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ere all accustomed to thinking of

China as the fastest-growing econ-

omy in the world, but recent events
have had global investors rethinking that
story. At the start of the year, the Chinese
stock market fell to five-year lows, and the
economy is in the middle of a scary bout
of deflation. Chinese stocks are selling at
an aggregate PE of 7, compared with 22.2
for the U.S. S&P 500. Consumer prices
are down roughly 1% from last year and
deflation is predicted for this year as well.

At the same time, home prices have
declined at an 8.5% rate, and a series of
defaults from over-leveraged developers
has triggered a collapse in commercial
properties. This is significant since so
much of Chinese wealth is tied up in real
estate.

In the past, the Chinese government
has propped up economic growth with
stimulus spending on infrastructure, to
the point where the country now has su-
per-fast train systems with excess capacity
and gleaming skyscrapers sitting empty.
The Chinese central bank recently cut
interest rates by 100 basis points, hoping
that would trigger more borrowing and
spending, but total debt of 350 trillion
yuan—three times the country’s gross
domestic product—makes you wonder
how much more debt the nation’s citi-
zens, companies and government would
be willing to take on.

The recipe for escaping a recession
or even a depression is relatively clear:
clean up the property sector, restructure

municipal and developer-related debt
and switch to an economic model that
doesn’t rely on ever-increasing amounts
of debt-fueled stimulus spending. But
nobody seems to expect the Chinese lead-
ership to take drastic or even ambitious
measures in those directions. Their goal,
as one analyst put it, is to ‘maintain so-
cial stability; which can be translated to
mean: staying in power regardless of the
economic consequences.

CHINA'S ECONOMIC

PUZLLE

Sources:
https://www.reuters.com/world/china/chinas-
consumer-prices-suffer-steepest-fall-since-
2009-deflation-risks-stalk-2024-02-08/

https://www.reuters.com/world/china/pres-
sure-grows-china-big-policy-moves-fix-econ-
omy-2024-02-22/

https://www.reuters.com/world/china/
weak-data-limited-stimulus-keep-inves-
tors-away-china-2024-01-17/
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uppose you've been contrib-
Suting to a 529 college savings
plan, but your son or daughter
doesn’t use all the money for tui-
tion, books etc. Do you just ask for
the remainder of your money back?

Any contribution to a 529 plan
is deemed to be a completed gift
to the beneficiary—typically a
child or grandchild of the donor.
If you don’t want to incur a gift
tax, then you can contribute up to
$18,000 a year, but you can actual-
ly make five years of contributions
at once—$90,000—if you treat the
contribution as if it was spread
over a five-year period. (You
would do this on IRS Form 709 for
all five years). If you only want to
contribute, say, $50,000, then you
can apply $10,000 per year. After
the contribution, the money grows
income tax-free and can be used
to pay qualified college expenses
without being taxed.

But back to the first question;
you have the money in the ac-
count, but now it looks like the
son or daughter isn’t going to use
all of it. What do youdo? You can

indeed revoke the funds in the ac-
count, but that means they will be
added back to your taxable estate,
earnings will be taxable and the
IRS will assess a 10% tax penalty.

You can roll the money from
one 529 plan to another one,
tax-free, so that it covers anoth-
er son, daughter, grandson or
granddaughter. That allows you
to jump-start another child’s or
grandchild’s college savings.

Finally, starting this year, you
can transfer the stranded funds to
a Roth IRA. There are restrictions.
One of the most severe is that the
529 plan must have been main-
tained for at least 15 years, and
the amount transferred must come
from contributions and earnings
made at least five years before the
transfer. The Roth IRA must have
the same beneficiary as the the
529 plan, meaning that the money
can’t go back to an account held by
the parents, grandparents or other
children. However, the owner of
a 529 plan can change the benefi-
ciary to another individual before
the transfer.

LEFTOVER
ROLLOVER

In 2024, the aggregate amount
transferred from the 529 plan to a
Roth IRA for any individual can-
not exceed $35,000. That means
the transfer might not be a good
option for parents whose child
suddenly decides to forego college.
But for leftover funds, the money
that would have gone to pay for
college can be used to pay for fu-
ture retirement expenses instead—
and preserve its income tax-free
growth in the process.

Sources:

https://www.taxnotes.com/content

https://www.bankrate.com/retirement/roll-
over-529-roth-ira/
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t's not generally known that the

number of publicly-traded stocks

has fallen substantially, from more
than 8,000 in 1996 to roughly 3,700
today. Does that mean that there are
fewer companies today than there
were three decades ago?

