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ARE WE HEADED TOWARD A RECESSION OR GREATER GROWTH AS A NATION?
President Trump emphasized the following in his State of the Union message to all Americans:
1. Renewal of the American spirit, national pride, and strength in a unified country.
2. To provide greater protection for our citizens and support for law enforcement throughout
the United States.
3. Support for our veterans and the military.
4. To appoint Judges that will defend our Constitution and showed his resolve by appointing
Judge Gorsuch to the supreme court.
5. Tax reform for individuals and corporations.
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6. To reform and improve our health care system.
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7. To re-establish America as the leader of the free world and improve relations with our allies
all over the world.
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The future holds many unknowns but the markets have been favorable to investors so far in 2017.
Leading economic indicators at this time point to continued growth and hopefully this will continue
and reward prudent investors. Diversification is still the key to long-term success. The Bible tells
us in Ecclesiastes 11:2 to be diversified because of the uncertainty of the future. In this verse Solomon advises “7 or 8 portions”, and we take that to mean 7 or 8 different asset classes. Sir John
Templeton stated, “bull-markets are born on pessimism, grow on skepticism, mature on optimism
and die on euphoria.”
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Grandparents Can Help Bridge the College Cost Gap
For many families, a college education is a significant
financial burden that is increasingly hard to meet with
savings, current income, and a manageable amount of
loans. For some, the ace in the hole might be grandparents, whose added funds can help bridge the gap. If
you're a grandparent who would like to help fund your
grandchild's college education, here are some strategies.
529 college savings plan

they can make a penalty-free withdrawal from the account up to the amount of the scholarship (though they
would still owe income tax on the earnings portion of
this withdrawal).
Finally, a word about financial aid. Under current federal financial aid rules, a grandparent-owned 529 account
is not counted as a parent or student asset, but withdrawals from a grandparent-owned 529 account are
counted as student income in the following academic
year, which can decrease the grandchild's eligibility for
financial aid in that year by up to 50%. By contrast,
parent-owned 529 accounts are counted as parent
assets up front, but withdrawals are not counted as
student income - a more favorable treatment.

A 529 college savings plan is one of the best vehicles for
multigenerational college funding. 529 plans are offered
by states and managed by financial institutions. Grandparents can open a 529 account on their own - either with
their own state's plan or another state's plan - and name
their grandchild as beneficiary (one grandchild per account), or they can contribute to an existing 529 account Outright cash gifts
that has already been established for that grandchild (for
Another option for grandparents is to make an outright
example, by a parent).
gift of cash or securities to their grandchild or his or her
Once a 529 account is open, grandparents can contribute parent. To help reduce any potential gift tax implicaas much or as little as they want, subject to the individual tions, grandparents should keep their gift under the
plan's lifetime limits, which are typically $300,000 and up. annual federal gift tax exclusion amount — $14,000 for
Grandparents can set up automatic monthly contributions individual gifts or $28,000 for joint gifts. Otherwise, a
or they can gift a larger lump sum - a scenario where 529 larger gift may be subject to federal gift tax and, for a
gift made to a grandchild, federal generation-skipping
plans really shine.
transfer tax, which is a tax on gifts made to a person
Contributions to a 529 plan accumulate tax deferred
who is more than one generation below you.
(which means no taxes are due on any earnings made
along the way), and earnings are completely tax-free at An outright cash gift to a grandchild or a grandchild's
the federal level (and typically at the state level) if ac- parent will be considered an asset for financial aid
count funds are used to pay the beneficiary's qualified purposes. Under the federal aid formula, students must
education expenses. (However, the earnings portion of contribute 20% of their assets each year toward college
any withdrawal used for a non-education purpose is sub- costs, and parents must contribute 5.6% of their asject to income tax and a 10% penalty.)
sets.
Under rules unique to 529 plans, individuals can make a
lump-sum gift of up to $70,000 ($140,000 for joint gifts by
a married couple) and avoid federal gift tax by making a
special election on their tax return to treat the gift as if it
were made in equal installments over a five-year period.
After five years, another lump-sum gift can be made using the same technique. This strategy offers two advantages: The money is considered removed from the
grandparents' estate (unless a grandparent were to die
during the five-year period, in which case a portion of the
gift would be recaptured), but grandparents still retain
control over their contribution and can withdraw part or all
of it for an unexpected financial need (the earnings portion of such a withdrawal would be subject to income tax
and a 10% penalty, though).

Pay tuition directly to the college
For grandparents who are considering making an outright cash gift, another option is to bypass grandchildren and pay the college directly. Under federal law,
tuition payments made directly to a college aren't considered taxable gifts, no matter how large the payment.
This rule is beneficial considering that tuition at many
private colleges is now over $40,000 per year. Only
tuition qualifies for this federal gift tax exclusion; room
and board aren't eligible.

Aside from the benefit of being able to make larger taxfree gifts, paying tuition directly to the college ensures
that your money will be used for education purposes.
However, a direct tuition payment might prompt a colWhat happens at college time if a grandchild gets a lege to reduce any potential grant award in your grandscholarship? Grandparents can seamlessly change the child's financial aid package, so make sure to ask the
college about the financial aid impact of your gift.
beneficiary of the 529 account to another grandchild, or

Note: Investors should consider the investment objectives, risks, charges, and expenses associated with 529 plans before investing, along with
each plan's specific investment options, underlying investments, and investment company.
More information can be found in the plan's official disclosure statements and prospectus, which should be read carefully before investing. As with
any investment, there are generally fees and expenses associated with participation in a 529 plan. There is also the risk that your underlying
investments may lose money or not perform well enough to cover college costs as anticipated.
Finally, be ware that your ability to take advantage of any 529 plan state tax benefits may be contingent on your enrollment in your own state's
529 plan.

Assets in 529 plans
reached $266.2 billion,
spread over 12.7
million accounts, as of
the second quarter of
2016.
Source: College Savings Plans Network,
529 Report: An Exclusive Mid-Year Review
of 529 Plan Activity,
September 2016
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Are you ready to retire?
Here are some questions to ask yourself when deciding whether or not you
are ready to retire.
Is your nest egg adequate?
It may be obvious, but the earlier you
retire, the less time you'll have to
save, and the more years you'll be living off your retirement savings. The average American can expect
to live past age 78.* With future medical advances
likely, it's not unreasonable to assume that life expectancy will continue to increase. Is your nest egg large
enough to fund 20 or more years of retirement?
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).
How will retirement affect your IRAs and employer
retirement plans?
The longer you delay retirement, the longer you can
build up tax-deferred funds in traditional IRAs and
potentially tax-free funds in Roth 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 401(k)s — and to
receive any employer match or other contributions. (If
you retire early, you may forfeit any employer contributions in which you're not fully vested.)
Will you need health insurance?
Keep in mind that Medicare generally doesn't start
until you're 65. Does your employer provide postretirement medical benefits? Are you eligible for the
coverage if you retire early? If not, you may have to
look into COBRA or an 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 downshifting from fulltime to part-time employment. This will allow you to
retain a source of income and remain active and
productive.
* NCHS Data Brief, Number 267, December 2016
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