
As we appear to be heading into
a higher tax rate environment,
everyone is scrambling to fig-

ure out how to legally keep more of
their hard-earned dollars. One of the
great benefits of owning your own
business is the ability to hire your chil-
dren and shift income to them.  This
must be bona fide, age-appropriate
work at a reasonable wage level.  Com-
mon duties children can perform in-
clude social media marketing, office
administration, information technol-
ogy and clerical work.  The good news
is that children employed in businesses
owned by their parents are exempt
from the child labor laws.  

My wife is all too familiar with this,
growing up in a family restaurant busi-
ness. Her holidays and summers were
spent behind a fryolator versus loung-
ing at the beach.  The big benefit is the
ability to shift income to children and
have it sheltered from tax, versus mom
and dad paying the taxes which could
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THE TAX BENEFITS OF
HIRING YOUR CHILDREN

be over 50%.  The standard deduction
is a little over $12,000. If you have 3
children and pay them each $1,000 per
month, they pay no income taxes, and
this could save mom and dad $1,500 a
month in taxes.  The good news is that
earned income is not subject to the kid-
die tax which makes it taxable at mom
and dad’s tax bracket. One thing to con-
sider is that the children may need to
pay Social Security and unemployment
taxes.  This can also be avoided with
some planning and is not an issue for
sole proprietorships, single member
LLC’s, and partnerships.  A side benefit
to paying your children is that they
learn how to manage money. They can
set up a Roth IRA and shelter the in-
come from future taxes, and you help
them establish a work ethic and avoid
an entitlement mentality. One caveat is
if they are going off to college and qual-
ify for financial aid, it could have a
slight effect on the amount of aid they
qualify for.  n
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“We cannot solve our problems
with the same thinking we 

used when we created them.”
~Albert Einstein
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Happy Spring!  I feel like I have come out of a very long winter… anyone else?  So far, this year has been
busy and exciting.  Now that travel restrictions have lifted a bit, I am making up for lost time.  In Feb-
ruary, I went to St. Croix and spent a week with Bruce and Dale.  The highlight was the private sailing
and snorkeling excursion to Buck Island.  I went to Chicago in March, to the desert in April, and back
to Chicago for Memorial Day weekend.  Here I am on a mother/daughter weekend to the La Quinta
Resort.  It was nice to have quality time with my daughter, in a pool without a mask! For Mother’s Day,
she surprised me with an ocean view lunch and hike in Malibu.  I have returned to working in the office,
3 days a week to start.  The time working remotely made me realize just how much I enjoy working in
a collaborative environment.  Looking forward to being able to meet with you all in person!

Personal Notes
We came back to Los Angeles from St. Croix the beginning of March for our son’s wedding. It
was a wonderful day. It’s nice to be back to our normal routine and going to the health club.  I
am proud of my wife who is now the woman’s tennis club champion.  This spring, Dale and I
have been busy working on personal, spiritual, and business development and getting ready
for the summer where the grandchildren will be spending a month with us. Dale just left for
Boston for an acting gig that will last 3 months.  This means I will have 3 grandchildren by
myself for a week. Yikes!  We have been going back to office, which I like.  Dale and I are start-
ing a home remodel project.  Pray for us! 

Hello “IWSers!”  I hope this finds you all well and thriving.  I’ve been praying for an end to the iso-
lation that COVID-19 brought, and my Savior has answered with another animal and my son.  We
are currently renovating the old shed my grandfather built in the backyard to make it a little studio
for my son, Nathan.  I will be happy to have him back on the same property, but not in my space.
This is Bella.  I inherited her from my mom.  She and Herman are still working out how to play with
each other.  He is gentle and her nails are so vicious!  We have caught her watching the turtle a little
too closely, so we keep them separated as much as possible.  Oh! by the way, thank you for the sug-
gestions on naming the turtle.  We ended up naming it Paul.  We still don’t know its gender, but if we
find it’s a female, we’re going with Paula.

