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Travel & Adventure

Happy
New Year!

Christmas
in Cozumel

We hope your holidays were filled with
friends, family, and the making of good
memories. We are very grateful for all
your support last year, as well as the
continued confidence and trust you place
with us. We’re looking forward to another
great year!

By Gina Pafundi
Somehow, when it comes to warm places, we
always end up on the Island of Cozumel -- or
what I call la isla bonita, the pretty island.
This unpretentious island - its name means
‘’island of swallows’’ in Maya, the language
of the original inhabitants - offered us an
ideal setting for some quiet evenings and
quality family time this Christmas.
Our family’s crusade to visit Mayan
Ruins began in 2011 with our visit
to Chichen Itza, as featured in
our Winter 2016 newsletter.
On this trip, the highlight was
the day we spent at the Mayan
ruin Tulum on the mainland.
Our adventurous day started
with an early morning ferry
from Cozumel to Playa Del Carmen, where we rented a car. Our
most capable driver, James, maneuvered
the streets of Playa Del Carmen like a local.
Our hour drive south took us to the south-

ern tip of the Riviera Maya, where we arrived at the beautiful Tulum. Rich in history and culture, this Mayan ruin is set
directly in front of the most pristine of pristine beaches. When we arrived, we hired a
guide who explained that this Mayan village was a center of trading and commerce
for the Maya Civilization, and Tulum was
one of the last cities built and inhabited by
the Pre-Columbia Maya. It was a fun,
adventurous day that ended with
basking in the sun and swimming in the ocean at the famous Paraíso Beach in the
Tulum national park.
Another high point of our
trip was our day scuba diving in one of the most beautiful underwater parks the region has to offer. James has been
my dive buddy since 1997 when we
first started diving, and it is always a new
adventure under the sea! This trip we got
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to see huge rays, large groupers, all sorts of
colorful fish, and the highlight was a nurse
shark feeding.
We enjoyed our time with my father, mother and sister. We had great conversation
and a lot of laughs. All in all, it was a great
trip that left us rejuvenated, recharged, and
ready for 2017!
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is a humbling idea: our American
exceptionalism may not be so much about
who we are but rather because of where
we live. Does this mean we can come
down off our pedestal now? What are the
implications for the next twenty years? I
highly recommend you pick up a copy.

With the beginning of the new year and
all that is to come, we will also quickly
approach everyone’s favorite time of the
year: tax time. With that being said, we
wanted to devote a piece of this newsletter
to information on when you can expect to
start receiving your tax documents.
For most fund companies, the first wave
of Tax Form 1099 was postmarked by
January 31st, including American Funds,
SEI Private Trust company, and LPL
Financial. Please keep in mind that these
are projected dates and subject to change.
Also as a reminder, LPL Financial, SEI
Private Trust Company, and American
Funds all offer online access to your
accounts and documents. If you have
signed up for online delivery of
documents from American Funds, you
will not be receiving a hard copy in the
mail.
As always, we are here to guide you
through this time. If you have any
questions regarding the mailing schedule
for tax documents or online access for
your accounts, please call our office at
(360) 425-0100 option 2, and Brittany
will be glad to provide the most up-todate information we have.
Here’s to a prosperous and joyous 2017!
Cheers.
SEI Private Trust Company, American
Funds, Financial Life Dimensions and LPL
Financial are not affiliated.
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Economic Commentary
The
Return of
Goldilocks
by James Pafundi

In my Fall newsletter commentary I discussed
Goldilocks and her contributions to derelict adolescent behavior such as trespassing and abuse of personal property, her contributions to space exploration, and stock market behavior. Today, I’d like to
discuss Jack and the Beanstalk… just kidding.
A hot topic of recent discussion have been questions such as, “Is Donald Trump good for the stock
market?” and “Why did the market go up after the
election?” To help us explore those questions, let’s
stick with Blondie for a bit more, shall we?
As a quick refresher, the Goldilocks scenario for
the stock market can be defined as low borrowing costs, low inflation, and moderate growth (that
just right environment). For years now the knock
on the Federal Reserve’s low rate and asset purchases, while capable of effecting borrowing costs,
had little effect on inflation, and even less on GDP
growth. The low inflation and low growth economic recovery since 2009 stands as evidence according to some, such as Larry Summers, Former
Fed President and former White House Economic
Advisor to the Obama Administration.
Since the Financial Crisis, despite the heroic efforts
of Central Banks around the world, meaningful
inflation and growth has been elusive. Janet Yellen, Current Fed Chair, has been hawkishly optimistic in her comments but rather dovish with her
interest rate decisions. However, this year’s bond
market seems to be digesting the idea of two, and
possibly three, Federal Funds Rate increases for
2017. As a reminder, we’ve only had two increases
in the past decade.
With this economic backdrop in mind, let’s consider this question “Has the stock market, as evidenced by the S&P 500, at the time of this writing,
bounced up some 10% because of the recent Presidential election?” The surprising outcome of the

