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Interest in I Bonds has skyrocketed as 
inflation reached levels not seen since 
the 1970s, and investors look for safer 
vehicles to invest their money and hedge 
against inflation.  At The Prosperity 
Consulting Group, we think I Bonds 
can be a valuable part of an investor’s 
broader portfolio. Below we answer 
our clients’ common questions about I 
Bonds.

What are Series I Bonds?
Series I Bonds are a type of savings bond 
directly issued from the U.S. Treasury 
to investors.  Unlike traditional savings 
bonds (Series EE/E), which have a fixed 
rate of return, Series I Bonds earn a 
rate of return based upon the coupon 
rate at purchase plus an inflation 
rate adjustment calculated twice per 
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year.  The inflation rate is based on the 
change in the non-seasonally adjusted 
Consumer Price Index for all Urban 
Consumers, excluding food and energy 
(also known as “Core CPI”).

What are Series I Bonds currently 
yielding?
Series I Bonds currently yield 9.62% 
annually, compromised of a 0% fixed 
rate and a 9.62% inflation adjustment.  
The next inflation adjustment reset 
will take place on November 1st. 
Investors can purchase I Bonds through 
October 2022 and will lock in the 9.62% 
annualized rate for six  months, at which 
time the inflation adjustment will reset 
to the November 2022 inflation rate.

That is a great return! Can I ask my 
investment manager to invest a portion 
of my portfolio in I Bonds?
Unfortunately, I Bonds can only be 
bought directly by the beneficiary 
through the Treasury Direct website and 
cannot be bought through brokers or 
the secondary markets.  Investors can 
purchase up to $10,000 of electronic I 
Bonds using cash and another $5,000 in 
paper I Bonds using your tax refund.

Are there any other restrictions?
Yes, a holder won’t be able to cash out 
or redeem the bonds for 12 months, 
and if you cash the bond in the first five 
years, you will forfeit the previous three 

months of interest (if you cash out after 
two years, you will only receive one year 
and nine months of interest). While the 
interest on the bonds is also federally 
taxable (local and state tax-exempt), 
investors can choose to report interest 
yearly or when the bond is cashed out 
(either by redemption or maturity).

What does Prosperity recommend?
We think I Bonds are a great short-
term savings vehicle that allows money 
typically held in interest-bearing 
accounts to earn a rate of return that 
will match inflation, while remaining 
sheltered from the movements of 
the bond and/or stock market.  We 
recommend buying I Bonds for investors 
who have excess cash that would 
alternatively be held in savings accounts, 
CD, or similar savings vehicle. We don’t 
advise investors to sell long-term funds 
currently invested in equities or fixed 
income to fund the purchase of I Bonds.

We’re All In
If you have further questions about I 
Bonds, or anything else, please do not 
hesitate to reach out to us by calling us 
at (410) 363-7211, or by emailing us at 
info@prosperityconsult.com.

The 9.62% interest rate is locked 
in through October 2022
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529 Plan Benefits: Is a 529 Plan 
the Right Education Savings Tool for Your Family?

Setting up your children for a successful future is a wonderful 
goal for parents. Many of us think of a 529 plan as a savings 
tool for college, but what if we have enough money saved in 
another investment account? Is a 529 plan still a good idea? 
Here we discuss the benefits of a 529 plan, how it compares 
to a traditional investment account as an education savings 
tool, and what happens if you don’t use the funds for a 
qualified education expense. 

Benefits of a 529 Plan
Tax-free and tax-deferred growth – The funds in your 529 
plan will grow tax-deferred, meaning you won’t owe any 
taxes until the money is withdrawn from the account. The 
growth will be tax-free if you use the funds for qualified 
education expenses.  

Yearly tax deduction – There is no federal tax deduction 
for contributing to a 529 plan. However, various state 
plans may have tax deductions. For example, in Maryland, 
account holders or contributors who choose to invest in 
the Maryland 529 College Investment Plan can receive 
a $2,500 annual state income tax deduction ($5,000 for 
couples filing jointly). 

Other states and types of 529 plans may offer different tax 
deductions – talk to your financial advisor to find the best 
option for you.

Gift tax benefits – For 2022, you can gift up to $16,000 tax-
free ($32,000 if you’re a married couple) to any beneficiary. 
If you gift more than the annual limit, the amount over 
the limit is deducted from your overall lifetime gift tax 

exemption. The 2022 lifetime gift tax exemption is $12.06 
million – this means you can give up to $12.06 million in 
gifts over your lifetime without having to pay gift tax. 

529 plans are unique in that they allow contributors to gift 
up to five years of annual gifting at once. For 2022, that 
would equal a lump sum of $160,000 for a married couple 
($32,000 X 5) that can be gifted to a 529 plan. This strategy 
not only benefits the 529 plan beneficiary, but also may 
benefit the contributors by removing money from their 
estate to potentially lower estate taxes. 

What if you already have enough saved? Should you 
still utilize a 529 plan? What if you use a traditional 
investment account?
While a traditional investment account can be a great 
savings tool for many financial goals, a 529 plan is designed 
specifically for education expenses. Although a traditional 
investment account can offer more flexibility, it will not 
have the same tax benefits as a 529 plan. Even if you have 
enough saved, placing some of your money into a 529 plan 
could offer additional benefits.

What happens if your child doesn’t attend college or 
receives a scholarship? 
A 529 plan can be used for much more than just college 
tuition. It can be used for two-year programs, trade schools, 
up to $10,000 per year for private primary or secondary 
school, and related expenses such as books and housing. If 
your child truly has no qualified education expenses, you 
can choose to change the beneficiary on the account to a 
family member without penalty. 

If you don’t end up using the funds for qualified education 
expenses, you will incur a 10% penalty and owe taxes on the 
growth of your account upon withdrawing funds.

If your child receives a scholarship, you can avoid the 10% 
penalty on non-qualified withdrawals up to the amount of 
the tax-free scholarship, however you will have to pay tax 
on the earnings. 

We’re All In
If you have any questions about 529 plans, or anything 
else, don’t hesitate to contact us. You can email us at info@
prosperityconsult.com, or call us at (410) 363-7211. 


