
2019: A Fresh Start

As we begin a new year, we would like to ex-
press gratitude from all of us at TrueWealth 
Advisors. We appreciate you and enjoy serv-

ing as your financial advisor. What we cherish the 
most, is the trust, friendship and meaningful rela-
tionships we are blessed to have with our clients.   
 
Through the emotional ups and downs that a year 
brings, we try to maintain a proper perspective and ap-
ply wisdom to your unique situation. We hope we have 
succeeded.
 

Our Investment Committee
Given recent market volatility, it is important to review 
the nature of our investment philosophy. Our expe-
rience has been that successful investing is goal-fo-
cused and planning-driven, while most of the failed 
investing we’ve observed was market-focused and 
performance-driven. Another way of making the same 
point is to tell you that the most successful investors 
we’ve known were acting continuously on a plan—tun-
ing out the fads and fears of the moment—while the 
failing investors we’ve encountered were continual-
ly (and randomly) reacting to economic and market 
“news.”
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Most of our clients—and we certainly include you in 
this generalization—are working on multi-decade and 
even multi-generational plans, for such great goals as 
education, retirement, and legacy. Current events in the 
economy and the markets are in that sense distractions 
of one sort or another. For this reason, we make no at-
tempt to infer an investment policy from today’s or to-
morrow’s headlines, but rather align clients’ portfolios 
with their most cherished long-term goals.

We don’t forecast the economy, make no attempt to time 
markets and cannot—nor, we’re convinced, can anyone 
else—consistently project future relative performance 
of specific investments based on past performance. In 
a nutshell, we are planners rather than prognosticators. 
We believe our highest-value services are planning and 
behavioral coaching—helping clients avoid overreact-
ing to market events both negative and positive.

Going back to 1980, the average annual intra-year de-
cline in the S&P 500 has exceeded fourteen percent. 
Yet even without counting dividends, annual returns 
have been positive in 29 of these 39 years, and the In-
dex has gone from 106 at the beginning of 1980 to 2506 
at year-end 2018. We believe the greatest lessons to be 
drawn from these data are that—historically, at least—
temporary market declines have been very different 
from permanent loss of capital, and that the most effec-

tive antidote to volatility has simply been the passage 
of time. We can’t predict that it will always work out this 
way. We can only fall back on the wisdom of the great in-
vestor and philanthropist John Templeton, who said that 
among the four most dangerous words in investing are 
“it’s different this time.”

The nature of successful investing, as we see it, is the 
practice of rationality under uncertainty. We’ll never have 
all the information we want, in terms of what’s about to 
happen, because we invest in and for an essentially un-
knowable future. Therefore, we practice the principles 
of long-term investing that have most reliably yielded 
favorable long-term results over time: planning; a ratio-
nal optimism based on experience; patience and disci-
pline. These will continue to be the fundamental building 
blocks of our investment advice in 2019 and beyond. 

Concerning our investment committee, we and our cli-
ents benefit from our investment committee meetings 
and consensus decisions on portfolio allocations. Our 
investment committee’s mandate is to help our clients 
make good decisions and capture excess returns over 
the long run. It is our job to sort through the flood of 
new products, the constant noise of the news cycle, and 
varying research updates – all to help find solutions that 
give you the best chance of realizing your goals. 

A big part of successful investing is avoiding mistakes 
and our committee’s framework (multiple advisors, opin-
ions and experiences) reduces the opportunity for per-
formance chasing or reactionary moves while highlight-
ing our best ideas. Equally important, this framework 
emphasizes a patient process and long-term mindset. 

Every week we are presented with new strategies and 
new challenges. This is on top of regular due diligence 
on our existing strategies and holdings. Site visits, meet-
ings, phone calls, and reviewing research are all part of 
the high level of activity that goes into building a portfolio 
to meet your needs.

What do we do?
We are a team-based financial planning firm. We build 
comprehensive financial plans as well as create, moni-
tor and rebalance in-house investment portfolios, seek-
ing to minimize taxes, maximize retirement income and 
help you and your family succeed.  

We believe our highest-value services are plan-
ning and behavioral coaching—helping clients 
avoid overreacting to market events both nega-
tive and positive.



In addition to daily investment management to preserve 
or accumulate wealth, we help you with the following:
• Retirement Income Planning (a tailored financial 

plan that brings order to your financial life)
• Asset Distribution Planning
• Social Security Modeling for personal income goals
• Cash Flow Modeling
• Pension analysis and counsel
• Estate and tax guidance to deal with the new law
• Life and Income Protection Insurance analysis and 

guidance
• Company 401k, 403b, 457 investment allocation 

advice
• Variable insurance and annuity investment alloca-

tion advice
• College planning and special needs planning (529, 

Coverdell and ABLE Accounts)
• Other financial counseling
• Educational workshops and seminars
• Professional Referrals: Accountant, Attorney and 

Business Consulting for Owners

We consider it important to talk with you regularly 
in-person or by phone/internet at least twice a year to 
review your portfolios and performance in relation to 
personal goals, learn about significant changes in your 
lives, answer your questions, address any concerns, 
and find out what other support or guidance we can 
add to our relationship with you. We want you to expe-
rience all that we have to offer.