Shea Allen

The highlight of this spring was the long awaited wedding of Matthew and Kayti Impala.
Matthew is my husband’s nephew. The wedding took place at the exclusive Silver Gate Yacht
Club in San Diego. It was modern and unconventional compared to most weddings I’ve seen.
It was officiated by a member of the family and the music was a Beatles theme, sung and played
by my daughters, Brady and Colbie on their ukelele and guitar and their cousin, Mia on the
piano. The reception took place at the restaurant and was finished off with the wedding cake
and the family’s signature Italian cookies.  The bride and groom had their first dance to “Some-
thing” by the Beatles, sung and played on the piano by cousin Mia. It was an organized chaos of
a beautiful wedding shared with close family and friends. My girls still talk about it as the best
family wedding they have ever attended as they got to be guests instead of flower girls. 

Tracey Rosado

Lynda Scott

Bruce & Dale Horowitz

Earlier this year, our family all met in Fort Bragg for a lovely long weekend. It was the first time we
were able to all be together since the pandemic began. Being with our granddaughter was, of course,
the highlight! I am so grateful things are gradually returning to normal. It is great to be able to come
into the office again and work with my co-workers in person. I look forward to the day when we
can see you, our wonderful clients, in our office again! And several open water swim races are back!
I have a few races on the calendar and am busy training in preparation. In other news, I have lots of
tomatoes coming on in my garden. My mouth waters just thinking about them ripening!

Ren Barinaga
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Market Index Performance Data as of May 31, 2021:

Source: Morningstar. Certain sections of this commentary contain forward-looking statements that are based
on our reasonable expectations, estimates, projections, and assumptions. Forward-looking statements are not
guarantees of future performance and involve certain risks and uncertainties, which are difficult to predict. All
indices are unmanaged and are not available for direct investment by the public. Past performance is not in-
dicative of future results. Index definitions can be found in the disclosure section at: www.iwstrategists.com/
themarket.aspx

EQUITIES
Index YTD 12 Month%
S&P 500 12.62% 40.32%
NASDAQ Composite 6.98% 45.95%
Dow Jones Industrial 13.76% 38.79%
Russell 2000 (US Small Cap) 15.30% 64.56%
MSCI  EAFE (International) 10.07% 38.41%
MSCI EM (Emerging Markets) 7.26% 51.00%

FIXED INCOME
Bloomberg Barclays US Aggregate Bonds -2.29% -0.40%
Bloomberg Barclays US Government Bonds -2.95% -0.53%
Bloomberg Barclays US MBS (Mortg-Backed Bonds) -0.73% -0.47%
Bloomberg Barclays Municipal Bonds 0.78% 4.74%
Bloomberg US Treasury TIPS 1.12% 7.05%

The stock market continues to in-
crease with most sectors up ap-
proximately 6% quarter-to-date

and 10%+ year-to-date.  Bonds are up
slightly quarter-to-date.  Year-to-date re-
sults are mixed. Everyone is talking about
inflation and whether it is here to stay or
just temporary.  As we always say, trying
to predict the future is entertaining, but
do not bet the farm on anyone’s prognos-
ticating abilities, including ours.  Interest
rates remain low with the 10-year treas-
ury at 1.58%.  The economy is picking up
with people eager to spend after being
cooped up due to COVID-19.   Business
reopenings are accelerating and the vac-
cination rate continues to grow.  The
economy grew at a good pace for the first
quarter and is expected to grow at 5-6%
for the year.  The economy is improving
with weekly jobless claims down and
spending up.  Housing is still strong al-
though cooling with prices increasing
significantly due to low inventory and in-
terest rates.  We have seen a spike in com-
modity prices with oil at $66 a barrel and
lumber and steel prices increasing signif-
icantly.  As always, we suggest clients
build out diversified portfolios that will
perform regardless of the economy.
There are many assets that do well in in-

flationary, as well as deflationary environ-
ments.  We suggest clients have a mix of
each as a hedge.  Assets that generally do
well in inflationary environments are
growth-oriented stocks, real estate, com-
modities, and treasury inflation-protected
bonds. Assets that do well in deflationary
environments are traditional bonds, annu-
ities with income guarantees, and fixed life
insurance products.  We recommend that

clients remain well-diversified with an eye
on risk control.  Also, we suggest you look
at whether you are investing or speculat-
ing.  We see more and more people lean-
ing towards speculating with an increasing
portion of their assets.  We recommend
no more than 5% for retirees in this cate-
gory. In other words, do not mortgage
your home to buy Bitcoin.  n

