FROM THE TIME I WAS SIXTEEN until
the time I graduated from college, I had several
different jobs. I mowed lawns, and worked for a
sprinkler pipe company, an organic foods farm,
amason and a law firm. In college, I worked in
the advancement services office doing data entry
and maintaining files. These were all great work
experiences, and I do not regret any of them, but
I do regret not taking advantage of retirement
savings during this time in my life.

It was not until I started working at Trust

Company of Vermont that I began contributing to
a Roth IRA. Now that I know the benefits of the
Roth IRA, T'am going to make sure I set one up

Chris
Cassidy

for my daughter whenever she has W2 earnings.
Currently, she is only four years old, and while
adorable, she is not yet employable.

However, many of our clients do have
children or grandchildren that are
working in high school, college or

recently in a career. They can set up

and fund Roth IR As for their children or

grandchildren up to the lesser of $7,500

or the individual’s W2 earnings. The
math is staggering. A $7,500 Roth IRA
contribution for an eighteen-year-old,
invested in an equity portfolio earning

9% annually, would grow to more than

half a million dollars when that eighteen-

year-old reaches age sixty-seven!

In his book The Psychology of Money,
Morgan Housel notes that success in
investing has more to do with how long
you are invested than anything else. In
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discussing Warren Buffett, he says “the real key to
his success is that he’s been a phenomenal investor for
three quarters of a century. Had he started investing
in his 30s and retired in his 60s, few people would
have ever heard of him.” This is why starting these
retirement accounts early in life is so important.

Using the above example, if instead of investing
$7,500 at age eighteen, you wait and invest $7,500
atage thirty, and earn 9% annually, you end up
with less than $200,000 at age sixty-seven. In
other words, waiting just twelve years costs you
about $330,000 in retirement savings.

The reason individuals delay retirement savings
until later in life is that they do not have enough
disposable income in high school, college and
early in their career. According to the Bureau of
Labor Statistics, food prices in the United States
have increased 33.3% since the beginning of 2020,
while housing costs are up 32.5% and energy
prices surged 48% over that period. As a parent, I
can attest to the high cost of child care. According
to Bank of America, United States childcare costs
are rising 1.5 times faster than overall inflation.

Since many young professionals struggle to come
up with $7,500 for retirement savings, it can be

an amazing gift for a parent or grandparent to set
these accounts up and fund them. While it may
sound boring, there are few better gifts you can
give than the peace of mind of a secure retirement.
Tanner Freeman and Jeanne Blackmore have
written an article detailing the benefits of Roth
IRAs and 401Ks and strategies to fund them. The
sooner these strategies are started, the more impact
they have. m



Planning For the
Next Generation
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Arecurring theme for clients is how to accomplish
effective retirement and estate planning given the
ongoing climate of economic and political uncertainty.
OF particular concern to many clients is how to
maximize the tax-efficient transfer of wealth
to the next generation other than gifting assets
to a dynasty or other type of trust.

In this article, we discuss some simple strategies to
leverage a child or grandchild’s ability to fund Roth
retirement accounts to maximize the tax-efficient
generational transfer of wealth.

If you have attended a client meeting at Trust
Company of Vermont, you may have been
encouraged to start Roth retirement account
planning, whether through conversions of regular
retirement accounts to Roth retirement accounts

or maximizing contributions to Roth retirement
accounts. In this case, you already know that the
primary benefits of Roth retirement accounts are as
follows:

m No required minimum distributions (RMDs)
during the account holder's lifetime.

