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The giving season is upon us, and we're
reminded again how fortunate we are in a
world where most people have much less. If
you're motivated to share what you have,
warm feelings aren’t your only potential
reward. If you do things the right way, you
could reap substantial benefits at tax time.
Here are some tips to help you plan your
giving:

e Get a receipt. It's required for any
donation of $250 or more. For smaller
donations, you can substitute a cancelled
check or a payroll stub showing your
contribution. The receipt should state the
value of any goods or services provided in
exchange for your contribution.

e Know your recipient. Not everybody who
asks for a donation deserves one. It’'s best,
of course, if you've seen the group in action
and know first-hand about the good it does.

See GIVING, Page 2

Year-end Tax Tips

Remember to take retirement
distributions before year-end if you're
required. Required minimum
withdrawals start the year you turn 70%.
There’s an exception to taking
distributions from employer plans if
you're still working, but you still must
take distributions from traditional IRAs.
Roth IRAs are exempt.

Long-term capital gains are tax-free if
you're in the 15% tax bracket. If that's
not the case for you, look for capital
losses you can take to offset your gains.
Just be careful about the wash sale rule.
To claim aloss, you can't buy a
substantially identical security within 30
days before or after the sale. The rule
doesn't apply to gains.

See TAX TIPS, Page 2
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You can also check out charities through
Internet sites such as www.quidestar.org,
www.charitynavigator.org and

www.bbb.org.

e Clean out your closets and give away
items in good condition. If you itemize
deductions on your tax return, make a list
of your donations so you can value them.
Some charities that accept used goods
offer valuation guides on their Web sites.

e Give appreciated securities such as
stocks or mutual funds instead of cash.
You avoid paying the capital gains tax,
which is worthwhile even if you don’t
itemize. If you itemize, you also get a tax
deduction for the full amount of your
donation. Giving away securities is one
way to deal with the problem of not having
kept good records showing your cost. If
you want to give away securities on which
you have a loss, sell them first and
donate the cash. That way you can take
the tax loss, which doesn't do the charity
any good.

e Donate money directly from your IRA if
you are older than 707%. If your IRA
custodian makes the check out directly to
the charity, you never have to pay taxes
on the distribution. The down side is that
you don’t get to take a charitable
deduction. This technique is particularly
valuable for people who don't itemize
deductions on their tax returns.

e Consider making next year’s
contribution in advance. This can be a
great strategy if you're in a higher tax
bracket this year than you will be next
year or if you itemize only in alternate
years, taking the standard deduction in
between.

e A charitable gift fund or foundation
might be right for you. Want to get a tax
deduction right now but have your
favorite charity get the money over a
period of years? A fund or foundation
can be your intermediary. One also may
be able to help if you want to give a gift
such as real estate, life insurance
policies or closely-held stock that your
chosen charity might not be equipped to
accept.

e Get advice. Talk to your tax or
financial adviser if you're contemplating
areally large gift. Your particular
circumstances might make a difference
in the best strategy for you to employ.

e Give your time and talents. Many
organizations welcome volunteers.
Hands-on help might be a particularly
good idea if you aren’t able to give as
much money this year as you have in
the past. Getting involved can be
psychologically rewarding — good for
you as well as for the charity. And your
out-of-pocket costs may even be
deductible.

Tax Tips, from Page 1

Start organizing your tax papers. Collect receipts
for deductible expenses, your final 2011 pay stub
and your 1099 forms as they arrive to get a head
start on your tax return. If you think you might candidates. The exception to this rule: You
owe the IRS, calculate whether you need to send expect to be in a higher tax bracket next

in an estimated tax payment by Jan. 17. year.

Prepay deductible expenses if you itemize.
College tuition, charitable gifts and
business expenses are all good


http://www.guidestar.org/
http://www.charitynavigator.org/
http://www.bbb.org/
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In 2012, contribution limits for both traditional
and Roth IRAs (individual retirement
accounts) will remain the same as in 2011:
$5,000 a year for those 49 years of age or
younger. If you are 50 or older, the maximum
contribution is $6,000. This limit can be split
between a traditional and a Roth IRA. These
annual contribution limits are imposed by the
federal government.

The graph shows a $4,000 and $5,000
annual contribution growing at a hypothetical
8% annual return. Notice the dramatic impact
on the ending value of the portfolio. This may
be a great time to re-evaluate your financial
situation and plan to max out your annual
investment to your IRA. Even if you are
unable to max out your contribution, any
increase you can afford may help you reach
your savings goals more easily in the long
run. You have till April 17 to fund your IRA for
2011.

