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Year-End Financial Planning Checklist
10 Suggestions to Help You Stay on Track
Presented by Stephen Geremia

Although 2020 has been a year of unexpected changes, one routine has remained consistent:
the fourth quarter means it’s time to begin organizing your finances for the new year. To help
you get started, here’s a checklist of key topics to think about, including new tax and retire-
ment considerations related to the COVID-19 pandemic.

1) Max out retirement contributions. Are you taking full advantage of your employer’s
match to your workplace retirement account? If not, it’s a great time to consider increasing
your contribution. If you’re already maxing out your match or your employer doesn’t offer
one, boosting your contribution to an IRA could still offer tax advantages. Keep in mind that
the SECURE Act repealed the maximum age for contributions to a traditional IRA, effective
January 1, 2020. As long as you’ve earned income in 2020, you can contribute to a traditional
IRA after age 70'2—and, depending on your modified adjusted gross income (MAGI), you
may be able to deduct the contribution.

2) Refocus on your goals. Did you set savings goals for 2020? Evaluate how you did and set
realistic goals for next year. If you’re off track, we’d be happy to help you develop a financial
plan.

3) Spend flexible spending account (FSA) dollars. If you have an FSA, note that the Inter-
nal Revenue Service (IRS) relaxed certain “use or lose” rules this year because of the pan-
demic. Employers can modify plans through the end of this year to allow employees to
“spend down” unused FSA funds on any health care expense incurred in 2020—and let you
carry over $550 to the 2021 plan year. If you don’t have an FSA, you may want to calculate
your qualifying health care costs to see if establishing one for 2021 makes sense.

4) Manage your marginal tax rate. If you’re on the threshold of a tax bracket, you may be
able to put yourself in the lower bracket by deferring some of your income to 2021. Acceler-
ating deductions such as medical expenses or charitable donations into 2020 (rather than pay-
ing for deductible items in 2021) may have the same effect.

Here are a few key 2020 tax thresholds to keep in mind:

The 37 percent marginal tax rate affects those with taxable incomes in excess of $518,400
(individual), $622,050 (married filing jointly), $518,400 (head of household), and
$311,025 (married filing separately).

The 20 percent capital gains tax rate applies to those with taxable incomes in excess of
$441,450 (individual), $496,600 (married filing jointly), $469,050 (head of household),
and $248,300 (married filing separately).

“Opportunity is missed by most people because it is dresses in overalls and looks like work.”

~Thomas Edison
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The 3.8 percent surtax on investment income applies to the lesser of net investment income or the excess
of MAGI greater than $200,000 (individual), $250,000 (married filing jointly), $200,000 (head of house-
hold), and $125,000 (married filing separately).

5) Rebalance your portfolio. Reviewing your capital gains and losses may reveal tax planning opportunities;
for example, you may be able to harvest losses to offset capital gains.

6) Make charitable gifts. Donating to charity is another good strategy worth exploring to reduce taxable in-
come—and help a worthy cause. Take a look at various gifting alternatives, including donor-advised funds.

7) Form a strategy for stock options. If you hold stock options, be sure to develop a strategy for managing
current and future income. Consider the timing of a nonqualified stock option exercise based on your estimat-
ed tax picture. Does it make sense to avoid accelerating income into the current tax year or to defer income to
future years? If you’re considering exercising incentive stock options before year-end, don’t forget to have
your tax advisor prepare an alternative minimum tax projection to see if there’s any tax benefit to waiting un-
til January.

8) Plan for estimated taxes and required minimum distributions (RMDs). Both the SECURE and
CARES acts affect 2020 tax planning and RMDs. Under the SECURE Act, if you reached age 70" after Jan-
uary 1, 2020, you can now wait until you turn 72 to start taking RMDs—and the CARES Act waived RMDs
for 2020. If you took a coronavirus-related distribution (CRD) from a retirement plan in 2020, you’ll need to
elect on your 2020 income tax return how you plan to pay taxes associated with the CRD. You can choose to
repay the CRD, pay income tax related to the CRD in 2020, or pay the tax liability over a three-year period.
But remember: once you elect a strategy, you can’t change it. Also, if you took a 401(k) loan after March 27,
2020, you’ll need to establish a repayment plan and confirm the amount of accrued interest.

9) Adjust your withholding. If you think you may be subject to an estimated tax penalty, consider asking
your employer (via Form W-4) to increase your withholding for the remainder of the year to cover the
shortfall. The biggest advantage of this is that withholding is considered to be paid evenly throughout the
year instead of when the dollars are actually taken from your paycheck. You can also use this strategy to
make up for low or missing quarterly estimated tax payments. If you collected unemployment in 2020, re-
member that any benefits you received are subject to federal income tax. Taxes at the state level vary, and
not all states tax unemployment benefits. If you received unemployment benefits and did not have taxes
withheld, you may need to plan for owing taxes when you file your 2020 return.

