from month to 
month; one in 10 adults struggled to pay 
bills because of income changes; one 
in 10 adults received assistance from 
someone outside their home; 16 percent 
of adults were not able to pay current 
month’s bills in full; 37 percent could 
not cover an unexpected $400 expense 
without borrowing; 6 percent of adults 
do not have a bank account; one in four 
non-retirees have no retirement savings; 
and less than four in 10 are “on track.” 

Key Financial Events and Trends 
The year 2020 can be divided into two 
parts: January 1 to mid-March and mid-
March to year-end. The World Health 
Organization (WHO) declared the novel 
coronavirus (COVID-19) outbreak a 
global pandemic on March 11, 2020, 
and many initial lockdowns in the U.S 
began from March 12 to March 16.29 
Many events and trends listed below 
reflect the impact of COVID-19 on the 
economy and/or individual households.
 Record-breaking trends. The 
National Bureau of Economic Research 
declared the U.S. officially in a recession 
in February.30 This ended a 128-month 
economic expansion, the longest on 
record since 1854! Other record-setting 
events reported in 2020 were the mar-
riage rate at the lowest level on record31 
and the U.S. birth rate at a 35-year 
low.32 Both records were attributed to 
economic uncertainty and strained 
finances. In addition, negative equity on 
vehicle trade-ins hit an all-time high in 
April, according to Edmunds.33 A record 
44 percent of new vehicle sales with a 
trade-in had negative equity averaging a 
record $5,571.34

 K-shaped recovery projections. 
Early in the pandemic, the terms 
“V-shaped,” “U-shaped,” and “W-shaped” 
recovery were used frequently, indicat-
ing a belief (at that time) that economic 
effects would be relatively short in dura-
tion with a relatively quick bounce-back. 
Toward year-end, economists increas-

ingly discussed a two-tier recovery 
(“K-shaped” recovery) indicating that 
those with secure technology-enabled 
jobs or pensions who were relatively 
financially unscathed by COVID-19 will 
recover on an upward trajectory like the 
upper arm of a K.35 Those in the service 
sector, retail, and other industries 
negatively impacted by COVID-19 are 
on a downward trajectory on the lower 
arm of the K and will see their prospects 
diminished. COVID-19 exacerbated 
existing income and wealth gaps divid-
ing American workers.
 Long-term low interest rates. The 
Federal Reserve signaled interest rates 
near 0 percent at least through 2023 to 
help support a post-pandemic eco-
nomic recovery.36 This policy impacts 
savers (slim yields), homebuyers 
(attractive interest rates), life insur-
ance buyers (higher premiums charged 
to offset low bond yields), and pension 
plans (lower yields resulting in more 
underfunded plans). 
 Money market fund fee waivers. In 
the wake of COVID-19-induced interest 
rate reductions, money-market fund 
yields got so low that some investment 
firms had to waive management fees in 
order to prevent their account owners 
from experiencing negative returns.37 
Companies reported to have done 
this include Blackrock, Inc., Fidelity 
Investments, and J.P. Morgan Asset 
Management. Average seven-day net 
yields on money market funds slid to 
0.05 percent in July versus 1.31 percent 
at the end of 2019.
 Low mortgage interest rates. In 
August 2020, the average interest rate 
on a 30-year mortgage fell to 2.88 
percent, its lowest level in almost 50 
years.38 In early September, the rate rose 
slightly to 3.05 percent, still a bargain 
relative to 2019.39 Home values have 
remained strong as many homeowners 
delayed putting their houses on the 
market as a result of the pandemic, 
thereby reducing the number of homes 

