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FINANCIAL UPDATE
Here are selected rate of return numbers for the last
two years and year to date as of 12/31/17*
2015
Return

2016
Return

2017
Return

Dow Jones Industrials

+0.21% +16.50% +28.11%

S&P 500 Index

+1.38% +11.96% +21.83%

NASDAQ Composite

+6.96%

+8.87% +29.64%

WHAT 2018 TAX REFORMS
MEAN FOR INVESTORS

MSCI World (ex. U.S.) in
U.S. dollars

‐3.04%

+2.75% +24.21%

Key Takeaways

Russell 2000

‐4.41%

+21.31% +14.65%

Russell 1000 Value Index

‐3.83%

+17.34% +13.66%

Russell 1000 Growth
Index

+5.67%

+7.08% +30.21%

Russell 3000 TR USD

+0.48% +12.74% +21.13%



Major Bond Indexes
Barcap Intermediate
Treasury

+1.18%

+1.06%

+1.14%

Barcap Aggregate

+0.55%

+2.65%

+3.54%

Mutual Funds (Morningstar Categories)
Large‐Cap Growth

+7.71%

+1.79%

+31.15%

Large‐Cap Value

‐1.43%

+18.91% +15.09%

Small‐Cap Growth

‐0.18%

+9.61%

+23.77%

Small‐Cap Value

‐8.65%

+27.96%

+8.40%

(Source: Morningstar) *Inclusion of these indexes is for illustra ve purposes only. Keep in mind that
individuals cannot invest directly in any index, and index performance does not include transac on costs
or other fees, which will aﬀect actual investment performance. Individual investor’s results may vary.
Past performance does not guarantee future results.

Tax reform presents important changes for
investors, while also preserving several areas some
thought could change.
 529s get more useful, while 401(k) plans remain
mostly unchanged.
 Business owners might consider changing their
form of business to take advantage of tax breaks for
pass‐through en es.
 Decisions regarding philanthropy before the year
ends could also be an op on.
Congress’ sweeping overhaul of the tax code presents a
range of planning opportuni es for investors.

“At any given moment you have the
power to say: This is not how the story is
going to end."
‐ CHRISTINE MASON MILLER, ORDINARY SPARKLING
MOMENTS
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Congress’ sweeping overhaul of the tax code presents a
range of planning opportuni es for investors. For
individual taxpayers, the headline provisions include a
lowering of the top tax rate to 37% from 39.6%. There
could also be secondary beneﬁts to investors resul ng
from lower corporate taxes. A deeper look at the new
tax law, though, reveals equally important changes
beyond tax rates, especially for business owners.
Individuals are also poten ally aﬀected, especially when
it comes to their re rement accounts, philanthropy and
educa on savings accounts.

What’s Changing?
1. Big breaks for business owners who qualify for
pass‐through income.
Perhaps the most signiﬁcant tax change for individuals
is the modiﬁca on in the treatment of income from
pass‐through en es. Many businesses are pass‐
through en es, so the eﬀect could be large and swi .
Pass‐through income is generated via business income
from business structures like partnerships, S corpora‐
ons and sole proprietorships.

pass‐through income including professionals like doctors
and lawyers as well as some ﬁnancial advisors. There is
complexity, though, that might curtail this op on for
some, so it’s important to consult your tax professional.
What to Consider: Business owners might consider con‐
ver ng from a C corpora on structure to S corpora on
or partnership to take advantage of the pass‐through
preference. Re rement plan contribu ons, however,
may dilute the beneﬁt of the pass‐through deduc on.
2. Limits rise even more for estate and gi taxes.
Federal estate taxes aﬀect a small subset of high net
worth investors now, but that number is likely to
dwindle even further. That’s because new tax rules
double the federal estate tax exclusion to $11 million
for individuals and $22 million for couples. Very few
estates are this large, making this type of planning
even more of a specialty for advisors.
Who This Aﬀects: A very small percentage of the pop‐
ula on with an estate value at death of $11 million.

The new tax rates have a large eﬀect on pass‐through
income, since this form of income is currently taxed to
the end taxpayer, not at the corporate level. In 2017,
this popular type of business income poten ally faced
the maximum tax rate of 39.6%.

What to Consider: Estate planning strategies can be
recalibrated for a much higher upward limit.

That changes in 2018. If you’re eligible for the pass‐
through deduc on, 20% of taxable income gets taken
oﬀ the table for tax calcula on purposes. That means
if you’re in the new highest 37% tax rate for 2018, this
rule lowers your eﬀec ve tax rate to 29.6%.

