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Charitable Donations from IRAs Market Update, 3rd Quarter 2018

As summer transitions into fall, we also turn the page on another 
calendar quarter. It was a solid quarter for U.S. stocks. The S&P 500 
(Large Cap stocks) was up 7.71% and is up 10.56% YTD. U.S. Small 
Cap stocks also continue to climb higher, with the Russell 2000 
ending the 3rd quarter up 3.58% and is also up 11.51% YTD. The 
Barclays Aggregate Bond index had a positive last three months but 
is down -1.60% YTD. International stocks continue to lag this year 
and are down -1.50% YTD, but were up 1.31% in the quarter. 

After the U.S. markets stumbled out of the gates earlier in 
the year, the summer months have been quite remarkable but 
frustrating at the same time. We are in a very narrow market 
where only some sectors and regions of the world have done 
well. One of the reasons for the U.S. market’s outperformance 
in the last two quarters is that certain sectors, specifically 
technology, could be considered tariff-proof. For example, 
Amazon and Google are less affected by tariffs than companies 
in the material or industrial sectors. Another significant factor 
is the increased value of the dollar. As the dollar’s value becomes 
greater, non-U.S. currencies become less which means doing 
business with the U.S. becomes more expensive for those 
other countries. There have also been some political pressures 
worldwide which have negatively influenced the International 
markets. The U.K., Turkey, Italy, and Brazil are all dealing with 
different political and economic issues internally.

In times like this, we may hear the question, “Does 
diversification matter?” It is very important to remember that 
not all markets will react or perform the exact same way at the 
exact same time. If you look back just a year ago, the tables were 
turned: emerging markets and international stocks outperformed 
the U.S. in 2017. 

Although the U.S. market has outperformed so far this year, it is 
necessary to look at the details to see what factors have actually 

The Tax Cuts and Jobs Act impacts the way many retired taxpayers should 
be planning for their charitable giving.

If you reach age 70½, you can make cash donations to IRS-approved 
charities out of your Individual Retirement Account (IRA). To take 
maximum advantage of these qualified charitable distributions (QCDs) 
for 2018, consider using your 2018 IRA required minimum distributions 
(RMDs) to fund your charitable donations for this year. As you would 
expect,  there are some rules you must follow. 

Qualified Charitable Distribution Basics 
QCDs can be taken out of your traditional IRAs free of any federal 
income tax. The tax-free treatment of QCDs equates to a 100% deduction 
— because you’ll never be taxed on those amounts, and you don’t have 
to worry about any of the tax-law restrictions that apply to itemized 
charitable write-offs. 

A QCD must meet all the following requirements:

   •  It must be distributed from an IRA, and it cannot occur before you, as 
the IRA owner or beneficiary, reach age 70½.

   •  It must meet the normal tax-law requirements for a 100% deductible 
charitable donation. If you receive any benefits that would be 
subtracted from a donation under the normal charitable deduction 
rules, (such as free tickets to an event), the distribution cannot be a 
QCD. Beware of this rule! 

   •  It must be a distribution that would otherwise be taxable. A Roth IRA 
distribution can meet this requirement if it’s not qualified (tax-free). 
However, making QCDs out of Roth IRAs is generally inadvisable. 

Key Point: If you inherited an IRA from the original account owner, you can 
also do the QCD drill with the inherited account if you’ve reached age 70½.

$100,000 Annual Limit 
There’s a $100,000 limit on total QCDs for any one year. But if both you 
and your spouse have IRAs set up in your respective names, each of you 
are entitled to a separate $100,000 annual QCD limit, for a combined 
$200,000 total. 

       Tax-Saving Advantages

QCDs have at several potential tax-saving advantages: 

  1.   QCDs aren’t included in your adjusted gross income 
(AGI). This lowers the odds that you’ll be affected by 
various unfavorable AGI-based rules — such as those 
that can cause more of your Social Security benefits 

to be taxed, and more of your investment 
income to be hit with the 3.8% net investment 

income tax. 

Jim Hess, CPA,  
Managing Principal 
Direct Line: 419.496.2177 
E-mail: jhess@whitcomb.com
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Market Update, 3rd Quarter 2018  continued from page 1

Overview of Provisions of the TCJA Affecting Individuals

The recently enacted Tax Cuts and Jobs Act (TCJA) is the most 
significant tax package in thirty years. Here’s a look at some of the 
more important elements of the new law that may impact you. 

Tax rates: The new law imposes a new tax rate structure with seven 
tax brackets: 10%, 12%, 22%, 24%, 32%, 35%, and 37%. The top rate 
was reduced from 39.6% to 37% and applies to taxable income above 
$500,000 for single taxpayers, and $600,000 for married couples filing 
jointly. The rates applicable to net capital gains and qualified dividends 
were not changed. 

Standard deduction: The new law increases the standard deduction to 
$24,000 for joint filers, $18,000 for heads of household, and $12,000 for 
singles and married taxpayers filing separately. Given these increases, 
many taxpayers will no longer be itemizing deductions. 