available for sale to buyers looking to 
make a move while interest rates are 
historically low.
 Double-digit savings rates. Ameri-
cans who were financially unscathed by 
COVID-19 by retaining their jobs and 
waiting out stock market downturns sat 
on record cash savings.40 Factors foster-
ing savings included curtailed spending 
opportunities (e.g., eating out, travel, 
and entertainment) amid pandemic-
related shutdowns, reduced expenses 
(e.g., commuting and childcare) by 
working from home, and precautionary 
savings related to uncertainty related to 
COVID-19 and the economy. The U.S. 
savings rate hit a record 33.6 percent 
in April and stood at 14.3 percent in 
September versus about 7.2 percent in 
December 2019.41 
 Rainy-day savings plans. Financial 
distress resulting from COVID-19 
revealed that many Americans had 
inadequate emergency savings set 
aside for economic shocks such as 
long-term unemployment. More than 
20 large U.S. companies, including 
United Parcel Service (UPS), developed 
so-called “sidecar” savings plans to help 
their workers save for emergencies 
within their 401(k) plans.42 Short-term 
savings deposits are made with after-tax 
dollar payroll deductions and typically 
do not earn an employer match like 
retirement plan deposits. Employee 
contributions come out tax-free when 
the money is needed.
 Coin shortages. Just like toilet paper 
early in the pandemic, supplies of U.S. 
coins (all denominations) ran low.43 As 
a result, the Federal Reserve was forced 
to ration supplies to banks, which made 
it difficult for banks to supply retailers 
with coins to use in their cash registers. 
Reasons for the shortage included 
fewer coins produced at the U.S. mint 
to protect workers from COVID-19 and 
lockdowns at bank lobbies where con-
sumers bring coins to turn in for paper 
currency at coin-counting machines.
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 Stock market volatility. The Dow 
Jones Industrial Average (DJIA) crossed 
29,000 several times during 2020, for 
the first time in January44 and again 
in September45 and  November46 upon 
news that the 2020 presidential election 
was settled and a COVID-19 vaccine was 
inching closer to reality. An 11-year bull 
market officially ended on March 11, 
followed by the shortest bear market in 
DJIA history..47 
 Stock market news. Other notable 
events related to the stock market in 
2020 included the following: 
  •  A $2 trillion valuation for Apple in 

August.48

  •  Investment bank Morgan Stanley 
finalized the acquisition of discount 
broker E*Trade in October.49

  •  An uptick in sports gamblers 
turning to the stock market for 
“action” after sporting events were 
canceled.50

  •  The Robinhood investing app expe-
rienced a record number of trades 
in June.51 It was criticized as akin to 
gambling when used by day traders 
(versus long-term investors). 
Reasons for increased day-trading 
include people bored at home or 
trying to replace lost income and 
stock market volatility.52

  •  The DJIA replaced three stocks 
(Exxon Mobil, Pfizer, and Ray-
theon) with three others (Sales-
force, Amgen, and Honeywell) 
to better reflect the American 
economy.53

  •  Both Tesla and Apple announced 
stock splits in mid-August in an 
effort to attract a larger base of 
investors with a smaller amount of 
money to invest by decreasing the 
price of their shares; Tesla’s stock 
split was 5:1 and Apple’s was 4:1 
effective August 31.54

  •  U.S. stocks surged on November 9 
to within 70 points of DJIA 30,000 
following determination of a U.S. 
presidential election winner and 

substantial progress on a COVID-19 
vaccine by Pfizer.55 On November 
24, the DJIA made history and 
closed above 30,000 for the first 
time.56 The S&P 500 also reached a 
record high close.

 Income taxes. The normal April 15 
tax filing deadline was extended without 
interest or penalties to July 15 to give 
people “breathing room” during early 
months of the pandemic.57 Most states 
followed suit for state income taxes. 
Similarly, April 15 and June 15 quarterly 
estimated tax payments were postponed 
to July 15. In addition, an IRS ruling 
allowed mid-year changes to dependent-
care flexible spending accounts.58 
 RMDs and Roth conversions. The 
December 2019 SECURE Act increased 
the required minimum distribution 
(RMD) age for withdrawals from tax-
deferred retirement accounts from 70½ 
to 72, starting in 2020.59 RMDs for per-
sons age 72-plus were later suspended in 
2020 as part of the CARES Act, allowing 
older adults to skip RMD withdraw-
als without penalty to avoid selling 
investments in the midst of volatile 
market conditions.60 RMD withdrawals 
taken early in 2020 before COVID-19 
took hold in the U.S. were allowed to be 
returned by August 31.61 Also, Roth IRA 
conversions surged in first quarter 2020 
as stock prices tumbled.62

 Lower credit card limits. Banks 
started issuing credit cards with lower 
limits63 as they re-evaluated their 
lending standards64 in light of financial 
stress caused by high unemployment 
and other COVID-19 impacts. The aver-
age credit line fell 9 percent to $5,257 
according the credit bureau TransUnion. 
Another action that many credit card 
companies took was closing inactive 
accounts “to avoid being borrowers’ 
lender of last resort” after they “maxed 
out” all of their other credit lines.65

