2Q:2018

Giving More To Loved Ones – Tax-Free

W

hile it may be better to give
than to receive, as the adage
contends, both givers and
receivers should be happy with the new
tax law. The annual amount you can
give someone tax-free has been raised
to $15,000, from $14,000 in 2017.
Exempting $15,000 annually
from gift tax, over time, transfers a
lot of wealth to those you care about
during your lifetime, while avoiding
the tender mercies of the tax man,
and married couples can have
double the fun.
Take the example of a husband
and wife with three married children
and six grandchildren. The husband
can give $15,000 each to his married
children and the same amount to
their spouses, and also $15,000 to
the half-dozen grandchildren —
totaling $180,000 — and his wife can
do the same for the same 12
beneﬁciaries. The grand total is
$360,000 per year. No federal tax will
be levied on these transfers of your
wealth to family as well as friends.
In addition, you can give more
than the annual exemption caps for
college savings. The Tax Cuts and Jobs

Act (TCJA) permits bunching ﬁve
years of $15,000 annual gifts into one
year, by plugging it into a 529 college
savings plan for a child or grandchild.
That’s $75,000 in total. Assets in 529
savings plans grow tax-free, if used to
pay qualiﬁed education expenses.

Gifts made during your lifetime
reduce your exemption from tax on
your estate. The TCJA more than
doubled the estate tax exemption in
2018 from $5.5 million to $11.2
million for individuals, and from $11
million to $22.4 million for couples.
All of these new levels will increase
with inﬂation, though the formula
annually adjusting inﬂation is less

generous than before.
Lifetime gifts can be made directly
or through trusts. With a trust, you
place the gift of cash, securities, or
other assets in an entity set up to make
the transfer of wealth fter you die. The
assets in the trust avoid probate court,
and makes the transfer faster, less
costly, less likely to be contested,
and generally more sure-footed.
Trusts can inﬂuence the values of
your progeny by requiring the
money you leave to be spent for
religious, philosophical, or any
variety of educational activities.
A trust also shields assets left to
your heirs from lawsuits and
business creditors. Should your
grandchild get divorced, the trust
money is shielded.
The friendlier tax treatment of
transfers under the TCJA affects your
estate plan and how your assets will
be spent after you are gone, but it
also may change your plan for
gifting during your lifetime. Giving
assets during your lifetime can be
satisfying because you can witness
your impact and inﬂuence on the future
of your family. ●

Tax Deductions In 2018

In high-price locales, it is.
Home equity inter st. You no longer
can deduct interest paid on home equity
loans, unless it is used to improve the
dwelling. Many people use such loans,
which are secured by heir homes, to pay
for college tuition or new cars. If a home
equity loan nd the mortgage totals more
than $750,000, he amount over that limit
can’t be deducted.
ELIMINATED DEDUCTIONS
Personal exemption. Exemptions,
which lowered your income by $4,050 per
person — usually family members — are
gone. For some families with children
over 17, who can’t take advantage of he
expanded tax credit, the elimination of he
personal exemption will be a net loss.
Alimony. For divorce and separation
agreements made after 2018, alimony
payments will no longer be deductible.
The deduction is helpful to paying ex-

spouse who is short on funds.
Casualty and theft losses. If your
house burned down or a crook took your
wallet, you could deduct the loss not
covered by insurance to he extent it
exceeded 10% of your income. Under the
new law, only casualty losses suffered in a
natural disaster declared by the president
are deductible.
Job expenses. Continuing education,
medical tests and licensing fees previously
were write-offs. Not nymore.
Moving expenses. Before, you could
deduct these if you oved to start a new
job and it was a good distance (that varies
by circumstances, but typically eant 50
miles away) from your old home. Now,
that is gone, unless you re in the military.
Tax prep. Depending on the
complexity of the return, these fees can
amount to more han $500. Uncle Sam no
longer will let you deduct them, though. ●

(Continued from page 1)

deduct for SALT levies was unlimited. If
you live in place with high state and
local taxes and home prices, you’re hit
hard. If you earn more han $100,000 in
adjusted gross income and live in
California, Connecticut, Maryland, New
Jersey, New York or Oregon, you’re ery
likely to see a material hike in your
nnual federal tax liability for at least the
next decade.
Mortgage interest. You can
continue to deduct this interest for ﬁrst
and second homes. The change: For
mortgages dated after Dec. 14, 2017,
only the interest on the ﬁrst $750,000 of
debt is deductible. Before that date, the
$1 million ceiling still applies. In places
where home prices and, thus, ortgages,
are low, that is not as much of a concern.
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A Guide To The New Rules
On Tax Deductions In 2018

U

ncle Sam giveth, and Uncle Sam
taketh away. The new federal tax
code, which went into effect in
2018 and affects the return you’ll ﬁle in
spring 2019, lowers taxes by expanding
some deductions, but restricts or outright
eliminates others.
Deductions lower your taxable
income so you pay less tax. Here’s how
deducting items from your income were
expanded, restricted, or eliminated.

