
Why Your Refund May Be Smaller This
Year and Tips for a Tax-Smart 2023

Following several years of economic stimulus programs, many taxpayers
may be in for a bit of sticker shock when filing their 2022 tax returns. On
average, refunds are expected to be smaller than in recent years, and
some taxpayers may find they actually owe money. This is due in part to

the:1

End of pandemic-related stimulus checks; no stimulus payments
were issued in 2022
Elimination of the enhanced child tax credit, which reverted to its
pre-pandemic level of $2,000 per child, regardless of age
Special above-the-line charitable deductions which were not
extended into 2022
Increased volatility experienced last year, which resulted in certain
taxable investments being subject to capital gains, despite ending the
year flat or down

The good news? This year’s tax deadline is April 18, which provides
taxpayers three additional days to file. The IRS has also taken steps to
improve service for taxpayers in 2023. As part of the Inflation Reduction
Act, the IRS has hired more than 5,000 new telephone assistors and
added more in-person staff to help support taxpayers.

Keep in mind, just because traditional tax season ends in April, that
doesn’t mean you no longer need to factor taxes into your financial
decision-making process. Because taxes erode income and reduce the
amount of money you have available to spend on the things you want in
life, it makes good sense to pay attention to the impact of taxes on your
income year-round. Below are steps you may want to consider to help
manage your tax burden to help you keep more of what you earn

throughout the year.2

Tax-smart steps you can take now

Adjust your withholding. Are you expecting a large refund in
conjunction with your 2022 tax return? Or did you owe money
because you withheld too little last year? Either way, you may need
to close the gap by adjusting your withholding for 2023. Other
reasons you may want to update your withholding include a
significant increase or decrease in your job-related income or
changes in the number of dependents in your household. For help
determining if you need to adjust your withholding, visit the Tax

Withholding Estimator at IRS.gov.3

Maximize retirement plan contributions. For 2023, contribution
limits have increased for individual retirement accounts (IRAs) and
employer plans, such as 401(k) and 403(b) accounts. Eligible
individuals under age 50 can contribute $6,500 to an IRA. Those
over 50 can contribute an extra $1,000 as a catch-up contribution
for a total of $7,500. Contribution limits for 401(k) and similar
employer plans increased to $22,500 for 2023, for those under 50.
Participants over age 50 can contribute an additional $7,500, for a
total of $30,000 this year. Whether you make traditional (pre-tax) or
Roth (after-tax) contributions, earnings compound on a tax-deferred
basis, allowing account values to grow faster than in a comparable,

taxable account.4

Watch for opportunities to harvest gains on taxable
investments throughout the year. Often, investors wait until year-
end to think about tax-loss harvesting for their taxable, non-retirement
accounts. While it doesn't eliminate your losses, tax-loss harvesting
can help you manage your tax liability by using losses to offset
gains. You may deduct up to $3,000 of capital losses in excess of
capital gains for your federal tax return each year. Any remaining
capital losses above that can be carried forward to potentially offset
capital gains in subsequent years. Strict rules apply to tax-loss
harvesting, including the wash sale rule, which prohibits you from
claiming a loss on a security if you buy the same or a "substantially
identical" security within 30 days before or after the sale. So be sure
to work closely with your tax professional who can also advise you

on how capital losses are treated on your state tax return.5

Implement a tax-smart strategy. While taxes should never drive
your investment decisions, putting a tax-smart strategy in place can
help you keep more of your hard-earned dollars now and in
retirement. A tax-smart strategy takes a holistic view of your
finances, including the purpose of each of the different types of
accounts or assets you own, how much you invest for retirement and
whether contributions are made on a pre-tax or after-tax basis, and
how investments are diversified and managed. Tax-efficient investing
also includes tax-smart techniques, such as tax-loss harvesting and
regular account rebalancing, which can be hard to accomplish on
your own without access to professional portfolio management
resources.

To learn more about a tax-smart strategy aligned with your goals, timeline
and risk tolerance, call the office to schedule time to talk.
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other professional advice. For specific professional assistance, the services of an

appropriate professional should be sought.

Some IRA's have contribution limitations and tax consequences for early withdrawals.

For complete details, consult your tax advisor or attorney.

All investing involves risk, including the possible loss of principal.  There is no

assurance that any investment strategy will be successful.
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