 “Contactless” credit cards. Visa dis-
tributed 80 million contactless-enabled 
credit cards during the first half of 2020 

in response to concerns about virus 
transmission.66 These cards allow people 
to make quick “tap and go” payments 
in close proximity (about 3 inches) to a 
contactless-enabled terminal, thereby 
eliminating the need for swiping a 
strip or dipping a chip.67 The front of 
contactless cards has an icon68 that looks 
similar to a wi-fi symbol and these cards 
have an embedded chip69 that emits 
short-range radio waves.
 Credit card policy changes. 
Credit card companies adjusted their 
rewards programs to reflect pandemic-
induced spending shifts.70 With fewer 
people traveling and earning airline 
miles, rewards shifted to things like 
restaurant delivery, takeout, home 
improvement products, and stream-
ing services such as Netflix. Another 
industry change was a decrease in 0 
percent interest credit card offers as 
card issuers sought to minimize risks.71

 High credit scores. The average 
FICO credit score was 711 in July, the 
highest score on record.72 This was 
attributed to consumers stuck at home 
and spending less, borrowers paying 
down what they owe and not incurring 
new debt, and stimulus payments 
and moratoriums provided through 
the federal CARES Act. Borrowers 
may have missed payments, but their 
lenders did not submit this information 
to credit bureaus. 
 New FICO score. The Fair Isaac 
Corporation (FICO) introduced a new 
credit score called the FICO Resilience 
Index as an alternative measure of 
creditworthiness.73 It was intended to 
be a “tiebreaker” for borderline credit 
decisions involving borrowers with low 
credit scores who are still likely to repay 
their debt in full. Scored from 1 to 99 
(1 for the most resilient borrowers), 
the index puts more weight on a long 
credit history, low credit utilization, and 
few credit lines. A high FICO resilience 
score indicates that someone is viewed 
as likely to continue to manage their 
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finances responsibly despite pandemic-
related challenges.74

 Less credit card fraud. Fraud related 
to credit cards was down 40 percent 
during the first half of 2020 compared 
to the last six months of 2019.75 Pos-
sible reasons include less shopping 
traffic in physical retail stores and less 
information obtained through skimming 
(attaching a device to card readers 
to steal personal information, e.g., at 
gas station terminals) and shimming 
(attaching a thin microchip-enabled 
reader into slots for chip-enabled cards) 
as people stayed home.76

 Health insurance. 2020 marked the 
10th anniversary of the passage of the 
Affordable Care Act (ACA), which was 
signed into law on March 23, 2010.77 
For those covered by employer plans 
instead of ACA plans, the average cost 
rose to $7,470 for workers and $21,342 
for a family plan, of which employees 
paid $5,588 in premiums.78 In its annual 
estimate of health care costs for older 
adults, Fidelity Investments estimated 
lifetime out-of-pocket medical expenses 
for a couple age 65 at $295,000, exclud-
ing long-term care. 
 Health care. Three pronounced 
health care trends reported in 2020 
were the impact of elective surgeries 
on hospital finances, the negative 
consequences of postponing preven-
tive screening exams and regularly 
scheduled care, and rapid adoption of 
telehealth services.79 Hospitalization 
costs for COVID-19 was reported in July 
at $34,662 to $45,683, varying by age.80 
Patients aged 51 to 60 were charged the 
most and common comorbidities were 
chronic kidney disease, Type 2 diabetes, 
and hypertension.
 Surge in life insurance sales. 
Many insurance companies reported 
double-digit increases in life insurance 
policy sales relative to 2019 as the 
pandemic claimed the lives of people of 
all ages.81 This increase was associated 
with a heightened fear of death and 

greater awareness and appreciation 
of the financial risks associated with 
leaving dependents unprotected. There 
were some application delays and new 
questions and underwriting protocols 
(e.g., using electronic health records 
as a substitute for medical exams) and 
no-exam policies at prices similar to 
those with exams.82 Interestingly, there 
were fewer death claims than originally 
expected as a result of COVID-19 as it 
disproportionately killed people without 
life insurance policies.83