EXPANDED DEDUCTIONS
Standard deduction. The standard
deduction is the amount you can subtract
from your taxable income if you don’t
itemize — that is, individually deduct
items like mortgage interest, charitable
donations, and car loans. Nearly doubling
the standard deduction to $24,000 for
joint ﬁlers and $12,000 for singles pushes
it up from $12,700 and $6,350,
respectively. Fewer than half of taxpayers
who itemized their 2017 return are
expected to itemize their 2018 return. If
you ﬁle using the standard deduction,
preparing your return will be much
simpler. If the standard deduction is less
than the total of your itemized deductions,
you’ll still want to ﬁle by itemizing,
subject to the rules below.
Medical expenses. If you itemize
deductions, medical expense deductions

will be more generous. For tax years
2017 and 2018, medical outlays in excess
of 7.5% of your adjusted gross income
are deductible. Starting in 2019, the
threshold rises to the previous level of
10%. Congress is widely expected to
consider extending the 7.5% threshold or
making it permanent.
Alternative minimum tax. This very
unpopular parallel tax system has been
reined in and will zap fewer Americans in
2018. The AMT started
in 1982 as an effort to
reduce loopholes open to
ultra-high-income
earners, but its net
gradually spread and it
affected more
individuals. In the 1990s,
Congress hiked the AMT
tax rate, stiffening its
cost. Under the AMT, the
standard deduction and
deductions for state and
local income taxes are lost. With the new
law, your exemption — the amount you
can subtract from your AMT liability — is
much larger. Previously, $54,300 was
exempt for a single-ﬁler and $84,500 for a
married couple ﬁling jointly. Respectively,
the exemptions increased by almost a
third, to $70,300 and $109,400.
Child tax credit. This actually is not
a deduction against your income. It’s a
credit on your tax bill. A credit reduces
your tax bill dollar for dollar. The credit
for children under age 17 was raised to
$2,000 from $1,000.
RESTRICTED DEDUCTIONS
State and local taxes. Lawmakers
placed a $10,000 cap per return on
deductions for state and local taxes
(SALT). Till now, the amount you could
(Continued on page 4)
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y name is Kyle Cernetig and I
am a tax associate at the
Mosaic Financial Group. I
started working with Mosaic in
February of 2017 as an intern, and was
hired fulltime
following that
busy season.
Having
previously
worked in the
marketing,
technology,
and banking
industry, I can honestly say Mosaic
has been the most professional and
best experience of my business career.
I grew up in McCook, a southwest
suburb of Chicago where I attended
and graduated from Lyons Township
High School in 2012. While there, I
was a member of the football and
lacrosse teams. After high school, I
attended Drake University before
transferring to Loyola University
Chicago, graduating with my
Bachelors of Business Administration
with a Major in Finance and a Minor
in Business Management. I look
forward to continuing my education
to expand my knowledge base, so I can
better serve our clients.
In my free time I enjoy
woodworking and working out in
the yard. Since moving to this
beautiful city, I have had to substitute
these hobbies with space conscious
ones, such as dabbling in the stock
market.

Six Tips To Avoid Phishing Scams

The Interest Rate Inflection Point And Your Portfolio

Fake news” has exacted a high
cost to American culture and
political discourse, but the
internet fakery that costs you time
and money is phishing, emails
diabolically aimed to trick you into
opening your personal data to crooks
and miscreants.
Phishing is the practice of emailing
people purporting to be a reputable
company to fool people into revealing
passwords, credit card numbers,
contacts, emails, internet accounts, and
your most personal digital data. It’s
rampant. Whether you’re using a
smartphone, tablet, or computer, here
are some tips for protecting yourself:
Mistakes. Phishing
emails often are
generated by teens or
crooks with weak skills
in English punctuation,
grammar, and spelling.
The phishing email from
Ofﬁce uses an improper
style in “24hrs” and the
capitalization of the
phrase, “Kindly Click
here” should arouse
suspicion. When you
look at this email’s
bottom line, the
copyright is “Ofﬁce
Outlook.” The logo is
off. The product name is