B Roth IRA investments can grow tax-free for
aslong as you live.

m If married, the surviving spouse can inherit
the Roth IRA and continue to let it grow without
mandatory withdrawals.

m After both spouses pass, heirs can let the inherited
Roth IRA grow for an additional 10 years before
withdrawals are required.

m This structure provides flexibility, enhances estate
planning, and maximizes tax-free growth for
future generations

Contributions to a Roth retirement account are made
with after-tax dollars; i.e., using earnings on which
the account owner already paid income taxes. Asa
result, it is often difficult for a child or grandchild to
afford the expense of funding an employer-sponsored
Roth 401(k), 403(b) or 457(b) account and/or a
Roth IRA. This is especially true in the current

high cost of living environment. In other words,

a child or grandchild’s after-tax salary in the years
following graduation might not be sufficient to cover
living expenses and also allow for the maximum
contribution to a Roth 401(k) account plus an
additional contribution to a Roth IRA. The current
annual Roth 401(k) contribution limit is $24,500
(before employer match) and the current Roth IRA
contribution limit is $7,500. As you might imagine,
35 or more years of permanently tax-free growth on
annual Roth account contributions of up to $32,000
is significant....it would be a shame to lose that
investment opportunity!

An effeétive way to transfer wealth to a child or

grandchild is to make annual gifts to allow him or
her to maximize Roth retirement account savings.



Specifically, a parent/grandparent could make annual gifts
to a child/grandchild to supplement income so the child/
grandchild can afford to make the maximum after-tax
contribution to his/her Roth 401(k) plan through work. A
parent/grandparent could also make gifts to a child to fund
annual contributions to a Roth IRA. Making lifetime gifts
to a child/grandchild to fund Roth accounts will generate
more wealth than gifts to fund a traditional 401(k) plan and/
or a traditional IRA, or than an eventual inheritance of the
gifted funds. This is because assets in a traditional retirement
account are subject to income tax when withdrawn and are
also, are subject to required minimum distribution rules.
Consider the following examples.

Suppose your child has just started his or her first job out

of college and is currently contributing $400 monthly to

an employer sponsored Roth 401(k) plan for total yearly
contributions of $4,800. You and your spouse decide to
annually gift funds to your child to allow him or her to
maximize that yearly Roth 401(k) contribution. Your child
increases the Roth 401(k) monthly contribution from $400 to
$2,041.66, for a total yearly contribution of $24,500. Because
401(k) contributions must come from the plan participant’s
paycheck, you send your child $1,641.66 monthly to

cover the loss of income from the increased Roth 401(k)
contribution for a total yearly gift of $19,700. This $24,500
would grow tax free in your child’s Roth 401(k) account

for the remainder of his/her lifetime; however, if he or she
needed to withdraw funds from the account at some point

in retirement, no income tax would be due. In addition, the
increased contribution to the Roth 401(k) would allow your
child to become eligible for any employer matching 401(k)
contribution.

One potential drawback to funding a Roth 401(k) is that
funds cannot be withdrawn by the account owner without
penalty until age 59 V2. Thus, an alternative (or concurrent)

strategy for a parent is to fund a child’s Roth IRA first, and
any additional gift would allow your child to increase (but
not necessarily max out) yearly Roth 401(k) contributions.
Contributions to a Roth IRA (not earnings) may be
withdrawn penalty-free at any time. Using the same example
as above, the first $7,500 of the gift would be used to make
the maximum annual contribution to your child’s Roth
IRA. Your child would then use the remaining $12,200
($1,016.66 per month) to increase his/her monthly Roth
401(k) contribution from $400 to $1,416.66 for a total yearly
contribution of $12,200.

In either of the above scenarios, after 20 years and assuming
a 9% return and no additional contributions, your child’s
Roth account(s) would grow tax-free from $24,500 to
$137,308 and assets would not be subject to income tax when
withdrawn. If your child were to contribute $24,500 to Roth
account(s) yearly, the growth would be significantly greater.

