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BRAVELY OPENING THE DOOR TO 2021
As we enter 2021, we would like to express sincere thanks from all of us at TrueWealth 
Advisors.  We appreciate you and enjoy serving as your financial advisor.  Since our last 
Annual Letter, we faced challenges never seen before and as of this writing, many of 
those remain. As we bravely open the door to 2021, we cherish the trust, friendship, and 
meaningful relationships we are blessed to have with our clients.  Through the emotion-
al ups and downs that the most recent year brought, we tried and will continue to try to 
maintain a proper perspective and apply wisdom to your unique situation.  We hope we 
have succeeded.

The whipsaw of 2020 crystalized our need for long-term planning strategies. Long-term 
investments face volatility, and to pursue your long-term goals, it is vital to not overreact 
to one day, one week or even one month of market movement. In April 2020, we shared 
our expectations for the remainder of 2020:

1. Markets react swiftly to new information. 
2. Governments and central banks will likely step in to prevent  

financial difficulties from spreading throughout the economy. 
3. Investors should be prepared for price spikes or declines in  

the availability of certain goods. 
4. Historically, viruses run their course. 
5. Work stoppages will not last forever. 
6. Global economic growth is likely to slow.
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These key points have largely held true. The 
market has reacted more swiftly than ever to new 
information and technological improvements and 
Governments and their Central Bank counter-
parts have opened the spigot to keep stimulus 
flowing. However, the virus is still not controlled 
as we have seen enormous spikes since Thanks-
giving and work stoppages remain in certain 
states and municipalities.

What this means for us is that while we did not 
know COVID-19 was coming this year, we did 
dedicate time, energy, and resources to prepare 
our firm for a disruption. We built and continue to 
build a state-of-the-art technology platform that 
allows us to deliver real-time client communi-
cation tools including video conferencing, port-
folio stress testing tools and real time financial 
plan adjustments, client portal access, managed 
phone systems for constant contact, and sched-
uling tools.  Through robust business continuity 
plans and everything we do being cloud-based; 
our team is business as usual in terms of serving 
our clients.

OUR INVESTMENT COMMITTEE
In 2020, we saw firsthand that successful invest-
ing is goal-focused and planning-driven, while 
most of the failed investing was market-focused 
and performance-driven. Another way of making 
the same point is to tell you that the most suc-
cessful investors we have known were acting 
continuously on a plan—tuning out the fads and 
fears of the moment—while the failing investors 
we’ve encountered were continually and ran-
domly reacting to economic and market “news.”

ADVICE WITH A HIGHER PURPOSE

Current events in the economy and the markets 
are in that sense distractions of one sort or anoth-
er. For this reason, we make no attempt to infer 
an investment policy from today’s or tomorrow’s 
headlines, but rather align clients’ portfolios with 
their most cherished, long-term goals.

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

Concerning our investment committee, we and 
our clients benefit from our investment committee 
meetings and consensus decisions on portfolio 
allocations.  Our investment committee’s man-
date 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 ideas, 
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 mis-
takes, and our committee’s framework (multiple 
advisors, opinions, and experiences) reduces 
the opportunity for performance chasing or reac-
tionary moves while highlighting our best ideas. 
Equally important, this framework emphasizes a 
patient process and long-term mindset. 

WHAT DO WE DO?
We are a team-based financial planning firm.  We 
build comprehensive financial plans as well as 
create, monitor, and rebalance in-house invest-
ment portfolios, seeking to minimize taxes, max-
imize retirement income, and help you and your 
family succeed.  

We believe our highest value services are 
planning and behavioral coaching—help-
ing clients avoid overreacting to market 
events both negative and positive.
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In addition to daily investment management to 
preserve or accumulate wealth, our core services 
are:
• Retirement Income Planning (A tailored fi-

nancial plan that brings order to your finan-
cial life.)

• Asset Distribution Planning
• Social Security Modeling for personal in-

come goals
• Pension analysis and counsel
• Life and Income Protection Insurance analy-

sis and guidance

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, ad-
dress any concerns, and find out what other sup-
port or guidance we can add to our relationship 
with you. We want you to experience all that we 
have to offer.