nterest rates are on he
rise, and that means bond
prices will decline. Here’s
a summary of ﬁnancial
history since World W r II
demonstrating how long
interest rate cycles last and
how it is likely o affect you.
From the end of World
War II to 1981, interest rates
rose, as is shown in he black
line in the chart. Of course,
when interest rates rise, bonds
prices fall because bonds paying less han
the new, higher rate are less desirable and
their prices djust downward. Thus, from
1948 to 1981, the average annual return on
bonds was just 3.83% annually.
Now look at what happened since the
declining rate cycle began in 1982 through
the end of 2017. As interest rates oved
lower, the prices of bonds climbed. Bonds
returned an annual verage
of 7.86%, for this 36-year
period. Which brings us to
where we are today.
Interest rates started
moving up about two years
ago, which eans bond
holdings declined in alue.
The Federal Reserve,
which controls short-term
rates — the black line — will
continue to push rates higher
for m ny years, if history is a
guide. In fact, amid the

“

Ofﬁce 365 and there is no mention of
Microsoft in the copyright notice. Does
the sentence Terms of Use Privacy &
Cookies Developers make sense? It’s a
hint that this is a fake.
Reply email address. In this
phishing email, the reply address at the
top left says “Microsoft support,” but if
you look closer, the reply email address
is “support@simpur.net.bn” and that is
not a Microsoft address. The “bn”
sufﬁx is the internet country code for
Brunei, and that’s another telltale sign
of fraud. Clever phishing emails often
fake reply addresses in other ways. The
easiest way to verify a reply email
address is to double click on it and look

at its properties. If the email purports to
be from Microsoft or Google, will
hitting reply send an email to a
Microsoft or Google email account? If
not, it’s fake.
Links. Don’t click on links in a
suspicious email without being
deliberate. The link could be a
malicious website. Right click on the
link and check its properties and see if
the link goes to the company.
Slow down. The grammar,
misspelling, bad links, and other
telltale signs are easily overlooked
when you’re in a rush, and that’s
perhaps the reason why people become
ensnared by phishing emails.
Verify before you
trust. Trust but verify
works for some things
but not with internet
security. First verify
and then you can trust.
Secure Software.
Microsoft and Apple
release updates to
computer operating
systems continually
and those are essential
to staying secure. Antivirus and anti-malware
programs are also
essential and they need
to be kept updated with
the latest ﬁxes. ●

10 Years After The Great Recession

T

en years ago, the economy was
bleak. The U.S. was in a
recession. The subprime
mortgage crisis was
undermining Bear Stearns,
Lehman Brothers,
Countrywide Financial,
AIG, and other major
ﬁnancial institutions;
General Motors looked
like it might go out of
business. Then, in a story
for the ages, the nation
bounced back and led the
world out from The
Great Recession.
Over the last 10 years,

a dollar in America’s 500 largest public
companies grew to $2.48. From the
stock market’s low point on March 9,

2009, a dollar appreciated in value 4.75
times, to $4.72 – a 372% return!
For the past decade, what makes
America exceptional was
in plain sight but difﬁcult
to see in the moment. It’s
never easy to see why U.S.
stocks would gain in
value. The current period is
no different.
Share prices plunged
10.2% in early February, on
inﬂation jitters, and again in
March, on fears of
a trade war. In April, The
Wall Street Journal warned
of a long period of weakness

I

and cracks in global growth. Things
looked bleak.
We’re here to remind you that U.S.
leading economic indicators released
in April continued a long sur e far

strengthening economy, the Fed says it
expects to ratchet rates higher again and
again in 2018.
For investors who, over three
decades, have rown accustomed to bonds
appreciating at rate rivalling stocks, the
future seems likely o be ery different,
which especially ffects the demographic
bubble of baby-boomer retirees, who have

beyond the highest point of the last
expansion. This key forward-looking
composite of 10 indicators points to
solid growth for the rest of 2018. Despite
the headlines, increased market
volatility, and
a weak ﬁrst
quarter return
on stocks,
very strong
economic
fundamentals
remain in
place. We’re
here to help
you manage
your portfolio
for the
long run. ●

