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Welcome to Tax Season
The U.S. tax season unofficially opened on
Tuesday, January 1, with a filing deadline of
Monday, April 15, 2019. The Internal Revenue
Service (IRS) has announced that most online
filers owed a refund should receive it within
21 days of filing; those who mail in returns can
expect to wait six to eight weeks.

New Standard Deductions for
Tax Year 2018
The Tax Cuts and Jobs Act created
significant changes for filing 2018
federal taxes, including the standard
deduction increase that may make
it favorable for many filers to claim
the standard deduction rather than
itemizing. To compare, see the new
standard deductions for the 2017
vs. 2018 tax years:

TAX YEAR 2017
Standard Deduction
Single Filers
Married Filing Jointly

$6,350
$12,700

TAX YEAR 2018
Standard Deduction
Single Filers
Married Filing Jointly

The IRS has announced they have made the
changes brought on by the Tax Cuts and Jobs
Act, and they will begin processing returns on
Monday, January 28.1
The Tax Cuts and Jobs Act is the largest piece
of tax reform legislation in 30 years, which likely
means some changes for you. Here are a few
highlights:

»
»
»

$12,000
$24,000

If you have questions about the new
law, speak to your tax professional or
visit www.irs.gov.

The new plan nearly doubles the standard
deduction, which means fewer people will
find it necessary to itemize. (See the sidebar
for details.)2
President Trump’s original plan cut the
number of tax brackets from seven to four;
however in the final plan there are still seven:
10%, 12%, 22%, 24%, 32%, 35% and 37%.3

»

»

Some filers may experience a delay in
receiving their refund. Congress passed a
law last year that requires the IRS to hold all
refunds that include an Earned Income Tax
Credit and an Additional Child Tax Credit until
February 15, 2019, regardless of how early the
return is filed. The goal is to cut down on fraud
and ensure that no duplicates are filed.1
The new tax plan limits the mortgage interest
deduction to $750,000. Current homeowners
will not be affected and are still limited to $1
million, but future buyers will be capped at
$750,000.2
The new plan doubles the estate tax
deduction from $5.49 million for individuals
and $10.98 for married couples giving wealthy
families the ability to transfer more tax-free
money to their heirs.1

How the Tax Cuts and Jobs Act affects you
depends on several factors, such as your tax
bracket, if you have children, what credits you
qualify for and more. However, one universal
factor that still affects everyone – make sure you
review your W-4 each year, as it’s important to get
the right amount withheld. If it’s not enough, you
could owe the IRS and if it’s too much, you’ll end
up with a large refund, which means you’ve given
an interest-free loan to the government. 

None of the information in this document should be considered tax advice. You should consult your tax advisor for information concerning your individual situation.
1
2

Source: www.irs.gov

Several changes under the Tax Cuts and Jobs
Act went into effect already; many tax payers
should have seen changes in their paychecks
beginning in February 2018.2

»
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Thecollegeinvestor.com, When to Expect My Refund, December 1, 2018
Smartasset.com, Here’s How the Trump Tax Plan Could Affect You, November 16, 2018
The Motely Fool, What are the New and Improved 2018 Tax Brackets?, January 5, 2018

New Year’s Resolutions to Last a Lifetime

What are the Top Five Most
Popular Resolutions of 2019?
According to a nationwide
poll conducted by Offers.com,
they are:

1 Exercise, get healthy
2 Save money
3 Get a new job
4 Make new friends
5 Find love
Source: Scripps National

While other people are making New Year’s resolutions to exercise more
and eat less, consider making 2019 the year you shape up your finances.
Studies show that people have more success keeping financial
resolutions. For the 10th year running, the three most popular
financial resolutions for 2019 are saving more, paying down debt
and spending less.4 Here are a few others that could also have big
payoffs:

» Stop paying unnecessary fees. ATM fees, overdraft charges

and late payment penalties can cost hundreds of dollars each
year. Make sure you know how much you are paying in fees
and take steps to minimize them.

» Save more for retirement. Review your retirement plan

contributions. Life expectancy is increasing, so you may need
to have enough assets set aside to maintain your lifestyle into
your 80s or 90s.

» Review your estate plan. Sit down with your family and

explain how your assets will be distributed if something
happens to you. If you don’t have a will, you’ll need to get one.
Also, check to make sure your beneficiary designations on
retirement plans and IRAs are up-to-date.