TAX PLANNING
2021 Standard Deduction – The Standard Deduc-
tion for Single filers will increase by $150 and by 
$300 for Married Filing Jointly:

Federal Income Tax Planning Limits 2020 2021
Limit on employee contributions to 401k, 403b or 457 plan  $19,500  $19,500 

Limit on age 50+ catchup contributions to 401k, 403b or 457 plan  $6,500  $6,500 

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

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

Highly Compensated Employee (HCE) definition  $130,000  $130,000 

Maximum annual additions to all defined contribution plans by the 
same employer  $57,000  $58,000  

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

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

Deductible IRA income limit, active participant in workplace retirement 
plan - SINGLE  $65,000  -  $75,000  $66,000 - $76,000  

Deductible IRA income limit, active participant in workplace retirement 
plan - MFJ  $104,000 - $124,000  $105,000 - $125,000  

Deductible IRA income limit, spouse is active participant in workplace 
retirement plan  $196,000 - $206,000  $198,000 - $208,000 

Roth IRA income limit, single  $124,000 - $139,000  $125,000 - $140,000  

Roth IRA income limit, married filing jointly  $196,000 - $206,000  $198,000 - $208,000 

FSA Contribution Limit  $2,750  $2,750 

HSA Contribution Limit, single coverage  $3,550  $3,600 

HSA Contribution Limit, family coverage  $7,100  $7,200  

2021 Standard Tax Filing Deduction
Filing Status: Deduction Amount:
Single $12,550 

Married Filing Jointly $25,100 

Head of Household $18,800 
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THE YEAR IN REVIEW
2020 was a volatile year for stocks. The Dow 
Jones Industrial Average1 closed 2020 at a pos-
itive 7.25% after starting the year at 28,868.80, 
reaching a low of 18,213.65 and powering to an 
all time record close to end the year at 30,606.48. 
The S&P 5001 closed 2020 at a positive 16.26% 
after starting the year at 3,257.85, reaching a low 
of 2,191.86 and also closing 2020 at a record of 
3,756.07. The tech heavy Nasdaq1 closed 2020 
at a positive 43.64% after starting the year at 
9,020.77, reaching a low of 6,631.42 and a high 
of 12,973.33 to close the year at 12,888.28. How-
ever, disparities can be seen in the 11 economic 
sectors to the right, showing the real winners and 
losers of the COVID-19 pandemic.

Concerning fixed income (bonds), 
the Barclays US Agg Bond Index is 
an index composed of the total U.S. 
investment-grade bond market. Af-
ter suffering a steep decline of over 
6.5% from 3/09/20 to 3/19/2020, it 
finished 2020 up (+7.33%).  

COVID-19 defined the course of the 
economy and the markets in 2020. 
Enacted to stem the spread of the 
virus, the government-imposed lock-
downs that swept the country this 
year took a historic toll on the U.S. 
and global economy. And even with 
a start-and-stop recovery under way, 
the pandemic has left in its wake 
scars that will take time to fully fade.
 
At its worst point this year, gross do-
mestic product (GDP) in the second 
quarter this year sank by a record 
31.4% on an annualized basis; more 
than three times the previous record 
contraction of 10.0% annualized in 
1958.

But the record contraction was met with a record 
infusion of stimulus, as lawmakers and central 
bank officials stepped in to try and provide support. 
The Federal Reserve slashed U.S. benchmark in-
terest rates to zero, re-started an aggressive pro-
gram of asset purchases and unleashed a suite of 

