
Investment Commentary
Key Retirement and Tax Numbers for 2018

Every year, the Internal Revenue Service announces cost-of-living adjustments that 
affect contribution limits for retirement plans, thresholds for deductions and credits, 
and standard deduction and personal exemption amounts. Here are a few of the key 
adjustments for 2018.
Employer retirement plans
•     Employees under age 50 who participate in 401(k), 403(b), and most 457 plans can 
defer up to $18,500 in compensation in 2018 (up from $18,000 in 2017); employees 
age 50 and older can defer up to $24,500.
•     Employees under age 50 participating in a SIMPLE retirement plan can defer up to 
$12,500 in 2018; employees age 50 and older can defer up to $15,500.
IRAs
The limit on annual contributions to an IRA remains unchanged at $5,500 for individ-
uals under age 50; individuals age 50 and older are able to contribute an additional 
$1,000. For individuals who are covered by a workplace retirement plan, the deduction 
for contributions to a traditional IRA is phased out for the following modified adjusted 
gross income (AGI) ranges:

2017 2018

Single/Head of Household (HOH) $62,000 - $72,000 $63,000 - $73,000

Married filing jointly (MFJ) $99,000 - $119,000 $101,000 - $121,000

Modified AGI phaseout ranges for individuals to make contributions to a Roth IRA are:
2017 2018

Single/HOH $118,000 - $133,000 $120,000 - $135,000

MFJ $186,000 - $196,000 $189,000 - $199,000

Estate and gift tax
•     The annual gift tax exclusion for 2018 is $15,000, up from $14,000 in 2017.
•     The recently passed tax reform bill has doubled the Federal estate tax exemption 
for 2018 to $11.2M for individuals ($22.4M for married couples).  If a decedent’s taxable 
estate exceeds this amount, the excess will be taxed at a flat rate of 40%.
•     CT estate tax exemption is $2.6M in 2018 and $3.6M in 2019; currently, the CT 
exemption is set to match the federal estate tax exemption in 2020.  If a decedent’s 
taxable estate exceeds the exemption amount, the excess is taxed at marginal rates 
ranging from 7.2% to 12%.  While CT estate tax is deductible for federal estate tax pur-
poses, this is only relevant if the decedent’s estate exceeds $11.2M.
Personal exemption
There is no longer a personal exemption (previously $4,050) reduction against taxable 
income beginning in 2018.  
Standard deduction
The Standard Deduction (an alternative to itemizing deductions) has been nearly dou-
bled under the new tax law (see below).

Single HOH MFJ

2017 $6,350 $9,350 $12,700

2018 $12,000 $18,000 $24,000

Beginning in 2018, itemized deductions will no longer be reduced regardless of the 
taxpayer’s income levels. An additional deduction of $1,600 is added to the standard 
deduction amount for the blind or aged (age 65 or older) in 2018.         (Source:  Broadridge)
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 Returns (As of 12/31/17)

 4th        Annual
 QTR 1 YR 3 YR 10 YR
Index 
S&P 500 (inc. div.) 6.6% 21.8% 11.4% 8.5%
Russell 2000 3.3% 14.7% 10.0% 8.7%
MSCI AC World xUS 5.0% 27.2% 7.8% 1.8%
REITs 2.6% 9.8% 6.5% 7.0%
Barcap Agg. Bond 0.4% 3.5% 2.2% 4.0%
90 Day T-Bills 0.3% 1.0% 0.5% 0.3%

2018 is off to a rousing start, with the 
passage of tax legislation that could 
impact consumer and business 
income as well as equities. A steep cut 
in corporate taxes intended to make 
U.S. companies more competitive glob-
ally, appears to have boosted investors’ 
so-called “animal spirits”, or willingness 
to take risk.  Amidst a backdrop of 
geopolitical turmoil in Washington and 
around the world, 2017 saw the U.S. 
economy pick up steam from acceler-
ating corporate earnings and revenues.  
And although the U.S. economy is 
moving into a late-cycle phase, both 
U.S. and major world economies enter 
2018 in good shape and are expected 
to continue to expand.

The stock market reached several 
historic highs during the year while 
market volatility swooned to historical 
lows.  Large caps of the Dow closed the 
year with gains exceeding 25%, while 
the S&P 500 expanded over 21%. The 
small caps of the Russell 2000, which 
grew over 19% in 2016, enjoyed a more 
modest, yet noteworthy, year-over-year 
climb of over 14%. The Nasdaq gained 
nearly 30% over last year’s closing val-
ue, driven by robust performances from 
the technology sector. Globally, stocks 
were also higher.  Developed interna-
tional markets closed the year up over 
25%, while emerging markets posted 
gains of more than 38%. Growth style 
stocks significantly outperformed value.  
The demand for long-term bonds wSes 
ended the year at 2.41%, down from the 
2016 yield of 2.44%. 