Since their crea on in 2001, 529s could only be used
for college expenses. But now, for the ﬁrst me, these
accounts can be used for primary and secondary
educa on expenses up to $10,000 a year per student.
This is a big expansion of the appeal and u lity of 529
plans.

3. Expansion of 529 educa on savings accounts make
them even more useful.

Who This Aﬀects: Many business owners who receive
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Previously, investors looking for tax preference on
educa on costs prior to college had to use other
account types such as Coverdell Educa on Accounts.
Coverdell accounts will remain available, despite
specula on they would be curtailed. Those accounts
have disadvantages to 529s, though, including much
lower contribu on limits.
Who This Aﬀects: Clients looking for ways to gain tax
eﬃciency when paying for private school prior to
college. 529s plans are growing in popularity, but
there are many investors who have yet to take
advantage of their numerous beneﬁts.
What to Consider: The 529 account is now poten ally
even more compelling than it was before.
Contribu on limits remain the same, allowing for
annual contribu ons in 2018 of $15,000 for single
taxpayers and $30,000 for those married ﬁling jointly.
Some taxpayers might consider making ﬁve years of
contribu ons ahead of me, amoun ng to $75,000 for
individuals or $150,000 for couples.
3. The cap on state income tax deduc ons and
doubling of standardized deduc ons changes the
math.
Many of the tax changes are posi ves for investors, at
least in the early years, but not all. Over me, some
taxpayers could end up in higher brackets due to a
change in the way the annual increases to the brack‐
ets are calculated.
The math gets more complicated in other ways. For
instance, taxpayers’ state and local income tax
deduc on is capped at $10,000, which is a nega ve
for taxpayers in states with higher state taxes. But, the
standard deduc on is also doubled to $12,000 for
individuals and $24,000 for married couples.

Who This Aﬀects: The increase in the standard
deduc on could have ramiﬁca ons on charitable
giving, which is an itemized deduc on. Investors who
take the standard deduc on in 2018 may not get any
tax beneﬁt from charitable giving. The tax bill also
eliminates all miscellaneous itemized deduc ons. One
of those deduc ons is for investment expenses. Fees
to ﬁnancial advisors will no longer be deduc ble.
What to Consider: Philanthropic investors, who
itemize, might consider accelera ng dona ons to
before December 31, 2017. As with many provisions
for individuals, the limit on state and local tax
deduc bility expires in 2025. Meanwhile, the complex
alterna ve minimum tax remains, but has been
restructured in a way that is likely to aﬀect far fewer
people.

What’s Not Changing?
While much a en on is paid to the parts of the tax
code that are changing, perhaps equally as important
to investors are aspects that are staying the same.
1. Tax rates on dividends and capital gains remain
unchanged.
Tax rates on dividends and long‐term capital gains stay
where they are in 2018. For capital gains and qualiﬁed
dividends, that means a maximum tax rate of 15% for
taxpayers in the lower tax brackets. For those in the
highest tax bracket, the tax rate is 23.8%, including
the 3.8% Net Investment Income Tax, associated with
the Pa ent Protec on and Aﬀordable Care Act.
Who This Aﬀects: Investors with taxable por olios
that generate dividends or where investment sales are
being considered.
What to Consider: Investors and advisors can con nue
to strategically posi on investments in accounts to
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take advantage of preferen al tax treatment given to
qualiﬁed dividends and long‐term capital gains.
2. Tax beneﬁts to re rement accounts, such as
401(k)s and IRAs, stand.
Good news for investors in 401(k) re rement plans:
The tax beneﬁts of tax‐deferred re rement accounts
stand, despite worries they would be curtailed.
Changes were small and aﬀect only a subset of
taxpayers and investors.
Who This Aﬀects: Re rement accounts remain
a rac ve op ons for taxpayers looking to save and
invest for their re rement.
What to Consider: There are some minor changes that
investors should be aware of. For instance, investors
who converted funds from a tradi onal IRA to a Roth
IRA can no longer undo or recharacterize the
conversion once it’s done. Investors may want to
check with their tax professionals to see if any other
changes aﬀect them.
3. Tax‐lot selling rules stay the same.
Investors are s ll able to determine the most
appropriate tax lot to use for cost‐basis purposes on
investment sales. This preserves an important
planning tool for investors. In some versions of the tax
bill, it was proposed investors would need to use
ﬁrst‐in ﬁrst‐out (FIFO) accoun ng, where investors
would use the cost basis of the shares they bought
ﬁrst. That could have meant higher capital gains for
many investors.

