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Playing the Tax Refund Game 
 

At the end of the tax season our clients are always talking about what they received back as a tax refund or 
what they paid in on taxes.  If you had a surprise and owed more than $1,000 you may be in for even a 
bigger surprise as the IRS will ask that you start to send in estimated tax payments for the following year 
and if you don’t pay in enough, you can get hit with a penalty.  If you receive a refund, well that’s great, but 
if you look at it from a financial perspective, you gave the government a free loan for the year. 
 
Now many of our clients like to try to make the taxes owed and returned a zero sum game, where you 
don’t owe any money to the government and you don’t receive any refund from the government.  It’s a 
lofty goal, and tricky to execute, but here are a few tips to manage your tax withholding. 
 

 
Front Row Left to Right: Jennifer Young, Ashley Brown, CFP®, Briana Berndt 

Back Row Left to Right: Curt Brewer, CFP®,JD,  Rick Verthein, CFP® 

 

 

In our industry, everyone makes predictions.  Where 
will the market close, what will interest rates be, and 
will the Fed cut rates.  It’s inherent for clients, the 
media, other advisors to sometimes try to prove their 
skills to predict outcomes, but at the end of the day, 
we all know that no one knows the answers to those 
questions. 
 
As we wrap up 2Q and start the second half of the 
year, nearly no one was predicting the S&P 500 to be 
up 18%  (which is an annualized 36% rate of return!) 
or the ten year Treasury rate would go down to 2%  
leading to bond markets beings up 5% YTD.  So 
making investment and planning decisions off of 
predictions is futile and dangerous. 
 
Focus on the areas you can control: 
 
- Savings rates 
- Spending rates 
- Holding an adequate cash balance  
- Investing in a diverse allocation that makes sense 

for you. 
 
While we would welcome a market return during the 
second half as strong as the first, if it will happen is 
anyone’s guess.  
 

MARKET PULSE (As of 3.31.2019) 

Index YTD 1 year 3 year 5 year 

Dow Jones Ind Avg    15.4% 12.2% 16.8% 12.3% 

S&P 500 18.5% 10.4% 14.2% 10.7% 

MSCI EAFE  14.0% 1.1% 9.1% 2.2% 

Barclays Agg Bond  6.1% 7.9% 2.3% 2.9% 

Barclays Muni Bond  5.1% 6.7% 2.6% 3.6% 

Barclays High Yield  9.9% 7.5% 7.5% 4.7% 

FTSE 3-Mo T-Bill 1.2% 2.3% 1.4% 0.8% 
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1. You need to understand where your taxes are withheld and how to make changes.  You have the 

opportunity to have taxes withheld from two sources generally speaking, your earned income, so taxes 
that come out of your paycheck and retirement income, such as IRA distributions, social security, 
pension payments. 

 
2. Also generally speaking income from passive activities, like dividends, interest, rental income don’t 

withhold taxes, but you may owe tax on this income as well, so extra planning is needed if you have a 
lot of income from these sources. 

 

3. We find that there are two good times to review your taxes owed and withholding amounts and that is 
at the end of the year and June 30th.  The reason is that at the end of the year you obviously know your 
full tax picture, but June 30th you’ll have half of the year’s income paid, unless you get major bonuses, 
and you can see how you compare to last year.  So middle of the year is great time to make changes for 
the 2nd half of the year. 

 

So let’s say you want to make changes, how do you do that? 
 
On the employer side there is a form called a W4 which you can complete and change your withholding 
and it’s done by changing something called your “personal withholding allowances.”  Now everyone is 
different and the IRS has a great website that can help you determine what you should withhold, this can 
also be done with the help of your tax preparer.  When you cannot change the withholdings for your 
employer, you have to go directly to your investment firm, social security or the pension provider to 
update the withholdings, typically done on a % basis.  Again, everyone will have a different % to withhold, 
so it’s good to work with a tax professional to help determine the figure.  Then lastly, you can always send 
in an estimated payment directly to the IRS.  A lot of times we see this done in years where there are large 
transactions that can result in a sizeable tax, such as a sale of stock, business or real estate. 
 
Here is the IRS Withholding Calculator link that might help: 
 

https://www.irs.gov/individuals/irs-withholding-calculator 
 
 
With proper planning you can easily manage the balancing act of tax withholding and making tax payments 
during the year. 
 
 

 

http://www.bvgroupbaird.com/
https://www.irs.gov/individuals/irs-withholding-calculator
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2019 Mid-Year Outlook 
 

The whole 2019 Mid-year Outlook can be downloaded here: http://bit.ly/2XeLPgR, but here are a few 
highlights: 

• Evidence has improved, not Bullish, but risks remain.  

• Focus for second half is resiliency of U.S. economy and health of the broad market (domestic & 

international). 

• Recession risks remain low, US Growth is slowing but business conditions remain stable in the US.  

 

 
 

http://www.bvgroupbaird.com/
http://bit.ly/2XeLPgR
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The BV Group Happenings 

• Associate Financial Advisor, Ashley Brown, CFP® passed all of her Certified Divorce Financial 

Analysts exams and has achieved her CDFA® designation.  Please wish her congratulations on passing 

the four exams.    

 

• School is out for the summer!  Since every member of the BV group is blessed with children, this 

means that summer calendars can get hectic and most weeks we will not have a full team.  If any one 

team member is out, please don’t hesitate to leverage any member of the BV Group to take care of 

your financial needs. 

 

 

Upcoming Baird Wealth Strategies Calls 
 
- Baird Wealth Strategies –We will be sending invitations out to clients in targeted emails regarding topics that we feel that you might find 

interesting.  This will be done in order to avoid sending you excess email communication and keeping your inbox clean.  If however there is a 
topic you are interested or would like to know more about, please don’t hesitate to let us know.  All calls are at 12pm (CST) 
 

100th Anniversary Special – Thoughts and Answers from Baird’s Private Wealth Management Leadership 
Wednesday, July 17th 2019 

Noon-1:00pm 
 

Finance for the Greater Good 
Wednesday, August 14th 2019 

Noon-1:00pm 
 

Leveraging Baird Technology to Make your Finance Simple and Easy 
Wednesday, September 14th 2019 

Noon-1:00pm 
 

 
 

- Watch any previous Baird Wealth Strategy calls here:  https://www.bairdwealth.com/insights/wealth-
strategies 
 

http://www.bvgroupbaird.com/
https://www.bairdwealth.com/insights/wealth-strategies
https://www.bairdwealth.com/insights/wealth-strategies