MARKET OVERVIEW

THREE TAX ADVANTAGES OF OWNING
REAL ESTATE INVESTMENT TRUSTS
With interest rates near historic lows, many investors

are turning to asset classes that offer attractive yields
with tax advantages to enhance potential take-home

income. Real Estate Investment Trusts (REITs) fit that bill and
have a history of attractive distributions before and after taxes.

REIT’s have 3 distinct tax advantages that are not available in
the broader stock market. First, if a REIT pays dividends to
shareholders, there are no taxes at the REIT level. This is dif-
ferent than a public company that pays taxes at the corporate
level and then when dividends are distributed, the shareholder
pays taxes.  REIT’s pay out three types of income.  The first is
ordinary income from income that exceeds expenses.  REIT’s
have the advantage of qualifying this income as Qualifying Busi-
ness Income (QBI), which means 20% of this income is exempt
from taxes.  This is different than QBI earned from a business
which has an income ceiling to get the tax benefit. Additionally,
everyone that owns the REIT gets the 20% exclusion regardless
of whether they itemize deductions or not.  

The second benefit or type of income a REIT distributes is cap-
ital gains when a property is sold. Capital gains rates range from
0-20%.  This is often lower than ordinary income rates that can
go up to 37%.  Lastly, a REIT distributes cash classified as a re-
turn of capital.  This is not taxed now.  Taxes are paid down the
road when one sells the REIT, generally at capital gains rates.
Return of capital is generated due to depreciation, a paper write-
off which decreases taxable income but not cash flow.  We like
real estate as an asset class, especially since valuations have been
suppressed over the last year, coupled with the fact that we are
probably heading into a higher tax rate environment. n

Real estate investments are subject to a high degree of risk because of
general economic or local market conditions; changes in supply or de-
mand; competing properties in an area; changes in interest rates; and
changes in tax, real estate, environmental, or zoning laws and regu-
lations. REIT units/shares fluctuate in value and may be redeemed
for more or less than the original amount invested. ere is no assur-
ance that the investment objective will be attained.
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DISCOVERING NEW HOBBIES FOR 
A HEALTHY RETIREMENT

Hopefully, when you look out at
your retirement, you see some
big events that you’re excited to

enjoy once the pandemic is behind us. But
what about all those days in between? How
are you planning to spend your time when
you’re not travelling to your granddaugh-
ter’s wedding, cruising around the
Caribbean, or touring the U.S. National
Parks?

Seniors who struggle to fill their days with
meaningful activity risk more than just
boredom. Use these strategies to find and
develop hobbies that will get your heart
pumping and keep your gears turning. 

1. Exercise socially.

The activities that you enjoy doing with your friends and
family are a great place to look for new retirement hobbies.
You’ll enjoy your friendly foursome or tennis with your
spouse even more if you take some lessons and work on de-
veloping your game. You could also round up some neigh-
bors for a morning walking group. Mixing social activity
with healthy activity is a great way to build an accountability
network that will nudge you out the door on those days
when your couch feels extra comfy. 

2. Keep your mind working. 

Whether you loved your job or just tolerated it, working ex-
ercised your mind in ways you might have taken for granted.
It’s important that retirees find ways to replace that daily
learning, problem solving, and social interaction. 

Outside of online chess with your son or going to the theater
with friends, give yourself some space to explore your indi-
vidual interests. Take an online class to learn a new skill or
brush up on an old one, like your high school Spanish. Ex-
plore the online and in-house catalogue at your local library.
Stroll through parks and museums and see where your mind
takes you. Set up your easel in that spare bedroom. Create
an office space where you can work on your novel or develop
the business plan for the company you’ve always wanted to
start.   