election and the stock market bounce may seem as
proof positive that DT is good for corporate profit,
i.e. stocks, but I don’t see it that way.
In my opinion, the expectation for the growth
side of the Goldilocks equation does looks a little
brighter than it did after the election, but this is
mainly due to surprising legislative election victories along with a republican White House, which
allows for legislative agendas to actually become
law. But there is a lot of ground to cover before we
will know what that fiscal policy looks like, let alone
if it is going to be effective -- and that is a very big
if. Just think of the challenges surrounding the Affordable Care Act. My point is, a lot can happen.
The stock market was also close to all time highs
prior to the election as well. Also, inflation expectations started to increase in meaningfully in July,
well ahead of the election. There is a strong possibility that we would be here regardless of who was
elected.
Regardless of the reason, even with increased inflation expectations, as long as rates stay psychologically anchored, inflation should not steal the
thunderous applause of the growth actors. Just
like the Giant in Jack and the Beanstalk with Phee
Phi Pho Phum... wrong story… just like in Goldilocks, the three bears might show up as inflation.
One area I am going to be watching closely is employment. Demand-pushed increases in wages has
historically shown up in inflation. It seems that the
Goldilocks market environment may be getting
snuggled up and quite comfortable in that perfect
“just right” situation, at least for the time being.
But then again, I wouldn’t recommend Blondie
get too comfortable.
And they all lived happily ever after…
The economic forecasts set forth in the communication may not develop as predicted and there
can be no guarantee that strategies promoted will
be successful. The opinions voiced in this material are for general information only and are not
intended to provide specific advice or recommendations for any individual. All performance referenced is historical and is no guarantee of future
results. All indices are unmanaged and may not
be invested into directly. Stock investing involves
risk including loss of principal.

FLD

FLD CONNECTION • WINTER ISSUE 2017

connection

Trump Tax Proposals – Fiscal Policy

Book Corner

by James Pafundi
Trump’s proposals aim to simplify taxes by
reducing the number of brackets from the
current seven, to three. Some argue that this
simplification may actually raise taxes for
single filers, rather than lower them. The
current brackets, which have been in place
for sometime, scale up from 10% to 40% over
seven brackets, while Trump’s brackets scale
up from 12% to 33% over three brackets.

posals of their own. The question is, on which
proposals will the Trump and the House
plan overlap and disagree.

Affecting almost all taxpayers is the standard
deduction, which Trump proposes to raise
from $12,600 currently for married couples
to $30,000. For wage earners that are employees and not self-employed, the standard
deduction can be the sole and largest deduction on tax returns.

The elimination of itemized deductions are a
mutual goal for both the House and Trump
tax plans. The House plan would only retain
two critical deductions: mortgage interest
and charitable contributions. All other deductions would be eliminated, including the
deduction for state and local income taxes,
property tax, and sales tax. The Trump proposals would retain most of these deductions,
but cap them at the $200,000 level.

The tax exemption on municipal bond interest has been broached as a possible elimination and is a fairly contested subject. The loss
of the municipal interest exemption could
make municipal bonds less desirable, making
it more difficult for local counties and state
governments to raise capital. Hence, this has
become a highly politically charged decision.
In addition to Trump’s tax proposals, the Republicans under the House plan, have pro-

Both plans propose doing away with AMT
and the 3.8% Medicare surcharge on high income earners. The Medicare surcharge was
essentially put in place to help subsidize the
Affordable Care Act (ACA).

Both the House and Trump plan would repeal the estate tax, which allows families to
pass along assets to heirs free of estate tax.
The current maximum estate tax rate is 40%.
Small business owners would benefit immensely from proposals presented by the
House and Trump. The House plan would
limit the tax rate for pass through entities,

such as S-Corps to 25%, while the Trump
plan proposes a rate of just 15%. The Tax
Foundation estimates that about 95% of U.S.
businesses in the United States are considered pass throughs such as S-Corps. A Trump
proposal for a cut in the corporate tax rate
would reduce the rate from 35% to 15%.
Sources:
donaldtrump.com
taxpolicycenter.org
taxfoundation.org
Municipal bonds are subject to availability
and change in price. Municipal bonds are
federally tax-free but other state and local
taxes may apply. If sold prior to maturity,
capital gains tax could apply. They are subject to market and interest rate risk if sold
prior to maturity. Bond values will decline
as interest rates rise. Interest income may be
subject to the alternative minimum tax.
This information is not intended to be a substitute for specific individualized tax advice.
We suggest that you discuss your specific tax
issues with a qualified tax advisor.