10) Review your estate documents. Review and update your estate plan on an ongoing basis to make sure it
stays in tune with your goals and accounts for any life changes or other circumstances. Take time to:

Check trust funding

Update beneficiary designations

Take a fresh look at trustee and agent appointments

Review provisions of powers of attorney and health care directives
Ensure that you fully understand all of your documents

Be Proactive and Get Professional Advice

Remember to get a jump on planning now so you don’t find yourself scrambling at year-end. Although this
list offers a good starting point, you may have unique planning concerns. As you get ready for the year ahead,
please feel free to reach out to us to talk through the issues and deadlines that are most relevant to you.

This material has been provided for general informational purposes only and does not constitute either tax or legal advice. Alt-
hough we go to great lengths to make sure our information is accurate and useful, we recommend you consult a tax preparer, pro-
fessional tax advisor, or lawyer.
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Does the Presidential Election Spell Risk for the Markets?
Presented by Stephen Geremia

As the U.S. presidential election draws closer, there are growing questions (from both sides) on whether the
outcome will negatively affect the markets. Of course, this is not unusual. As you may remember from the last
election cycle, many predicted doom if Trump were to win. In the election before that, we saw similar worries
concerning Obama. In both cases, despite the fears, the markets ended up doing quite well. Given this, what
risks—if any—does the upcoming election pose for the markets? Let’s take a closer look.

Are Election Fears Overstated?

Politics has less of an effect on the economy and, therefore, the markets than we think. Since 1900, according
to Bespoke Research, the average gain for the Dow Jones Industrial Average has been 4.8 percent per year,
reflecting the economy as a whole. Decade after decade, markets have moved ahead as the economy grew, re-
gardless of the party in power.

When we do see a political influence, it is not what might be expected. The average Republican administration
over that time period saw gains of 3.5 percent per year, while the Democrats saw gains of almost twice as
much, at 6.7 percent per year. Recent decades have seen the same pattern, with annual gains under Clinton and
Obama exceeding those of both Bushes and Trump (so far).

Put in that context, fears about the election look to be overstated. Trump is a known quantity. So, if he is
reelected, the effect should be minor. If the Democrat is elected, history shows that there is a good chance that,
over time, the markets will do at least as well.

Will Things Be Different This Time?

They could be. Biden plans to raise taxes significantly if elected, which would hit corporate profit margins. If
margins decline, so do earnings—and so does the stock market. Higher taxes on the rich would also presuma-
bly hit their spending, which would be a drag on growth. These are real concerns.

They are not, however, any different from the concerns that normally accompany a Democratic administration.
And, as noted, the Democrats have historically generated higher market returns. Why? Higher taxes are ac-
companied by higher spending, which also acts to stimulate the economy and the market. We have seen the
same effect in recent months, when increased spending by the Trump administration has kept the economy
afloat, and a Biden administration would likely expand that support.

Have We Been Here Before?

Indeed, this is a normal political cycle. The Republicans take office and cut taxes and spending, and the Dem-
ocrats then take office and do the reverse. We have seen this pattern many times before, most recently with
Obama to Trump.

It is also normal, however, for both sides to make the change look as apocalyptic as possible in hopes of moti-
vating their donors and voters—and that is exactly what we are seeing at the moment. The headlines that point
out these likely changes are designed to get maximum attention by maximizing the potential consequences.

: “Do not go where the path may lead, go instead where there is no path and make a trail”
: ~ Ralph Waldo Emerson
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The reality, however, is likely to be much less scary. The next president will likely have to deal with a divided
government, limiting the administration’s ability to pass any significant changes. Even if the Democrats were
to take the Senate, a Biden administration would not have a filibuster-proof majority and likely could not rely
on all the Democrats to vote for anything radical. The American political system is designed to be hard to
change. Nothing in this election will change that, no matter who wins.

The Real Risks

As investors trying to analyze the election, we should take note that there are certainly risks, but also opportu-
nities. No matter who wins, there will be policy changes, but almost certainly nothing too radical. The real
risks will come from reactions to the headlines, rather than to the underlying data. In other words, we should
treat this like any other event and act on what actually happens, rather than on whatever disaster the headlines
are peddling today.
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“We make a living by what we get, But we make a life by what we give.”

~ Winston Churchill
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PMI is the Purchasing Managers’ Index. Global GDP growth is a GDP-weighted measure of real GDP at U.S. dollar market exchange rates. *1Q20 is
a forecast
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