These strategies enable a parent or grandparent, through
disciplined annual gifting, to transfer wealth from a bucket
that will be exposed to future income tax to a bucket that
will not be subject to future income tax. We do not know
whether changes to tax laws might
someday eliminate the opportunity
to contribute or convert to Roth
retirement accounts. In the event
of any such law change, it is
unlikely (though not guaranteed) hY
that existing Roth accounts would
retroactively lose their tax-favored
status. Accordingly, we encourage
clients to take advantage of Roth
planning such as that described in
this article for as long as these tax-
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favored accounts are available. m

Jeanne
Blackmore

Tanner

Freeman




Is there an
Al Bubble?

| First learned about an Al chatbot known as Chat GPT
when lwas in college. | did not find many uses for it other
than checking the grammar for a paper | was writing.
Flash fForward three years to today and Al can plan out
and book your vacation, suggest home renovations,
cross-shop a product across multiple websites, and
even build websites from scratch. The uses seem to be
endless, but the rapid growth of Al has caused investors
to question whether we are entering a “bubble.” There

is no clear “yes” or “no” answer, but we can learn a lot by
comparing today’s enthusiasm For artificial intelligence
to past times when the market was excited about new
technologies. To judge whether there are signs of a
bubble today, we think three questions matter most:

@ Is the technology real, useful, and profitable?

@ Arethe stock prices reasonable?

® How are companies
paying forit?

Al Spending

Before we answer the above questions, let’s look at what is
currently driving the fear of a stock market bubble.

Some of the largest tech companies, Microsoft, Amazon,
Google, Meta, and Oracle, combined spent roughly $400
billion on Al systems in 2025 and are expected to spend close
to $700 billion in 2026 (according to Goldman Sachs). Most
of that money goes toward data centers (giant warehouses full
of specialized computers) and the chips that run them. In just
the first three months of 2026, Al-related spending hit about
$174 billion — up nearly 73% from a year earlier — and made
up roughly 42% of the entire U.S. economy’s GDP growth

in that period (Chief Equity Strategist Ohsung Kwon with Wells
Fargo). This is the largest amount of private money ever poured
into one industry in such a short time, and it comes from only
a handful of companies. The big question is simple: will all
that spending eventually earn a profit? The three questions

below help us think it through.

Big Tech Capital Expenditures

Microsoft,Amazon, Google, Meta & Oracle—total spent per year in S billions
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2026 is an estimate; Forecasts range from roughly $650 billion to $770 billion.
Source:company financial filings,compiled by Epoch Al.

Is the Technology Real, Useful, and Profitable?
In past manias, companies poured money into areas that
turned out to have little real demand. For example, 95% of
the fiber buildout ended up being unused by 2002 after the
dot-com bubble popped. Today the opposite is happening: the
computer chips and electricity needed to run Al are in short
supply because of massive demand, and customers are signing
long-term contracts to reserve that capacity in advance.

While demand is high, actual efficiencies gained from
technology are more mixed. In a report published in 2025, the
consulting firm McKinsey found that the gains of using Al are
real but concentrated: certain software, manufacturing, and
marketing teams report cost cuts or revenue lifts of 10-20%,
yet most companies aren't yet seeing meaningful enterprise-
wide profit impact yet. Specifically, only 5% of organizations
interviewed reported real financial returns (7he State of Al in
2025 — McKinsey & Company).



Are the Stock Prices Reasonable? (Valuations) Our Conclusion

A company’s “valuation” is simply a measure of a stock’s price relative to its revenue With my experience in college, I was
or profits. Valuations move day-to-day and price in a company’s growth in the skeptical about AL so I decided to spend
future; investors are willing to pay more for a company that they expect to grow ata $20/month on Claude by Anthropic
faster pace. Today’s big tech stocks are pricier than the historical norm, but nowhere earlier this year; | wanted to get a better
near the extreme levels of the dot-com bubble around 2000, and today’s high fliers idea of what it could do for me. Later that
have much higher profit margins. same week, I was having issues with my
———— ” ” computer and
railing Price Dot-com pea Today Long Term
Earnings Multiple (~2000) (2025-26) | Average though [ would
consult Claude on
Nasdaq 100 ~60x ~33X 29x
the matter. I sent
The Pick and Shovel Makers Cisco: >200x Nvidia: ~45x N/A 10,000 lines of
code Windows had
Dot-com-era players @tthe2000peak)  Today's Big Tech 025 netincome) generated while
Company Net margin Company Net Profit operating. Ina
e .
Microsoft (FY2000) ~41% couple of minutes,
I - Alphabet ~33% it parsed through
[ilz=] (120010 =l Broadcom ~36% the 10,000 lines and
Cisco (FY2000) ~14% Microsoft 36% sent back a few lines
Amazon (FY2000) negative of code illustrating
Meta ~30% . .
Nortel (FY2001) negative s - the issue along with
vidi ~56% .
Lucent (FY2001) negative the fteps I should take t.o resolve it. When
Amazon . ~1% the issue no longer persisted, I was sold.
Global Crossing negative Because of the preceding anecdote and
(FY2000) p g