2021 Federal Income Tax Rate: Single
If taxable income is: Your tax is:
Not over $9,950 10% of taxable income

$9,951 to $40,525 $995 plus 12% of the excess over $9,950

$40,526 to $86,375 $4,664 plus 22% of the excess over $40,525

$86,376 to $164,925 $14,751 plus 24% of the excess over $86,375

$164,926 to $209,425 $33,603 plus 32% of the excess over $164,925

$209,426 to $523,600 $47,843 plus 35% of the excess over $209,425

Over $523,600 $157,804.25 + 37% of the excess over $523,600

2021 Federal Income Tax Rate: Married
If taxable income is: Your tax is:
Not over $19,900 10% of taxable income

$19,901 to $81,050 $1,990 plus 12% of the excess over $19,900

$81,051 to $172,750 $9,328 plus 22% of the excess over $81,050

$172,751 to $329,850 $29,502 plus 24% of the excess over $172,750

$329,851 to $418,850 $67,206 plus 32% of the excess over $329,850

$418,851 to $628,300 $95,686 plus 35% of the excess over $418,850

Over $628,300 $168,993.50 + 37% of the excess over $628,300

Disparities Seen in Economic Sectors
Sectors2: 2020 % Change2: 
Communication Services 26.91%

Consumer Discretionary 29.63%

Consumer Staples 10.15%

Energy -32.51%

Financials -1.68%

Health Care 13.34%

Industrials 10.96%

Information Technology 43.62%

Materials 20.52%

Real Estate -2.11%

Utilities 0.57%

The coronavirus pandemic has split the 
economy in two and the clear winners are 
interest rate sensitive sectors of the econ-
omy like housing and the stock market.
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the S&P 500 is 4,200 (up about 15% from last Fri-
day), and we expect the Dow Jones Industrial Av-
erage to rise to 35,000.

We rely on our Capitalized Profits Model. The mod-
el takes the government’s measure of profits from 
the GDP reports, discounted by the 10-year US 
Treasury note yield, to calculate fair value. And, last 
week, corporate profits for the third quarter were 
reported at a record high, up 3.3% from a year ago.

The question is: what discount rate should we use? If 
we use the current 10-year Treasury yield of 0.84%, 
our model suggests the S&P 500 is grossly under-
valued. But this is because the Federal Reserve is 
holding the entire interest rate structure at artificially 
low levels. Using these rates distorts valuations.

Using third quarter profits, it would take a 10-year 
yield of 2.8% for our model to show that the stock 
market is currently trading at fair value. And that 
assumes no further growth in profits.

Right now, despite Fed pressure to hold rates 
down, we expect the 10-year note to finish 2021 in 
the range of 1.25% to 1.5%. Nonetheless, we have 
chosen to use a more conservative 2% discount 
rate in our Capitalized Profits model. Using third 
quarter 2020 profits, that creates a fair value esti-
mate for the S&P 500 of 5,150. And this does not 
consider the highly likely boost to profits in the year 
ahead. As a result, we believe our year-end 2021 
forecast of 4,200 is easily within reach.

Despite Fed pressure to hold rates down, we 
expect the 10-year note to finish 2021 in the 
range of 1.25% to 1.5%.

emergency lending facilities. And on Capitol Hill, 
congressional lawmakers authorized a $2.2 trillion 
stimulus package offering direct checks to individ-
uals, enhanced unemployment benefits, state and 
local government aid and funds for small business, 
among a host of other provisions. And another re-
lief package for $900 billion was just signed by 
President Trump.

Helped by stimulus and a slow rollback of virus-re-
lated restrictions, the U.S. economy grew at a re-
cord 33.4% annualized rate in the third quarter 
this year. Overall output, however, remains below 
pre-pandemic levels.

THE 2021 OUTLOOK
According to Brian S. Wesbury – Chief Economist 
for www.ftportfolios.com, those who stay invested 
in the year ahead should earn substantial rewards.  
Please see their 2021 outlook below:

In December 2019, we made a year-end 2020 
forecast of 3,650 for the S&P 500. (With the index 
closing year-end at 3,732, that looks like a very 
good call.)

But we would be fibbing if we didn’t admit to get-
ting whipsawed by COVID-19. In the spring the 
S&P 500 fell as low as 2,192, pricing in a mas-
sive drop in corporate profits. We remained bullish 
but revised our year-end forecast down to 3,100. 
Then, in August, after analyzing data on COVID-19 
and assessing the actual impact of shutdowns on 
growth and profits, we lifted our year-end S&P tar-
get for 2020 back to 3,650. 
 
