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Now that we are past Memorial Day and
spring is drawing to a close, I hope
everyone has some good plans for the
summer. Here in the Boston area, this was
a tough spring. As many of you know, I
have coached youth lacrosse for many
years (11 including this season). This was
by far the worst weather spring that I can
remember. My team had probably half of its
practices canceled, and 5 of its 12 games,
due to rain. We were only able to make up
2 of the games. As a coach, I was most
frustrated by the lack of practice. I feel like
my team never came together like it has in
the past. On the bright side, the fields, like
our lawns, are green and we have less
concern about a drought. The big news in
the financial world is that the Federal
Reserve just raised rates again. It was
expected and the markets haven't
over-reacted. There is a great article in this
newsletter about rising rates and how they
can affect you. Enjoy your summer and be
safe...especially over the July 4th holiday!
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You've probably heard the
news that the Federal
Reserve has been raising
its benchmark federal
funds rate. The Fed
doesn't directly control
consumer interest rates,
but changes to the federal
funds rate (which is the
rate banks use to lend funds to each other
overnight within the Federal Reserve system)
often affect consumer borrowing costs.
Forms of consumer credit that charge variable
interest rates are especially vulnerable,
including adjustable rate mortgages (ARMs),
most credit cards, and certain private student
loans. Variable interest rates are often tied to a
benchmark (an index) such as the U.S. prime
rate or the London Interbank Offered Rate
(LIBOR), which typically goes up when the
federal funds rate increases.
Although nothing is certain, the Fed expects to
raise the federal funds rate by small increments
over the next several years. However, you still
have time to act before any interest rate hikes
significantly affect your finances.

Adjustable rate mortgages (ARMs)
If you have an ARM, your interest rate and
monthly payment may adjust at certain
intervals. For example, if you have a 5/1 ARM,
your initial interest rate is fixed for five years,
but then can change every year if the
underlying index goes up or down. Your loan
documents will spell out which index your ARM
tracks, the date your interest rate and payment
may adjust, and by how much. ARM rates and
payments have caps that limit the amount by
which interest rates and payments can change
over time. Refinancing into a fixed rate
mortgage could be an option if you're
concerned about steadily climbing interest
rates, but this may not be cost-effective if you
plan to sell your home before the interest rate
adjusts.

cards have variable annual percentage rates
(APRs) that are tied to an index (typically the
prime rate). When the prime rate goes up, the
card's APR will also increase.
Check your credit card statement to see what
APR you're currently paying. If you're carrying a
balance, how much is your monthly finance
charge?
Your credit card issuer must give you written
notice at least 45 days in advance of any rate
change, so you have a little time to reduce or
pay off your balance. If it's not possible to pay
off your credit card debt quickly, you may want
to look for alternatives. One option is to transfer
your balance to a card that offers a 0%
promotional rate for a set period of time (such
as 18 months). But watch out for transaction
fees, and find out what APR applies after the
promotional rate term expires, in case a
balance remains.

Variable rate student loans
Interest rates on federal student loans are
always fixed (and so is the monthly payment).
But if you have a variable rate student loan
from a private lender, the size of your monthly
payment may increase as the federal funds rate
rises, potentially putting a dent in your budget.
Variable student loan interest rates are
generally pegged to the prime rate or the
LIBOR. Because repayment occurs over a
number of years, multiple rate hikes for variable
rate loans could significantly affect the amount
you'll need to repay. Review your loan
documents to find out how the interest rate is
calculated, how often your payment might
adjust, and whether the interest rate is capped.
Because interest rates are generally lower for
variable rate loans, your monthly payment may
be manageable, and you may be able to handle
fluctuations. However, if your repayment term is
long and you want to lock in your payment, you
may consider refinancing into a fixed rate loan.
Make sure to carefully compare the costs and
benefits of each option before refinancing.

Credit cards
It's always a good idea to keep credit card debt
in check, but it's especially important when
interest rates are trending upward. Many credit
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Future of the Federal Estate Tax
While no one can predict the future, the
possibility of tax reform is once again in the
spotlight. If it occurs, it may very well include
repeal of the federal estate tax and related
changes to the federal gift tax, the federal
generation-skipping transfer (GST) tax, and the
federal income tax basis rules.