many others, we believe that the capabilities
of Al are real, perhaps a once-in-a-

How Are Companies Paying for it? (Financing) generation transformational technology.

For years, companies like Google, Microsoft, and Meta have built up huge piles At' t%le same tinz;’b‘l,alllllfiiom today‘ are A
of cash, and they are now spending it on the A buildout. Unlike the phone and pricing inincredibly high expectations. At

internet companies that loaded up on debt before the 2000 crash, today’s giants Trust Company of Vermont, we believe in

have mostly been paying with their own cash being generated. the benefits of diversification. Rather than

See the debt issued by the major telecom companies in 2000. investing ona single theme, we prefer to

spread our investments across numerous
sectors, including more “defensive”

Dot-com Players, by the numbers
y Y parts of the market that tend to hold up

Company Debt load Why it mattered when the economy struggles. This way,
Equity erased once the Fraud was if Al fails to grow at the fast pace priced
WorldCom ~$41B debt restated; was the largest U.S.bankruptcy | into certain stocks today, the impact to
ever (2002) a portfolio is limited. We believe that
- Never earned a profit, so no earnings to Al is truly revolutionary, but as with all
lelesllCitezaTie 51248 debt service the debt; bankrupt 2002 . Y . ‘ry
quickly changing environments, there
Qwest / Level 3/ Tens of billions | Part of the $500B+ of telecom bonds will be “winners” and “losers” in the
Williams each issued from1996-2001

space. Consequently, we focus on what we

Rising debt + Lent customers money to buy their gear;

A ider the highest-quali i
vendor loans both swung to multi-billion losses consider the 1ghest-quality companies

Nortel & Lucent

both in the technology sector and across
many industries that are less prone to
dramatic changes. ®



WHAT TO KNOW

My email was hacked- what do | do now?
If you believe your email account has been compromised, it
is important to act quickly. A fast response can help limit the

damage, protect your contacts, and reduce the chance of further

unauthorized access.

m Change your email password immediately.

m Notify important contacts right away so they do not
respond to any suspicious messages sent from
your account.
Check your “sent” folder for messages sent without
your knowledge.
Review your email settings for forwarding rules to
make sure no one is receiving copies of your messages.

After the immediate issue is contained, review your

security settings and recovery options, including
whether you have a backup email address on file.
Turn on Multi-Factor Authentication (MFA) for your
email and any other online accounts. This adds an
extra layer of protection through a text message, code,
or authentication app.

I received a call from the IRS...a “friend"...

a grandchild...a bill collector...

Scam calls often rely on panic, urgency, and now even Al-
generated voice fakes to pressure people into acting before they
have time to think. The most important thing to remember

is to pause, stay calm, and verify the request before sharing
information or sending money.

m Take a breath and stop to think before responding to any
urgent request. Remember that scammers try to create
fear and urgency.

If the caller claims to be a friend or family member, hang
up and call them back using a number you already know
or one saved in your contacts.

Do not call back the most recent number if you are unsure
who it belongs to.

If the caller says they are from the IRS, hang up. The IRS
does not call to demand immediate payment.

If the caller claims to be a bill collector, write down the
details and call the organization back using a verified
phone number from an old bill, official website, or
trusted source.




I clicked on alink and let someone into

my computer.

