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Latest developments on tax policy

•Tax rate increases (39.6% on ordinary income, 25% on LTCG) seemed 
inevitable until Senator Sinema (D-AZ) took a stance opposing these 
provisions

•New surtax will apply to very high income

•Estate tax provisions – sunset of lifetime exclusion + grantor trust changes 
– were taken off the table as well
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Fiscal pressures drive need for more revenue?

Sources: Congressional Budget Office (CBO), 2020; 2020 Social Security Trustees Report.
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2021 income tax brackets
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First step – projecting income for 2021

1. Identify marginal tax bracket
– Cost of adding additional income?
– Benefit of avoiding additional income?

2. How much ”room” is available until taxpayer creeps into next 
bracket
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#1 Timing of income and losses

• Does a Roth conversion make sense before the end of 
the year?

– Be aware of 3.8% surtax
– Medicare Part B/D premiums
– Taxation of Social Security benefits
– FAFSA (2 year look-back)

• Consider a capital gains “budget”

• Maximize use of zero percent rate on LTCG

• Should retired clients consider taking more than the 
RMD?

• Tax-loss harvesting opportunities

• Pass-through business owners and expansion of 3.8% 
surtax in 2022

Source: Internal Revenue Service, visual depicts brackets for long-term capital gain income for married couples filing a joint tax return in 2021
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#2 Deduction planning - consider “lumping” 
charitable gifts

Example is based on 2021 IRS figures and does not account for higher standard deduction in 2022 and 2023 due to annual inflation adjustments.

Assumptions: H&W, age 65, who donate $10,000 annually to charity; other deductions 
include $10,000 for SALT and $7,000 for mortgage interest; their marginal income tax 
bracket is 22%; their standard deduction is $27,800 since both are age 65+ 

2021 2022 2023

$10,000 $10,000 $10,000Annual gifts

$30,000“Lump” gifts NO GIFT NO GIFT

Result: With annual gifting, their total deductions = $83,400 ($27,800 x 3 years); by lumping gifts, their 
total deductions = $102,600 ($47,000 + $27,800 + $27,800), resulting in a difference of $19,200 for a 
tax savings of approximately $4,200, assuming a 22% marginal tax bracket.
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#3 Make sure you have addressed the impact of 
the SECURE Act with clients

Account owners
• Review and evaluate beneficiary 

designations
• Leave IRA to lower-income 

heirs, or more heirs in general
• Review trust arrangements

• Spend down IRA while living
• Roth conversions
• Charitable considerations

• QCD, CRT as stretch “proxy”
• Permanent life insurance as a 

means to leave a tax-free legacy

Heirs
• Tax-efficient timing of 

distributions over the 10-year 
period

• If inheriting Roth, wait until the 
end of the 10th year to distribute
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#4 Engage clients on charitable giving

•Lumping charitable gifts using a DAF
– Also a great way to connect with other 

family members of clients

•Qualified Charitable Deductions (QCDs)

•Extension of CARES Act provision on 
100% of AGI deduction limit

•Advanced planning for highly appreciated 
positions
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#5 Gifting and estate plan considerations

•Annual gift exemption + direct payments for medical / education

•Grandparent gifting into 529 plans

•Gifting appreciated assets to family member in lower brackets

•Lifetime gifts in lieu of impending sunset?

2017 2021
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HNW clients may see this as an opportunity since the estate tax was not 
repealed under the TCJA and valuation discounts are still available under§2704.
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Resources designed to help you engage clients 
and prospects
• Client seminar and investor 
education pieces on the tax 
landscape and planning ideas

• Wealth Management Center blog 
articles and resources

– Putnamwealthmanagement.com

• Video commentary and podcasts

Follow Bill Cass on Twitter
@BillCassPutnam
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Contact Putnam

800-354-4000
Client Engagement 
Center

putnam.com/advisor
Putnam website
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FOR FINANCIAL PROFESSIONAL USE ONLY.

There is no guarantee that any plans or proposals in this material will be implemented.

This information is not meant as tax or legal advice. Please consult with the appropriate tax or 
legal professional regarding your particular circumstances before making any investment decisions.

Your clients should carefully consider the investment objectives, risks, charges, and expenses of a fund before 
investing. For a prospectus, or a summary prospectus if available, containing this and other information for any 
Putnam fund or product, call the Putnam Client Engagement Center at 1-800-354-4000. Your clients should read 
the prospectus carefully before investing.

Putnam Retail Management
putnam.com
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