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Economic Commentary

Changes to Tax Deductions and
Exemptions!

During President Trump’s first term, Congress
passed the Tax Cuts and Jobs Act, which made major
changes to the tax code. Many of those changes were
set to expire at the end of this year, but this bill has
made them permanent. That means all current tax
rates and brackets will continue for the foreseeable
future.

In addition, several tax deductions are set to increase
under the bill. For example, the standard
deduction has been raised from $15,000 to $15,750
for single individuals, and from $30,000 to $31,500
for married couples filing jointly. Future increases
will be indexed to inflation.

For those who choose to itemize their tax deductions,
the bill also increases the state and local tax (SALT)
deduction limit from $10,000 to $40,000. This
deduction will increase by 1% each year until 2030,
when the cap reverts back to $10,000. Note that the
SALT deduction begins to phase out for taxpayers
earning $500,000 or more in annual income.

There is one other deduction we need to talk about,
but I'll save it for another section below.

Finally, the exemption on estate and gift taxes is also
being raised to $15 million (up from $13.99 million)

for singles and $30 million (up from $27.98 million)
for married couples.



Changes to Tax Credits!

The bill also makes some important changes to several types of tax credits — raising one while eliminating
others.

First up is the child tax credit. The current level of $2,000 was set to expire by year’s end but has now been
permanently increased to $2,200. (The original House version of the bill would have raised the credit to
$2,500, so if you see that number anywhere, know that it’s out of date.)

On the other hand, the bill nixes many of the “green” tax credits that consumers have grown used to in recent
years. That includes credits for buying new and used electric vehicles or installing energy efficient heating and
cooling systems, including rooftop solar panels. The EV credits end on September 30, 2025, while the latter
ends after December 31. So, if you were considering “going green” in any way this year, it might be best to do
it sooner rather than later!

Changes that Could (Potentially) Affect Social Security Taxes!

The following information could technically have been covered in the “Changes to Tax Deductions” section,
but as it’s possibly the trickiest provision I'm going to address, I decided it should stand alone.

According to multiple media reports, shortly after President Trump signed this bill into law, many of those
who receive Social Security benefits received an email from the Social Security Administration.2 The email
stated that the bill would “eliminate federal income taxes on Social Security benefits for most beneficiaries.”2
You may have also seen this claim floating around on social media.

As Social Security is such a key part of retirement planning, it’s important to clarify that this is not entirely
accurate. The bill makes no direct changes to taxes on Social Security benefits.

Instead, the law creates a new type of temporary tax deduction specifically for seniors. Individuals aged 65
and older can now claim a $6,000 deduction if their annual income is $75,000 or less. Married couples filing
jointly may claim up to $12,000 so long as their combined income is $150,000 or less. This deduction phases
out above these limits, ending at $175,000 for individuals and $250,000 for couples.

What does this all have to do with Social Security? Well, when coupled with other types of deductions, this
provision can reduce taxable income for many retirees and pre-retirees. Given that Social Security taxes are
dependent on a person’s annual income, some retirees who take this deduction may find that, as a result, they
no longer owe taxes on their benefits.

If you are collecting Social Security, plan to start in the near future, or know somebody who is, keep in mind
that it takes some careful number crunching to determine whether this new deduction will impact taxes on
your benefits.

Finally, bear in mind this new deduction isn’t permanent — it’s slated to expire after 2028.

Child Savings Accounts?

For those planning to welcome a child or grandchild into the family over the next few years, this bill contains
a nifty provision: A new type of tax-advantaged savings account specifically for children born in 2025 through

2028.

When opening the account, the government will make a one-time deposit of $1,000. Parents and relatives can
each contribute up to $5,000 a year, and employers can also kick in $2,500. Any earnings are tax-deferred



until the child reaches 18; however, withdrawals will be taxed as long- term capital gains.

These types of accounts can be a handy way to help children save for the future, including higher education.
However, there are lots of rules regarding these accounts, and they may not always be the best option
compared to other alternatives.

Conclusion

As you can see, this bill comes with many changes that could have an impact on our financial planning. Of
course, my team and I will continue poring over these provisions. If there is anything else we feel you need to
know, we’ll reach out or go over them with you during our next review. In the meantime, don’t hesitate to
contact us with questions!

Sources:

1 Text of “ONE BIG BEAUTIFUL BILL ACT,” Congress.gov, https://www.congress.gov/bill/119th-congress/house-bill/1/text
2“Social Security Email About ‘Big Beautiful Bill’ Tax Changes Sparks Confusion,” Kiplinger, July 7, 2025. https:
big-beautiful-bill-tax-changes-sparks-confusion
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Key Index Returns

Index Retun %
Dow Jones Industrial Average 5.46
Nasdaq Composite 17.96

S&P 500 Index 10.94
Russell 2000 Index 8.50
MSCI World ex-U.S.A.* 12.05
MSCI Emerging Markets* 11.99
Bloomberg Barclays Global Aggregate Bond TR USD 4.52

20+ Year Treasury Bonds Index -1.92

Source: Black Diamond QTD returns: as of June 30, 2025 *U.S.D.
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After the Closing Bell

Walls are a funny thing. Some are meant to keep things in. Others are meant to keep
things out. But there are just some things that a wall cannot retain.

I was reminded of just that during a recent visit to Berlin. Berlin is a beautiful, modern
city with a rich history. Marveling at its architecture, what moved me the most were
some of its most enduring symbols—the Brandenberg Gate, Checkpoint Charlie and, most
of all, the Berlin Wall.

On August 13, 1961, East German soldiers suddenly unrolled 96 miles of barbed wire
around the border of West Berlin—effectively walling off West Berlin, and the freedom it
represented, from the people of East Berlin and East Germany. Streets, railways and
canals were suddenly blocked. A twelve foot high concrete wall soon replaced the barbed
wire. And the East Germans fortified that wall with towers and floodlights, armed guards
and guard dogs, and in some places land mines.

The Berlin Wall encircled all of West Berlin—not keeping West Berliners in their place
as much as preventing East Germans from escaping a totalitarian regime for the freedom

of the West. There were countless instances of desperate, brave East Germans attempting to breach the wall to escape
oppression only to be met by brutal force and certain death.

For almost three decades, the Berlin Wall stood as an enduring symbol of the Cold War. Yet there was one thing that
the Berlin Wall could not retain—the promise of freedom. The freedoms of the West—the freedoms that many of us
take for granted—are a powerful force. The desire to live and worship and speak freely and the hope embodied in a free
society are things that no wall can hold back. They live and breathe in people longing for a better life. And, throughout
our history, they have always prevailed.

So too, with the Berhn Wall. When it finally came down in November of 1989, it represented not only the end of the

: Cold War but also a renewal of faith in free societies. Visiting the places where
“ the Berlin Wall once stood reminded me that we should never take our
freedoms for granted. They must be nurtured and protected—not with walls,
| but with engaged citizens, from all walks of life, finding common ground
{together. We should strive to build more bridges and fewer walls. There is

|| strength and promise in that. 5 /
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