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Fortune Wealth Management, LLC (FWM) is registered with the Securities and Exchange Commission as a Registered
Investment Advisor. FWM takes a team approach to investment management services. We believe that a successful financial
journey is uniquely defined by each individual. Our ability to understand the intricacies of your family’s goals, dreams, risk
tolerance and timeframes is the cornerstone for us to build a well-defined plan. Our personalized approach in the management
of your assets enables us to partner with you and guide you along a successful path.

This material is for informational purposes only, and should not be construed as an offer to sell or solicitation of an offer to buy any
security. The information in this material is not intended to be personalized investment advice and should not be solely relied on for
making investment decisions.

The inflation measure most often mentioned in the media is the Consumer Price Index for All Urban Consumers
(CPI-U), which tracks the average change in prices paid by consumers over time for a fixed basket of goods and
services. In setting economic policy, however, the Federal Reserve Open Market Committee focuses on a
different measure of inflation — the Personal Consumption Expenditures (PCE) Price Index, which is based on a
broader range of expenditures and reflects changes in consumer choices. More specifically, the Fed focuses on
"core PCE," which strips out volatile food and energy categories that are less likely to respond to monetary
policy. Over the last 10 years, core PCE prices have generally run below the Fed's 2% inflation target.

Sources: U.S. Bureau of Labor Statistics and U.S. Bureau of Economic Analysis, 2020 (data for the period September 2010 to September 2020)
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Key Retirement and Tax Numbers for 2021
Every year, the Internal Revenue Service announces
cost-of-living adjustments that affect contribution limits
for retirement plans and various tax deduction,
exclusion, exemption, and threshold amounts. Here
are a few of the key adjustments for 2021.

Estate, Gift, and Generation-Skipping
Transfer Tax
• The annual gift tax exclusion (and annual

generation-skipping transfer tax exclusion) for 2021
is $15,000, the same as in 2020.

• The gift and estate tax basic exclusion amount (and
generation-skipping transfer tax exemption) for 2021
is $11,700,000, up from $11,580,000 in 2020.

Standard Deduction
A taxpayer can generally choose to itemize certain
deductions or claim a standard deduction on the
federal income tax return. In 2021, the standard
deduction is:

• $12,550 (up from $12,400 in 2020) for single filers or
married individuals filing separate returns

• $25,100 (up from $24,800 in 2020) for married
individuals filing joint returns

• $18,800 (up from $18,650 in 2020) for heads of
households

The additional standard deduction amount for the blind
or aged (age 65 or older) in 2021 is:

• $1,700 (up from $1,650 in 2020) for single filers and
heads of households

• $1,350 (up from $1,300 in 2020) for all other filing
statuses

Special rules apply if you can be claimed as a
dependent by another taxpayer.

IRAs
The combined annual limit on contributions to
traditional and Roth IRAs is $6,000 in 2021 (the same
as in 2020), with individuals age 50 and older able to
contribute an additional $1,000. The limit on
contributions to a Roth IRA phases out for certain
modified adjusted gross income (MAGI) ranges. For
individuals who are covered by a workplace retirement
plan, the deduction for contributions to a traditional
IRA also phases out for certain MAGI ranges. (The
limit on nondeductible contributions to a traditional IRA
is not subject to phase-out based on MAGI.)

Employer Retirement Plans
• Employees who participate in 401(k), 403(b), and

most 457 plans can defer up to $19,500 in
compensation in 2021 (the same as in 2020);
employees age 50 and older can defer up to an
additional $6,500 in 2021 (the same as in 2020).

• Employees participating in a SIMPLE retirement plan
can defer up to $13,500 in 2021 (the same as in
2020), and employees age 50 and older can defer up
to an additional $3,000 in 2021 (the same as in
2020).

Kiddie Tax: Child's Unearned Income
Under the kiddie tax, a child's unearned income above
$2,200 in 2021 (the same as in 2020) is taxed using
the parents' tax rates.
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Estate Planning Strategies in a Low-Interest-Rate Environment

The federal government requires the use of certain
interest rates (published by the IRS) to value various
items used in estate planning, such as an income,
annuity, or remainder interest in a trust. The
government also has interest rates that a taxpayer
may be deemed to use in connection with certain
installment sales or intra-family loans. These rates are
currently at or near historic lows, presenting several
estate planning opportunities. Low interest rates
generally favor certain estate planning strategies over
others and may have a detrimental effect on others.

Grantor Retained Annuity Trust (GRAT)
In a GRAT, you transfer property to a trust, but retain a
right to annuity payments for a term of years. After the
trust term ends, the remaining trust property passes to
your beneficiaries, such as family members. The value
of the gift of a remainder interest is discounted for gift
tax purposes to reflect that it will be received in the
future. Also, if you survive the trust term, the trust
property is not included in your gross estate for estate
tax purposes. If the rate of appreciation is greater than
the IRS interest rate, a higher value of trust assets
escapes gift and estate taxation. Consequently, the
lower the IRS interest rate, the more effective this
technique generally is.