Exemptions: The new law suspends the deduction for personal 
exemptions. Thus, starting in 2018, taxpayers can no longer claim 
personal or dependency exemptions. 

Child and family tax credit: The new law increases the credit for 
qualifying children (i.e., children under 17) to $2,000 from $1,000, 
and increases to $1,400 the refundable portion of the credit. It 
also introduces a new (nonrefundable) $500 credit for a taxpayer’s 
dependents who are not qualifying children. 

State and local taxes: The itemized deduction for state and local income 
and property taxes is limited to a total of $10,000 starting in 2018. 

Mortgage interest: Under the new law, mortgage interest on loans used 
to acquire a principal residence and a second home is only deductible 
on debt up to $750,000 (down from $1 million), starting with loans 
taken out in 2018. And there is no longer any deduction for interest on 
home equity loans, regardless of when the debt was incurred. 

Miscellaneous itemized deductions: There is no longer a deduction 
for miscellaneous itemized deductions which were formerly deductible 
to the extent they exceeded 2 percent of adjusted gross income. This 
category included items such as tax preparation costs, investment 
expenses, union dues, and unreimbursed employee expenses. 

Medical expenses: Under the new law, for 2017 and 2018, medical 
expenses are deductible to the extent they exceed 7.5 percent of 
adjusted gross income for all taxpayers. Previously, the AGI “floor” was 
10% for most taxpayers. 

Moving expenses: The deduction for job-related moving expenses has 
been eliminated, except for certain military personnel. The exclusion 
for moving expense reimbursements has also been suspended. 

Alimony: For post-2018 divorce decrees and separation agreements, 
alimony will not be deductible by the paying spouse and will not be 
taxable to the receiving spouse. 

Health care “individual mandate”: Starting in 2019, there is no  
longer a penalty for individuals who fail to obtain minimum essential 
health coverage. 

Estate and gift tax exemption: Effective for decedents dying and gifts 
made in 2018, the estate and gift tax exemption has been increased to 
roughly $11.2 million ($22.4 million for married couples). 

Alternative minimum tax (AMT) exemption: The AMT has been 
retained for individuals by the new law, but the new limits will mean 
that it will impact fewer taxpayers. 

Please call us to discuss how this new tax law will impact your personal 
tax situation.

By Jim Hess, CPA, Managing Principal

led to higher stocks. As of the 2nd quarter 2018, 100% of gain in the 
S&P 500 could be attributed to the technology sector alone, and 35% of 
that gain just from Amazon. 

You may find it helpful to think of your investment portfolio like a 
football team. There might be a game where our running attack is 
unstoppable: the driving force to a victory. However, perhaps the next 
game we have to rely more on our passing game to win. The point 
is that sometimes we rely heavily on one segment of the market for 
performance while another struggles, and vice versa. We never know 
when those times will come, so yes, diversification is important. Being 
proficient at every level provides us with the best chance of success. 

There are three key factors we will be watching that could have 
significant impact on where the markets go in the final months of the 
year. 1) Interest Rates: Will the Federal Reserve continue increasing 
interest rates two more times in 2018, or will September be the last one? 
2) International Trade: What will be the end result of the U.S. and China 
trade tariff threats? If a resolution is agreed on, that would likely be a 
positive influence on both domestic and international markets. If there 
is no resolution or tariffs are implemented, expect to see more stock 
market volatility, especially internationally. 3) The Dollar: If the dollar 

value continues to strengthen, that would be a negative influence for 
International and Emerging Markets. However, if its value declines, that 
would provide a “tailwind” and positive momentum for markets. 

Regardless of what the market does, remember that we invest for 
a purpose and with a plan. If you have any questions about your 
investment allocation, or would like to review your accounts, this could 
be a great time to get together for a review. Please feel free to contact us. 
As always, we thank you for the opportunity to serve you and wish you 
and yours a very happy close to 2018. 

Aaron Bates, CFP®,  
Investment Advisor Representative  

Direct Line: 419.496.2226 
E-mail: abates@whitcomb.com

Chris Nadler,  
Investment Advisor Representative  
Direct Line: 419.496.2227 
E-mail: cnadler@whitcomb.com
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Disclosure Statement
Please contact Whitcomb & Hess, Inc. if there are any changes in your 
financial situation or investment objectives, or if you wish to impose, 
add, or modify any reasonable restrictions to the management of your 
account. Also, as required by the United States Securities and Exchange 
Commission, a copy of our Form ADV2A and Form ADV2B: Firm Brochure, 
which provides information about the qualifications and business practices 
of Whitcomb & Hess, is available upon request. To request a copy, contact 
one of our customer service specialists at info@whitcomb.com.

Our Privacy Policy
We limit our employee access to nonpublic personal information to 
those who need to know this information to provide the best service to 
you. We do not disclose any nonpublic personal information about our 
clients or former clients to anyone, except as permitted by law.