3. Track your progress.

Ready to take your hobbies and your health up a notch? 
Go beyond doing and start improving. Time your morning
runs and pretty soon you’ll be pushing yourself from one per-
sonal best to the next. Use a smartwatch or phone app to
track your daily movement and sleep cycles. Buy a dedicated
notebook that you use to journal about your hobby every
day, reflecting on progress you’ve made and challenges you’re
facing. Or, if you just want to motivate yourself to keep put-
ting in the work, borrow this simple productivity hack from
comedian Jerry Seinfeld: buy a wall calendar, mark each day
you do your task with an X, and “Don’t break the chain!”

4.  Build your ideal week in retirement.

Many seniors go through a period of trial and error early in
retirement. You might throw yourself into a weekend hobby
and find it just doesn’t hold your interest like it used to. Fol-
lowing your whims and curiosities might lead you to some
exciting new activities that become part of your daily health,
recreation, and social routines. 

The most successful retirees we work with never stop explor-
ing. But they also dedicate time to the activities that they’re
most passionate about. Finding a balance between giving
yourself room to grow and committing time to the hobbies
that enrich your mind and body is just one of the challenges
of retirement. n
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Continued on page 7

FOUR THINGS TO CONSIDER BEFORE
FINANCIALLY BAILING OUT YOUR ADULT
CHILDREN

According to a recent study by TD Ameritrade, 25% of
baby boomers are supporting their family members fi-
nancially¹. Support to adult children averages out to

$10,000 per year. That’s $10,000 that boomers aren’t saving,
contributing to retirement accounts, or investing.  Can your re-
tirement afford that kind of generosity?  If you fall short of your
retirement goals, is the adult you’re bailing out going to bail you
out during your golden years?
Before you write your struggling young adult another big check,
ask yourself these four key questions:
What, specifically, is this money for?
The key word here is SPECIFICALLY.
Many parents tend to err on the side of protecting their child’s
feelings when weighing financial support. We know asking for
money can be embarrassing, and we don’t want to deepen that
embarrassment. Or we’re worried that if we ask too many ques-
tions the child will become frustrated and hide serious prob-
lems from us going forward.
These are understandable concerns. But it’s also important that
you understand whether your child needs support because of
something beyond his or her control (a car accident, serious
health issues, unexpected job loss) or because they’re struggling
with basic adult responsibilities. If your child is making poor
budgeting decisions or settling for underemployment, you may
be throwing good money after bad.  Be tactful, but get to the
root problem before you decide if your money is the best solu-
tion.
What is the real cost to me?
Many parents are already helping their adult children more than
they realize.  For example, you might not think much of letting
your adult children stay on the family cell phone plan or pig-
gyback on an HBO subscription. After all, it’s only twenty
bucks a month, right?  But how long have you been giving your
child that monthly free pass? Years? You can also set time limits.
For example, tell your child they can remain on the family cell
phone plan until age 25 or until they get married, whichever
comes first.
Are you helping with larger monthly expenses, like student loan
or car payments? When will it finally be time to pull the plug?
Our advice: get it all down on paper. Make a spreadsheet that
accounts for the financial support you’re already giving your
child, large and small. Seeing how even small expenses accumu-
late over time will be eye-opening for both of you and help in-
form a good decision.

What are the terms of the bailout?
This is another area that parents tend to tiptoe around because
they’re afraid of insulting their children. But do you know of
any bank that’s going to loan your kids money indefinitely,
charge no interest, and ask for no repayment? Then why
should your money be subject to such lousy terms?
Your children have to understand that your generosity is not
open-ended, especially as you near retirement age. You’ve
probably made many sacrifices for them already. You should
not sacrifice your financial security or the nest egg that is
meant to support you in retirement.  If your children want you
to “be the bank,” then you have every right to act like one. Set
clear terms in writing, including a repayment schedule. In
more serious cases, you might want to bring us a copy of this
agreement so that we can include it in your estate plan.
How else can I help?
It’s very likely that your child spent 16 or more years in school
without learning a single thing about managing money. Finan-
cial literacy just isn’t taught in schools. This knowledge gap
could be a big reason your young adult is struggling.
A BMO Wealth Institute survey found that two-third of par-
ents give money to adult children when a sudden need arises2.
Does your child need money suddenly because he or she does-
n’t know how to budget? Help find that balance between cov-
ering current expenses and contributing to savings and
investment accounts.  Housing and transportation expenses
can be a shock to recent college grads. You could help your
child negotiate a car lease. You might help a child who’s already
chasing after the Joneses by counselling against a rash home
purchase that will stretch his or her finances thin.  Introducing
your underemployed child to some of your professional con-
nections might lead to a significant career upgrade.
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Continued on page 7

