
During the past few Decembers, taxpayers and tax preparers have waited anxiously for Congress to rescue expiring fed-

eral tax provisions. Usually, legislators pass an eleventh-hour bill to extend certain tax perks for another year and rein-

state them for the current year.  

The Protecting Americans from Tax Hikes Act of 2015, or PATH – just passed by Congress, just signed into law by 

President Obama – not only renews 52 expiring tax provisions but makes some permanent. You may be a taxpayer who 

benefits from its passage.1,2, 

    

Would you like to make a tax-free transfer of IRA assets to a charity? PATH makes that opportunity permanently 

available to you. A traditional IRA owner at least 70½ years old may make a charitable gift from that IRA to a qualified 

charity and exclude the transferred amount from their gross income for the tax year in which the gift is made. This is a 

tax-efficient move for wealthy, older IRA owners who see their annual Required Minimum Distribution (RMD) as more 

of a tax issue than a necessity.3 

    

Does your business do any research or development? The federal R&D tax credit is now permanent – and in a sense, 

even sweeter. Any company with less than $50 million in gross receipts may use the R&D credit to counter the Alterna-

tive Minimum Tax next year and every year. Thanks to PATH, even some start-ups not yet facing income tax may be 

able to offset payroll taxes via this credit.2   

 
Are you thinking about remodeling your restaurant or retail business? PATH preserves and makes permanent the 

15-year period for depreciating remodeling and other improvements. No going back to the old 39-year period.3   
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2015 Market Performance 01-01-2015 to 12-31-2015 
 
DJIA ^DJI Down –2.23%  
S&P 500 ^GSPC Down -0.73%   
NASDAQ ^IXIC Up 5.73%  
Russell 2000 ^ RUT Down –5.83%  
 
* Index performance does NOT include any fees  
(Gross of fees)  
 
Source: http//finance.yahoo.com 
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Are you hoping those bigger Section 179 deduction limits will remain in place? They will. PATH preserves the 

current $500,000 immediate deduction limit of the cost of qualifying asset acquisitions, and the current phase-out 

starting at $2 million. Going forward, both of these thresholds will be inflation-indexed. In related new s, PATH 

also keeps the 50% “bonus depreciation” provision in place through 2017 and extends it to restaurants and retail 

businesses that are owned as well as leased.2,3 

   

Do you take advantage of the Child Tax Credit? In 2009, the CTC was enhanced to offer parents a $1,000 credit 

per qualifying child plus an additional (refundable) tax credit equal to 15% of any earned income over $3,000. This 

$3,000 threshold (which was set to return to the $10,000 level in 2017) becomes permanent thanks to PATH.2 

   

Would you like to claim the American Opportunity Tax Credit? If so, you will be pleased to know that this col-

lege education credit will not shrink to $1,800 in 2017. It will remain at $2,500 thanks to PATH. The current phase-

out levels ($80,000 for single filers, $160,000 for joint filers) will also remain in place.2 

   

Do you live where there are no state income taxes? PATH makes the itemized federal deduction for state and local 

sales taxes a permanent option for you.2 

   
Are you a teacher who takes the above-the-line deduction for K-12 school supplies? PATH makes that deduction 

permanent as well and indexes it for inflation.2   

   

Businesses get a 2-year reprieve from the Cadillac tax. Companies sponsoring high-priced health insurance plans 

will not have to face this tax until 2018 thanks to PATH.3 

    

PATH suspends the 2.3% excise tax on medical devices for 2 years. This tax, which represents 2.3% of what im-

porters and manufacturers pay on sales of certain healthcare equipment, will resurface in 2018.3 

   

PATH extends some tax perks only through 2016. Most notably, it continues the tax exclusion on canceled home 

loan debt for another year. It also preserves the current $4,000 limit for the above-the-line tuition deduction for col-

lege education.2  

    

Tax breaks rewarding homeowners, homebuilders, and contractors for energy efficiency are also preserved for anoth-

er year by PATH. Builders and contractors may still take advantage of a credit as large as $2,000 for manufacturing 

energy-efficient residences, and the 179D deduction is still available for those who build green or make qualifying 

HVAC and lighting improvements to commercial properties. Home energy tax credits of up to $500 will still reward 

taxpayers who make energy-saving upgrades to their primary residence.2 

    

PATH may be your route to some significant tax savings. You will have to act fast to claim them for 2015, but 

you have plenty of time to take advantage of these opportunities in 2016. 
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How will your money habits change in 2016? What decisions 
or behaviors might help your personal finances, your retirement 
prospects, or your net worth?  
   