2017 Estate Planning Key Numbers

History of the federal estate tax

Noncitizen spouse
annual gift tax
exclusion

$149,000

Generation-skipping
transfer (GST) tax
exemption

$5,490,000

Top gift, estate, and
GST tax rate

40%

In general, an estate tax is a tax on property a
person owns at death. In one form or another, a
federal estate tax has been enacted or
repealed a number of times since 1797.1
The federal estate tax has
been enacted or repealed a
number of times over the
years, while undergoing
many changes. Tax reform,
including possible repeal of
the estate tax, is back in the
spotlight once again.

$14,000

Gift tax and estate tax $5,490,000
basic exclusion
amount

Estate tax enacted

Estate tax repealed

1797

1802

1862

1872

1894

1902

Federal estate tax

1916

2010*

Repeal of the estate tax seems possible once
again. If repeal occurs, it could be immediate or
gradual as during the 2000s. Would it be
subject to a sunset provision, so that the estate
tax would return at a later time? All of this may
depend on congressional rules on the
legislative process, other legislative priorities,
and the effect the legislation would have on the
budget and the national debt.

2011*
2015 Field Guide to Estate
Planning, Business Planning
& Employee Benefits

Annual gift tax
exclusion

1

*For 2010, the estate tax was repealed, but
later retroactive legislation provided that an
estate could elect to be subject to estate tax in
return for a stepped-up (or stepped-down)
income tax basis for most property. The estate
tax was extended in 2011, with some changes.
The estate tax has undergone many changes
over the years, including the addition of a
federal gift tax and a federal GST tax during
modern times. A gift tax is a tax on gifts a
person makes while alive. A GST tax is a tax on
transfers to persons who are two or more
generations younger than the transferor. In
recent years, property owned at death has
generally received an income tax basis stepped
up (or down) to fair market value at death.

Federal gift tax

During the 2000s, the estate, gift, and GST tax
rates were substantially reduced, and the gift
and estate tax lifetime exclusion and the GST
tax exemption were substantially increased.
The estate tax and the GST tax, but not the gift
tax, were scheduled for repeal in 2010
(although certain sunset provisions would bring
them back unless Congress acted), but
legislation extended the estate tax and the GST
tax in 2011. (For 2010, the estate tax ended up
being optional and the GST tax rate was 0%.)
The gift and estate tax lifetime exclusion and
the GST tax exemption were increased to
$5,000,000 and indexed for inflation in later
years. For 2013, the top estate, gift, and GST
tax rate was increased to 40%, and the
extension and modifications were made
"permanent."

If the estate tax is repealed, the GST tax would
probably be repealed (as in 2010). If the gift tax
is not repealed, it is possible that the lifetime
GST tax provisions would be retained, but the
GST tax provisions at death repealed.

If the estate tax is repealed, the gift tax may
also be repealed. However, it is possible that
the gift tax would be retained as a backstop to
the income tax (as in 2010). To some extent,
the gift tax reduces the ability of individuals to
transfer property back and forth in order to
reduce or avoid income taxes.

Federal GST tax

Federal income tax basis
If the estate tax is repealed, it is possible that
the general income tax basis step-up (or
step-down) to fair market value at death would
be changed to a carryover basis (i.e., the
decedent's basis before death carries over to
the person who inherits the property). In 2010,
a modified carryover basis (a limited amount of
property could receive a stepped-up basis)
applied unless the estate elected to be subject
to estate tax. It is also possible that a
Canadian-style capital gain tax at death could
be adopted in return for a stepped-up basis for
the property.
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Infographic: 4 Things to Do in the 4 Years Before College
College is a huge financial undertaking. With costs increasing every year and the prospect of too
much student debt at the forefront of many families' minds, it's more important than ever to be an
educated college consumer. Go into the planning process wisely with these four steps.
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This information, developed by an
independent third party, has been obtained
from sources considered to be reliable, but
Raymond James Financial Services, Inc.
does not guarantee that the foregoing
material is accurate or complete. This
information is not a complete summary or
statement of all available data necessary for
making an investment decision and does not
constitute a recommendation. The
information contained in this report does not
purport to be a complete description of the
securities, markets, or developments referred
to in this material. This information is not
intended as a solicitation or an offer to buy or
sell any security referred to herein.
Investments mentioned may not be suitable
for all investors. The material is general in
nature. Past performance may not be
indicative of future results. Raymond James
Financial Services, Inc. does not provide
advice on tax, legal or mortgage issues.
These matters should be discussed with the
appropriate professional.
Securities offered through Raymond James
Financial Services, Inc., member
FINRA/SIPC, an independent broker/dealer,
and are not insured by FDIC, NCUA or any
other government agency, are not deposits or
obligations of the financial institution, are not
guaranteed by the financial institution, and
are subject to risks, including the possible
loss of principal.