 Business interruption insurance. 
Court rulings upheld rejections of busi-
ness interruption insurance claims by 
insurance companies.84 Business owners 
with policies purchased to cover the risk 
of having to close down their business 
were not able to successfully make 
claims. The insurance industry main-
tained that the policies were intended to 
cover events, like fires, where rebuilding 
can occur, pandemics are not a covered 
risk, and insurance companies cannot 
operate profitably when many people 
experience losses at the same time.
 Auto insurance. Quote requests for 
auto insurance increased 147 percent 
from March to August 2019 to that same 
time period in 2020.85 While people 
were driving less due to pandemic 
restrictions, they also had more time on 
their hands to conduct online searches 
and were motivated to find different 
ways to cut household expenses. Many 
auto insurance companies also rebated a 
portion of premiums back to policyhold-
ers for several months as a “goodwill 
gesture” due to curtailed driving during 
COVID-19 lockdowns.86

 Retirement planning. There was 
an increase in 2020 of state-sponsored 
retirement savings plans for the 59 
percent of American workers who lack 
a pension or any retirement account.87 
Also, nearly 2.9 million baby boom 
workers left the workforce from March 
to August and this was expected to 
climb to 4 million by year-end.88

 Social Security benefits. Many 
unemployed older workers collected 
permanent actuarily reduced benefits 
earlier than planned to make ends 
meet following COVID-19-induced job 
losses.89 As a result of earlier benefit 
claiming and reduced contributions by 
workers due to widespread unemploy-
ment, Social Security is dipping into 
its reserves and is projected to run out 
of money in 2032 rather than 2036 
as estimated before the pandemic.90 
Social Security beneficiaries received 
a 1.6 percent cost-of-living adjustment 
(COLA) in 2020 and the Social Security 
wage base (maximum taxable earnings) 
was $137,700.91

 Social Security taxes. Many employ-
ers chose not to defer the 6.2 percent 
OASDI payroll tax for Social Security 
into 2021 due to administrative and 
employee morale concerns.92 Instead, 
they simply left employee paychecks 
alone. The OASDI deferral executive 
order by President Trump, designed to 
halt taxes from September to Decem-
ber 2020 only to have employees pay 
double taxes in January to April 2021 
if Congress did not waive the amount 
owed, was implemented for federal 
government employees and service 
members.
 Online sales and coupon clipping. 
COVID-19 accelerated trends that 
were already underway. As an example, 
digital coupon redemptions surpassed 
paper coupons for the first time.93 
In July, 31 percent of coupons were 
redeemed digitally and 26 percent from 
newspaper inserts (versus 23 percent 
and 31 percent, respectively, in 2019). 
Marketers found it easier to target 
customers online and did not need the 
long timeline that newspaper inserts 
and circulars require. Online shopping 
surged in September with a 43 percent 
increase from 2019 in online sales.94 
Online car buying accelerated the auto 
industry’s use of technology and home 
delivery services to sell cars.95
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 Fewer purchase options. Retailers 
and restaurants “slimmed down” con-
sumer choices as a result of supply chain 
bottlenecks, production slowdowns, 
lower sales volumes on less profitable 
products, and concerns about product 
preparation safety.96 Examples include 
fewer unique items on supermarket 
shelves, fewer items on restaurant 
menus, and reduced or delayed ship-
ments of “big ticket” items, including 
motorcycles and cars.
 College enrollment. There was a 
4 percent decrease in undergradu-
ate enrollment at U.S. colleges and 
universities in fall 2020, including 
a 16.1 percent decrease in first-year 
students.97 Many would-be students 
decided to postpone their studies due 
to considerations such as financial 
strains when parents lost jobs, the risk 
of travel to COVID-19 hot spots, and 
the quality of online courses by colleges 
switching to remote learning.
 Home sales spike. Sales of existing 
homes increased 24.7 percent in July 
from June.98 This was a record increase. 
As sales increased and housing supply 
fell, home prices rose, with a median 
price of $304,100. Reasons for the 
increase in home buying include people 
with stable jobs gaining increased 
purchasing power from low interest 
rates and buyers able to work from 
home relocating from cities to less 
densely populated suburban areas for 
social distancing.99

