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ncle Sam giveth, and Uncle Sam
taketh away. The new federal tax
code, which went into effect in
2018 and affects the return you’ll ﬁle in
spring 2019, lowers taxes by expanding
some deductions, but restricts or outright
eliminates others.
Deductions lower your taxable
income so you pay less tax. Here’s how
deducting items from your income were
expanded, restricted, or eliminated.

Tax Deductions In 2018
(Continued from page 1)

you live in a place with high state and
local taxes and home prices, you’re hit
hard. If you earn more than $100,000 in
adjusted gross income and live in
California, Connecticut, Maryland, New
Jersey, New York or Oregon, you’re very
likely to see a material hike in your
annual federal tax liability for at least the
next decade.
Mortgage interest. You can
continue to deduct this interest for ﬁrst
and second homes. The change: For
mortgages dated after Dec. 14, 2017,
only the interest on the ﬁrst $750,000 of
debt is deductible. Before that date, the
$1 million ceiling still applies. In places
where home prices and, thus, mortgages,
are low, that is not as much of a concern.
In high-price locales, it is.

Home equity interest. You no longer
can deduct interest paid on home equity
loans, unless it is used to improve the
dwelling. Many people use such loans,
which are secured by their homes, to pay
for college tuition or new cars. If a home
equity loan and the mortgage totals more
than $750,000, the amount over that limit
can’t be deducted.
ELIMINATED DEDUCTIONS
Personal exemption. Exemptions,
which lowered your income by $4,050 per
person — usually family members — are
gone. For some families with children
over 17, who can’t take advantage of the
expanded tax credit, the elimination of the
personal exemption will be a net loss.
Alimony. For divorce and separation
agreements made after 2018, alimony
payments will no longer be deductible.
The deduction is helpful to a paying exspouse who is short on funds.

Casualty and theft losses. If your
house burned down or a crook took your
wallet, you could deduct the loss not
covered by insurance to the extent it
exceeded 10% of your income. Under the
new law, only casualty losses suffered in a
natural disaster declared by the president
are deductible.
Job expenses. Continuing education,
medical tests and licensing fees previously
were write-offs. Not anymore.
Moving expenses. Before, you
could deduct these if you moved to start a
new job and it was a good distance (that
varies by circumstances, but typically
meant 50 miles away) from your old
home. Now, that is gone, unless you are in
the military.
Tax prep. Depending on the
complexity of the return, these fees can
amount to more than $500. Uncle Sam no
longer will let you deduct them, though. ●
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EXPANDED DEDUCTIONS
Standard deduction. The standard
deduction is the amount you can subtract
from your taxable income if you don’t
itemize — that is, individually deduct
items like mortgage interest, charitable
donations, and car loans. Nearly doubling
the standard deduction to $24,000 for
joint ﬁlers and $12,000 for singles pushes
it up from $12,700 and $6,350,
respectively. Fewer than half of taxpayers
who itemized their 2017 return are
expected to itemize their 2018 return. If
you ﬁle using the standard deduction,
preparing your return will be much
simpler. If the standard deduction is less
than the total of your itemized deductions,
you’ll still want to ﬁle by itemizing,
subject to the rules below.
Medical expenses. If you itemize
deductions, medical expense deductions

will be more generous. For tax years
2017 and 2018, medical outlays in excess
of 7.5% of your adjusted gross income
are deductible. Starting in 2019, the
threshold rises to the previous level of
10%. Congress is widely expected to
consider extending the 7.5% threshold or
making it permanent.
Alternative minimum tax. This very
unpopular parallel tax system has been
reined in and will zap fewer Americans in
2018. The AMT started
in 1982 as an effort to
reduce loopholes open to
ultra-high-income
earners, but its net
gradually spread and it
affected more
individuals. In the 1990s,
Congress hiked the AMT
tax rate, stiffening its
cost. Under the AMT, the
standard deduction and
deductions for state and
local income taxes are lost. With the new
law, your exemption — the amount you
can subtract from your AMT liability — is
much larger. Previously, $54,300 was
exempt for a single-ﬁler and $84,500 for a
married couple ﬁling jointly. Respectively,
the exemptions increased by almost a
third, to $70,300 and $109,400.
Child tax credit. This actually is not
a deduction against your income. It’s a
credit on your tax bill. A credit reduces
your tax bill dollar for dollar. The credit
for children under age 17 was raised to
$2,000 from $1,000.
RESTRICTED DEDUCTIONS
State and local taxes. Lawmakers
placed a $10,000 cap per return on
deductions for state and local taxes
(SALT). Till now, the amount you could
deduct for SALT levies was unlimited. If
(Continued on page 4)

