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END-OF-THE-YEAR MONEY MOVES

Here are some things you might
want to do before saying goodbye
to 2018.

What has changed for you in 2018?

Did you start a new job or leave a
job behind? Did you retire? Did you
start a family? If notable changes
occurred in your personal or
professional life, then you will want
to review your finances before this
year ends and 2019 begins.
Evenifyour2018 has been relatively
uneventful, the end of the year
is still a good time to get cracking
and see where you can plan to save
some taxes and/or build a little
more wealth.

Doyou practicetax-loss harvesting?

That is the art of taking capital
losses (selling securities worth
less than what you first paid for
them) to offset your short-term
capital gains. If you fall into one
of the upper tax brackets, you
might want to consider this move,
which directly lowers your taxable
income. It should be made with the
guidance of a financial professional
you trust.!

In fact, you could even take it a
step further. Consider that up to
$3,000 of capital losses in excess
of capital gains can be deducted
from ordinary income, and any
remaining capital losses above that
can be carried forward to offset
capital gains in upcoming years.
When you live in a high-tax state,
this is one way to defer tax.!

Do you want to itemize deductions?
You may just want to take the
standard deduction for 2018, which
has ballooned to $12,000 for single
filers and $24,000 for joint filers
because of the Tax Cuts & Jobs Act.
If you do think it might be better for
you to itemize, now would be a good
timetogetthereceiptsandassorted
paperwork together. While many
miscellaneous deductions have
disappeared, some key deductions
are still around: the state and
local tax (SALT) deduction, now
capped at $10,000; the mortgage
interest deduction; the deduction
for charitable contributions, which
now has a higher limit of 60% of
adjusted gross income; and the
medical expense deduction.??

Could you ramp up 401(k) or 403(b)
contributions?

Contribution to these retirement
plans lower your yearly gross
income. If you lower your gross
income enough, you might be able
to qualify for other tax credits or
breaks available to those under
certain income limits. Note that
contributions to Roth 401(k)s and
Roth 403(b)s are made with after-
tax rather than pre-tax dollars, so
contributions to those accounts
are not deductible and will not
lower your taxable income for the
year. They may, however, help to

strengthen your retirement savings.*
Are you thinking of gifting?

How about donating to a qualified
charity or non-profit organization
before 2018 ends? In most cases,
these gifts are partly tax deductible.
You must itemize deductions using
Schedule A to claim a deduction for
a charitable gift.

If you donate publicly traded
shares you have owned for at least
a year, you can take a charitable
deduction for their fair market
value and forgo the capital gains
tax hit that would result from their
sale. If you pour some money into a
529 college savings plan on behalf
of a child in 2018, you may be
able to claim a full or partial state
income tax deduction (depending
on the state).?®

Of course, you can also reduce
the value of your taxable estate
with a gift or two. The federal gift
tax exclusion is $15,000 for 2018.
So, as an individual, you can gift up
to $15,000 to as many people as
you wish this year. A married couple
can gift up to $30,000 in 2018 to as
many people as they desire.’

While we’re on the topic of estate
planning, why not take a moment to
review the beneficiary designations
for your IRA, your life insurance
policy, and workplace retirement
plan? If you haven’t reviewed them
for a decade or more (which is all
too common), double-check to see
that these assets will go where you
want them to go, should you pass
away. Lastly, look at your will to
see that it remains valid and up-to-
date.

Should you convert all or part of a
traditional IRA into a Roth IRA?
You will be withdrawing money
from that traditional IRA someday,
and those withdrawals will equal
taxable income. Withdrawals from
a Roth IRA you own are not taxed
during your lifetime, assuming you
follow the rules. Translation: tax
savings tomorrow. Before you go
Roth, you do need to make sure
you have the money to pay taxes
on the conversion amount. A Roth
IRA conversion can no longer be
recharacterized (reversed).?

Can you take advantage of the
American Opportunity Tax Credit?

The AOTC allows individuals
whose modified adjusted gross
income is $80,000 or less (and joint
filers with MAGI of $160,000 or
less) a chance to claim a credit of
up to $2,500 for qualified college
expenses. Phase-outs kick in above
those MAGI levels.®

See that you have withheld the
right amount.

The Tax Cuts & Jobs Act lowered
federal income tax rates and
altered withholding tables. If you
discover that you have withheld
too little on your W-4 form so far in
2018, you may need to adjust your
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withholding before the year ends.
The Government Accountability
Office projects that 21% of
taxpayers are withholding less
than they should in 2018. Even an
end-of-year adjustment has the
potential to save you some tax.®

What can you do before ringing in
the New Year?

Talk with a financial or tax profes-
sional now rather than in February
or March. Little year-end moves
might help you improve your short-
term and long-term financial situation.

Dominic Lucente may be
reached at 603.645.8131 or
dominic.lucente@LPL.com
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