 Tax-related housing relocation. Data 
released by the U.S. Census Bureau and 
the IRS in 2020 indicated that moves 
from high-tax states to low-tax states 
accelerated in recent years.100 One 
reason cited for this trend was the 2017 
Tax Cuts and Jobs Act, which limited 
the federal income tax deduction for 
state and local taxes (SALT) to $10,000, 
regardless of the actual amount paid. 
The SALT cap took effect in 2018, 
resulting in an increased effective 
federal tax rate, especially for high 

earners living in high-tax states.
 Other housing trends. Lenders 
imposed higher standards for home 
equity lines of credit (HELOCs) to 
reduce their risk of loss, making it 
difficult for people to access HELOCs 
for emergency cash.101 Occupancy in 
senior housing hit a 15-year low amid 
pandemic-related fears and centers 
restricting new residents.102 Millions 
of out-of-work Americans struggled to 
make rent payments. To avoid evicting 
tenants in the middle of a pandemic, 
the Centers for Disease Control and 
Prevention (CDC) ordered a nationwide 
moratorium for non-payment of rent 
through the end of December for 
tenants who signed a CDC declaration 
that they could not afford their rent as a 
result of COVID-19 financial impacts.103 
A future rent crisis is predicted.
 New mortgage refinancing fee. 
With interest rates at record lows, many 
homeowners refinanced their existing 
mortgages. Mortgage refinancing was 
up more than 200 percent from a year 
ago.104 The federal agencies Fannie 
Mae and Freddie Mac, which hold a 
majority of all U.S. mortgages, imposed 
a 0.5 percent fee on refinanced loans 
of $125,000 or more after December 
1 (postponed from an original date of 
September 1).105 This fee was announced 
by the Federal Housing and Finance 
Agency (FHFA) in mid-August and 
implemented as a way to recoup costs 
from mortgages with pandemic-related 
forbearances. Called the Adverse Market 
Refinance Fee, it adds a new expense 
for home-buyers.105 For example, the 
fee on a $300,000 refinanced mortgage 
is $1,500 ($300,000 x .005), which is 
added to loan closing costs.
 Young adults living with parents. 
For the first time ever, more than half 
(52 percent) of 18- to 34-year-old 
young adults were living with their 
parents in July, up from 47 percent 
in February. According to the Pew 
Research Center, “we are now at levels 

last seen during the Great Depres-
sion” (48 percent in 1940).106 This 
statistic includes children decamping 
from cities, jobless college graduates, 
undergraduates taking online classes 
at home, and those taking a gap year. 
Parents’ finances are impacted as a 
result (e.g., food, utilities, car insur-
ance, emergency loans to children), 
which reduces income available for 
retirement savings.107

 Millennials near middle age. The old-
est members of Gen Y (millennials, born 
1981-1996) turned 39 in 2020 and are on 
the cusp of middle age.108 This generation 
has been slammed by two major reces-
sions since they entered adulthood: the 
2008 Great Recession and the current 
one in the wake of COVID-19. Three in 
ten millennials live with a spouse and 
child versus 40 percent of Gen-Xers at a 
comparable age. 
 Gen Z entering the workforce. The 
oldest members of Gen Z (born 1997-
2012) are 23, college or post-secondary 
school graduates, and entering adult-
hood.109 Gen-Zers are more ethnically 
and racially diverse than any previous 
generation, digital natives, and on track 
to be the best-educated generation 
in U.S. history. They are estimated 
to become the largest U.S. consumer 
population in 2026.110

 Airline policy changes. In an 
attempt to lure back customers wary 
of flying and eliminate a barrier to 
making advance travel plans during 
the pandemic, the “big three” U.S. 
airlines (United, American, and Delta) 
announced that they were (at least, 
for a while) removing flight change 
fees on most U.S. domestic flights.111 
Some carriers also temporarily blocked 
middle seat assignments to promote 
social distancing.112 Most airlines offered 
vouchers, not refunds, for flights can-
celed by consumers due to COVID-19 
concerns.113 Refunds are only required 
by law when airlines themselves cancel 
flights. There was some anecdotal 
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evidence, however, of travelers success-
fully disputing airline charges with their 
credit card company.114

