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Tax Laws Are Changing –
What Do You Need to Know?
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Tax time is just around the corner (April
18 this year), and there’s a good chance
the preparations you’re making now
will be significantly different this time
next year. Indeed, the Trump
Administration is taking aim at the tax
code as one of their top priorities, and
the Republican-controlled House of
Representatives is already busy at work
formalizing their proposals to change
the rules (tax reform originates in the
House).

As it stands today, we already have a
good idea of how the proposals are
shaping up and what the key ideas will
be. Tax reform is tough though – there
will be plenty of resistance from
Democrats, and moving any kind of
legislation through Congress has proven
difficult over the last several years. An
issue as contentious as tax reform isn’t
likely to be an exception.
We are not tax advisors here at Zacks
Investment Management, but tax
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considerations play an important role in
how we invest for our clients. Whether
its capital gains, taxes on dividends and
interest, estate taxes, or any other type
of tax on income or investments, these
impact the strategy recommendations
we make to clients. That being said, the
summary below is just what we know so
far – moving legislation through
Congress almost always results in the
final legislation looking very different
from what is originally proposed.
Income Taxes

The House GOP has proposed collapsing
the seven current individual tax
brackets down to three. This is what the
new breakdown would look like:

• 33% - top rate for individuals
who make more than $112,500;
for joint filers the income
threshold would be $225,000
• 25% - for individuals earning less
than $112,500, and for joint filers
earning less than $225,000
• 12% - for individuals earning less
than $37,500, and for joint filers
earning less than $75,000
• The House GOP plan would also
eliminate all itemized deductions
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except for the mortgage interest
deduction and the charitable
contribution deduction

Taxes on Investments

no doubt make for interesting viewing
from here.
-Mitch

About Mitch Zacks

Here’s how the landscape may change
for investors.

• Eliminate the 3.8% Obamacare
surtax on investment income
• Reduce the Capital Gains Tax and
the Dividend Tax Rate from 20%
down to 16.5%
• Eliminate the Carried-Interest
Deduction
• Eliminate the Estate Tax, which
currently is a tax of 40% on estate
assets in excess of $5.49 million

Small Business Owners

For small business owners registered as
sole proprietors, LLCs, or S Corps, the
plan would cap the top tax rate at 25%.
Bottom Line for Investors

Wait and see. That’s the name of the
game when it comes to tax laws and
proposed changes, and the same applies
to other policy proposals on the table
right now. All things considered,
however, the picture looks favorable for
investors. A lower tax rate could save
investors’ money in strategies with
higher turnover, and streamlined tax
brackets with fewer deductions may
make filing a bit simpler. The debate
over the changes – and the progress of
the legislation through Congress – will
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Disclosure:
Past performance is no guarantee of future results. Inherent in
any investment is the potential for loss.
Zacks Investment Management, Inc. is a wholly-owned subsidiary
of Zacks Investment Research. Zacks Investment Management is
an independent Registered Investment Advisory firm and acts an
investment manager for individuals and institutions. Zacks
Investment Research is a provider of earnings data and other
financial data to institutions and to individuals.
This material is being provided for informational purposes
only and nothing herein constitutes investment, legal,
accounting or tax advice, or a recommendation to buy, sell or hold
a security. Do not act or rely upon the information and advice
given in this publication without seeking the services of competent
and professional legal, tax, or accounting counsel. The
information contained herein has been obtained from sources
believed to be reliable but we do not guarantee accuracy or
completeness. Publication and distribution of this article is not
intended to create, and the information contained herein does not
constitute, an attorney-client relationship. No recommendation
or advice is being given as to whether any investment or strategy
is suitable for a particular investor. It should not be assumed that
any investments in securities, companies, sectors or markets
identified and described were or will be profitable. All information
is current as of the date of herein and is subject to change without
notice. Any views or opinions expressed may not reflect those of
the firm as a whole.
The S&P 500 Index is a well-known, unmanaged index of the
prices of 500 large-company common stocks, mainly blue-chip
stocks, selected by Standard & Poor’s. The S&P 500 Index assumes
reinvestment of dividends but does not reflect advisory fees. An
investor cannot invest directly in an index. The volatility of the
benchmark may be materially different from the individual
performance obtained by a specific investor.
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