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Maximizing Health Benefits with Smart Investments: A Guide to
Financial and Healthcare Success

Health insurance and financial planning are often treated as separate aspects of personal
finance, but integrating your health benefits into your broader financial strategy can lead to
significant savings and long-term financial security. Maximizing health benefits is more than
just choosing the right insurance plan during open enroliment—it involves leveraging your
coverage, using tax advantaged health accounts, and making smart investment decisions
that work hand-in-hand with your overall financial goals.
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In this article, we’ll explore strategies to optimize your health benefits while aligning them
with a broader financial plan, ensuring you can manage healthcare costs today while
building wealth for the future.

1. Choose the Right Health Insurance Plan for Your Needs

The first step to maximizing your health benefits is selecting the right insurance plan based
on your current and future healthcare needs. During open enroliment, it's essential to review
your options and estimate your medical costs for the coming year.

* High-Deductible Health Plans (HDHPs): If you are relatively healthy and don’t anticipate
high medical expenses, an HDHP might be a good fit. These plans typically have lower
premiums and allow you to pair them with a Health Savings Account (HSA) for additional tax
savings (more on this later).

» Low-Deductible Plans: If you expect frequent doctor visits, ongoing medical treatments,
or have chronic conditions, a plan with lower deductibles and higher coverage may save
you money in the long run, even if the premiums are higher.

The key is to balance premium costs with anticipated out-of-pocket expenses and consider
how your choice aligns with your broader financial strategy. A lower premium may seem
attractive, but it could lead to higher costs if you require extensive medical care.

2. Leverage Tax-Advantaged Health Accounts

One of the most effective ways to integrate your health benefits into your financial strategy is
by taking full advantage of tax-advantaged health accounts, particularly Health Savings
Accounts (HSAs) and Flexible Spending Accounts (FSAs). These accounts not only help
you manage healthcare expenses more efficiently but also offer significant tax benefits that
can lead to long term financial gains.

Health Savings Accounts (HSAs)

* An HSA is one of the most powerful financial tools available to those enrolled in a High
Deductible Health Plan (HDHP). HSAs offer a triple tax advantage: contributions are tax
deductible, the funds grow tax-free, and withdrawals for qualified medical expenses are also
tax-free. Moreover, unlike FSAs, HSA funds roll over year to year, making them a flexible,
long-term savings and investment vehicle for future healthcare needs—even into retirement.

Who Qualifies for an HSA?

* To qualify for an HSA, you must:

* Be enrolled in a High-Deductible Health Plan (HDHP).
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* In 2024, an HDHP has a deductible of at least $1,600 for individuals and $3,200 for
families.

* Not be enrolled in Medicare or other health plans (except some exceptions like vision or
dental).

* Not be claimed as a dependent on someone else's tax return.

Contribution Limits for HSAs

* In 2024, the HSA contribution limits are:

 $4,150 for individuals

« $8,300 for families

« An additional $1,000 catch-up contribution for those 55 and older

HSA as a Long-Term Investment Tool

* The key benefit of an HSA is its ability to function as both a short-term savings account
for immediate medical expenses and a long-term investment for retirement healthcare
costs. Once you have enough savings to cover your annual deductible, you can begin
investing your HSA funds in stocks, bonds, or mutual funds, allowing them to grow tax-free.

Real-World Example: Tax Savings with an HSA

« For example, if you contribute the maximum $4,150 to your HSA as a family, and you're in
the 24% tax bracket, your HSA contributions would reduce your taxable income by $4,150,
saving you about $996 in taxes for the year. Plus, the funds in your HSA grow tax-free and
can be used to pay for healthcare costs, avoiding both capital gains and income tax on
withdrawals for qualified expenses.

* Tax-free growth:

If you invest your HSA balance in mutual funds or stocks and earn a conservative 6% return
annually, after 20 years, your HSA could grow to nearly $160,000. All of this growth is tax
free if used for qualified medical expenses in retirement.

» Tax-free withdrawals:

If you use this balance for qualified healthcare expenses in retirement (like Medicare
premiums or out-of-pocket medical costs), you can withdraw the money tax-free, saving you
even more compared to traditional retirement accounts like 401(k)s or IRAs.
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» This combination of tax savings makes the HSA a unique and powerful tool for both current
and future healthcare expenses.

Who Benefits the Most from an HSA?

* An HSA is particularly beneficial for individuals and families who:

* Have relatively low annual medical expenses and can afford the higher deductible of an
HDHP. The lower premiums of an HDHP, paired with tax-free HSA contributions, allow you
to save more upfront and invest the difference.

» Want to plan for retirement healthcare costs. Because HSAs offer tax-free growth and
withdrawals for qualified medical expenses, they serve as an excellent tool to cover
healthcare costs in retirement, often seen as a “supercharged” retirement savings account.

* Have income to spare for savings. If you are already maxing out your 401(k) or IRA
contributions, contributing the maximum to an HSA can help you grow wealth while
preparing for future medical expenses.