 Travel insurance. Many would-be 
travelers who paid hundreds, if not 
thousands, of dollars in advance 
deposits for travel found out that basic 
travel insurance policies have pandemic 
exclusions or don’t list pandemics as 
a covered reason.115 Travel insurance 
companies also considered COVID-19 
a “foreseen event” after it was declared 
a pandemic on March 11, 2020. Like 
airlines, some tour operators offered 
vouchers.
 Frauds and scams. Credit and debit 
card scammers took advantage of the 
pandemic to prey on overwhelmed 
banks and consumers with attempted 
fraudulent transactions.116 Some 
randomly tried sequences of numbers to 
locate real accounts while others used 
numbers stolen before the pandemic. 
Fortunately, most of these transactions 
were stopped before they affected 
cardholders. Hackers also bought 
brokerage account log-in information 
on the dark web and used it to empty 
victims’ investment accounts.117

 COVID-19 scams. Fraud pitches 
always follow current events and 
COVID-19 created a bonanza of oppor-
tunities for criminals, resulting in at 
least 7,283 complaints to the Federal 
Trade Commission (FTC) during the 
first quarter of 2020.118 Specific scams 
included fake “vaccines” and test 
kits, price-gouging on needed items, 
charity scams, and links with malware 
used to steal personal identification 
information.
 COVID-19 impacts. The pandemic 
brought changes to many aspects of 
people’s lives. Some observers noted 
that many Americans were processing 
these changes similar to the grieving 
process.119 In addition to the deep 
divide between financially distressed 
and “unscathed” workers, other stress 
points were boredom, isolation, lack of 

daily structure, vanished opportunities, 
remote learning, and too much “togeth-
erness.”120 The most vulnerable groups 
affected by COVID-19 include: older 
adults (due to ageism and COVID-19 
risk), working parents, especially 
women (because of layoffs and no 
child care), low-wage workers (due to 
layoffs and COVID-19 risk), and people 
of color (due to service sector layoffs, 
health disparities, and fewer financial 
resiliency resources).
 Diversity, inclusion, and racism. 
Social justice became a “hot topic” in 
2020 following protests that erupted 
after the death of George Floyd at the 
hands of Minneapolis police in May. In 
July, the National Association of Insur-
ance Commissioners (NAIC) formed a 
Race and Insurance Committee to study 
diversity and inclusion in the insurance 
industry and whether current industry 
practices disadvantage minorities.121 
An example is the use of credit scores 
and certain demographic data to set 
car-insurance premiums.122 The CFP 
Board held a virtual Diversity Summit 
to discuss ways to advance diversity in 
financial planning.123 Industry organiza-
tions such as the Financial Planning 
Association (FPA)124 and the Association 
for Financial Counseling and Planning 
Education (AFCPE)125 publicly sup-
ported action to welcome and support 
diverse professionals and clients and to 
better understand the systemic barri-
ers to financial security that minority 
populations face.

Government Legislation and Policy Changes 
SECURE Act. The Setting Every Com-
munity Up for Retirement Enhancement 
(SECURE) Act, passed in December 
2019, took effect in 2020. The law raised 
the age for required minimum distribu-
tions (RMDs) to 72, as noted above, 
and removed the age 70½ limitation 
for contributions to traditional IRAs.125 
Another key feature was modification 
of “stretch IRA” rules for non-spouse 

beneficiaries of inherited IRAs, who 
must now take withdrawals within a 
10-year distribution cap. The SECURE 
Act also provided penalty-free IRA 
withdrawals for up to $5,000 following 
the birth or adoption of a child and new 
tax credits for small business retirement 
savings plans.
 CARES Act. The Coronavirus Aid, 
Relief, and Economic Security (CARES) 
Act, a $2 trillion stimulus/aid pack-
age, was signed into law on March 
27.126 A key provision was a one-time 
payment (called a recovery rebate) of 
$1,200 for individuals and $2,400 for 
married couples, plus $500 per child, 
pro-rated by income. As noted above, 
the CARES Act also suspended 2020 
RMDs. In addition, the CARES Act 
provided a $600 per week increase to 
state unemployment benefits through 
July 31 and deferral of federal student 
loan payments through September 
30—and also, up to $100,000 of 
penalty-free withdrawals from IRAs and/
or employer-sponsored retirement plans 
for COVID-19-impacted workers, with a 
three-year repayment period (from the 
withdrawal date) to avoid federal taxes 
and penalties. The CARES Act also insti-
tuted a $300 “above the line” charitable 
contribution deduction for taxpayers 
who do not itemize deductions, starting 
in 2020, and allows taxpayers to deduct 
up to 100 percent of their 2020 adjusted 
gross income (AGI) on charitable contri-
butions (up from the previous maximum 
of 60 percent) and carry over any excess 
contributions for up to five years.127