What to Consider: Investors and advisors are s ll able
to analyze investments bought over me and consider
which lots are most appropriate to sell for tax
purposes. Investors can choose the speciﬁc lots to use
for cost basis, or, in many cases with mutual fund
shares, opt for the average cost of the shares bought
over me.
4. Municipal bonds’ appeal is unchanged.
The reduc on of the top tax rate could reduce the
appeal of municipal bonds for some taxpayers. But at
the same me, munis get more interes ng due to the
loss of itemized deduc ons. The bo om line: Munis
remain important op ons for tax‐aware investors.
Who This Aﬀects: Investors who look to municipal
bonds as a source of tax‐exempt income.
What to Consider: Demand for municipal bonds from
banks and insurers may ease a li le. But individuals
seeking income may s ll ﬁnd municipals to be a
poten al source of tax‐advantaged income and
diversiﬁca on. For higher tax bracket investors in
states like New York and California, the rela ve
a rac veness of local bonds could actually improve.
Source: Capital Group

Who This Aﬀects: Tax‐aware investors who have
bought investments over me, have unrealized gains
and are considering selling.
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2018 TAX BRACKETS
With the passage of the Tax Cuts and Jobs Act (TCJA),
many tax brackets, thresholds, and rates will change in
2018. No ceable changes to the structure of the
individual tax code include the elimina on of personal
exemp ons, the elimina on of the Pease limita on on
itemized deduc ons, and the expansion of the Child
Tax Credit.
Addi onally, on a yearly basis the IRS adjusts more
than 40 tax provisions for inﬂa on. This is done to
prevent what is called “bracket creep,” when people
are pushed into higher income tax brackets or have
reduced value from credits or deduc ons due to
inﬂa on, instead of any increase in real income.
The IRS used to use the Consumer Price Index (CPI) to
calculate the past year’s inﬂa on. However, with the
TCJA, the IRS will now use the Chained Consumer Price
Index (C‐CPI) to adjust income thresholds, deduc on
amounts, and credit values accordingly.
Income Tax Brackets and Rates
In 2018, the income limits for all tax brackets and all
ﬁlers will be adjusted for inﬂa on and will be as
follows (Table 1). The top marginal income tax rate of
37 percent will hit taxpayers with taxable
income of $500,000 and higher for single ﬁlers and
$600,000 and higher for married couples ﬁling jointly.

Table 1. Tax Brackets and Rates, 2018

Rate

For Unmarried
Individuals,
Taxable
Income Over

For Married Indi‐
viduals, Filing
Joint Returns,
Taxable Income
Over

For Heads of
Households,
Taxable Income
Over

10%

$0

$0

$0

12%

$9,525

$19,050

$13,600

22%

$38,700

$77,400

$51,800

24%

$82,500

$165,000

$82,500

32%

$157,500

$315,000

$157,500

35%

$200,000

$400,000

$200,000

37%

$500,000

$600,000

$500,000

Standard Deduc on and Personal Exemp on
The standard deduc on for single ﬁlers will increase by
$5,500 and by $11,000 for married couples ﬁling jointly
(Table 2).
The personal exemp on for 2018 is eliminated.
Table 2. 2018 Standard Deduc on and Personal
Exemp on
Filing Status

Deduc on Amount

Single

$12,000

Married Filing Jointly

$24,000

Head of Household

$18,800
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Alterna ve Minimum Tax
The Alterna ve Minimum Tax (AMT) was created in the
1960s to prevent high‐income taxpayers from avoiding
the individual income tax. This parallel tax income
system requires high‐income taxpayers to calculate their
tax bill twice: once under the ordinary income tax
system and again under the AMT. The taxpayer then
needs to pay the higher of the two.
The AMT uses an alterna ve deﬁni on of taxable in‐
come called Alterna ve Minimum Taxable Income
(AMTI). To prevent low‐ and middle‐income taxpayers
from being subject to the AMT, taxpayers are allowed to
exempt a signiﬁcant amount of their income from AMTI.
However, this exemp on phases out for high‐income
taxpayers. The AMT is levied at two rates: 26 percent
and 28 percent.
The AMT exemp on amount for 2018 is $70,300 for
singles and $109,400 for married couples ﬁling jointly
(Table 3).
Table 3. 2018 Alterna ve Minimum Tax Exemp ons
Filing Status