DOW JONES INDUSTRIAL AVERAGE (Total Return)

3RD QTR |  9.63% YTD |  8.83% 5 YR AVG | 14.57%

S & P 500 COMPOSITE (Total Return)

3RD QTR |  7.71% YTD |  10.56% 5 YR AVG | 13.95%

RUSSELL 2000 (Total Return)

3RD QTR |  3.58% YTD |  11.51% 5 YR AVG | 11.07%

MSCI WORLD EX - U.S. (Total Return)

3RD QTR | 1.31% YTD | -1.50% 5 YR AVG |  4.24%

BARCLAYS US AGGREGATE BOND (Total Return)

3RD QTR | 0.02% YTD | -1.60% 5 YR AVG |  2.16%

as of 9/30/2018UPDATE  for Third Quarter 2018

End-of-Year Tax Planning

As we approach the end of 2018, there are many things you may want 
to consider doing to improve you tax situation for the year.

The following are a few of the best ideas:

 1.  Do careful planning around your itemized deductions for 
2018. The rules have changed significantly, but opportunities 
to reduce your taxes are still available.

 2.  If you can itemize your deductions, and you have appreciated 
securities, consider giving some of the securities to charity 
(instead of cash) to receive a larger overall benefit.

 3.  The timing of when to pay for itemized deductions has 
become much more critical under the new tax law. 

 4.  Consider fully-funding your retirement accounts before the 
deadline. This will not only save you taxes, but will bless you 
in retirement.

As you would imagine, there are many more possibilities, but we 
only have so much space. Consider meeting with us to discuss your 
personal tax situation and see what opportunities we can find for you. 
It is one of our most-favorite things to do! 

By Jim Hess, CPA, Managing Principal

•   $18,500 401(k) Contribution Limit / $6,000 Catch-Up 
Up $500 from 2017 – the first increase to the limit since 2015 
Catch-up limit remains unchanged

•   $5,500 IRA / Roth IRA Contribution Limit / $1,000 Catch-Up 
No change for the 6th year in a row

•   $189,000 to $199,000 AGI phase-out for IRA / Roth IRAs 
Increased $3,000 from 2017 (MFJ)

•   $55,000 SEP IRA or Solo 401(k) Contribution Limit 
Up $1,000 from 2017 
Compensation limit up by $5,000 to $275,000

•   $12,500 SIMPLE Contribution Limit / $3,000 Catch-Up 
No change from 2017

2018 RETIREMENT PLAN CONTRIBUTION LIMITS

Charitable Donations  continued from page 1

2. A QCD from a traditional IRA counts as a distribution for 
purposes of the RMD rules. Therefore, you can arrange to donate all 
or part of your 2018 RMD (up to the $100,000 limit) that you would 
otherwise be forced to receive before year end and pay taxes on.

3. QCDs reduce your taxable estate, although that’s much less an issue 
for most folks now; the TCJA drastically increased the federal estate 
tax exemption for tax years 2018 through 2025. The exemption for 
2018 is a whopping $11.18 million ($22.36 million if you’re married). 

Tracy Wells Achieves  
NSSA Advisors Certificate
Tracy Wells, Investment Advisor Representative and Financial 
Planning Specialist, has achieved her National Social Security 
Advisors certificate from the National Social Security Association 
LLC in Cincinnati.

The NSSA certificate promotes advanced Social Security education, 
providing Tracy with the knowledge to counsel clients on the best 
way to claim Social Security benefits in order to optimize lifetime 
Social Security income. The NSSA program is the gold standard in 
Social Security certification and training in the nation.

Tracy specializes in designing customized retirement plans to help 
clients maximize their Social Security benefits and 
creating budgets that help clients reach their 
goals. Since every situation is unique, Tracy 
is passionate about helping each individual or 
couple make an informed decision regarding their 
social security strategy because of the impact 
it can make on their retirement plans. 

If you have questions about your Social 
Security benefits, please feel free to 
contact Tracy.

Tracy Wells  
Investment Advisor Representative  

Direct Line: 419.496.2225 
E-mail: twells@whitcomb.com
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In April, W&H added Jordan Kvochick to the team. She fills a dual capacity of both Marketing and 
Administrative Assistance. Jordan is responsible for updating our website and other marketing-related projects. 
Scott Saner joined us in May after graduating from Ashland University. As an Accounting Associate, Scott 
prepares client payroll and payroll taxes, financial statements, as well as corporate and personal tax returns. 
Chantal Ferger joined the team in August as a Financial Paraplanner. Chantal provides support and services to 
our investment clients and advisors. She also recently passed her insurance licensing exam, and can now assist 
clients with life insurance policies. Outside the office, you may find Jordan helping paint murals, Scott out 
snowboarding, or Chantal hiking with her husband. Feel free to say hello next time you stop by!

The W&H Team Continues to Grow

Our Crew Celebrating 35 Years of Service!

Congratulations to 
W&H CPA Neil Hinkle 
and his wife Susan on 
the birth of their baby 
girl! Eleanor Faith was 
born August 28th at 
9:34 am, weighing in  
at 6 pounds, 7 ounces 
and 19.5 inches long. 
Eleanor is baby #7 for 
the Hinkle family and 
we’re glad to report that 
everyone is doing well! 

Newest Arrival
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