 Fiduciary rule. The U.S. Department 
of Labor replaced a controversial 2016 
proposed rule for retirement plan advice 
that was vacated by a federal court in 
2018 with a “five-part test” to determine 
if an individual providing investment 
advice should be considered a fidu-
ciary.128 A person who meets all five 
prongs of the test and receives direct or 
indirect compensation is considered an 
“investment advice fiduciary.”
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Military-Specific Financial Events 
OASDI payroll tax deferral. Contrary 
to private sector employers, as noted 
above, the U.S. Department of Defense 
implemented a four-month deferral 
of the 6.2 percent OASDI (Old-age, 
Survivors, and Disability Insurance) tax 
for Social Security based on a presiden-
tial memorandum and IRS guidance.129 
Payroll deductions for OASDI tax were 
deferred from September to December 
2020 to January to April 2021, when 
double OASDI tax will be deducted 
from service members’ pay. If service 
members separate from service before 
April 2021, they are still responsible for 
the tax repayment.
 Blended Retirement System. A 2020 
report to Congress from the Department 
of Defense about the Blended Retire-
ment System (BRS) stated that there 
were no negative effects on recruitment 
or retention from the switch from legacy 
retirement plans in the first three years 
of the BRS. It is estimated that up to 85 
percent of completed service members 
will receive government retirement 
benefits versus 19 percent under the 
legacy plan. The military has a career-
long focus on financial literacy with 
specific designated touchpoints (e.g., 
initial entry, entitlement for continua-
tion pay, major life events) to increase 
the financial (and force) readiness of 
military personnel.130

 Thrift Savings Plan (TSP). The 
TSP automatic enrollment percent-
age increased from 3 to 5 percent 
of pay for new or rejoining BRS 
members effective October 1.131 BRS 
participants who stop TSP contribu-
tions are automatically re-enrolled at 5 
percent of basic pay on January 1. TSP 
target-date (L) funds were switched 
to five-year intervals on July 1 with L 
Funds now running from 2025 to 2065 
to provide more precise timing for TSP 
participant retirement dates.132 The L 
2020 Fund “matured” and was merged 
into the L Income Fund.

 PCS Relocations. Permanent change 
of station (PCS) moves to service mem-
bers’ new duty stations were delayed in 
the Spring as a result of COVID-19.133 As 
a result, “peak season rates” for movers 
were extended through November 15.134 
Military orders and moves were back-
logged and some PCS moves may not be 
completed until 2021. Military families 
have had to be more flexible than usual 
in 2020 with plans sometimes changing 
due to lockdowns in the U.S. and other 
countries.
 Repeal of the SBP/DIC offset. The 
fiscal year 2020 Defense Authoriza-
tion Act repealed a decades-old policy 
that reduced the income of surviving 
military spouses. The Survivor Benefit 
Plan (SBP)/Dependency and Indemnity 
Compensation (DIC) offset (often 
referred to as the “widow’s tax”), 
which affects over 65,000 widows and 
widowers of service members, will 
be repealed in gradual stages.135 No 
changes will be made in 2020. In 2021, 
2022, and 2023, one-third, two-thirds, 
and all of a surviving spouse’s SPB 
benefit will be restored. Efforts had 
been underway for over 20 years to 
eliminate the widow’s tax.

Financial Education 
December 1, 2020 marked the 25th 
anniversary of the National Jump$tart 
Coalition, a Washington, D.C.-based 
non-profit that advocates for youth 
financial education. A virtual celebra-
tion was held to remember the past and 
look ahead to the future. 2020 also saw 
the development of revised financial 
education standards in states such as 
Wisconsin and New Jersey136 and the 
start of work to develop new national 
personal finance standards that will 
replace existing Council for Economic 
Education and Jump$tart Coalition 
standards.
 Next Gen Personal Finance, a 
California non-profit that provides 
curricula and professional development 

for teachers and advocacy for financial 
education, launched several new 
products, including school curricula, 
resources for math teachers, a blog 
series, and professional development 
courses, among other things.137 

