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While much of the political fire and fury from Congress’ tax plan debate has settled, some 
of the economic smoke still lingers as financial analysts and private investors plot their way 
through the new $1.4 trillion law’s long-range ramifications. 

President Donald Trump signed the historic tax bill into law December 22 following a firestorm 
of partisan exchanges in the last few weeks that painted near apocalyptic visions if  the bill 
either passed or failed.  

American taxpayers are “going to start seeing the results in February. This bill means more 
take-home pay. It will be an incredible Christmas gift for hard-working Americans. I said I 
wanted to have it done before Christmas. We got it done,” Trump said. 

THE VOTE

The U.S. House of Representatives voted 224-201 on December 20th  in what was labeled by 
USA Today as an “unusual do-over vote”  to approve the bill following the U.S. Senate’s 51-48 
vote the same day, which included several minor changes from an earlier House version. The 
House voted 24 hours earlier to approve the tax plan’s first version.

WHAT DOES THE NEW TAX PLAN MEAN 
FOR INVESTING?
SPECIAL EDITION

One of the 3 provisions Senators removed from the House version allowed families to use tax-advantaged 529 accounts for home-schooling expenses. The 
other 2 provisions  involved the law’s title and excise-tax conditions colleges and universities can use for their endowments. 

NEW RATES & DEDUCTIONS

The law slashes the corporate tax rate from 35% to 21% and gives business owners a 20% deduction on 
business income. 

For taxpayers, the law nearly doubles the standard deductions to $12,000 for individuals and $24,000 for 
couples, which means that fewer tax payers will be able to itemize their deductions 

The new tax brackets are 10%, 12%, 22%, 24%, 32%, 35% and 37%, which are slight decreases from 
previous categories. However, many workers will move into lower tax brackets under the new law. A couple 
making $76,000, for example, would pay 12% in income taxes as opposed to 25%.

Many workers will move into lower 
tax brackets under the new law. 

A couple making $76,000, for 
example, would pay 12% in 
income taxes as opposed to 25%.
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WHAT DOES THE NEW PLAN MEAN FOR INDIVIDUAL INVESTORS?

The new tax law leaves the investment world mostly untouched and perhaps better positioned to take advantage of a rosier and potentially more robust 
marketplace.

Favorable rules for 401(k)s, IRAs, and other retirement accounts remain intact. 

The law, however, prohibits taxpayers from reversing Roth IRA conversions for a certain amount of  time, which were used by account holders if  investment 
values declined. Americans don’t have to pay income taxes on Roth IRA withdrawals. 

Although the estate tax wasn’t eliminated, the plan raises the federal exemption from $5 million to $11 million per person and to $22 million per couple. 

The plan also boosts the alternative minimum tax (AMT) from $50,600 to $70,300 for individuals and from $78,750 to $109,400 for married couples filing 
jointly. The AMT’s aim was to prevent high earners from skirting full income tax payments by increasing the number of deductions. The AMT, a mandatory 
alternative to the standard income tax, takes effect when taxpayers’ income reaches certain levels.  

Sole-proprietorships, partnerships, and S-corporations would pay taxes at individual rates, but be allowed to use the 20% income deduction. This provision 
would not apply to high earners making more than $315,000 and filing jointly as couples.

The new tax law also tightens rules on certain home sales. Current provisions have sheltered certain homeowners from paying capital gains on their 
primary residences if  they lived in their primary residence 2 of the previous 5 years. Married couples filing jointly could expect tax protection on up to 
$500,000 in capital gains ($250,000 for single filers). The new law requires that the home has to be the taxpayer’s primary residence for at least 5 of  the 
previous 8 years to have the same tax protection. It also limits use of the rule to 1 home every 5 years. 

WHAT SHOULD I DO NOW?

Retirees can benefit from the increase in the standard deductions for charity. To gain the most advantage, experts suggest doubling donation sizes but give 
less frequently. For example, by giving more in a single year and then skipping the next year, taxpayers would have a higher amount to write off  on their 
taxes. Some financial professionals also point to donor-advised funds rather than donating cash. 

Retirees should also monitor their income (withdrawals from their retirement accounts, which are taxable) to avoid moving into a higher tax bracket.

We hope you found this report useful. We strive to keep you abreast of  the most recent developments in the financial industry. If  you have questions, call 
us anytime. 

2017 TAX BRACKETS  

RATE  SINGLE   JOINT

10%  Up to $9,325  Up to $18,650

15%  $9,326 to $37,950  $18,651 to $75,900

25%  $37,951 to $91,900  $75,901 to $153,100

28%  $91,901 to $191,650  $153,101 to $233,350

33%  $191,651 to $416,700 $233,351 to $416,700

35%  $416,701 to $418,400 $416,701 to $470,700

39.6%  $418,401+  $470,701+

2018 TAX BRACKETS  

RATE  SINGLE   JOINT

10%  Up to $9,525  Up to $19,050

12%  $9,526 to $38,700  $19,051 to $77,400

22%  $38,701 to $82,500  $77,401 to $165,000

24%  $82,501 to $157,500  $165,001 to $315,000

32%  $157,501 to $200,000 $315,001 to $400,000

35%  $200,00 to $500,000  $400,001 to $600,000

37%  $500,001+  $600,001+

Up to $18,650
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CTS Financial Planning, Inc. (“CTS”) is an SEC registered investment adviser with its principal place of business in the State 
of Illinois. Registration does not imply a certain level of  skill or training. For information pertaining to the registration of CTS, 
please contact CTS or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional 
infor-mation about CTS, including its fees and services, please send us a written request for our disclosure brochure. This news-
letter is provided for informational purposes only. The information contained herein should not be construed as the provision of 
per-sonalized investment advice. Information contained herein is subject to change without notice and should not be considered 
as a solicitation to buy or sell any security. Past performance is no guarantee of future results. Investing in the stock market 
involves the risk of loss, including loss of principal invested, and may not be suitable for all investors. 

This letter contains information derived from third party sources. Although we believe these sources to be reliable, we make 
no representations as to the accuracy of any information prepared by any unaffiliated third party incorporated herein, and take 
no responsibility therefore. All expressions of opinion reflect the judgment of the authors as of the date of publication and are 
subject to change without prior notice.