HERE’S WHAT YOU SHOULD KNOW
ABOUT BITCOIN

We’ve all seen the stories about bitcoin over the past
few years—the triumphs and the pitfalls. For
many investors, this cryptocurrency has raised a

lot of questions and a lot of curiosity. Is bitcoin just a “scam”
that will end in a meltdown? Or does it have the potential to
revolutionize financial markets as we know them?
If you’re one of the many who are curious about bitcoin, read
on for some of what you should know about the emerging
world of cryptocurrency.
Bitcoin Defined
To start, what exactly is bitcoin? In a nutshell, bitcoin is the
world’s first digital network. It’s protected by a nearly im-
penetrable system of global computers (or miners) and built
upon foundations in cryptography—which contributes to
the fortress-like security of the network. The digital currency
that supports this network is called bitcoin, the world’s first
cryptocurrency.
Bitcoin is also the first monetary network controlled by users
without the need for a trusted third party (e.g., a central bank

or financial institution). Transactions are anonymous, can be
conducted anytime, and are recorded in an open ledger
(known as the blockchain) that can be viewed in real time.
Performance and Risk
Since its inception, Bitcoin’s performance has been extremely
volatile, with significant peaks and valleys. How significant?
Purchasers of bitcoin at its peak in 2017 (see Figure 1) would
have experienced a drop in value of roughly 80 percent over
the next year. On the other hand, at current values, the price
of bitcoin has since doubled in value from that same 2017
peak. 
Currently, however, many Wall Street strategists contend bit-
coin is in the midst of another bubble. In fact, Bank of Amer-
ica strategists are even calling it the “mother of all bubbles,”
based on a comparison of performance with past asset bub-
bles (see Figure 2).

Moreover, studies have shown that despite some closeness in
performance over the past year, bitcoin over the longer term
has a low correlation with traditional asset classes (see Figure
3).  So, is it bull or bear for bitcoin? Let’s take a closer look at
both sides.
The Bull Case for Bitcoin
Decentralized nature.Holders of bitcoin have ultimate con-
trol over their money; there is no centralized authority that
can issue new currency and no financial institution that has
control over their funds. It’s one reason why cryptocurrencies
are often viewed as a threat by traditional banks. Although a
pure exchange of bitcoin happens between two parties en-
tirely on the bitcoin network (without the need for any
trusted bank or third party), there are requirements to utilize
a third party (e.g., a cryptocurrency exchange) in order to pur-
chase bitcoin or to translate bitcoin back to dollars or any
other currency.
Natural inflation hedge. Upon its creation on January 3,
2009, it was determined there would be a finite number of
bitcoin released with the number set at 21 million. That num-
ber is programmed into the software itself; therefore, there is

no central authority that can decide to issue new cur-
rency. If we consider the natural deflation over time
in bitcoin and compare it to economies that have
faced massive hyperinflation, such as Venezuela, a
use case for a currency with no government control
appears to emerge.
Store of value. The concept of bitcoin as a store of
value (especially in Treasury accounts at corpora-
tions) has become increasingly popular. This idea
hinges on a belief that bitcoin is a better alternative
to dollar-based assets, as well as the risk of a signifi-
cant devaluation of dollars, based on years of in-
creased money supply.