long favored bonds for producing
reliable income.
To understand the effect he
new rising rate cycle might have
on your portfolio in he years
ahead, this table gives you he
key facts.
The 11% annual return on
stocks and the return of about 4%
on Treasury Bills stayed
approximately the same through
both the rising and falling interest
ra e cycles. However, the 3.8%
average annual return bonds in the rising
ra e cycle from 1948 to 1981 was less
than half the 7.86% annually averaged
on bonds during the 1982 to 2017 period.
This poses a new kind of risk that many
investors have never experienced before.
During the rising rate cycle, when
the average annual return on bonds was a
measly 3.83%, stocks nd 90-day
Treasury Bills averaged about the
sa e annual return as they did in
the falling rate cycle. The
performance of stocks, bonds, and
cash over this period
demonstrates why diversiﬁcation
and a strategic approach re so
important to long-term investing.
Shorter maturity bonds —
due in hree- to seven-years, as
opposed to 10, 20, or 30 — are
less susceptible to interest rate risk
than longer maturity bonds with
ore years to run paying your
interest before returning your principal.
These illustrations do not reﬂect the
impact of inﬂation, which adds nother
dimension and requires a separate
discussion. The takeaway here is that
rates may be at the start in a new longerm cycle and clients can rely on our
advice on the best way to manage his
risk. Please do not hesitate to contact us
with questions. ●
Large-cap US equity represented by the S&P 500 Index. Small-cap US equity represented by the Ibbotson Small Companies Index from 1970-1978, and the
Russell 2000 Index starting in 1979. Non-US equity
represented by the MSCI EAFE Index. Real estate
represented by the NAREIT Index from 1970-1977
and the Dow Jones US Select REIT Index starting in
1978. Commodities represented by the Goldman
Sachs Commodities Index (GSCI). As of February 6,
2007, the GSCI became the S&P GSCI Commodity Index. U.S. Aggregate Bonds represented by the Ibbotson Intermediate Term Bond Index from 1970-75 and
the Barclays Capital Aggregate Bond index starting
in 1976. Cash represented by 3-month Treasury Bills.
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W

hile it may be better to give
than to receive, as the adage
contends, both givers and
receivers should be happy with the new
tax law. The annual amount you can
give someone tax-free has been raised
to $15,000, from $14,000 in 2017.
Exempting $15,000 annually
from gift tax, over time, transfers a
lot of wealth to those you care about
during your lifetime, while avoiding
the tender mercies of the tax man,
and married couples can have
double the fun.
Take the example of a husband
and wife with three married children
and six grandchildren. The husband
can give $15,000 each to his married
children and the same amount to
their spouses, and also $15,000 to
the half-dozen grandchildren —
totaling $180,000 — and his wife can
do the same for the same 12
beneﬁciaries. The grand total is
$360,000 per year. No federal tax will
be levied on these transfers of your
wealth to family as well as friends.
In addition, you can give more
than the annual exemption caps for
college savings. The Tax Cuts and Jobs

Act (TCJA) permits bunching ﬁve
years of $15,000 annual gifts into one
year, by plugging it into a 529 college
savings plan for a child or grandchild.
That’s $75,000 in total. Assets in 529
savings plans grow tax-free, if used to
pay qualiﬁed education expenses.

Gifts made during your lifetime
reduce your exemption from tax on
your estate. The TCJA more than
doubled the estate tax exemption in
2018 from $5.5 million to $11.2
million for individuals, and from $11
million to $22.4 million for couples.
All of these new levels will increase
with inﬂation, though the formula
annually adjusting inﬂation is less

generous than before.
Lifetime gifts can be made directly
or through trusts. With a trust, you
place the gift of cash, securities, or
other assets in an entity set up to make
the transfer of wealth after you die. The
assets in the trust avoid probate court,
and makes the transfer faster, less
costly, less likely to be contested,
and generally more sure-footed.
Trusts can inﬂuence the values of
your progeny by requiring the
money you leave to be spent for
religious, philosophical, or any
variety of educational activities.
A trust also shields assets left to
your heirs from lawsuits and
business creditors. Should your
grandchild get divorced, the trust
money is shielded.
The friendlier tax treatment of
transfers under the TCJA affects your
estate plan and how your assets will
be spent after you are gone, but it
also may change your plan for
gifting during your lifetime. Giving
assets during your lifetime can be
satisfying because you can witness
your impact and inﬂuence on the future
of your family. ●

