
	
	
Dear	Client,	
	
The	 new	 2018	 federal	 tax	 laws	 that	 are	 now	 in	 effect	 are	 complicated	 and	 quite	
messy	 to	 understand.	 I’m	 not	 sure	 that	 many	 of	 our	 clients	 fully	 understand	 the	
ramifications	 of	 them.	 Let’s	 start	 by	 looking	 at	 the	Home	Equity	 Line	 of	 Credit	 or	
commonly	known	as	the	HELOC.	
	 	
In	 the	 past,	 HELOCs	 have	 been	 used	 for	 many	 purposes	 including	 home	
improvements,	 paying	 for	 education,	 purchasing	 cars,	 and	 other	 expenses.	 Many	
people	have	been	using	HELOCs	 as	 a	 substitute	 for	 their	 credit	 cards	because	 the	
interest	on	a	credit	card	 is	not	tax	deductible,	but	the	 interest	on	a	HELOC	is.	This	
has	 changed	 with	 the	 new	 tax	 law.	 HELOCs	 can	 only	 be	 used	 for	 home	
improvements	and	the	IRS	will	disallow	any	other	uses.		Therefore,	it	is	advisable	to	
keep	 good	 records	 if	 you	 draw	 down	 on	 your	 HELOC.	 In	 addition,	 the	 interest	
deduction	on	your	HELOC	is	limited and	you	may	only	deduct	the	interest	on	up	to	
$750,000	of	debt	(mortgage	and	HELOC	combined)	originated	after	December	2017	
and	up	$1	Million	of	debt	originated	before	that.	Another	limitation	in	the	new	tax	
law	 is	 for	 taxpayers	 that	 itemize	deductions,	 they	 can	 now	deduct	 state	 and	 local	
real	estate	and	property	taxes	as	well	as	either	income	taxes	OR	general	sales	tax	up	
to	only	$10,000.	Of	course,	real	estate	investments	and	real	estate	partnerships	are	
excluded	from	the	limitation.	
	
As	 interest	 rates	 rise	 so	 does	 the	 HELCO	 interest	 rate.	 In	 the	 not‐to‐distant‐past,	
HELOC	 interest	 rates	 were	 reasonable	 in	 the	 3%	 to	 4%	 range.	 However,	 HELOC	
rates	 are	 variable	 and	 in	 some	 instances	 are	 now	 in	 the	 5%	 to	 6%	 range.	 With	
interest	rates	headed	higher,	HELOC	rates	will	move	up	very	quickly.	I	wouldn’t	be	
surprised	 if	 HELOC	 interest	 rates	 approach	 8%	 by	 2020.	 Therefore,	 it	 might	 be	
advisable	to	plan	some	other	alternative	to	a	HELOC	or	 if	you	have	already	drawn	
down	 on	 it.	 	 Please	 give	me	 a	 call,	 at	 the	 office,	 if	 you	would	 like	 to	 come	 in	 and	
figure	out	what	would	be	the	best	plan	of	action	to	take.	
	
The	 tax	 law	 affected	 mortgage	 interest,	 property	 taxes	 and	 state	 income	 taxes.	
However,	there	is	some	good	news.	The	popular	529	plans	have	now	been	expanded	
to	 include	paying	 for	 tuition	 for	K‐12	schools,	 limited	 to	$10,000	 in	 tuition,	where	
before,	a	529	could	only	be	used	for	college	or	post‐secondary	education.	
	
For	years,	I	have	helped	many	people	plan	for	their	retirement	and	what	I	found	is	
that	most	people	don’t	have	enough	assets	with	which	to	retire	or	they	retire	at	the	
wrong	time.	This	is	because	they	didn’t	plan	properly.		They	either	run	out	of	money	



or	 they	 have	 to	 significantly	 reduce	 their	 lifestyle.	 	 When	 to	 retire	 is	 just	 as	
important	 as	how	much	you	have	 to	 retire	with.	 For	 example,	what	 if	 you	 retired	
just	 before	 the	 2008	 financial	 decline	 and	 90%	 of	 your	 retirement	 funds	were	 in	
stocks.	 You	might	have	 trouble	 keeping	up	your	 lifestyle.	 These	kinds	of	mistakes	
make	 it	 dicey	 for	 the	 near	 retiree	 and	 post	 retiree.	 There	 are	 no	 simple	 rules	 of	
thumb	 to	 go	by;	 instead,	 each	person	or	 family	 is	 different	 and	each	one	 requires	
planning	ahead.	Complexities	 and	people’s	 fear	of	 the	unknown	keep	people	 from	
planning.	 Due	 to	 the	 complexities,	 people	 look	 at	 simplistic	 formulas	 instead	 of	
properly	planning	which	can	put	them	off	course	in	later	years	when	they	need	the	
money	 the	most.	 For	 example,	many	 retirees	don’t	 think	of	 the	 added	health	 care	
costs	that	they	will	face	when	they	reach	their	late	70’s,	early	80’s	or	90’s.	Recently,	I	
visited	one	of	our	clients	in	an	assisted	living	home	where	the	cost	was	$8,800	per	
month.	And	this	doesn’t	include	any	of	her	personal	expenses.	Don’t	put	yourself	in	a	
situation	where	you	have	to	drastically	cut	back	your	lifestyle	or	even	worse	run	out	
of	money.	
	
I	 think	 with	 higher	 stock	 market	 volatility,	 relatively	 low	 bond	 yields,	 and	 the	
possibility	of	lower	returns	in	stocks	and	real	estate	ahead,	planning	and	sticking	to	
a	plan	becomes	even	more	important	now	than	ever.	 If	you	need	help	in	this	area,	
please	don’t	hesitate	to	call	me	at	the	office.	
	
Wishing	you	a	great	summer,	
	
	
Steven	L.	Yamshon,	Partner	
Jung	Novikoff	&	Stevens,	LLP	