Institutional support. Many institutions are seriously con-
sidering bitcoin as part of their overall asset allocation.Mass-
Mutual recently committed $100 million of its general
investment fund to bitcoin; Square and PayPal now offer the
ability for customers to purchase bitcoin from their apps; and
notable money managers, including Paul Tudor Jones, Bill
Miller, and Stanley Druckenmiller, have supported bitcoin as
part of their investment portfolios.
The Bear View
Intangible asset. Many bitcoin deniers see it as a pyramid
scheme or “scam” because bitcoin is an intangible asset. Al-
though we can find a floor value of bitcoin based on the net-
work expenditures involved with creating a coin and the
power consumed to do so, it is hard to find the intrinsic value
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of an asset that isn’t backed by any government and
doesn’t produce any cash flow. Of course, the same
thing could be said about gold; although it is techni-
cally a tangible asset, gold has a certain value because,
well, everyone says it does. There are significant expen-
ditures that go into the production of gold, but its sup-
ply can be ramped up by producers when warranted,
as opposed to bitcoin, where there is a known, finite
supply.
Manipulation. Another argument is that cryptocur-
rencies can easily be manipulated. A recent lawsuit
against stable coin company Tether argued that unlim-
ited issuance of Tether coins helped prop up the value
of bitcoin in recent years. Although manipulation is a
concern, negative Tether news hasn’t dampened opti-
mism regarding the currency.
Regulatory concerns. Due to the decentralized nature of bit-
coin, transactions between parties can be done completely
anonymously, which has given rise to shady, underground
platforms, such as Silk Road, a drug marketplace that was shut
down in 2014. Regulators are watching developments in the
space closely. A recent Financial Crimes Enforcement Net-
work regulatory proposal would require more information
for those sending bitcoin via exchanges, such as Coinbase. Re-
cent allegations against Ripple, a cryptocurrency payments
company, say bitcoin should be considered a security. Chris-
tine Lagarde, president of the European Central Bank, has
called for a coordinated global effort to better regulate the
space because of concerns about criminal activity, including
money laundering and unauthorized investment schemes.
Ripe for fraud. Because it is unregulated and traded anony-
mously, bitcoin is ripe for fraud, scams, Ponzi schemes, and
other “creative” ways of getting hold of bitcoin or access to
bitcoin wallets. Swindled investors often have no recourse for
getting their money back, and a lost, forgotten or stolen pass-
word can mean loss of access to bitcoin funds forever.

ABOUT BITCOIN ...
Continued from page 6

The Bottom Line
Much remains to be seen about bitcoin. Will it displace our
old ways of exchanging value? Like gold, is it a viable store of

value? Is it a better option than many fiat currencies
in emerging markets that are constantly devaluing
their currencies? Or is bitcoin the biggest bubble
we’ve ever experienced? We don’t have the answers to
many of these questions. What we do know is that,
despite the likelihood of more volatility, hacks, and
scams, cryptocurrencies remain one of the most in-
triguing technological advances in many years.
If you’re curious about or are seriously considering in-
vesting in bitcoin, the bottom line is that you must
do your own due diligence, thoroughly research and
understand the benefits and significant risks, and be
fully prepared to lose your entire investment, before
making any decisions.  n

This article is intended strictly for educational purposes only and
is not a recommendation for or against cryptocurrency.
Authored by Chris Stuart, CFA®, senior investment research
analyst, at Commonwealth Financial Network®.

Correlation measures the degree in which two variables (or, in this case, asset class
returns) move in coordination with each other. As we get closer to 1, the more two return
streams will be expected to move in tandem with each other. As we move toward –1,
it means two different return streams will move in the opposite direction from each other.
A correlation of 0 means that two return streams are independent and have no mean-
ingful relation with each other. This is why you might often hear that in order to have a
diversified portfolio, you should have or own assets with return streams that are not
entirely correlated.

BAILING OUT ...
Continued from page 5

One key connection you should be sure to tap: your fiduciary
advisor! We’re always happy to help our clients’ adult children
get on their feet. We consider this a service to our clients be-
cause we know that the less you’re worried about supporting
your children, the more secure your own retirement goals will
be. n
Sources
1. https://s1.q4cdn.com/959385532/files/doc_downloads/re-
search/TDA-Financial-Support-Study-2015.pdf
2. https://wealth.bmoharris.com/media/resource_pdf/bmowi-
bank-of-mom-and-dad.pdf
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