Hypothetical Growth of Annual IRA Contribution
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The sooner you start putting aside money for
retirement, the more you might have once that
much-anticipated day arrives. Saving for college
tuition, purchasing a new home, unforeseen
medical expenses, or life’s other necessities,
surprises, or even enjoyments can cause
investors to postpone saving. Starting the
retirement planning process late in one’s life can
be daunting, but it is by no means impossible.

Crunch the Numbers: The first step to getting
back on track is to put together a budget — this
will force you to focus on your financial
situation and can serve as a roadmap to
success. Once you have outlined all of your
expenses, simply subtract the total from your
net income. The result will give you a clear
indication of how much you can potentially
save, and also help you identify areas in which

you may be spending too much.

Cut Unnecessary Expenses: There are
essential expenses that cannot be eliminated:
food, electricity, etc. However, most people can
identify some areas, like entertainment, that are
not vital to one’s existence and can be cut back
on. The more areas that you can trim will lead to
more money that can be earmarked for
retirement.

Take Advantage of Catch-up Contributions:
Catch-up contribution limits allow investors age 50
and older to increase their contribution. For
example, they can make an extra contribution of
$5,500 to their 401(k) in 2011, equating to a
maximum contribution of $22,000. IRA catch-ups
are $1,000 in 2011, leading to a maximum
contribution of $6,000.
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You know the importance of saving and you've
been making efforts to put aside a certain
percentage of your income each month. (Let's
assume 10% for purposes of this example).
However, letting the money just sit in your bank
account may not be enough. If you want to
maximize the potential of your savings, you may
have to invest it. As the attached image
illustrates, saving without investing over a 41-
year period would have resulted in an
accumulated wealth value of only $90,814.
Placing your money in 5-year fixed-term
investments (a relatively low-risk choice) would
have accumulated $269,563, and a diversified
portfolio would have provided the highest ending
wealth value: $643,140. Here are some options
for you to consider.

Financial adviser: An attractive option for a
beginner investor may be to employ the services
of a financial advisor — a professional who
would manage your money for you. When
choosing a financial adviser, you must carefully
research his or her credentials, qualifications
and experience. Look for professional
certifications such as CFP® (Certified Financial
Planner™) and ensure they are valid and
current. Check the National Association of
Personal Financial Advisors, a financial-planning
organization whose members have to meet high
standards for professional competency and
knowledge. Most important, inquire about how
the adviser gets paid: hourly rate, fee or
commission. (At Holifield Huntley, we are paid
only by our clients and we take no commissions
or other compensation from outside sources. We
believe that is the best way to keep our interests
aligned with our clients.)

Retirement accounts: There are two major
types of retirement accounts, 401(k) plans and
IRAs. A 401(k) is a tax-deferred retirement
account established through your employer.
Your contributions are deducted pre-tax from
your salary, and your company may match a
certain percentage of what you're contributing.
You should make every effort to contribute to
your 401(k) and to maximize the employer
match.

A traditional IRA is similar to a 401(k) in that it
-4-
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allows you to make pre-tax contributions, but the
account is not linked to your employer. There
are various types of IRAs and it is best to be
informed and research them to determine which
type of account will suit your needs. As to where
to open the account, many banks, credit unions,
and brokers offer IRAs, but again, you must
research and ask questions before making your
final choice.

Brokerage account: If you're a more
experienced investor and want to invest in
individual stocks, bonds, or mutual funds, one
option is to open a brokerage account. This type
of account allows you to buy and sell
investments by paying professionals to execute
trades for you. (Of course, they'll charge you for
it.) Traditional brokers offer more services and
may also advise you as to which investments
are right for you, and therefore charge steeper
commissions. Discount brokers cater to more
independent, self-directed investors who already
know what investments they want, and their
commissions are generally lower.
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Strong retail sales, an improving
employment report, falling gasoline prices,
and rising auto sales all painted a picture of
a stronger U.S. economy these past few
weeks

GDP: GDP for the third quarter was
revised downward to 2.0% from 2.5%,
based on a larger-than-estimated inventory
reduction and lower-than-expected imports.
Fourth-quarter GDP estimates remain in
the 2.5% to 3.0% range, which would bring
the full year to the 1.5% to 1.75% range.
One of the strongest determinants that
could make these numbers true is
consumer demand, which is expected to
remain high at least during the holidays.