Exemp on Amount

Unmarried Individuals

$70,300

Married Filing Jointly

$109,400

Under the TCJA, AMT exemp ons phase out at 25 cents
per dollar earned once taxpayer AMTI hits a certain
threshold.
In 2018, the exemp on will start phasing out at
$500,000 in AMTI for single ﬁlers and $1 million for
married taxpayers ﬁling jointly (Table 4.)
Table 4. 2018 Alterna ve Minimum Tax Exemp on
Phase‐out Thresholds
Filing Status

Exemp on Amount

Unmarried Individuals

$500,000

Married Filing Jointly

$1,000,000

Source: Excerpt from Tax Founda on

ANNUAL OFFERING OF FORM ADV—Part II
As a Registered Investment Advisor, Miller Advisors is
required to oﬀer our form ADV—Part II annually to our
investment advisory clients. This document contains
informa on about our fees and services, educa on and
business backgrounds of the oﬃcers and investment
managers, investment or brokerage aﬃlia ons, our
code of ethics, and privacy policy. You will receive a
copy of material changes to our ADV—Part II form by
the end of April.

In 2018, the 28 percent AMT rate applies to excess AMTI
of $191,500 for all taxpayers ($95,750 for married
couples ﬁling joint returns).
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MARK YOUR CALENDARS
January
 January 31—Deadline for employers to send W‐2’s
and 1099s to individuals.
February
 February 14—Valen ne’s Day. Be sure to spoil
your loved ones a li le!
 February 15—Deadline for ﬁnancial ins tu ons to
send 1099s to individuals.
 February 28th—Begin mailing delayed and
amended form 1099s.
March
 March 11—Daylight Savings Time begins. Don’t
forget to spring forward!
 March 15th—Final mailing of any remaining delayed
original Form 1099s.
April
 April 17—Deadline to submit individual tax
returns for the year 2017. File your taxes by this
date!
 April 22—Earth Day. Remember to Reduce,
Reuse, and Recycle.

PLEASE JOIN US FOR A SHREDDING PARTY
Miller Advisors is hos ng a shredding party on
Wednesday, April 18th from 9 am to 12 pm.
Jump‐start your spring cleaning by clearing out those
old statements. Bring them to our oﬃce and help us
ﬁll the shredding truck! Your documents will be
destroyed onsite. Coﬀee, tea and breakfast pastries
will be provided.
What to Keep
 Year‐end statements for all accounts including
Raymond James Financial Services and Mutual
Funds.
 Reports for income tax repor ng such as 1099s.
What to Shred
 Keep the monthly statements un l you receive
the corresponding year‐end statement for each
account. You may then shred the monthly
statements.
 A er you read your Buy and Sell conﬁrma ons for
all accounts, you may shred those as well.
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Image: iStock
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STAFF NEWS

We would like to thank those of you have referred your associates,
clients, family members and friends to us. Your referrals are
personally and professionally the most sa sfying way for our
prac ce to grow.
Miller Advisors, Inc. is a SEC Registered Investment Advisor. The
informa on contained in this report does not purport to be a
complete descrip on of securi es, markets, or developments
referred to in this material. The informa on has been obtained from
sources considered to be reliable, but we do not guarantee that the
foregoing material is accurate or complete. Expressions of opinion
are as of this date and are subject to change without no ce. Past
performance does not guarantee future results.

One of the few constants in life is change. Some change
is unexpected and some is longed for and planned.
Miller Advisors is not immune to the winds of change
either. One of our dearest team members, Judy
Chambers will be re ring at the end of March. We have
relied upon her industry knowledge and exper se to get
the job done as well as her ever present smile and hu‐
mor. Judy has been a wonderful asset to our company
during her tenure here. Please join us in wishing Judy all
the best as she embarks on her next adventure!
We looked to con nue Judy’s strong legacy in our
search for her replacement. To that end, we will be
announcing our newest team member in the next few
weeks. Be sure to check out our blog for the update!

We would like to remind you that in the event you are unable to
speak with someone at our oﬃce, you can contact Raymond James
Client Services directly for assistance with your accounts at
(800) 647‐7378.

If you have any ques ons or feedback regarding the newsle er,
please contact the oﬃce and let us know how we can improve our
communica on with you.

Please contact us at 425.822.8122 or by email.
Be sure to include more than one email address to
ensure a prompt response.
Kathleen Miller
k.miller@milleradvisors.com
Nicole Miller
n.miller@milleradvisors.com
Kelli Young
k.young@milleradvisors.com
David Simpson
d.simpson@milleradvisors.com
Judy Chambers
j.chambers@milleradvisors.com
Jane Castro
j.castro@milleradvisors.com
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