Tax Planning
As a reminder, one of 2018’s headlines was the Tax 
Cuts and Jobs Act. While the number of tax brackets 
remained at seven, the rates were generally lowered, 
except for the minimum tax rate staying at 10%.

In addition to lower tax rates, the income thresholds 
were increased, particularly at the higher tax brack-
ets. In other words, the highest tax brackets now apply 
to fewer (higher-earning) Americans than it did previ-
ously.

For 2018, we had substantive tax reform for corpora-
tions, with the elimination of the corporate alternative 
minimum tax (AMT) and consolidation down to a single 
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Rate 2018 2019 Rate 2018 2019

10% - - 10% - -

12% $9,525.00 9,700.00 12% $19,050.00 $19,400.00

22% $38,700.00 39,475.00 22% $77,400.00 $78,950.00

24% $82,500.00 84,200.00 24% $165,000.00 $168,400.00

32% $157,500.00 160,725.00 32% $315,000.00 $321,450.00

35% $200,000.00 204,100.00 35% $400,000.00 $408,200.00

37% $500,000.00 510,300.00 37% $600,000.00 $612,350.00



21% tax rate (from 35%), all of which are permanent.  
However, when it comes to individuals, the new legis-
lation is a more modest reduction in taxes owed.  We 
believe this will introduce more tax planning complexity 
and opportunity for many.

In most cases, cuts are expected to be modest; how-
ever, much will depend on individual circumstances. 
Please see Chart A on the previous page to compare 
2018 and 2019 rates.

Due to the complexities of the new law, we are al-
ways happy to talk with you, but also encourage you to 
check with your tax advisor. Due to the government’s 
rule-making process, many experts are still struggling 
with the details of the bill. Other financial planning lim-
its are outlined in Chart B at the bottom of this page.
 

The Year in Review
2018 proved to be a “Tale of Two Cities” year, as in-
vestors were confronted with a range of contradictions: 
Unemployment ended the year at nearly a 50-year low 
and wages have been rising yet fears of a recession 
have increased. And corporate earnings were amaz-
ingly strong while stock prices sank sharply into correc-
tion territory by the end of the year. 

Ironically, 2018 was relatively calm until the fourth 
quarter. Outside of a brief correction in January and 
February driven by fears of rising interest rates, inves-
tors focused on an accelerating economy and strong 
earnings growth. Stock prices rose to record levels by 
the end of the summer.

Chart B: Financial Planning Limits 2018 2019
Limit on employee contributions to 401k, 403b or 457 plan  $18,500  $19,000 

Limit on age 50+ catchup contributions to 401k, 403b or 457 plan  $6,000  $6,000 

SIMPLE 401k or SIMPLE IRA contributions limit  $12,500  $13,000 

SIMPLE 401k or SIMPLE IRA age 50+ catchup contributions limit  $3,000  $3,000 

Highly Compensated Employee (HCE) definition  $120,000  $125,000 

Maximum annual additions to all defined contribution plans by the 
same employer  $55,000  $56,000 

Traditional and Roth IRA contribution limit  $5,500  $6,000 

Traditional and Roth IRA age 50+ catchup contribution limit  $1,000  $1,000 

Deductible IRA income limit, active participant in workplace reirement 
plan - SINGLE  $63,000 - $73,000  $64,000 - $73,000 

Deductible IRA income limit, active participant in workplace reirement 
plan - MFJ  $101,000 - $121,000  $103,000 - $123,000 

Deductible IRA income limit, spouse is active participant in workplace 
reirement plan  $189,000 - $199,000  $193,000 - $203,000 

Roth IRA income limit, single  $120,000 - $135,000 $122,000 - $137,000

Roth IRA income limit, married filing jointly  $189,000 - $199,000 $193,000 - $203,000

FSA Contribution Limit  $2,650 $2,700

HSA Contribution Limit, single coverage  $3,450 $3,500

HSA Contribution Limit, family coverage  $6,900 $7,000



U.S. economic growth was quite strong in 2018, helped 
in no small part by the 2017 tax cuts. At the beginning 
of the year, we believed real U.S. gross domestic prod-
uct growth would reach 3%. This level was much high-
er than consensus estimates, but it did come to pass. 
We also expected corporate earnings growth to rise 
but were surprised by the incredible S&P 500 earnings 
per share growth of 22.6% year over year.

