
The opinions expressed in this newsletter 
are for general information only and are 
not intended to provide specific advice 
or recommendations for any individual. 
To determine whether any of these 
strategies are appropriate for you, consult 
with your Cetera Investment Services 
advisor or your attorney, accountant or 
tax advisor before taking any action. 
Neither Cetera Investment Services nor 
any of its representatives may give legal 
or tax advice. Investment theories are 
provided as information only and are not 
endorsed by Cetera Investment Services. 
The information in this newsletter is not 
an offer or a solicitation of an offer to buy 
or sell any security. Advisory services may 
only be offered by Investment Adviser 
Representatives in connection with an 
appropriate Cetera Investment Services 
Advisory Services Agreement and disclosure 
brochure as provided.

I’ll turn 65 this year, and I’m thinking about starting my 
Social Security benefits. But I haven’t retired yet.  
What do I need to consider?

If you turn 65 this year, your full retirement age is 66, so your benefits will 
be reduced for early retirement. Should you retire in the month of your 
birthday, you would receive 93.33% of your full benefit. Each month closer 
to your 66th birthday adds 5/9 of 1 percent to your benefit.

More importantly, your benefits could be reduced still further if you 
continue to have earned income or self-employment income. For you, in 
2017 you will lose $1 in benefits for every $2 you earn over $16,920. In 2018 
a different rule will apply to you, the benefit loss is $1 for every $3 of earned 
income in the months before you reach age 66. The earnings limit under this 
rule is $44,880 in 2017, and it will be adjusted for inflation in 2018.

If you choose instead to defer your Social Security benefits, they will be 
boosted by 8% each year until you reach age 70.
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New year, new President. New economy?

During the 2016 Presidential election campaign, the financial 
markets tended to exhibit increased volatility 
when Donald Trump’s prospects improved, 
indicating surprise and uncertainty among 

investors. What might be the impact of this 
unconventional political outsider? Who could 
tell where the tweeting candidate might lead the 

country once in power? When the news 
broke on election night that Trump 
would be the next President, a sell-

off in foreign markets drove stock prices 
sharply lower. One commentator, Paul Krugman 

of The New York Times, speculated that stock prices might never recover. 

Yet before the day after the election was over, stocks had recovered and then 
some. Since then, stock market indices have repeatedly touched new highs. 
Investors seemingly have become far more optimistic, despite the fact that 
uncertainty about the policies of the incoming administration has not  
really abated.

Still, a bias toward lower taxes and fewer regulations, even in the absence  
of specifics, is considered by most to be a harbinger of better economic  
times ahead.

Lower taxes?

Candidate Trump had a plan for lower tax rates, and House Republicans 
issued their own blueprint for simplifying the tax code. Lower tax rates don’t 
necessarily mean lower taxes, as deductions and credits typically have to be 
scaled back to offset revenue losses. The details will have to be worked out, 
and bipartisanship will be needed to avoid procedural hurdles.
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A very new year

2016 may go down as the most 
unpredictable and surprising year 
in recent political history. 2017 
may be similar for the financial 
markets. Or it may not. Here we 
present one take on what investors 
should be considering as they 
evaluate the efforts of the incoming 
administration.

On page 3 you’ll find “IRAs: The 
critical retirement resource.” If 
you haven’t yet made your IRA 
contributions for the 2016 tax year, 
it’s time.

Please bring us your questions  
about saving and investing.  
Put our experience to work for you.
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New Economy?. . . continued

The primary focus is likely to be on 
corporate taxes. The U.S. has the 
highest corporate tax rate in the world 
at 35%, and our current tax rules have 
strongly encouraged multinational 
companies to invest trillions of dollars 
overseas instead of here at home. This 
paradigm is no longer sustainable. 
The headlines may focus on whether 
the top rate falls to 15% or 20%, but 
the more important factors will be 
what happens to foreign earnings and 
whether tariffs are going to enter the 
picture. Tariffs generally are a negative 
for the global economy.

Higher interest rates

The Federal Reserve has promised for 
some time that interest rates would 
return to normal once the economy 
becomes strong enough to sustain 
them. That time began to arrive in 
December when short-term rates 
were boosted. Should the economy 
strengthen further, interest rates are 
expected to drift higher.  As rates go 
higher, the value of existing bonds will 
go lower—that’s just math, not market 
sentiment. Bonds with the longest 
maturities will fall the most. Investors 
who can hold their bonds to maturity 
don’t need to worry about paper 
losses.