If Family Is Wealth,
Then Planning Is
Immortality

P

lanning makes you immortal. It
ensures the next generation will
be just ﬁne. This is something
you may not learn or even understand
until your 60s or 70s. If you’re lucky,
you come to hold a baby with dreams
for the best things that could happen in
the future.
In that moment, when you are
feeling so blessed and generous, plan
to make the next generation better.
Think about how you can imbue the
values you hold dear in them.
Being a ﬁnancial planner means
being part of such special moments in
people’s lives. That is what makes this
profession meaningful and it is a
privilege to advise individuals on these
matters. While being a ﬁnancial
planner requires cold-hearted math, the
reward of being a real ﬁnancial
professional is in helping clients imbue
their values in the next generation, by
funding a religious school, a class in
biology, or a tutor in reading for a child
in your family.
If you are blessed to be able to
help the next generation achieve work
you have left undone, then planning is
immortality and it is a privilege that is
not taken lightly.

Understanding Economic Fundamentals

Protect Yourself Against Spearphishing

t 105-months-old,
this is the secondlongest economic
cycle in post-World War II
America. For the last
couple of years, a new
phase of the expansion
marked by rising interest
rates began. Shifting
fundamentals underpinning
the economy can cause
jitters in investment markets
or spark changes in
sentiment. In fact, the most
recent correction — a loss of about
12% — was caused by fears of rising
interest rates and inﬂation. So, let’s set
the record straight.
While no one can predict the
stock market’s near-term ups and
downs, what we do know is that
history shows rising rates
are not bad for stocks.
Actually, rising bond yields
have often coincided with
bull markets in stocks. The
red arrows point to ﬁve
periods since the 1990s
when the yield on the 10year U.S. Treasury bond
rose sharply and stock
prices rose at the same time.
A more reliable
economic and ﬁnancial
indicator is the yield curve

he Russian
conspiracy to
meddle in the
2016 presidential
campaign relied on a
common scam called
“spearphishing.” While
the history-making scam
may sound sophisticated,
this form of digital fraud
is running rampant.
Anyone using email is
likely to be attacked these
days. Here are some tips
to protect yourself.
In a spearphishing attack, a
hacker sends you an email message to
trick you into disclosing your
username and password to a secure
account. The message looks like it’s
from a legitimate source you trust.
You click on the link and,
unbeknownst to you, you install a
program that records your next 100
keystrokes. The email from a trusted
source was a Trojan Horse, malicious
software that sends your password and
user ID to the hackers.
New variants of the scam are
appearing so fast that anti-virus
software can’t keep up, which puts
you on the front line in defending
yourself from attack. Perhaps the
most important way to thwart an
attack is by looking at links in emails

A

— the difference between long-term
bond yields and short-term interest
rates. When the difference between
the yield on 10-year U.S. Treasury
Bond and the 30-Day U.S. Treasury
Bill is more than zero, an expansion
could continue just ﬁne. However,

when the yield curve is
inverted — when a 30Day Treasury yields
more than a 10-year
Treasury — that has
been bad for the
economy and stocks.
Before each of the last
three recessions, the
yield curve went into
negative territory.
Currently, the yield
curve isn’t near
inversion. It’s not
signaling an end to the eight-and-ahalf-year expansion and bull market.
This 105-month old economic
expansion is approaching the length of
the longest expansion, the 120-month
cycle in the 1990s, and it’s still got
legs. Of course, indicators are not a
guarantee and must be
considered in the
context of history and
your personal situation.
But the yield curve is
key to watch as this
expansion nears the
120-month longestever cycle in the
1990s. Please let us
know if you’d like to
receive our email
newsletter about
wealth management. ●
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10 Things: New Education Tax Breaks For A Child Or Grandchild