What happened in the 4th Quarter? Stocks may have 
reached overbought levels by the end of the summer, 
so it wasn’t shocking to see a selloff. But the magni-
tude of the decline was surprising. We see two prima-
ry drivers of the 4th Quarter selloff. First is a genuine 
fundamental issue of higher interest rates and infla-
tion. Neither has been moving strikingly higher, but 
they have advanced over the last 12 months, com-
pressing equity valuations. Second, consider a large 
list of worries: concerns over slowing economic and 
earnings growth and trade issues are the most prom-
inent, but investors are also worried about Brexit, the 
Italian budget stalemate, falling oil prices, political 
dysfunction and uncertain Federal Reserve policy.  

The 2019 Outlook
According to Brian S. Wesbury – Chief Economist for 
www.ftportfolios.com, 2019 will be challenging, but 
those who stay invested in the year ahead should earn 
substantial rewards. Please see their 2019 outlook here: 

Early in 2018 we said the US economy has gone from 
being a Plow Horse to Kevlar. Nothing that has been 
thrown at the economy since – neither trade conflicts 
nor tweets, not higher short-term interest rates nor the 
correction in stocks – is likely to pierce that armor. 

A year ago, the economic consensus was that real GDP 
would grow 2.5% in 2018. And yes, that was after the tax 
cuts were passed. By contrast, we were more optimistic, 
projecting that real GDP would be up 3.0% in 2018. If 
we plug in our forecast for 2.0% real GDP growth in the 
fourth quarter, the economy will have grown 2.9% for 
the year. If, instead, we use the Atlanta Fed’s estimate 
of 2.7% for Q4, we’d get 3.1% for the year. Either way, 
we just about nailed it.

Now, the same consensus that a year ago suggested 
the economy would only grow 2.5% in 2018 with the tax 
cuts is saying the economy is going to slow down to a 
pace of 2.3% in 2019, in part because of the supposed 
reduction in stimulus related to those very same tax cuts. 

Once again, we’re not buying it. The benefits to growth 
from having a lower tax rate on corporate profits and 
less regulation are going to take years to play out. Com-
panies and investors around the world have only begun 
to react to the US being a more attractive place to oper-
ate. As a result, we’re forecasting another year of 3.0% 
economic growth. 

Further, we expect the unemployment rate to keep 
gradually falling, as continued job growth offsets an 
expanding labor force to push the jobless rate down 
to 3.3%, the lowest since the early 1950s. Last year 
the consensus predicted the jobless rate would de-
cline to 3.8% in 2018; we predicted 3.7%. Right now, 
it’s already 3.7% and we think a drop to 3.6% is likely 
for December when that report comes out January 4. 
 
On inflation, it looks like we’ll finish this year with the 
Consumer Price Index up about 2.0%, although it would 
have been higher were it not for what we think is a tem-
porary downdraft in oil prices. The consensus had pro-
jected 2.1% and we had been forecasting 2.5%. Look 
for a rebound in oil prices and ample monetary liquidity 
to help push the CPI gain to 2.5% in 2019, which would 
be the largest gain since 2011. 

The tricky part is what to expect from the Federal Re-
serve in 2019. Based on our economic projections, and 
if the economy were the Fed’s only consideration, we 
could get as many as four rate hikes in 2019. After all, 
nominal GDP growth – real GDP growth plus inflation – 
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is up 5.5% in the past year and up at a 4.8% annual rate 
in the past two years. Raising rates four times in 2019, 
which is more than any Fed decision-maker projected at 
the last meeting in December, would only take the top 
of the range for the federal funds rate to 3.5%, still well 
below the trend in nominal GDP growth. 

But we think the Fed will have a two-part test for rate 
hikes in 2019. First, as we just explained, the economy 
itself. Second, the yield curve. We think the Fed will be 
very reluctant to see the federal funds rate go above 
the yield on the 10-year Treasury Note and will strive to 
avoid either an active or passive inversion of the yield 
curve. An active inversion would be the Fed directly 
raising the federal funds rate above the 10-year yield; 
a passive inversion would be raising the federal funds 
rate so close to the 10-year yield that normal market 
volatility could send the 10-year lower than the funds 
rate. 

As a result, we think the Fed will want to leave a “buffer 
zone” between the 10-year and the funds rate of about 
40 basis points. So, for example, if the 10-year yield 
stays near its current level throughout all of 2019, we 
could end up with no rate hikes at all in spite of eco-
nomic conditions.

Our projection, though, is that the 10-year yield moves 
higher to reflect more strength and resilience than the 
consensus now expects. If the 10-year yield finishes 
2019 at 3.40%, as we expect, that would leave room 
for two rate hikes, maybe three. 

For the stock market, we expect a soaring bull market, 
with the S&P 500 reaching the 3100 we projected for 
2018 a year ago. Yes, we know that sounds bold, but 
our Capitalized Profits Model is screaming BUY. 

