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The Fiscal Cliff  is 
Avoided! 

On January 2, 2013, the President signed and enacted into law the “American Taxpay-
er Relief Act of 2012” 

The following list of provisions, though not exhaustive, will give you a summary of 
some of the major tax and financial provisions: 

1. The legislation makes permanent nearly all of the Bush tax cuts and the AMT patch. 

2. Capital gains, dividends: Taxes on capital gains and dividend income for those 
earning more than $400,000 for singles and $450,000 for couples would increase from 

15% to 20%. 

3. Income tax rates: Extends decade-old tax cuts on income up to $400,000 for      
singles, $450,000 for couples. Earnings above those amounts will be taxed at a rate 
of 39.6%, up from the current 35%. Extends Clinton-era caps on itemized deduc-
tions and the phase-out of the personal exemption for singles making more than 
$250,000 and couples earning more than $300,000. 

4. Social Security payroll tax cut: Allows a 2%-point cut in the payroll tax first enacted 

two years ago to lapse, which restores the payroll tax to 6.2% 

5. The estate tax rate was increased from 35 to 40% but the exemption stayed at 
$5million, and is indexed to inflation and portable. 

6. Accelerated depreciation, which allows 50% write offs of capital investments, was 
also extended for one year. 

7. Extended unemployment benefits were renewed for another year as well. 

8. Medicare reimbursement rates for doctors were restored to prevent a 27% cut and 
were paid for with an offset on healthcare providers including hospitals and dialysis 
services. 

9. Extends for five years the child tax credit and the earned income tax. 

We will be studying the new law in the coming months to look for every opportunity to 
help you save taxes. If you have any questions, don’t hesitate to give us a call. 
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The 2010 

Census 

found 

53,364 peo-

ple over 

the age of 

100. 

 

Sorry guys, 

80% of 

them were 

women! 

 

Navigating the Realities of       

Retirement 

 

As the Baby Boom Generation continues  to 
move  into their retirement years, they must 

face some realities that previous generations 
have also has to grapple with. Effective          

retirement  income portfolios must allow for 
challenges  that arise during what may be 20 

years or more of retirement (even if you wait to 
age 70 to stop working!).  

Here are five factors to consider: 

 

Longevity- 

A lengthy retirement can deplete assets. An investment program must be designed 

to help provide for retirement income needs over long periods  and through many 
market cycles. 

 

Market Shock- 

Market declines are inevitable. Mitigating their impact is particularly important 

when withdrawals commence. 

 

Inflation- 

Inflation can take a meaningful toll on purchasing power. Growing income can 

help offset the impact. 

 

Consumption Patterns- 

Though living expenses may decline in retirement, the drop-off can be gradual. 
Providing income to meet meaningful ongoing expenses is key. 

 

Health Care- 

Health care costs continue to rise at a staggering pace, and expenses often increase 
as we age. Investment plans should account for this possibility. 

 

Before you call it a career and walk away from your job, let’s sit down and discuss 
how your plan is setup to deal with these factors. 
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PLANNING IN AN UNCERTAIN 

WORLD 

We live in a world that is always uncertain. The goal is to find a way to have our finances 

in a place where we can have confidence, no matter what happens in the future. This is  

easier said than done, but here are some things to consider” 

First, limit the use of debt. Get rid of all “bad” debt. Bad debt includes credit cards, auto 

loans, consumer loans, etc. Second, look at paying down or paying off “good” debt also. 

Good debt is a mortgage or home equity loan on your residence, or loans against an        

investment property. 

I’ve even recommended to some clients recently that they sell financial assets (mutual 

funds, stocks & bonds) and use those funds to pay down debt. 

I’m not quite ready to recommend liquidating your IRA or other retirement plans to pay 

down debt. But even this may make sense if your over age 59 1/2. But we need to meet 

and discuss this before you proceed. 

Second, create financial margin. Financial margin means having money set aside first for 

emergencies, second for your own retirement, and finally for other financial obligations 

such as college for your kids. 

The only way to create financial margin is to spend less than you make! I know, this sounds 

trite. But it is so critical to the pursuit of financial goals. 

For some of you, that means starting to tuck away $100 a month into a savings account. 

Eventually, when you have a 4-6 months’ worth of living expenses saved-you can start   

saving for retirement. 

Saving for retirement is critical for all of us-no matter what our ages. I know many people 

say “ I will never retire”. But at the same time, many of us won’t be physically able to work 

as long a s we think we will. So putting off saving for retirement is a real mistake. 

21.7% of Baby Boomers have no retirement savings. Of those who have saved and indicat-

ed their savings levels, nearly 40% of Baby Boomers have less than $100,000 saved for re-

tirement. Source: Baby Boomers and Generation Xers: Are They on Track to Reach Their Retirement Goals? Insured Re-

tirement Institute. August 2012. 

Saving for your kid’s college is a great idea. But save for your own retirement first. There 

are many options to finance college: loans, grants, scholarships. Many are starting their first 

couple of years at a Community College and then moving to a 4 year school to finish. But 

nobody is going to help you with your own retirement! 
          (Continued on pg. 4) 



Keeping up with the Dow Joneses 

   12/30/2011  12/31/2012  Change 

DJIA           12,218    13,104          7.3% 

S&P500            1258      1466               16.5% 

 

3-Month T-Bill 0.03% 

10-Year Treasury 1.91% 

 

Investors cannot invest directly in an index 

(as found January 3, 2013 at Yahoo Finance.) 
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(Continued from pg. 3) 

 

If you are saving enough for retirement and still want to look at funding col-

lege-make sure and look at a Section 529 savings plan. 

Finally, relieve “Economic Fear” from your life.  The best way to do this is 

to make sure and have a really diversified investment portfolio. Even more 

than in the past, just bank savings, bonds and stocks are not enough. Take a 

look  at other investment options that can help your spread your risk among 

seven or eight different investment categories. Call me if you would like to  

discuss some ideas in this area. 

Hopefully, these ideas will help you gain financial confidence-even as the 

World we live in seems more and more out of control. 