Stock prices have room to grow

The December run-up in stock prices 
may have some investors wondering 
whether all the low-hanging fruit has 
already been picked. How much more 
gain may be had in 2017? The ratio 
of stock prices to earnings is high, 
suggesting stocks may be overvalued 
already. On the other hand, the p/e 
ratio is not yet setting records, and 
future earnings growth may justify 
high p/e ratios today.

One encouraging sign in this 
regard is the leadership role of the 
financial sector in December. On 
average, periods of strong relative 
performance for the financial sector 
have been associated with above 
average subsequent returns for the 

IRAs now play a very important 
part in delivering financial security 
in retirement, according to a 2016 
study by the Investment Company 
Institute. Total investments in IRAs 
came to $7.3 trillion at year-end 
2015, representing nearly a third of 
all retirement assets. By comparison, 
only $2.9 trillion was held in private 
sector pension plans, $3.6 trillion in 
state and local pension plans, and 
$1.5 trillion in the pension system 
for federal employees. Some $6.7 
trillion is held in defined contribution 
retirement plans, such as 401(k) and 
403(b) plans. Additional data points 
of interest:

• Of the $7.3 trillion held in IRAs,  
$3.5 trillion is invested in mutual 
funds.

• Nearly 40 million households 
owned IRAs in 2015. Roughly 20 
million households had a Roth IRA.

• Only 14% of households made 
an IRA contribution in 2014. The 
majority of growth in assets has come 

from rollovers from employer plans 
and increases in asset values.

• When a traditional IRA was 
opened in 2015, in 86% of the cases 
it was with a rollover contribution. 
In contrast, when a Roth IRA was 
opened that year, in 75% it was with 
ordinary contributions. A rollover to 
a Roth IRA necessarily incurs a large 
income tax liability in the year of the 
rollover, which may account for the 
difference.

• Of the households with a traditional 
IRA, 68% reported that they have a 
formal strategy for managing income 
and assets during their retirement. Of 
those with a plan, 63% said that they 
had consulted a financial professional 
in developing their strategy (see table 
below for additional responses.)

The 2017 IRA contribution rules

For the tax years 2016 and 2017, up 
to $5,500 may be contributed to a 
traditional IRA or to a Roth IRA. An 
individual who reaches age 50 (or 

older) during the tax year is eligible to 
make an additional $1,000 “catch-
up” contribution. However, income 
limits apply to the deductibility of 
contributions to traditional IRA, and 
higher-income taxpayers are not 
permitted to make contributions to 
Roth IRAs. See your tax preparer for 
more details.

A 10% premature withdrawal penalty 
applies to traditional IRA distributions 
that occur before the owner reaches 
age 59½. Penalty-free (but fully 
taxable) distributions may begin after 
59½. Required minimum distributions 
must begin once the owner reaches 
age 70½. Distributions from Roth 
IRAs, in contrast, are potentially tax 
free, and these accounts are not 
burdened with minimum distribution 
requirements.

We don’t provide tax advice. 
However, we can help you develop 
a strategy for managing your 
retirement income. To learn more,  
call on us today.

IRAs: The critical retirement resourceoverall market. In this regard, the 
market is possibly signaling a period 
of improved bank lending driven by 
regulatory changes and generally 
easier lending standards for small 
businesses and consumers.

Reagan redux?

Some have compared the election of 
President Trump to that of another 
stranger to Washington, D.C., Ronald 
Reagan. Several caveats are in order, 
however. When President Reagan 
was elected in 1980, the top marginal 
tax rate was 70% versus 39.6% 
currently, inflation was soaring and 
set to plunge, the unemployment 
rate was very elevated, and stock 
valuations were near historical lows 
on many measures. Today, Mr. Trump 
will inherit a debt-to-GDP ratio of 
105% (vs. 31% in 1981), an economy 
that is at or near full employment, 
an equity market that appears rich 
based on many traditional valuation 
measures, and a Federal Reserve 
set to embark on an interest rate 
tightening cycle. Demographics were 
also a favorable throughout the 1980s 
as baby boomers entered their prime 
working years, and women became 
a steadily growing percentage of the 
labor force—two trends that have now 
reversed. While a generally optimistic 
view of Mr. Trump’s pro-growth 
policies is justifiable, Reagan-era-like 
growth on a sustained basis is likely 
not a high probability outcome.

Does your portfolio need review?