Actually not. Today, a growing
number of companies are staying pri-
vate, often owned, in whole or in part,
by private pools of investment capital
known collectively as private equi-
ty (PE). By one estimate, PE funds
owned approximately 26,000 compa-
nies at the end of 2022, the most recent
figures available. And some of the PE
firms that have been buying companies
have become the largest employers in
America. Carlyle, KKR Private Equity
and the Blackstone Group are the third,
fourth and fifth-largest employers in
America, right behind Walmart and
Amazon.

PE firms finance themselves by rais-
ing capital from investors, and then
use the money buy out publicly-traded
companies and take them private, or
firms that have never gone public in
the first place. The goal is to cut costs,
strip out assets and then eventually sell
for a profit, sometimes to another PE
firm. This structure is not very different
from the infamous trusts of the 1910s
and 1920s, which operated outside of

regulatory scrutiny similar to the way
PE-owned private companies today are
not regulated the way public companies
are. That earlier experiment didn’t end
well: there were well-publicized ex-
cesses, collapses, companies going out
of business, bank runs and the Great
Depression, among other things.

The PE firms are not just acquiring
companies; a recent report found that
three PE firms now own 11% of all the
single-family homes for rent in Metro
Atlanta—19,000 in all. The housing
market in many American cities are
adjusting to higher rents as for-profit
firms buy up the available homes.

The trend has been to shift invest-
ment opportunities from what most
investors are most familiar with—
stocks—to blind pools managed by
large firms who may not be long-term
investors. Indeed the concern today is
that PE firms are far more focused on
maximizing short-term profits than
they are at building the businesses
they’ve acquired; on average, a PE firm
expects to own a business for four to
six years, and there have been reports
that sound a lot like the corporate raid-
er days of the 1980s, where firms were
acquired, picked clean, and then aban-
doned into bankruptcy.

Another concern is leverage. Not
all the money used to buy these firms
is coming from investors; the funds

FEWER STOCKS,

MORE PRIVATE

EQUITY

have tended to borrow heavily to make
their purchases, making them subject
to collapse as interest rates rise and in-
terest expenses become higher than the
models predicted. Leverage can create
oversized profits, but it can also come
back to bite the over leveraged buyer.
What to make of all this? The first
takeaway is that the stock market no
longer represents the economy, and
the disparity is increasing. But it’s also
possible that the publicly-traded com-
panies that most of us invest in will tend
to have longer-term visions for their
firms than the short-term-focused PE
buyers, which means their longer-term
prospects might be better. We won't
know how all this plays out for some
years to come. But in the past, this
same movie has not given investors—
or the U.S. economy—a happy ending.

Sources:

https://www.cnn.com/2023/06/09/investing/
premarket-stocks-trading/index.html

https://www.theverge.com/23758492/
private-equity-brendan-ballou-plunder-fi-
nance-doj

https://news.gsu.edu/2024/02/26/researchers-
find-three-companies-own-more-than-19000-
rental-houses-in-metro-atlanta/