1

. If you have a child or
grandchild, for the ﬁrst time
ever, you can now pay tuition for
kindergarten through 12th grade at
private, public or religious schools with
money saved in tax-advantaged 529
college savings accounts.
2. Thanks to the Tax Cuts And Jobs
Act (TCJA), you now can draw up to
$10,000 tax-free per student from a
529 plan, which is a tax-advantaged
program sponsored by states, state
agencies, and educational institutions.
3. While your contributions to a
529 plan are not deductible, earnings
grow free of federal income tax on
withdrawals to pay for qualiﬁed

school expenses.
4. You are not limited to 529 plans
sponsored by your state. You can
choose from a long list of 529s
sponsored by other states and choose
the right one for you. Call us if you
want help with this.
5. A big relief is that the new law
leaves the student loan interest
deduction unchanged at $2,500. Some
lawmakers wanted to scrap it, but the
majority rallied to the tax break’s
defense. Americans owe some $1.48
trillion in student debt, and it’s
deﬁnitely a thing to watch.
6. When student loans are
cancelled due to death or disability,

they now become tax-exempt. Till now,
the debt would be added to the income
of a deceased or disabled individual.
This new tax beneﬁt is not retroactive,
and only affects loans taken from 2018
through 2025. Congress may choose to
extend this tax break.
7. The TCJA axes taxes on
alimony payments, so custodial parents
should have it easier qualifying for
need-based aid. Their income won’t be
as high as what’s reﬂected in tax
records, which is what federal aid
ofﬁcials rely on to determine who to
help and by how much.
8. Tax deductions for interest on
home equity loans and lines of credit

were eliminated. These are major
sources of education funding,
businesses, and a range of other
expenses. It’s gone.

before clicking.
In this popular spearphishing
scam, hovering over the link in the

email displays a
website address that is
absolutely, positively
not Federal Express.
And the email address
from which this
message was sent is
plainly NOT a
legitimate Federal
Express dot-com
account. Often the
“From” address will tip
you off to a fraud.
Phishing emails,
until recently, were
easy to spot because they
commonly contained misspellings,
grammatical errors and company

9. The
new federal
levy on
colleges
with big
endowments
could result in
still-higher
tuition costs.
10.
Education tax
breaks were
boosted
overall by the
TCJA, but you
almost must be a ﬁnancial professional
to manage the complexities of funding
the education of a child tax-efﬁciently
and with low investment expenses. ●

branding mistakes. A scan of
hundreds of recent phishing
messages indicates fewer of these
telltale signs. The scammers are
getting smarter.
While the cat versus mouse
game has of late been won by the
evildoers, software solutions are
growing stronger. For example,
Microsoft Ofﬁce 365 online users
now have a way of designating a
message as “Phishing.” This new
feature for “blacklisting” a malicious
message prevents a scam from
hitting you twice and gives
Microsoft information about its
origin. Of course, updating your
anti-virus software is always a must.
If you ever have any questions about
emails you receive from us, please
do not hesitate to call us. ●
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you live in a place with high state and
local taxes and home prices, you’re hit
hard. If you earn more than $100,000 in
adjusted gross income and live in
California, Connecticut, Maryland, New
Jersey, New York or Oregon, you’re very
likely to see a material hike in your
annual federal tax liability for at least the
next decade.
Mortgage interest. You can
continue to deduct this interest for ﬁrst
and second homes. The change: For
mortgages dated after Dec. 14, 2017,
only the interest on the ﬁrst $750,000 of
debt is deductible. Before that date, the
$1 million ceiling still applies. In places
where home prices and, thus, mortgages,
are low, that is not as much of a concern.
In high-price locales, it is.