Looking Ahead to 2021
Modest changes were announced for 
Social Security in 2021, including the 
earnings limit, which will rise from 
$18,240 per year in 2020 to $18,960 
per year in 2021.138 The amount of 
earnings required to earn a quarter of 
coverage will increase from $1,410 in a 
three-month period in 2020 to $1,470 
in 2021 and the maximum monthly 
Social Security benefit will rise from 
$3,011 per month (2020) to $3,148 
(2021). Maximum taxable earnings 
subject to Social Security tax will be 
$142,800 in 2021, up from $137,700 
in 2020. The cost of living adjustment 
(COLA) for Social Security benefits in 
2021 is 1.3 percent.
 Modest or no changes were 
announced for health-related sav-
ings plans. The contribution limit 
for self-only health savings accounts 
(HSAs) will increase by $50 in 2021 
from $3,550 to $3,600.139 Family plan 
contributions will increase by $100 from 
$7,100 to $7,200 and catch-up contribu-
tions for people age 55-plus ($1,000) 
will remain the same. The required 
amount for high deductible health 
plan (HDHP) minimum deductibles 
remains the same at $1,400 (self-only) 
and $2,800 (family), respectively, in 
2021 and the HDHP maximum out-of-
pocket amounts are up slightly to $7,000 
(self-only) and $14,000 (family), versus 
$6,900 and $13,800 in 2020, respec-
tively. The 2021 contribution limit for 
flexible spending accounts for health 
care expenses (health FSAs) remains at 
$2,750, the same limit as in 2020.140

 Contribution limits for tax-deferred 
retirement savings plans in 2021 
will remain the same as in 2020.141 
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The maximum amount workers can 
contribute to a tax-deferred workplace 
retirement savings plan (like a 401(k), 
403(b), or Thrift Savings Plan) will 
be $19,500 in 2021. The additional 
maximum catch-up contribution for 
workers age 50 and older is $6,500, 
for a maximum contribution limit of 
$26,000 for older workers. The 2020 
maximum contribution of $6,000 for 
an individual retirement account (IRA) 
will stay the same in 2021. With the 
$1,000 catch-up contribution, which 
also remains unchanged, the maximum 
traditional and/or Roth IRA contribu-
tion for workers age 50 or older at 
year-end 2021 is $7,000. 
 The 2021 Roth IRA income 
phase-out ranges will be $125,000 
to $140,000 for singles and heads of 
household and $198,000 to $208,000 
for married couples filing jointly.142 The 
2021 Retirement Savers Credit income 
limits will be $33,000 for singles and 
married individuals filing separately, 
$49,500 for heads of household, and 
$66,000 for married couples filing 
jointly.143 The 2021 contribution 
limit for SIMPLE IRA plans will be 
unchanged from 2020 at $13,500 and 
the maximum annual pension plan 
benefit in 2021 will also be unchanged 
at $230,000. 
 The 2021 standard deduction 
amounts will increase slightly to 
$12,550 for singles and $25,100 for 
married couples.144 The additional 
standard deduction for taxpayers age 
65-plus, or blind people, is $1,350 
(i.e., $13,900 for older individuals 
and $27,800 for a couple with both 
spouses age 65-plus). If an older or 
blind individual is unmarried and 
not a surviving spouse, the additional 
standard deduction amount is $1,700.

Summary
2020 was a year for the record books: a 
global pandemic, extreme stock market 
volatility and the shortest bear market in 

U.S. history, high unemployment, record 
high U.S. savings rates, historically low 
interest rates favorable to homebuyers, 
a spotlight on racial injustice and wealth 
inequality, multiple leniency provisions 
for financially distressed consumers, 
a contentious presidential election 
in a deeply divided nation, numerous 
hurricanes, and (lest we forget) the 
arrival of murder hornets on American 
soil. COVID-19 exacerbated existing 
pre-pandemic financial fragility and it 
will determine the country’s economic 
recovery timeline.
 There are three categories of Ameri-
cans according to COVID-19 impacts: 
(1) reduced income and struggling; 
(2) stable income but anxious; and (3) 
increased income with opportunities. As 
always, financial planners are there to 
help address the needs of clients in each 
of these groups and the larger communi-
ties in which they live and work.  
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