Are you satisfied with the state of 
your portfolio? Would the thoughts 
of an investment professional 
about your holdings be valuable? 
We invite you to come in for a 
conversation about 
your investment goals, 
strategies and 
tactics as the 
new year 
begins.

Investor take-aways

Running of the bull. The current 
bull market is elderly by historic 
standards, but the new tax and 
regulatory environment should give 
it renewed life. Last year’s concerns 
about economic growth losing 
momentum have given way to fears 
of the economy heating up too 
quickly, suggesting a new recession 
is unlikely.

Value over growth. Last year’s 
slow earnings growth environment 
supported a tilt more toward growth 
over value.  With growth picking up, 
more value-oriented groups should 
outperform. Specifically, higher 
rates and a steepening yield curve 
could be a tailwind to firms in the 
financial industry, such as banks 
and insurance companies. A more 
favorable business backdrop, coupled 
with a possible tax holiday for 
corporate cash stockpiled overseas, 
could result in a pick-up in business 
spending. 

Buy American. U.S. dollar strength 
in 2016 led to yet another year of 
U.S. stocks beating their foreign 
counterparts. In fact, the last seven 
years saw the widest margin of 
U.S. outperformance since the 
period from 1995-2001.  Higher 
relative interest rates, coupled with 
a strong domestic economy, would 
provide support for the dollar to 
continue strengthening.  Still, a 
globally diversified portfolio will offer 
advantages to many investors.

Interest rates headed up. With the 
Fed signaling higher interest rates 
ahead, we could see rates drifting 
toward the 2.75% - 3.25% range on 
the 10-year Treasuries. Even in the 
wake of moderately higher rates, 
bonds will serve a valuable role in a 
diversified portfolio. When rates are 
rising, a shorter-than-benchmark 
duration is generally recommended 
for the fixed income portion of  
a portfolio. 

Source: Investment Company Institute IRA Owners Survey (May 2015)

Where did you get your advice?

Traditional IRA owners who said that they had a strategy for managing their income and assets during retirement said 
that they had turned to these sources for help (multiple responses included): 

 A professional financial adviser          63%

 Seminars or workshops from financial services firms        47%

 Spouse or partner       43%

 Employer      38%

 Printed material from financial services firms      38%

 IRS publications    30%

 Online materials from financial services firms   25%

 Friends and family  23%

 A financial software package 7%

 Other
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I’ll turn 65 this year, and I’m thinking about starting my 
Social Security benefits. But I haven’t retired yet.  
What do I need to consider?

If you turn 65 this year, your full retirement age is 66, so your benefits will 
be reduced for early retirement. Should you retire in the month of your 
birthday, you would receive 93.33% of your full benefit. Each month closer 
to your 66th birthday adds 5/9 of 1 percent to your benefit.

More importantly, your benefits could be reduced still further if you 
continue to have earned income or self-employment income. For you, in 
2017 you will lose $1 in benefits for every $2 you earn over $16,920. In 2018 
a different rule will apply to you, the benefit loss is $1 for every $3 of earned 
income in the months before you reach age 66. The earnings limit under this 
rule is $44,880 in 2017, and it will be adjusted for inflation in 2018.

If you choose instead to defer your Social Security benefits, they will be 
boosted by 8% each year until you reach age 70.
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New year, new President. New economy?

During the 2016 Presidential election campaign, the financial 
markets tended to exhibit increased volatility 
when Donald Trump’s prospects improved, 
indicating surprise and uncertainty among 

investors. What might be the impact of this 
unconventional political outsider? Who could 
tell where the tweeting candidate might lead the 

country once in power? When the news 
broke on election night that Trump 
would be the next President, a sell-

off in foreign markets drove stock prices 
sharply lower. One commentator, Paul Krugman 

of The New York Times, speculated that stock prices might never recover. 

Yet before the day after the election was over, stocks had recovered and then 
some. Since then, stock market indices have repeatedly touched new highs. 
Investors seemingly have become far more optimistic, despite the fact that 
uncertainty about the policies of the incoming administration has not  
really abated.

Still, a bias toward lower taxes and fewer regulations, even in the absence  
of specifics, is considered by most to be a harbinger of better economic  
times ahead.

Lower taxes?

Candidate Trump had a plan for lower tax rates, and House Republicans 
issued their own blueprint for simplifying the tax code. Lower tax rates don’t 
necessarily mean lower taxes, as deductions and credits typically have to be 
scaled back to offset revenue losses. The details will have to be worked out, 
and bipartisanship will be needed to avoid procedural hurdles.
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