Each year presents a “clean slate,” so as one year ebbs into 
another, it is natural to think about what you might do (or do dif-
ferently) in the 12 months ahead. 
   
Financially speaking, what New Year’s resolutions might you 
want to make for 2016 – and what can you do to stick by such 
resolutions as 2016 unfolds?  
     
Strive to maximize your 2016 retirement plan contributions. 
The 2016 limit on IRA contributions is $5,500, $6,500 if you will 
be 50 or older at some point in the year. Contribution limits are 
set at $18,000 for 401(k)s, 403(b)s, and most 457 plans; if you 
will be 50 or older in 2016, you can make an additional catch-up 
contribution of up to $6,000 to those accounts.1  
   
If you want to retire in 2016, be mindful of the end of “file & 
suspend.” Social Security is closing the door on the file-and-
suspend claiming strategy that married couples have used to try 
and optimize their Social Security benefits. If you are married 
and you will you be at least 66 years old by April 30, 2016, you 
and your spouse still have a chance to use the strategy. Starting 
May 1, that chance disappears forever for all married couples. (It 
will still be permitted on an individual basis.)2,3  
   
Similarly, the opportunity to file a restricted application for spous-
al benefits has also gone away. This was another tactic retirees 
employed in pursuit of greater lifetime Social Security income.2 
   
Can you review & reduce your debt? Look at your debts, one 
by one. You may be able to renegotiate the terms of loans and 
interest rates with lenders and credit card firms. See if you can 
cut down the number of debts you have – either attack the one 
with the highest interest rate first or the smallest balance first, 
then repeat with the remaining debts.  
  
Rebalance your portfolio. If you have rebalanced recently, 
great. Many investors go years without rebalancing, which can 
be problematic if you own too much in a declining sector. 
   
See if you can solidify some retirement variables. Accumulat-
ing assets for retirement is great; doing so with a planned retire-
ment age and an estimated retirement budget is even better. 
The older you get, the less hazy those variables start to become. 

See if you can define the “when” of retirement this year – that 
may make the “how” and “how much” clearer as well. 
   
The same applies to college planning. If your child has now 
reached his or her teens, see if you can get a ballpark figure on 
the cost of attending local and out-of-state colleges. Even better, 
inquire about their financial aid packages and any relevant schol-
arships and grants. If you have college savings built up, you can 
work with those numbers and determine how those savings need 
to grow in the next few years. 
   
How do you keep New Year’s resolutions from faltering? 
Often, New Year’s resolutions fail because there is only an end 
in mind – a clear goal, but no concrete steps toward realizing it. 
   
So, if your aim is to save $20,000 toward retirement this year, 
map out the month-by-month contribution to your retirement ac-
count(s) that will help you do it. Web tools like Level Money and 
Mint.com can help you examine your cash flow week-to-week 
and month-to-month – you can use them to keep track of your 
saving effort as well as other aspects of your finances.4 
   
If you wish, you can let a loved one or a close friend in on your 
New Year’s financial resolutions. That loved one or friend may 
decide to adopt them. Even if he or she does not, sharing your 
resolution might increase your commitment to carrying it out. 
Dominican University of California did a study on this very sub-
ject and found that when people set near-term goals and kept 
those goals private, they achieved them about 35% of the time – 
but when they informed friends about them and sent weekly pro-
gress updates, the achievement rate surpassed 70%.4    
   
Lastly, you may want to automate more of your financial life. If 
you have not set up monthly money transfers to a retirement or 
investment account, 2016 can be the year this happens.    
   