If you believe someone gained access to your computer, act
quickly to limit the damage and protect your accounts. These
situations often begin with scams involving fake tech support,
pop-up virus warnings, internet or utility company calls, bank
or credit card fraud alerts, online shopping or delivery issues, or
even someone claiming to be from the government. The safest
approach is to stop using the device, secure your most important
accounts from a different trusted device, and get help to make

sure the computer s safe before using it again.

m Disconnect the computer from the internet right away

by turning off Wi-Fi or unplugging the network cable.

m Useadifferent, trusted device to change the passwords
for your email, bank, and other important accounts,
especially if you reuse passwords.

® Turn on Multi-Factor Authentication (MFA) for any
account that offers it as a best practice.

m Ifyou entered financial information or accessed bank or
investment accounts, contact those institutions
immediately and ask them to watch for fraud or help
secure your accounts.

Over the years we have written various articles
about cybersecurity and best practices when

it comes to keeping your information safe. You
have heard the simple things many times... Don't
click on links or open attachments on emails that
you are not expecting,don’t provide anyone with
your personal information and be sure to shred
anything with yourinformation onit.

Angela

Bowman

Prioritize checking, savings, and any account that allows
online transactions or transfers.

Do not continue using the computer for sensitive activity
until it has been checked.

Have a reputable local professional run a full scan, update
security software, and remove any unfamiliar remote-
access programs or browser extensions.

As a best practice, make sure the computer and its security
software are fully updated before returning to normal use.

What else can | do to stay protected?

There are a few important things you can do at home to reduce
risk and strengthen your everyday security. These best practices
can help protect your devices, your internet connection, and the
accounts you use most.

m Change the default password on your internet router and
any internet-connected device in your home, and use a
strong, unique password.

m Usea guest Wi-Fi network for visitors and, if possible,
for smart home devices so they are separated from your
main network.

continued on page 12




Turn on Multi-Factor Authentication (MFA) for email,
financial accounts, and any other important online
services that offer it.

Keep your computer, phone, tablet, router, and apps
updated so security fixes are applied as soon as they are
available.

Use strong, unique passwords for each site or app, and

consider a password manager to help store them securely.

Be cautious with links, pop-ups, and unexpected

messages, including emails and text messages, even if they

appear urgent or familiar.
Use these tips to help identify suspicious emails and
text messages:

® Be cautious if the message is unexpected, especially if

it creates urgency or pressure.

® Check whether you know the sender and whether
the email address or phone number looks correct.

® Look for misspellings, grammar issues, generic
greetings, or wording that does not sound like the
company or person the message claims to be from.

® Be suspicious of links, attachments, or requests to
log in, verify information, send money, or share
passwords or verification codes.

® Ifyouare unsure, do not click. Contact the company

or person directly using a phone number, website,

or contact method you already know is real.
Review the list of devices connected to your home
network from time to time, and remove
any old or unfamiliar devices.
Never share your passwords,
verification codes, or login
information with anyone.

How do | know my account at Trust Company
of Vermont is safe?

TCV follows established cybersecurity practices designed to
protect client information and keep systems secure. We provide
ongoing cybersecurity awareness training to our employee-
owners, work with trusted technology consultants and
providers to maintain and update our systems, and use layered
safeguards such as controlled access, system monitoring, and
regular security reviews. We also conduct annual penetration
testing and independent I'T audits, and maintain cybersecurity
insurance as part of our overall risk management approach.

Online access to your account is protected by multifactor
authentication and is view-only. In the event that your
credentials were hacked, or your device was compromised,
assets could not be transferred out of your account. We only
distribute assets to known, linked bank accounts of our clients.
We always verify the identity of the person requesting the funds
and we will never distribute to a third party or unknown bank
account without your verbal confirmation. We take great pride
in being a steward for our clients’ assets and the many controls
in place to ensure your funds are safe.

Cyber threats continue to evolve, but adopting a few simple
habits, and making it your regular practice to pause, verify, and
ask questions when something feels off, can go a long way. If
you are ever unsure about an email, request, or account activity,
please reach out to Trust Company of Vermont. We are always
happy to help you think it
through and protect what
matters most. M

—OTrust Company
~— of Vermont