Tax Deductions In 2018

In high-price locales, it is.
Home equity interest. You no longer
can deduct interest paid on home equity
loans, unless it is used to improve the
dwelling. Many people use such loans,
which are secured by their homes, to pay
for college tuition or new cars. If a home
equity loan and the mortgage totals more
than $750,000, the amount over that limit
can’t be deducted.
ELIMINATED DEDUCTIONS
Personal exemption. Exemptions,
which lowered your income by $4,050 per
person — usually family members — are
gone. For some families with children
over 17, who can’t take advantage of the
expanded tax credit, the elimination of the
personal exemption will be a net loss.
Alimony. For divorce and separation
agreements made after 2018, alimony
payments will no longer be deductible.
The deduction is helpful to a paying ex-

spouse who is short on funds.
Casualty and theft losses. If your
house burned down or a crook took your
wallet, you could deduct the loss not
covered by insurance to the extent it
exceeded 10% of your income. Under the
new law, only casualty losses suffered in a
natural disaster declared by the president
are deductible.
Job expenses. Continuing education,
medical tests and licensing fees previously
were write-offs. Not anymore.
Moving expenses. Before, you could
deduct these if you moved to start a new
job and it was a good distance (that varies
by circumstances, but typically meant 50
miles away) from your old home. Now,
that is gone, unless you are in the military.
Tax prep. Depending on the
complexity of the return, these fees can
amount to more than $500. Uncle Sam no
longer will let you deduct them, though. ●

(Continued from page 1)

deduct for SALT levies was unlimited. If
you live in a place with high state and
local taxes and home prices, you’re hit
hard. If you earn more than $100,000 in
adjusted gross income and live in
California, Connecticut, Maryland, New
Jersey, New York or Oregon, you’re very
likely to see a material hike in your
annual federal tax liability for at least the
next decade.
Mortgage interest. You can
continue to deduct this interest for ﬁrst
and second homes. The change: For
mortgages dated after Dec. 14, 2017,
only the interest on the ﬁrst $750,000 of
debt is deductible. Before that date, the
$1 million ceiling still applies. In places
where home prices and, thus, mortgages,
are low, that is not as much of a concern.
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items like ortgage interest, charitable
donations, and car loans. Nearly doubling
the standard deduction to $24,000 for
joint ﬁlers and $12,000 for singles pushes
it up from $12,700 nd $6,350,
respectively. Fewer than half of axpayers
who itemized heir 2017 return are
expected to itemize their 2018 return. If
you ﬁle using he standard deduction,
preparing your return will be uch
simpler. If the standard deduction is less
han the tot l of your itemized deductions,
you’ll still want to ﬁle by itemizing,
subject to he rules below.
Medical expenses. If you itemize
deductions, medical expense deductions

will be more generous. For tax years
2017 and 2018, medical outlays in excess
of 7.5% of your adjusted ross income
are deductible. Starting in 2019, the
threshold rises to the previous level of
10%. Congress is widely expected o
consider extending the 7.5% threshold or
making it permanent.
Alternative minimum tax. This ery
unpopular parallel ax system has been
reined in and will zap fewer Americans in
2018. The AMT started
in 1982 as n effort to
reduce loopholes open to
ultra-high-income
earners, but its net
gradually spread and it
affected ore
individuals. In the 1990s,
Congress hiked the AMT
tax rate, stiffening its
cost. Under the AMT, he
standard deduction and
deductions for state and
local income taxes are lost. With the new
law, your exemption — the amount you
can subtract from your AMT liability — is
uch larger. Previously, $54,300 was
exempt for a single-ﬁler and $84,500 for a
married couple ﬁling jointly. Respectively,
the exemptions increased by almost
third, to $70,300 and $109,400.
Child tax credit. This actually is not
a deduction against your income. It’s
credit on your tax bill. A credit reduces
your tax bill dollar for dollar. The credit
for children under age 17 was raised to
$2,000 from $1,000.
RESTRICTED DEDUCTIONS
State and local taxes. Lawm kers
placed a $10,000 cap per return on
deductions for state and local taxes
(SALT). Till now, the amount you could
(Continued on page 4)
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y name is Kyle Cernetig and I
am a tax associate at the
Mosaic Financial Group. I
started working with Mosaic in
February of 2017 as an intern, and was
hired fulltime
following that
busy season.
Having
previously
worked in the
marketing,
technology,
and banking
industry, I can honestly say Mosaic has
been the most professional and best
experience of my business career.
I grew up in McCook, a southwest
suburb of Chicago where I attended
and graduated from Lyons Township
High School in 2012. While there, I
was a member of the football and
lacrosse teams. After high school, I
attended Drake University before
transferring to Loyola University
Chicago, graduating with my
Bachelors of Business Administration
with a Major in Finance and a Minor in
Business Management. I look forward
to continuing my education to expand
my knowledge base, so I can better
equip to serve our clients.
In my free time I enjoy wood
working and working out in the yard.
Since moving to this beautiful city, I
have had to substitute these hobbies
with space conscious ones, such as
dabbling in the stock market.