No matter what your resolutions are for this year, we can help you
build a strong financial future. Whether you’re interested in saving
more, reducing debts, spending less, or something else entirely, we
can help. 
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CNBC, The Secret to Keeping Next Year’s Financial Resolutions, December 15, 2018.
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PREPARING FOR ROCKY TERRAIN IN THE FIRST HALF OF 2019
The market has entered a rotational bear market cyclical in nature. Expect
a 20-25% decline from the market’s high point, since the S&P 500 has
already dropped 14% since that high. This cyclical market could be shorter
than the average 12-18 months; however, the magnitude may be worse
than the 14% decline that occurred in 2015-16. Still, the second half of
2019 looks promising.
There are four reasons prompting market selloffs:
#1 International tensions / #2 Declining global growth
Britain is in turmoil as they prepare for Brexit. Italy is considering
leaving the European Union while working to avoid sanctions against
them. France is not immune to conflict with anti-government protests,
budget revisions and tax struggles. These issues prompt global selloffs;
however, they could resolve positively in 2019. Expect the U.S. real
GDP growth to be at 2.6% and 3.5% globally, down from the 2018 U.S.
forecast of 2.9% and 3.7% globally.5
#3 Fed Tightening Policy
Some economists believe the Fed’s tightening policy may be a market
risk, as we just had the ninth rate hike in December. The risk associated
with interest rate increases in 2019 may be overblown because the
Fed will be data dependent and not blindly increase rates.
#4 Tariff War Between U.S. and China
The most important risk factor is the tariff war. China’s slowing
economy may give them an impetus to come to a trade deal, but both
the U.S. and China are motivated to do so. Both countries could resolve
the tariff turmoil and claim a victory, and I believe they will come to an
agreement before the end of 2019.
Shashi Mehrotra, Chartered Financial Analyst, is the Chief Operating Officer and Chief Investment Officer of Legend Advisory. The
opinions and predictions expressed herein are those of Shashi Mehrotra solely and not necessarily the opinions or expectations
of Legend Advisory or any of its affiliates. Such opinions and predictions are as of December 20, 2018, and are subject to change
at any time based on market and other conditions. This material includes forward-looking statements that are subject to certain
risks and uncertainties. Actual results, performance or achievements may differ materially from those expressed or implied.
No predictions or forecasts can be guaranteed. Current market and economic data is as-of December 20, 2018. Information
contained herein has been obtained from sources believed to be reliable, but is not guaranteed.
Important Disclosures and Definitions
Investing involves risk including the potential loss of principal. The opinions and material presented are provided for
informational purposes only. No person or system can predict the market. Neither asset allocation nor diversification guarantee
a profit or protect against or eliminate the risk of experiencing investment losses. All investments are subject to risk, including
the risk of principal loss. There is no assurance that the investment goals and process described herein will consistently lead to
successful investing.
The information shown does constitute investment advice, does not consider the investment objectives, risk tolerance or financial
circumstances of any specific investor. The information provided is not intended to be a complete analysis of every material fact
respecting any portfolio, security, or strategy and has been presented for educational purposes only. Data obtained from the
sources cited is believed to be reliable and accurate at the time of compilation.
Past performance is no guarantee of future results.
The S&P 500 Index is a capitalization weighted index of 500 of the largest exchange-traded stocks in the U.S. from a broad
range of Industries whose collective performance mirrors the overall stock market. Capitalization weighting results in the larger
components (stocks) carrying a larger percentage weighting. The Equal Weighted S&P 500 consists of the same stocks but
equally weighted and consequently may provide insight into the breadth/disparity of market performance. Investors cannot
invest directly in an index.
There are some risks associated with investing in the stock markets: 1) Systematic risk - also known as market risk, this is the
potential for the entire market to decline; 2) Unsystematic risk - the risk that any one stock may go down in value, independent
of the stock market as a whole. This also incorporates business risk and event risk; and 3) Opportunity risk and liquidity risk.
In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices
usually fall, and vice versa. This effect is usually more pronounced for longer-term securities). Fixed income securities also