Are you ready to retire?
Here are some questions to
ask yourself when deciding
whether or not you are ready
to retire.

IRAs. Remember that you need taxable
compensation to contribute to an IRA.

You'll also have a longer period of time to
contribute to employer-sponsored plans like
Is your nest egg adequate? 401(k)s — and to receive any employer match or
It may be obvious, but the earlier you retire, the other contributions. (If you retire early, you may
forfeit any employer contributions in which
less time you'll have to save, and the more
you're not fully vested.)
years you'll be living off your retirement
savings. The average American can expect to
Will you need health insurance?
live past age 78.* With future medical advances Keep in mind that Medicare generally doesn't
likely, it's not unreasonable to assume that life
start until you're 65. Does your employer
expectancy will continue to increase. Is your
provide post-retirement medical benefits? Are
nest egg large enough to fund 20 or more years you eligible for the coverage if you retire early?
of retirement?
If not, you may have to look into COBRA or an
When will you begin receiving Social
Security benefits?
You can receive Social Security retirement
benefits as early as age 62. However, your
benefit may be 25% to 30% less than if you
waited until full retirement age (66 to 67,
depending on the year you were born).

individual policy from a private insurer or the
health insurance marketplace — which could be
an expensive proposition.
Is phasing into retirement right for you?

Retirement need not be an all-or-nothing affair.
If you're not quite ready, financially or
psychologically, for full retirement, consider
How will retirement affect your IRAs and
downshifting from full-time to part-time
employer retirement plans?
employment. This will allow you to retain a
The longer you delay retirement, the longer you source of income and remain active and
productive.
can build up tax-deferred funds in traditional
* NCHS Data Brief, Number 267, December 2016
IRAs and potentially tax-free funds in Roth

What is an ERISA fiduciary?
The Employee Retirement
Income Security Act (ERISA)
was enacted in 1974 to protect
employees who participate in
retirement plans and certain
other employee benefit plans. At the time, there
were concerns that pension plan funds were
being mismanaged, causing participants to lose
benefits they had worked so hard to earn.
ERISA protects the interests of plan
participants and their beneficiaries by:

Fiduciaries must diversify plan investments to
minimize the risk of large losses, unless it's
clearly prudent not to do so. Fiduciaries must
also avoid conflicts of interest. They cannot
allow the plan to engage in certain transactions
with the employer, service providers, or other
fiduciaries ("parties in interest"). There are also
specific rules against self-dealing.
Who is a plan fiduciary? Anyone who:

• Exercises any discretionary control over the
plan or its assets
• Requiring the disclosure of financial and other
•
Has any discretionary responsibility for
plan information
administration of the plan
• Establishing standards of conduct for plan
• Provides investment advice for a fee or other
fiduciaries
compensation (direct or indirect)
• Providing for appropriate remedies,
Plan fiduciaries may include, for example,
sanctions, and access to the federal courts
discretionary plan trustees, plan administrators,
It's the fiduciary provisions of ERISA that help
investment managers and advisors, and
protect participants from the mismanagement
members of a plan's investment committee.
and abuse of plan assets. The law requires that
fiduciaries act prudently, solely in the interests Fiduciaries must take their responsibilities
seriously. If they fail to comply with ERISA's
of plan participants and beneficiaries, and for
the exclusive purpose of providing benefits and requirements, they may be personally liable for
any losses incurred by the plan. Criminal
paying reasonable expenses of administering
liability may also be possible.
the plan.
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