Employment: November employment
numbers continued on a slow but steady
upward trend. Although the recession
officially ended in June 2009, private
employment continued to decline until Feb.
2010. Overall, 8.9 million private-sector
jobs were lost during the recession, and
only 3.0 million were recovered since the
February 2010 bottom (roughly equivalent
to a 140,000 to 150,000 per month
average). Consistent along these lines,
employment numbers in November
increased by 140,000 (better than 117,000
in October, but not as good as 220,000 in
September). Longer store hours this
holiday season translated into 50,000 jobs
added in the past month, but these
positions are mostly temporary, and the
trend will find itself reversed once the busy
season is over.

Unemployment: The drop in the
unemployment rate to 8.6% from 9.0% may

well be the best news. However, only half
of the decline was due to people actually
finding jobs. The other half of the decline
happened because of people who stopped
looking, which is unusual, to say the least,
in a still-uncertain economy. While a
decline in the unemployment rate is good,
the key metric that will move the economy
forward is the number of new jobs added,

-5.

which has been good, but not stellar, so
far.

Income data: Real disposable income
grew by 0.3% in October after declining
three months in a row because of high
inflation, falling Medicaid payments, and
collapsing interest receipts. Consumption
slowed from 0.5% in September to an
even more depressing 0.1% in October.
But then again, a year-over-year analysis
using a three-month moving average
shows consumption more steady, at
about 2%.

However, the biggest detriment to
consumer incomes has been taxes.
Cessation of various stimulus programs,
increases in state tax rates, and the
progressive federal tax system mean that
a 2.7% jump in incomes has been
accompanied by a 15.9% jump in taxes.
High earners were probably the ones who
felt it most, but a look at luxury retailers
contradicts this, as high-end spending
has remained fairly constant.

Retail sales: In terms of year-over-year
percentage change data, retail sales
seem to be slowing down, but the
comparison is very tough, since
November was one of the strongest
months in 2010.

Auto industry: Automakers recently
reported new U.S. light-vehicle sales with
the best seasonally adjusted annualized
selling rate since Cash for Clunkers in
August 2009. In absolute terms,
November sales totaled 994,786, up
13.9% from November 2010, and every
major auto manufacturer except Honda
posted a year-over-year sales increase.

In light of these mostly positive economic
indicators, the overall consensus seems
to finally indicate that the U.S. economy
will not double dip. On the other hand,
nobody is yet willing to project a robust
2012 either.
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If you as a consumer need an additional line
of credit, a home equity loan is one of several
options that you can choose from. A home
equity loan is a second mortgage where your
home serves as collateral. There are two
major advantages of home equity loans. First,
the interest rate on home equity loans is
usually lower than credit cards and other
consumer loans. Second, you can usually
deduct the interest on home equity loans,
unlike other loans. There are two types of
home equity loans: fixed-rate loans and lines
of credit.

A fixed-rate loan provides a single, lump-sum
payment to the borrower and is repaid over a
fixed period of time at a pre-determined
interest rate. This is useful if you know how
much you would need and when you would
be able to pay off the loan.

A home equity line of credit (HELOC) is a
variable rate loan that works like a credit
card. Borrowers are pre-approved for a

2012 Holiday Closings

specific spending limit and can withdraw
money when needed via a credit card or
special checks. Similar to a fixed-rate loan,
the outstanding loan amount must be
repaid in full at the end of the term.
However, unlike a fixed-rate loan, HELOC
interest rates float up or down, generally
adjusted based on the current prime rate.
A HELOC is a convenient way to cover
short-term, recurring costs, such as
quarterly tuition for a college degree.

Although home equity loans do provide
attractive rates of financing, we caution
consumers to think twice about the
reasons why one would need an additional
line of credit. If you are thinking about
using a home equity loan for day-to-day
expenses, you should examine whether
you are overspending and possibly sinking
deeper into debt. If you end up taking out
more money than your house is worth,
some of the interest paid on the loan may
not be tax deductible.

Holifield Huntley will be closed:

e Monday, January 2 (New Year’s)

e Monday, January 16 (ML King Jr Day)
e Monday, February 20 (Presidents Day)
e Friday, April 6 (Good Friday)

e Monday, May 28 (Memorial Day)

e Wednesday, July 4 (Independence Day)
e Monday, September 3 (Labor Day)

e Thursday, November 22, (Thanksgiving)
e Tuesday, December 25 (Christmas)

As an independent Registered Investment Adviser,

Holifield Huntley is committed to putting its clients

first. Read more about why more investors are turning
to RIAs for help with their complex financial problems:

www.RIAStandsForYou.com.

“‘RIA” means we are registered with the US Securities
and Exchange Commission. The government does

not approve advisers or their qualifications.
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