https://content.clearygottlieb.com/pe-ar-
ticles/private-equity-outlook-five-predic-
tions-for-2024/index.html
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24 Tax Rate Schedule andard Ded ons & d Ta ed
Taxable income ($) Ba;?tZT&L)mt Plus Marglargzl tax | Of tgie?rp$c;unt Filling Status Standard deduction
pe— Married, filing jointly and qualifying widow(er)s $29,200
ingle
e Single or married, filing separately $14,600
0to 11,600 + 10.0
Head of household $21,900
11,601 to 47,150 1,160.00 + 12.0 11,600.00 —
° Dependent filing own tax return $1,300*
47,151 to 100,525 5,426.00 + 22.0 47,150.00 T " 3 3
Additional deductions for non-itemizers
100,526 to 191,950 17,168.50 + 24.0 100,525.00 N
Blind or over 65 Add $1,550
191,951 to 243,725 39,110.50 + 32.0 191,950.00 X X -
Blind or over 65, unmarried & not a surviving spouse Add $1,950
243,726 to 609,350 55,678.50 + 35.0 243,725.00 Child Tax Credit
Over 609,350 183,647.25 + 37.0 609,350.00 $2.000
T — - Credit per child under 17 f ! |
Married filing jointly and surviving spouses ($1,700 refundable)
0 to 23,200 + 10.0 Income phaseouts begin at AGI of: $400,000 joint, $a2|?2’t?g(:
23,201 to 94,300 2,320.00 + 12.0 23,200.00 ; ; - -
Tax Rates on Long-Term Capital Gains and Qualified Dividends
94,301 to 201,050 10,852.00 + 22.0 94,300.00
If taxable income falls below $47,025 (single/mar-
201,051 to 383,900 34,337.00 + 24.0 201,050.00 ried-filing separately), $94,050 (joint), $63,000 (head of 0%
383,901 10487,450 | 78221.00 + 320 383,900.00 household), $3,150 (estates)
487451 to 731,200 111.357.00 o 350 487 450.00 If taxable income falls at or above $47,025 (single/
Z : = . i married-filing separately), $94,050 (joint), $63,000 15%
Over 731,200 196,669.50 + 37.0 731,200.00 (head of household), $3,150 (estates)
Head of household If income falls at or above $518,900 (single), $291,850
(married-filing separately), $583,750 (joint), $551,350 20%
0to 16,550 + 10.0 (head of household), $15,450 (estates)
[16:35//Rol63,1100 1:555:00 * 20 16,550.00 3.8% Tax on Lesser of Net Investment Income or Excess of MAGI Over
63,101 to 100,500 7,241.00 s 22.0 63,100.00 Married, filing jointly $250,000
100,501 to 191,950 15,469.00 iz 24.0 100,500.00 Single $200,000
191,951 to 243,700 37,417.00 + 32.0 191,950.00 Married, filing separately $125,000
Z57010l603:350 229700 * £210 223770000 Exemption Amounts for Alternative Minimum Tax**
OXE000:350 LS[021E50 * 27 00235000 Married, filing jointly or surviving spouses $133,300
Married filing separately Single $85,700
OltoN 117600 * o Married, filing separately $66,650
11,601 to 47,150 1,160.00 + 12.0 11,600.00 Ty P $29.900
47,151 to 100,525 5,426.00 + 22.0 47,150.00 28% tax rate applies to income over:
100,526 to 191,950 17,168.50 s 24.0 100,525.00 Married, filing separately $116,300
191,951 to 243,725 39,110.50 iz 32.0 191,950.00 Al others $232,600
243,726 to 365,600 55,678.50 + 35.0 243,725.00 Exemption amounts phase out at:
Over 365,600 98,334.75 + 37.0 365,600.00 Married, filing jointly or surviving spouses $1,218,700
Estates and trusts Single and married, filing separately $609,350
Ultop 00 + 10:0 Estates and trusts $99,700
3,101 to 11,150 310.00 + 24.0 3,100.00
11,151 to 15,200 2,242.00 + 35.0 11,150.00
Over 15,200 3,659.50 + 37.0 15,200.00
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Gift and Estate Tax Exclusions and Credits

KEY FINANCIAL
DATA 2024

Retirement Plan Contribution Limits

Maximum estate, gift & GST rates 40% Annual compensation used to determine contribution for most plans | $345,000
Estate, gift & GST exclusions $13,610,000 Defined-contribution plans, basic limit $69,000
Gift tax annual exclusion $18,000 Defined-benefit plans, basic limit $275,000
Exclusion on gifts to non-citizen spouse $185,000 401(k), 403(b), 457(b), Roth 401(k) plans elective deferrals $23,000
Catch-up provision for individuals 50 and over, 401(k), 403(b), 457(b), $7.500
Roth 401(k) plans !
Education Credits, Deductions, and Distributions SIMPLE plans, elective deferral limit $16,000
. i Maximum credit/
Credit/Deduction/ deduction/ Income phaseouts SIMPLE plans, catch-up contribution for individuals 50 and over $3,500
Account PR begin at AGI of:
distribution
American Opportunity $2.500 credit $160,000 joint Individual Retirement Accounts
Tax Credit/Hope ' $80,000 all others c = .
ontribu- | Catch-up A
o : g h $160,000 joint IRA type tion limit | at 50+ Income limits
Lifetime learning credit $2,000 credit $80,000 all others — :
raditiona
Savings bond Deduction limited to $145.200 ioint non-deductible $7,000 $1,000 None
interest tax-free if amount of qualified $96 SOb all ﬂ)thers
used for education expenses g If covered by a plan:
0 $190.000 $123,000 - $143,000 joint
,000 maximum; 190,000 joint Traditional $77,000 - $87,000 single, HOH
Coverdell ) ) , gle,
not deductible $95,000 all others deductible $7,000 $1,000 0 - $10,000 married filing separately
3 P—— If one spouse is covered by a plan:
529 plan (K-12) $10,000 distribution None $230,000 - $240,000 joint
Distribution limited to
i ifi $230,000 - $240,000 joint
529 plan (Higher £d.) t amouerltpoez‘;gg“ﬂe‘j None Roth $7,000 $1,000 | $146,000 - $161,000 single & HOH
0 - $10,000 married filing separately
Roth conversion No income limit

Tax Deadlines

January 16 - 4th installment of the previous year’s estimated taxes due

Health Savings Accounts

ol filin dead|i - - I P Maximum Expense limits Minimum
pril 15 - Tax filing dea ine, or request extension to Oct. 15. 1stinsta merjt [ Annual limit deductible (deductibles annual deductible
2024 taxes due. Last day to file amended return for 2020. Last day to contribute eI and co-pays)
to: Roth or traditional IRA for 2023; HSA for 2023; Keogh or SEP for 2023 (unless
tax filing deadline has been extended). Individuals $4,150 $8,050 $1,600
June 17 - 2nd installment of estimated taxes due Families $8,300 $16,100 $3,200
September 16 - 3rd installment of estimated taxes due Catch-up for 55 $1.000
dold !
October 15 - Tax returns due for those who requested an extension. Last day to andoder

contribute to SEP or Keogh for 2023 if extension was filed.