For next year, the fundamentals continue to sug-
gest a bullish outlook. Our year-end 2021 call for 
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Obviously, the year ahead is not without risk. 
Perhaps the various vaccines will be rolled-out 
more slowly than anticipated. Perhaps, the Geor-
gia Senate elections in early January result in a 
House, Senate, and White House that all agree to 
more aggressive tax hikes than markets currently 
anticipate. Perhaps, perhaps, perhaps.

More likely, we anticipate the vaccines will work 
roughly as advertised, and businesses will con-
tinue to improve in handling the obstacles posed 
by the illness and government shutdowns alike. 
Meanwhile, the Senate should remain a check on 
aggressive tax hikes, and the federal courts may 
curb excesses in regulation. New entitlements? 
Highly unlikely. In addition, it looks like trade con-
flicts with other countries will ease.

We have been bullish since 2009, not because 
we are perma-bulls, as our detractors like to say, 
but because the fundamentals say we should be. 
Profits and interest rates drive stocks, we let these 
factors determine our outlook. Not politics, not 
fear, not greed...just math.

FINANCIAL PLANNING IN 2021
Personal financial security is a high priority for 
each of our clients. We seek to help you achieve 
personal financial security by taking a holistic ap-
proach – looking at your entire financial picture, 
not just one aspect or another. For this approach 
to work, we, together 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 fi-
nancial checkup.

What is the annual review and why is it so import-
ant? In short, the annual review is the opportuni-
ty to measure your progress against your plan of 
action. It’s also a time for us to examine the many 
changes that typically occur in any given 12-month 
period and then readjust your financial plan, chart-
ing a new course if need be or further affirming 
your progress towards your personal financial 
goal achievement.

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 discus-
sion about 529 plans. A marriage, divorce, or death 
may require changing beneficiary designations on 
retirement accounts and life insurance policies.  
Maturing Certificates of Deposits (and today’s low 
rates) may have you looking for better rates.

As 2020 has ended positive, it is important to note 
that 2021 Required Minimum Distributions (de-
ferred in 2020) from IRAs will be high. This pres-
ents a unique planning opportunity to preserve 
and protect your hard-earned assets. Many may 
discover that retirement income needs have been 
overfunded. As a result, the IRA once thought to 
be your main source for retirement income is now 
unneeded and an asset you would like to leave to 
your heirs. 

However, tax laws force you to withdraw a mini-
mum amount from your IRA each year (after 72), 
forcing you to deplete the IRA, accelerating as you 
grow older. 

There are strategies designed to help you reposi-
tion your IRA distributions into a more tax-efficient 
vehicle at death. When done properly, distribu-
tions from an IRA can help you manage your tax 
liability and maximize the amount that passes to 
your beneficiaries free of income and estate taxes. 
Please let us know if you view your RMDs as un-
needed and we can discuss options for you.

Maturing Certificates of Deposits (and to-
day’s low rates) may have you looking for 
better rates.
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FINAL THOUGHTS
In 2021, we will continue to conduct reviews with 
our clients and will be reaching out to you soon 
to schedule a meeting – based on your comfort 
(i.e. in-person, phone meeting or virtual meeting).

Please be on the lookout for other enhancements 
as well, with the most important item being an 
improved client portal/app. From planning to per-
formance and a secure document vault, this por-
tal will provide the tools you need to view and 
manage all the most important elements of your 
financial lives in a single, secure portal.

Thank you for the opportunity to work together 
over the past year.  We are honored and privi-
leged to serve as the trusted advisor to so many 
wonderful client households and pledge to con-
tinue our development in this most interesting 
and challenging of times.

Footnote: 1. https://www.wsj.com/market-data/
stocks/us/indexes 2. https://eresearch.fidelity.
com/eresearch/markets_sectors/sectors/sec-
tors_in_market.jhtml

Please let us know if you view your 2021 
RMDs as unneeded.



2000 SouthLake Park, Suite 200
Birmingham, AL 35244

2021 CLIENT LETTER INSIDE
Advisory Services offered through TrueWealth Advisors LLC, a Registered Investment 
Advisor. Securities offered through ProEquities, Inc., a Registered Broker/Dealer, and 
member FINRA and SIPC. TrueWealth Advisors LLC, is independent of ProEquities, Inc.