The model takes the government’s measure of prof-
its from the GDP reports divided by interest rates to 
measure fair value for stocks. Our traditional measure, 
using a current 10-year Treasury yield of about 2.75% 
suggests the S&P 500 is still massively undervalued.
But if we use our forecast of 3.40% for the 10-year yield, 

the model says fair value for the S&P 500 is 3100. And 
that leaves room for equities to go even higher if, as we 
think, profits move higher next year, as well. The model 
needs a 10-year yield of about 4.35% to conclude that 
the S&P 500 is already at fair value, with current profits.

The bottom line is that we’re calling for the S&P 500 to 
finish at 3,100 or higher next year, which would repre-
sent a nearly 25% gain from the stock market closing 
in 2018. The Dow Jones Industrial Average should end 
the year at 28,750.

Yes, this is likely to be one of the most optimistic fore-
casts you see, if not the most optimistic one of all. But, 
in the end, we do best by our readers when we tell 
them exactly what we think is going to happen, without 
altering our projections so we can run with the safety 
of the herd. Grit your teeth if you have to; those who 
stay invested in the year ahead should earn substantial 
rewards.

Financial Planning in 2019
Personal financial security is a high priority for each of 
our clients. We seek to help you achieve personal fi-
nancial security by taking a holistic approach – looking 
at your entire financial picture, not just one aspect or 
another. In order for this approach to work, we, togeth-
er with our clients, must remain vigilant in following the 
six steps of the financial planning process. Oftentimes, 
the one step that gets overlooked is the sixth step – the 
annual financial checkup.

What is the annual review and why is it so important? In 
short, the annual review is the opportunity to measure 
your progress against your plan of action. It’s also a 
time for us to examine the many changes that typically 

We seek to help you achieve personal finan-
cial security by taking a holistic approach – 
looking at your entire financial picture, not 
just one aspect or another.



occur in any given 12-month period and then readjust 
your financial plan, charting a new course if need be or 
further affirming your progress towards your personal 
financial goal achievement.
 
In many cases, we are setting “standing” appoint-
ments, whether the meetings are quarterly, semi-an-
nually or annually – setting the next meeting before 
you leave the current one. These meetings are nec-
essary to review short-term goals, examining what, 
if anything, may have changed. In some cases, our 
conversations will focus on your investment portfolio 
where in others we may suggest changes based on 
certain life events. The birth of a child or grandchild 
may require a discussion about 529 plans. A mar-
riage, divorce or death may require changing bene-
ficiary designations on retirement accounts and life 
insurance policies. Maturing Certificates of Deposits 
may have you looking for better rates.

Besides reviewing family developments, we also 
like to address regulatory and other changes 
that could affect your financial plan. 2019 annu-
al reviews will be a great chance to review chang-
es in the federal estate tax and income tax laws. 

Final Thoughts
Thank you for the opportunity to work together over 
the past year. We are honored and privileged to 
serve as the trusted advisor to so many wonderful 
client households and pledge to continue our devel-
opment in this most interesting and challenging of 
professions. 

TrueWealth Advisors

In 2018, our firm was voted “Best Financial Advisor” in 
Birmingham Magazine’s 2018 poll of “best people and 
places in the greater Birmingham area”. Further, we 
earned the #4 spot in Birmingham Business Journal’s 
Fast Track 30 list, which ranks businesses based on av-
erage growth over the past 3 years.

2018 also marked the beginning of our shift to a new 
custodial platform for advisory accounts, making True-
Wealth Advisors, LLC an independent SEC-Registered 
Investment Advisor (RIA) firm. As we enter 2019, we will 
be reflecting on the wonderful relationships we enjoyed 
in the last year and will be looking forward to making this 
year even better!

Advisory Services offered through TrueWealth Advi-
sors LLC, a Registered Investment Advisor. Securities 
offered through ProEquities, Inc., a Registered Broker/
Dealer, and member FINRA and SIPC. TrueWealth Ad-
visors LLC, is independent of ProEquities, Inc.



BIRMINGHAM
2000 SouthLake Park, Suite 200

Birmingham, AL 35244

Phone: (205) 588-4800

Fax: (205) 383-2494

MONTGOMERY 
1713 Taliaferro Trail

Montgomery, AL 36117

Phone: (334) 286-9806

Fax: (334) 284-9910

2000 SouthLake Park, Suite 200

Birmingham, AL 35244
INSIDE: OUR 2019 CLIENT LETTER
Whether it’s looking back at last year’s market behavior, outlining our investment philosophy, analyzing 
important tax considerations, looking at the year ahead, or simply encouraging you to make the most of 
the resources we provide, this annual letter is packed with insightful information directly from the desk of 
your financial advisors at TrueWealth Advisors LLC.