Home equity interest. You no longer
can deduct interest paid on home equity
loans, unless it is used to improve the
dwelling. Many people use such loans,
which are secured by their homes, to pay
for college tuition or new cars. If a home
equity loan and the mortgage totals more
than $750,000, the amount over that limit
can’t be deducted.
ELIMINATED DEDUCTIONS
Personal exemption. Exemptions,
which lowered your income by $4,050 per
person — usually family members — are
gone. For some families with children
over 17, who can’t take advantage of the
expanded tax credit, the elimination of the
personal exemption will be a net loss.
Alimony. For divorce and separation
agreements made after 2018, alimony
payments will no longer be deductible.
The deduction is helpful to a paying exspouse who is short on funds.

Casualty and theft losses. If your
house burned down or a crook took your
wallet, you could deduct the loss not
covered by insurance to the extent it
exceeded 10% of your income. Under the
new law, only casualty losses suffered in a
natural disaster declared by the president
are deductible.
Job expenses. Continuing education,
medical tests and licensing fees previously
were write-offs. Not anymore.
Moving expenses. Before, you
could deduct these if you moved to start a
new job and it was a good distance (that
varies by circumstances, but typically
meant 50 miles away) from your old
home. Now, that is gone, unless you are in
the military.
Tax prep. Depending on the
complexity of the return, these fees can
amount to more than $500. Uncle Sam no
longer will let you deduct them, though. ●
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EXPANDED DEDUCTIONS
Standard deduction. The standard
deduction is the amount you can subtract
from your taxable income if you don’t
itemize — that is, individually deduct
items like mortgage interest, charitable
donations, and car loans. Nearly doubling
the standard deduction to $24,000 for
joint ﬁlers and $12,000 for singles pushes
it up from $12,700 and $6,350,
respectively. Fewer than half of taxpayers
who itemized their 2017 return are
expected to itemize their 2018 return. If
you ﬁle using the standard deduction,
preparing your return will be much
simpler. If the standard deduction is less
than the total of your itemized deductions,
you’ll still want to ﬁle by itemizing,
subject to the rules below.
Medical expenses. If you itemize
deductions, medical expense deductions

will be more generous. For tax years
2017 and 2018, medical outlays in excess
of 7.5% of your adjusted gross income
are deductible. Starting in 2019, the
threshold rises to the previous level of
10%. Congress is widely expected to
consider extending the 7.5% threshold or
making it permanent.
Alternative minimum tax. This very
unpopular parallel tax system has been
reined in and will zap fewer Americans in
2018. The AMT started
in 1982 as an effort to
reduce loopholes open to
ultra-high-income
earners, but its net
gradually spread and it
affected more
individuals. In the 1990s,
Congress hiked the AMT
tax rate, stiffening its
cost. Under the AMT, the
standard deduction and
deductions for state and
local income taxes are lost. With the new
law, your exemption — the amount you
can subtract from your AMT liability — is
much larger. Previously, $54,300 was
exempt for a single-ﬁler and $84,500 for a
married couple ﬁling jointly. Respectively,
the exemptions increased by almost a
third, to $70,300 and $109,400.
Child tax credit. This actually is not
a deduction against your income. It’s a
credit on your tax bill. A credit reduces
your tax bill dollar for dollar. The credit
for children under age 17 was raised to
$2,000 from $1,000.
RESTRICTED DEDUCTIONS
State and local taxes. Lawmakers
placed a $10,000 cap per return on
deductions for state and local taxes
(SALT). Till now, the amount you could
deduct for SALT levies was unlimited. If
(Continued on page 4)
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lanning makes you immortal. It
ensures the next generation will
be just ﬁne. This is something
you may not learn or even understand
until your 60s or 70s. If you’re lucky,
you come to hold a baby with dreams
for the best things that could happen in
the future.
In that moment, when you are
feeling so blessed and generous, plan
to make the next generation better.
Think about how you can imbue the
values you hold dear in them.
Being a ﬁnancial planner means
being part of such special moments in
people’s lives. That is what makes this
profession meaningful and it is a
privilege to advise individuals on these
matters. While being a ﬁnancial
planner requires cold-hearted math, the
reward of being a real ﬁnancial
professional is in helping clients imbue
their values in the next generation, by
funding a religious school, a class in
biology, or a tutor in reading for a child
in your family.
If you are blessed to be able to
help the next generation achieve work
you have left undone, then planning is
immortality and it is a privilege that is
not taken lightly.