December 31 - Last day to: 1) pay expenses for itemized deductions; 2) complete
transactions for capital gains or losses; 3) establish a Keogh plan for 2024; 4)
establish and fund a solo 401(k) for 2023; 5) complete 2024 contributions to
employer-sponsored 401(k) plans; 6) correct excess contributions to IRAs and

Deductibility of Long-Term Care Premiums on Qualified Policies

qualified plans to avoid penalty.

* Greater of $1,300 or $450 plus the individual’'s earned income.
** Indexed for inflation and scheduled to sunset at the end of 2025.
T $10,000 lifetime 529 distribution can be applied to student loan debt.

Attained age before Amount of LTC premiums that qualify
close of tax year as medical expenses in 2024

40 or less $470

41 to 50 $880

51to 60 $1,760

61to 70 $4,710

Over 70 $5,880

Medicare Deductibles

Part B deductible $240.00
Part A (ir_wpa_tient services) deductible for first 60 days of $1,632.00
hospitalization

Part A deductible for days 61-90 of hospitalization $408.00/day
Part A deductible for more than 90 days of hospitalization $816.00/day
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Benefits

Estimated maximum monthly
benefit if turning full retirement
age (66) in 2024

$3,822

Retirement earnings exempt
amounts

$22,320 under FRA
$59,520 during year reach FRA
No limit after FRA

Tax on Social Security benefits: income brackets

Amount of Social

- Provisional . !

Filing status income* Security subject
to tax
Under $32,000 0
Married filing jointly $32,000-$44,000 up to 50%
Over $44,000 up to 85%

ZT.ili%i:?xig;a?;rs)e:ggr'ied Under $25,000 0
filing separately andlliving apart $25,000-534,000 up to 50%
f Over $34,000 up to 85%
rom spouse
Il\_/lgrned_ filing separately and overo up to 85%
iving with spouse
Tax (FICA)
SS tax paid on income q Maximum tax
up to $168,600 paitine c payable
Employer pays 6.2% $10,453.20
Employee pays 6.2% $10,453.20
Self-employed pays 12.4% $20,906.40
Medicare tax
Employer pays 1.45% varies per income

Employee pays

1.45% plus 0.9%

on income over
$200,000 (single)
or $250,000 (joint)

varies per income

Self-employed pays

2.90% plus 0.9%

on income over
$200,000 (single)
or $250,000 (joint)

varies per income

*Provisional income = adjusted gross income (not incl. Social Security) + tax-exempt interest +

50% of Social Security benefit
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Medicare Premiums

2022 MAGI single | 2022 MAGI joint | Part B Premium P:;tjl"’si'::::e
$103,000 or less $206,000 or less $174.70 $0
103,001-129,000 206,001-258,000 $244.60 $12.90
129,001-161,000 258,001-322,000 $349.40 $33.30
161,001-193,000 322,001-386,000 $454.20 $53.80
193,001-500,000 386,001-750,000 $559.00 $74.20

Above 500,000 Above 750,000 $594.00 $81.00
Age of IRA Life Age of IRA Life
owner or plan expectancy owner or plan expectancy
participant (in years) participant (in years)
73 26.5 89 12.9
74 25.5 90 12.2
75 24.6 91 11.5
76 23.7 92 10.8
77 22.9 93 10.1
78 22.0 94 9.5
79 211 95 8.9
80 20.2 96 8.4
81 19.4 97 7.8
82 185 98 7.3
83 17.7 99 6.8
84 16.8 100 6.4
85 16.0 101 6.0
86 15.2 102 5.6
87 14.4 103 5.2
88 13.7 104 4.9

Information contained herein is current as of 12/26/23. It is subject to legislative changes and
is not intended to be legal or tax advice. Consult a qualified tax advisor regarding specific

circumstances. This material is furnished “as is” without warranty of any kind. Its accuracy and
completeness is not guaranteed and all warranties expressed or implied are hereby excluded.

Sources:

Sources: IRS, Affordable Care Act, Social Security Administration,
Centers for Medicare & Medicaid Services, Misc IRS documents.
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