Charitable Lead Annuity Trust (CLAT)
In a CLAT, you transfer property to a trust, giving a
charity the right to annuity payments for a term of
years. After the trust term ends, the remaining trust
property passes to your beneficiaries, such as family
members. This trust is similar to a GRAT, except that
you get a gift tax charitable deduction. Also, if the
CLAT is structured so you are taxed on trust income,
you receive an upfront income tax charitable deduction
for the gift of the annuity interest. Generally, the lower
the IRS interest rate, the more effective this technique
is.

Installment Sale
You may also wish to consider an installment sale to
family members. With an installment sale, you can

More to Consider
Here is how certain factors affect the valuation of remainder interest transfers in the trusts discussed here. In addition to the
interest rate, you may want to consider how the length of the trust term and the amount of the trust payments affect values.

generally defer the taxation of any gain on the property
sold until the installment payments are received.
However, if the family member resells the property
within two years of your installment sale, any deferred
gain will generally be accelerated. The two-year limit
does not apply to stocks that are sold on an
established securities market.

You are generally required to charge an adequate
interest rate in return for the opportunity to pay in
installments, or interest will be deemed to be charged
for income tax and gift tax purposes. However, with
the current low interest rates, your family members
can pay for the property in installments, while paying
only a minimal interest cost for the benefit of doing so.

Low-Interest Loan
A low-interest loan to family members might also be
useful. You are generally required to charge an
adequate interest rate on the loan to avoid income tax
and gift tax consequences. However, with the current
low interest rates, you can provide loans — or refinance
an existing loan — at a very low rate and family
members can effectively keep any earnings in excess
of the interest they are required to pay you.

Charitable Remainder Unitrust (CRUT)
You retain a stream of payments for a number of years
(or for life), after which the remainder passes to
charity. You receive a current charitable deduction for
the gift of the remainder interest. Interest rates have
no effect if payments are made annually at the
beginning of each year. Otherwise, interest rates
generally have only a minimal effect. However, in this
case, a lower interest rate increases the value of the
charitable remainder interest slightly less than a higher
interest rate would.

The use of trusts involves a complex web of tax rules
and regulations, and usually involves upfront costs and
ongoing administrative fees. You should consider the
counsel of an experienced estate professional before
implementing a trust strategy.
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Four Steps to Rebuilding Your Business

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2021

This information was developed by Forefield, Inc. an independent third party. It is general in nature, is not a complete statement of all
information necessary for making an investment decision, and is not a recommendation or a solicitation to buy or sell any security.
Investments and strategies mentioned may not be suitable for all investors. Past performance may not be indicative of future results.

Few business owners have escaped the financial
effects of stay-at-home orders, new safety protocols,
and consumer fears related to the pandemic. Even if
you took advantage of temporary federal, state, or
local relief funds to help you stay afloat during the
worst months, you could be expecting significantly
lower sales and profits for 2020 overall.

The short- and mid-term outlook for small businesses
is still uncertain and varies by region and industry. In
fact, challenging economic conditions could persist
locally and/or nationally for a while. As the situation
changes, you may need to think on your feet and
approach some aspects of your operation in new
ways.

It may help to visualize what a recovery might look like
for your business as the economy inches toward
normalcy. Here are four steps to get you started.

1. Take a hard look at your losses. Update your
financial statements regularly and compare the
numbers to last year's performance. It's possible the
damage may not be as bad as you feared. However,
you might need to adjust your revenue goals for
upcoming quarters if they are no longer realistic.

2. Think and act like a start-up. There has never
been a better time to update your business strategy or
experiment with a new business model altogether,
especially if it involves technology that might help you
reach new customers, cut costs, or improve efficiency.

Start by questioning all pre-crisis business processes
and spending priorities. Research nationwide industry
trends, your local market, and how your competitors
are responding. Finally, consider whether there is
emerging or rising demand for a product or service
that your business is positioned to fulfill.

3. Have cash or credit ready to go. If you are short
on working capital, you might secure financing that
could be used to fill short-term revenue gaps or pursue
new opportunities. Open or expand a business line of
credit or, alternatively, a home-equity line of credit,
even if you aren't sure you will need the money. Other
potential funding sources include Small Business
Administration (SBA) loan programs; term loans from
banks, credit unions, or online lenders; vendor
tradelines; and accounts receivable financing.

4. Don't go it alone. SCORE has partnered with the
SBA to offer access to remote mentoring services, free
webinars, and digital guides designed to help small
businesses recover from the COVID-19 crisis. The
National Federation of Independent Business and the
U.S. Chamber of Commerce are providing similar
resources on their websites.
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https://www.score.org/
https://www.nfib.com/
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