 Citations. 
1 - money.usnews.com/money/retirement/articles/2015/10/26/
how-401-k-s-and-iras-will-and-wont-change-in-2016 [10/26/15] 
2 - money.usnews.com/money/retirement/articles/2015/12/04/say-
goodbye-to-the-social-security-file-and-suspend-strategy [12/4/15] 
3 - tinyurl.com/p3exq5s [12/18/15] 
4 - forbes.com/sites/bethbraverman/2015/12/29/4-tricks-to-get-your-
new-years-resolutions-to-actually-stick-this-year/print/ [12/29/15] 
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Making and Keeping Financial Resolutions 
What you might do (or do differently) in the months ahead? 
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U.S. monetary policy officially changed course Wednesday. Federal 
Reserve officials voted to raise the federal funds rate by a quarter of a 
percentage point, ending an unprecedented 7-year period in which it 
was held near zero. Nearly ten years had passed since the central bank 
had adjusted interest rates upward.1 
The Federal Open Market Committee voted 10-0 in favor of the rate 
hike. It also raised the discount rate by a quarter-point to 1.0%.1 
Addressing the media after the FOMC announcement, Federal Reserve 
chair Janet Yellen shared the central bank’s viewpoint: “With the econo-
my performing well, and expected to continue to do so, the committee 
judged that a modest increase in the federal funds rate target is now 
appropriate, recognizing that even after this increase, monetary policy 
remains accommodative.”2 
   
Equities started the day with minor gains, then advanced further. 
The Dow Jones Industrial Average, S&P 500, and Nasdaq Composite 
respectively advanced 1.28%, 1.45%, and 1.52% Wednesday. The yield 
on the 2-year Treasury hit a 5-year high of 1.021%. Gold rose $15.20 to 
close at $1,076.80 on the COMEX.3,4 
As a December rate increase was widely expected, the real curiosity 
concerned the following press conference. Would Janet Yellen offer any 
hints about monetary policy in 2016?  
She offered one: she said she doubted that any interest rate hikes in 
2016 would be “equally spaced.” Aside from that remark, no new in-
sights emerged; Yellen reemphasized that the Fed does not plan to 
raise rates aggressively.2  
   
Investors gained more insight from the Fed’s latest dot-plot chart, which 
expresses the Federal Open Market Committee’s opinion on where the 
benchmark interest rate will be at near-term intervals. The new dot-plot 
forecasts four rate hikes during 2016, with the federal funds rate climb-
ing toward 1.5% by the end of next year (the median projection is 
1.4%).5  
The dot-plot revealed benchmark interest rate targets of 2.4% for the 
end of 2017 and 3.3% for the end of 2018, slightly lower than the previ-
ously stated targets of 2.6% and 3.4%.5 
That corresponds with the consensus of analysts surveyed by CNBC. 
Their expectation was for three quarter-point rate hikes across 2016, 
taking the federal funds rate toward 1%.6 
Some analysts wonder if the next rate hike might occur at the FOMC’s 
March meeting. Nothing could be gleaned about that from Yellen’s press 
conference or the new FOMC announcement.6  

With more tightening seemingly ahead, what is in store for the bull 
market? Bears may want to wait before making any gloomy pronounce-
ments. While rising interest rates are commonly assumed to impede a 
bull market, this is not always the case. In fact, the S&P 500 advanced 
15% during the last round of tightening (2004-06).7 
    
Could higher interest rates decrease inflation pressure? That is a 
distinct possibility, and that would hurt wage growth and business 
growth. The Fed would like to see inflation in the vicinity of 2%, yet the 
Consumer Price Index is up only 0.5% in the past 12 months, held in 
check by a 14.7% annualized retreat in energy prices and a 24.1% an-
nualized fall in gas prices. On the other hand, the Core CPI (minus food 
and energy prices) is up 2.0% in the past year.6 
      
The Fed may have made just the right move at the right time. If it 
had waited until 2016 to tighten, a collective “uh-oh” might have been 
heard from pundits and analysts, with comments along the lines of 
“Does the Fed know something about the economy that we do not?”  
As JPMorgan Private Bank chief U.S. investment strategist Kate Moore 
told CNNMoney this week, “Keeping interest rates at zero is enforcing 
the idea that the U.S. economy is fragile.” Years of easing certainly 
helped the bull market, though: Wednesday morning, the S&P 500 was 
202% above its March 9, 2009 bear market low.2,7 
        
Ultimately, the central bank felt the time had come for tightening. At 
Wednesday’s press conference, Yellen commented that data had led 
the Fed to raise rates – it had not made its move in response to any 
shifts in public opinion. “Consumers are in much healthier financial con-
dition” than they once were, she remarked. The rate hike certainly ex-
presses confidence in the economy, which could strengthen further in 
2016.2 
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The Fed Makes Its Move 

Wall Street rallies as interest rates rise for the first time since 2006. 
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