Over the short-term, we will view any rallies as selling
opportunities. While we may experience a market low early in
2019, I haven’t seen any indications of a recession. The second half of
2019 could be rewarding to investors particularly in emerging market
equities. Valuations appear attractive, and because of technical damage
and negative price action, we sit at the highest U.S. risk premium and the
lowest forward P/E multiple since 2013.
The market could turn around, but it needs to go through a bottoming
process to repair the damage before it can rally. The U.S./China trade war
should resolve favorably in the first half of 2019, and supply cuts should
put a floor on oil prices that should help alleviate credit stresses. I expect
S&P 500 earnings to be around $170 for 2019, with a price to earnings
ratio around 17½, close to the long-term average. The S&P 500 index
could surpass the 3,000 level for 2019, with a double-digit return from the
current prices after we get through the market decline in the first half of
2019.
The sectors to focus on in early 2019 will likely be different from later
because of the varying market patterns. Early, consumer staples, utilities
and energy could do well, and later, technology, health care, consumer
discretionary, and utilities.
I’m not as bullish as I was before because of the changes in Congress.
It is not certain that the tax cut will be permanent, we may not get
infrastructure spending, and there is chaos surrounding immigration and
health care reform. Once the four hurdles begin to clear, we could see
equities break through and reach new highs later in 2019. 
5

https://data.oecd.org/chart/5qBn

carry inflation risk, liquidity risk, call risk and credit and default risks for both issuers and counterparties. Lower-quality fixed
income securities involve greater risk of default or price changes due to potential changes in the credit quality of the issuer. Any
fixed-income security sold or redeemed prior to maturity may be subject to loss.
Price/Earnings (P/E) ratio is the price of a stock divided by its earnings per share that gives investors an idea of how much they
are paying for a company’s earning power. High P/E stocks are typically young, fast-growing companies and are far riskier to
trade than low P/E stocks.
The Federal Reserve System (also known as the Federal Reserve, and informally as the Fed) is the central banking system of the
United States. The Federal Reserve System is composed of 12 regional Reserve banks which supervise state member banks. The
Federal Reserve System controls the Federal Funds Rate (aka Fed Rate), an important benchmark in financial markets used to
influence the supply of money in the U.S. economy.
Gross Domestic Product (GDP) is the monetary value of all the finished goods and services produced within a country’s borders
in a specific time period, though GDP is usually calculated on an annual basis. It includes all of private and public consumption,
government outlays, investments and exports less imports that occur within a defined territory.
A recession is a significant decline in activity across the economy, lasting longer than a few months. It is visible in industrial
production, employment, real income and wholesale-retail trade. The technical indicator of a recession is two consecutive
quarters of negative economic growth as measured by a country’s gross domestic product (GDP); although the National Bureau
of Economic Research (NBER) does not necessarily need to see this occur to call a recession.
The Organization for Economic Cooperation and Development (OECD) is a unique forum where the governments of 34
democracies with market economies work with each other, as well as with more than 70 non-member economies to promote
economic growth, prosperity, and sustainable development.
Securities offered through Lincoln Investment, Broker/Dealer, Member FINRA/SIPC. www.lincolninvestment.com. Advisory
services offered through Legend Advisory, Registered Investment Adviser. The Legend Advisory portfolios described are offered
as part of a discretionary advisory service. Legend Advisory will assess an annual investment advisory fee based on the value of
assets in your Legend Advisory account(s). Additional information regarding Legend Advisory’s investment advisory fees can be
found in the firm’s Form ADV 2A Appendix I, which is available upon request.
Please contact your financial advisor for more information.
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Tips for Engaged Couples and Newlyweds
It’s important to have honest and open
discussions about money from the start
of your relationship. Here are some tips
that can help you and your partner build a
strong financial foundation.6
1. Talk about your financial history. How did your parents handle
money? How do you handle money?
2. Review your accounts. Share it all—savings, checking accounts,
investments, retirement accounts, real estate, insurance, school
loans, credit card debt, and any other debts.
3. Discuss your financial goals. Some people are saving for specific
goals and others have never thought about it. Talk about possible
financial goals and how to reach them.
4. Create a budget. If you have never had a budget, begin
tracking your expenses. How much do you spend on housing,
transportation, food, utilities, groceries, entertainment, gym
memberships, shopping, and other expenses?

5. Don’t boost your lifestyle. Merging households can
reduce overall expenses. Instead of increasing your spending,
try increasing your savings. After all, you may not always have
two incomes to live on.
6. Contribute the maximum to your employer-sponsored
retirement plan. If you aren’t doing it already, contribute the
maximum to your retirement accounts and IRAs. The longer your
savings has the potential to grow, the better.
7. Consider your insurance needs. As newlyweds, each of you
needs to consider your partner’s well-being. You may need
life insurance, long-term disability insurance, or other types of
coverage.
Finances can bring you closer together, or they can become a
constant source of irritation. If you enter a marriage with all of your
financial cards on the table, the latter may be less likely to happen. 
6

Forbes, 13 Financial Tips for Newlyweds, 2018.
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