* Flexible Spending Accounts (FSAs): FSAs are another option for managing healthcare
costs. Unlike HSAs, FSAs are not tied to an HDHP, but they do come with a "use-it-or-lose it"
rule, meaning that you must spend the funds within the plan year (with some exceptions).
While FSAs don't roll over like HSAs, they still provide tax savings on eligible medical
expenses like co-pays, prescriptions, and medical supplies.

3. Maximize Employer Benefits and Wellness Programs

Many employers, including universities, offer additional health-related benefits that can
enhance your coverage and save you money. These benefits often go underutilized, so be
sure to explore everything your employer offers.

* Wellness Programs: Participating in employer-sponsored wellness programs can lead to
immediate financial benefits, such as reduced premiums, cash incentives, or contributions to
your HSA or FSA. These programs often reward healthy behaviors like getting annual
check-ups, completing fitness challenges, or attending health education sessions.

o For example, The University of Idaho has “Virtual Physical Therapy (MSK+) which helps
people with both chronic and acute conditions.

o Ildaho State University has “BWB” or “Be Well, Bengals” which allows employees 60
minutes a week during work house to increase their health through a wide array of options.

o Boise State has something very similar to ISU’s BWB program.
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* Employer Contributions: Some employers contribute to your HSA or FSA on your behalf.
If this is an option, be sure to take full advantage of it, as it's essentially “free money” for
your healthcare expenses. If your employer offers matching contributions, contribute at
least enough to get the full match, similar to maximizing retirement contributions in a 401(k)
plan.

4. Invest in Preventive Care to Reduce Long-Term Costs

Preventive care is an investment in your health that can save you money in the long run.
Most health insurance plans, including HDHPs, offer full coverage for preventive services
like vaccinations,

screenings, and annual check-ups. By prioritizing preventive care, you can catch potential
health issues early, avoiding costly treatments down the road.

* Regular Screenings: Early detection of conditions like high blood pressure, diabetes, or
cancer can lead to more effective treatment and lower overall medical costs. Take full
advantage of these benefits to maintain your health and avoid expensive medical
interventions later.

* Healthy Living: Beyond the medical realm, investing in your overall health through
exercise, a balanced diet, and stress management can reduce the likelihood of developing
chronic conditions. This reduces healthcare costs and enhances your quality of life, allowing
you to focus more on other financial goals.

5. Coordinate Health Benefits with Your Retirement Strategy

Healthcare costs are a major expense in retirement, and planning for these expenses should
be part of your broader financial strategy. Integrating health benefits, particularly HSAs, into
your retirement planning can help mitigate the impact of rising healthcare costs.

 Save for Healthcare in Retirement: If you're already maxing out your retirement
accounts (such as a 403(b) or 401(k)), consider contributing the maximum allowed to your
HSA. In retirement, HSA funds can be used tax-free for qualified medical expenses, such
as Medicare premiums, long-term care, and out-of-pocket healthcare costs.

» Medicare and Supplemental Insurance: As you near retirement age, you’ll want to
review how Medicare and supplemental insurance plans can fit into your financial plan.
Consider the cost of premiums, co-pays, and out-of-pocket limits when choosing Medicare
Advantage or Medigap plans, and make sure to account for these costs in your retirement
budget. These topics can be confusing, to get some personalized help consider reaching
out to a financial advisor.
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6. Stay Educated and Review Your Plan Annually with HR or a Financial Advisor

Healthcare costs, insurance policies, and tax laws change frequently, so it's important to
stay informed and review your health benefits every year. Open enroliment is the perfect
time to reassess your healthcare plan, adjust your HSA or FSA contributions, and consider
any changes to your employer’s benefits offerings.

» Working closely with your HR department can be invaluable during this process. HR
professionals can provide details on new plan options, premium changes, or updates to your
company’s benefits that you might otherwise overlook. They can also clarify how benefits
like wellness programs, employer contributions, or additional coverage options fit into your
financial strategy.

» For more personalized guidance, consider consulting with a financial advisor. They can
help you navigate the complexities of healthcare planning, especially if you face significant
medical expenses, are integrating benefits with a broader financial plan, or are preparing for

retirement. An advisor can also ensure that your healthcare decisions align with long-term
financial goals, providing security both now and in the future.

Conclusion: Integrating Health and Wealth for Financial Success

Maximizing your health benefits goes beyond choosing an insurance plan—it’'s about
strategically using your benefits to support your overall financial health. By leveraging tax-
advantaged health accounts like HSAs, taking advantage of employer-sponsored wellness
programs, investing in preventive care, and aligning your health coverage with your long-
term financial goals, you can reduce healthcare costs while building wealth over time.

By making health benefits an integral part of your broader financial strategy, you'll not only
protect yourself and your family from high healthcare costs but also ensure that your
financial future remains secure and well-funded.
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