TRUMP PROPOSES FEWER TAX BR ACK ETS
TRUMP ’S PL AN

CURRE NT PL AN

Single / HOH / Married Filing Jointly

TAX
BRACKET

Single / HOH / Married Filing Jointly

TAX
BRACKET

$0 - 37,500 / NA / $0 - 75,000

12%

$0 - 9,275 / $0 - 13,250 / $0 - 18,550

10%

$37,500 - 112,500 / NA / $75,000 - 225,000

25%

$9,275 - 37,650 / $13,250 - 50,400 / $18,550 - 75,300

15%

$112,500+ / NA / $225,000+

33%

$37,650 - 91,150 / $50,400 - 130,150 / $75,300 - 151,900

25%

$91,150 - 190,150 / $130,150 - 210,800 / $151,900 - 231,450

28%

$190,150 - 413,150 / $210,800 - 413,350 / $231,450 - 413,350

33%

STANDARD DEDUCTIONS:
(Married Couples Filing Jointly / Single Individuals)
Trump: ($30,000 / $15,000) vs. Current ($12,600 / $6,300)
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What’s Cooking

$413,350 - 415,050 / $413,150 - 441,000 / $413,350 - 466,950

35%

$415,050+ / $441,000+ / $466,950+

40%

by James Pafundi
Accidental Superpower
by Peter Zeihan
For the life of me, I can’t remember how
I came across Peter Zeihan’s “Accidental
Superpower.” I quickly realized that the
book is based upon one of my favorite
ideas regarding analyzing complex
ecosystems. I even came up with a phrase
to remind myself… “When in doubt,
zoom out!”
Peter served as an analyst for Stratfor,
a well known geopolitical intelligence
and consulting firm, and left the firm as
Vice President of Analysis after thirteen
years to start his own company, Zeihan
on Geopolitics. This book grabbed my
attention quickly because Peter’s basic
argument is that which makes America
great is… water. (Does anyone sense a
theme here?)
And it’s not just fresh water, but all types
of water, especially navigable water. In
fact, the continental US has as many
miles of navigable water ways as the rest
of the world combined. Our Atlantic coast
has more major ports than the rest of the
Western Hemisphere in its entirety. Our
oceans on the coasts insulate our flanks,
with lakes and forests to our north and
deserts to our south.
We enjoy the best capital markets, food
surpluses, and physical insulation in
far greater excess when compared to
every other country in the world by
an exceedingly large margin. Here

by Gina Pafundi

How many of you scroll through Facebook
and see the food videos? I am such a
sucker for those, and find myself constantly
collecting them. I saw this one recently and
had saved it thinking it would be a great one
pot dish for a crowd -- and it sure was!

It was a hit and very easy to make. I used
chicken broth and half and half. One
neighbor brought over some of those
delicious sourdough rolls from the
Kalama sourdough bakery and I
served it with a salad. Delicious!

We have gotten a lot of snow at our house
this year. On one of the snow days, when my
neighborhood was bustling with kids outside
sledding and the adults enjoying wine and
cozy fires, I decided to make this soup. I just
sent out a text and invited all my neighbors!

Let me know if you try it!
I would love to hear from you.

Creamy Tortellini Soup

Ingredients

• 1 pound ground Italian sausage, browned*
(or ground chicken, turkey or beef)
• 1 brown onion, chopped
• 2 large carrots, chopped
• 2 stalks celery, chopped
• 4 cloves garlic, minced
• 1 tablespoon Italian seasoning
• 2 teaspoon beef bouillon powder (or chicken)
• ½ teaspoon salt
• 4 cups beef broth (or chicken or vegetable broth)
• ¼ cup cornstarch mixed and dissolved in ¼ cup water
• 12-ounce cans full fat evaporated milk or half and half
• 12 ounce packet three cheese tortellini
• 5 cups fresh baby spinach
• 1 cup milk

Directions:
1.

2.

3.
4.
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Place the browned sausage, onion, carrots, celery, garlic, Italian seasoning, beef
bouillon powder, salt, and broth in a 6-quart / litre slow cooker bowl. Cover and
cook on high for 4 hours or low for 7 hours
Uncover and skim any fat that is sitting on the top of the soup with a spoon;
discard. Stir in the cornstarch mixture with the evaporated milk (or half and half
or cream). Add the tortellini and mix well. Cover again and cook on HIGH heat
setting for a further 45 minutes until the soup has thickened, and the tortellini is
soft and cooked through.
Add in the spinach, pressing the leaves down to completely submerse into the
liquid. Cover again for a further 5-10 minutes until the leaves have wilted.
Pour in milk in 1/2 cup increments, as needed, to reach your desired thickness
and consistency (I needed 1 cup); taste test and season with extra salt ONLY if
needed, and pepper to suit your tastes.5.Serve with crusty warmed bread
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