(Source: Broadridge  Investor Communication Solutions, Inc.)
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any spe-
cific investment, investment strategy, or product made reference to in this commentary, will be profitable, equal any corresponding indicated historical performance level(s), or be suitable for your portfolio. Due to 
various factors, including changing market conditions, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this 
commentary serves as investment advice from New England Guild Wealth Advisors, Inc. To the extent that you have any questions regarding the applicability of any specific issue discussed above to your individual 
situation, you are encouraged to consult with the professional advisor of your choosing.
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Highlights from the new Tax Cut and Jobs Act of 2017
We would emphasize that the new law runs to over 1,000 pages.  By necessity, we can only highlight a few pertinent provisions, and 
nothing in the paragraphs that follow should be considered to be tax advice, investment advice or political opinion.
Mortgage interest deduction:  The new law allows taxpayers with existing mortgages to continue to deduct interest on a total of $1M 
of debt for a first and second home.  For new buyers, the limit is now $750K for a first and second home.  It’s believed that homeown-
ers can refinance mortgage debt existing on 12-14-2017 up to $1M and deduct the interest.  However, the new loan can’t exceed the 
amount of the mortgage being refinanced.
Capital gains and dividend:  The new law doesn’t change the tax rates for qualified dividends of long-term capital gains.  The 3.8% 
surtax on net investment income continues in 2018 for high income taxpayers ($250,000 of adjusted gross income for most married 
couples and $200K for most singles).  
State and local tax deductions:  For taxpayers who continue to itemize in 2018, the new tax law imposes a deduction limit of $10,000 
on combined state and local income, sales, real estate and property taxes. 
Retirees:  There is no change to the provision that allows retirees 70 ½ and older to donate IRA assets up to $100K directly to charities 
and have it counted toward their required annual payout.  While there’s no deduction for this type of gift, the gift isn’t included in 
Federal taxable income and, in states like CT that compute taxes based on Federal adjusted gross income, and it avoids state income 
taxes.  This practice may also reduce the 3.8% surtax on net investment income, Medicare premiums, and even taxes on Social Security 
for some. 
Charitable Donations:  Given that the standard deduction nearly doubles in 2018, a taxpayer’s total itemized deductions will need to 
exceed the new standard deduction amounts to get a benefit from listing donations on Schedule A.  The higher standard deduction 
threshold may present a planning opportunity whereby taxpayers “bunch” charitable contributions every few years into a Schwab 
Charitable Fund (for example) in order to surmount the hurdle of the higher standard deduction.  A charitable giving account enables 
a donor to deduct the gift in the year the account is funded even though the donor’s payout to charities occurs over multiple years.  
Meanwhile, the Charitable Fund assets can be invested and continue to grow tax free.
529 Plans:  The new tax law allows 529 plans to be used for up to $10,000 per year in K-12 expenses, giving families an opportunity to 
save tax-free for private and religious schools.  Previously, 529 Plans could only be used for higher education.
Child tax credit:  The new tax law doubles the child tax credit to $2,000 per child under age 17, with up to $1,400 (per qualifying child) 
of this credit to be refundable if the taxpayer’s credit is larger than their federal income tax liability. The new tax law raises the income 
threshold under which filers may claim the full credit to $200K for single parents (up from $75K in 2017); and to $400K for married cou-
ples (up from $110K in 2017). 
Medical expense deductions:  Congress did not repeal the deduction for medical expenses.  In fact, the new law has a slight expansion, 
allowing taxpayers to take a deduction if medical expenses exceed 7.5% of income; for the majority of taxpayers, the 2017 threshold 
was 10% of income.
Investment Advisory Fees:   Fees will not be deductible in 2018.  The new law repeals Miscellaneous Deductions on Schedule A – a grab 
bag of write offs for everything from uniforms to professional dues to unreimbursed expenses for entertainment to investment advi-
sory fees.  To the extent possible, investors may want to consider paying investment management fees using assets in non-Roth IRAs.  
While there won’t be a tax deduction, the investor is paying with pretax dollars.
Alternative Minimum Tax:   The bane of many taxpayers has been the Federal alternative minimum tax (AMT), a parallel tax computa-
tion wherein many taxpayers lose some or all of certain deductions afforded them under the regular method of tax computation; re-
sulting in the levy of an additional tax (AMT).  Unfortunately, the individual AMT rules survived under the new tax law.  That said, many 
taxpayers who paid AMT in the past will no longer see the additional AMT tax because deductions that were considered preference 
items under the old tax law are either eliminated in their entirety (as is the case of Miscellaneous Deductions) or significantly restricted 
(as is the case of deductions for state and local taxes).                         (Source: WSJ: The Answers to Your Best Tax Questions by Laura Saunders, 12-27-2017)

Cybersecurity Corner:  Take steps to protect yourself from scams.
If you receive a message conveying a sense of urgency, slow down and read it carefully before reacting.  Don’t click on suspicious or unfamiliar 
links in emails, text messages, and instant messaging services.  Hover your cursor over a link before clicking on it to see if it will bring you to a real 
URL.  Note: URL means a website address.  Don’t forget to check the spelling of URLs — any mistakes indicate a scam website.  Also, be sure to look 
for the secure lock symbol and the letters https: in the address bar of your Internet browser.  These are signs that you’re navigating to a legitimate 
website....On another topic of security, we recommend contacting all your financial services providers (credit card company, bank, mortgage/car 
loan lender, etc.) to ask what they are doing to protect your sensitive information and identity.  Establishing Second Factor Authentication (this can 
be voice recognition, verbal passwords, or a text message code sent to your phone) is a quick and easy way to secure your accounts and should be 
available at most of these providers.


