Remain focused on the long term and invest in high-quality stocks and bonds.

From Chaos to Clarity

A lot is going on in the world today. The
world is undergoing significant changes in
terms of trade agreements, geopolitical
alliances, supply chains, and military part-
nerships. The world we once knew, where
we could count on long-term trade agree-
ments and supply chains, is in flux. Our top
ten trading partners account for over 64%
of US trade. These partners are Mexico,
Canada, China, Germany, Japan, South
Korea, Taiwan, Vietnam, lIreland, and
India. As we've reached agreements with
some of our partners,
others are under ne-
gotiation. In the end, it
may all work out, as |
suspect it will. It may
- take until the end

p Of this year or even
longer, but | believe
new agreements will
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certainty. When trade chaos gives way to
trade clarity, | think we'll see a smoother ride
for investors. Unfortunately, businesses now
lack clarity, and it's easy to put hiring and
investing on hold. Once business owners
understand the rules, business will return to
normal, and economic prosperity will follow.

As if the ongoing trade wars and corre-
sponding inflation weren't enough, after
more than three years the war in Ukraine
still marches on, and we've just signed into
law a new tax and spending bill. Also, oil

prices are on the rise because of the Iran—
Israel conflict. Recently, Iran enacted a law
that will restrict the International Atomic En-
ergy Agency’s (IAEA’s) access to its nuclear
sites. Under this new law, access will only
be granted with the approval of Tehran’s
Supreme National Security Council. There’s
also concern that Iran may close the Strait
of Hormuz, which is a vital oil and gas transit
route. It's suspected Iran will use mines if
the Supreme National Security Council
decides to close the Strait. This would
disrupt global energy markets and put fur-
ther pressure on oil and gas prices. Higher
gas prices hurt the economy by increasing
costs for businesses and consumers. When
consumers must pay more for gas, they
have less to spend on other goods and
services. Businesses, such as those in
transportation, will face rising costs and
decreasing profits. Moreover, carbon-based
fuels are a significant manufacturing input
into many goods, and higher costs will lead
to inflation in their product prices. Addition-
ally, fuel is an essential driver of the travel
industry, making tourism less attractive.
Most economists have been predicting
several rate cuts later this year. I've consis-
tently written in previous newsletters that |
didn’t expect any rate cuts in 2025. | don't
think we’ll see any rate cuts until Jerome
Powell’s term is up in May 2026. At that
time, President Trump will appoint a new
Fed chair who is more like-minded. Re-
cently, in Sintra, Portugal, Powell stated that
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the Fed would have cut rates already if not
for the tariffs. Last month, the Fed decided
to hold rates steady in a range between
4.25% and 4.5%, where they've been
since December. For his stance, Powell has
taken enormous criticism from President
Trump. In recent weeks, Trump called Pow-
ell “terrible” and a “very average mentally
person.” Trump even called Powell a
“moron” while speaking to reporters on Air
Force One. In response, Powell has taken
the high road and said, “All | want—and all
anybody at the Fed wants—is to deliver an
economy that has price stability, maximum
employment, and financial stability. What
keeps me awake at night is: How do we get
that done? | want to hand over to my suc-
cessor an economy in good shape.” Powell
is reluctant to lower interest rates because
he believes that tariffs will cause higher con-
sumer prices and inflation. Most economists
agree with Powell. Until we settle on a final
policy around tariffs and determine their ef-
fect on our economy, | dont expect the Fed
to lower rates. A much higher unemploy-
ment rate would change my thinking.

Two Fed governor seats will expire during
Trump’s term. Fed governors serve a term
of fourteen years. The Fed chair has a four-
year term, but they can be reappointed, and
there’s no limit to the number of terms they
can serve. Powell’s second term will end in
May 2026, and Trump will appoint a new
Fed chair. Although his term as Fed chair
will end next year, Powell’s official fourteen-
year term doesnt end until January
2028. Typically, when a Fed chair ends their
term, they resign and forgo their remaining
years. If Powell does resign, Trump will ap-
point a new governor to the Board. The next
Fed member whose term expires will be
Adriana Kugler; her term ends in January
2026. At that time, Trump will appoint
someone to a new fourteen-year term to

Continued on page 2
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take her place. The Federal Reserve Board
of Governors has seven members, including
the Fed chair. All are appointed by the
president and confirmed by the Senate.

The Federal Open Market Committee
(FOMC), which sets interest rate policy, is
composed of all seven Fed governors, the
president of the New York Fed, and four
other regional bank presidents. Trump des-
perately wants the Fed to reduce interest
rates. Still, the fourteen-year term for Fed
governors was designed to prevent any
political influence, knowing they can wait
out any sitting president. Additionally, the
fourteen-year term expirations are staggered
every two years, so no single president
can drastically alter the Board’s composi-
tion. The fourteen-year term allows the Fed
Board of Governors to focus on the long
term. Once their fourteen-year term is up,
that’s it. The appointment is nonrenew-
able. Also, even when Powell leaves his post
next May, it doesn’t necessarily mean that
the FOMC will lower interest rates. The Fed
chair doesn’t have the power to lower inter-
est rates unilaterally. The FOMC must vote,
and a majority vote wins the day. So, al-
though the Fed chair is very influential, they
only have one vote.

On July 4th, President Trump signed his
self-titled “One Big Beautiful Bill” into law.
Included in this bill is the extension of the
2017 Trump tax cuts. The Tax Cuts and
Jobs Act, which Trump sponsored during
his first term, was set to expire on December
31, 2025. Extending these tax cuts was
highly controversial, mostly around party
lines. There were also significant cuts to
Medicaid; the new law calls for a new work
requirement for non-disabled adults without
children. Also, re-enroliment for Medicaid
goes from once a year to twice a year. Re-
publicans in rural states were worried that
these cuts could result in hospital closures,
so the Senate added a $50 billion rural hos-
pital fund to the bill. The bill also requires
able-bodied adults with children fifteen
years old or older to work or volunteer at
least eighty hours a month to maintain
benefits. Moreover, the bill increased the
state and local tax deduction (SALT). The
previous cap of $10,000 has been raised to
$40,000; however, after five years it will
return to $10,000. The Supplemental
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Nutrition Assistance Program (SNAP),
previously known as Food Stamps, was
reformed under the new bill. SNAP was
previously funded entirely by the United
States (US) government, but now some of
the costs will be moved to the states. The bill
also boosts spending on defense and border
protection. The US military will receive a
budget increase of $150 billion. A significant
portion of this will go to shipbuilding and
Trump’s Golden Dome initiative. Immigra-
tion and Customs Enforcement (ICE) will
receive $100 billion under the bill. Prior to
this bill, the annual budget for ICE was
approximately $8 billion. The federal estate
tax exemption remains at $13.99 million per
individual. It was expected to decrease to
about $7 million per person on December
31, 2025, if the Tax Cuts and Jobs Act
expired. Although Social Security income
remains partially taxable, the new bill intro-
duces a $6,000 deduction for individual
taxpayers over age sixty-five and $12,000
for married couples. This deduction phases
out with income starting at $75,000 for
individuals and $150,000 for joint filers. The
bill also reduced taxes on tips. The first
$25,000 in tips will be tax deductible for el-
igible workers, subject to income limita-
tions. For overtime pay, the first $12,500
will be tax deductible subject to income
thresholds.

How do you invest in a world where there
are military wars, trade wars, geopolitical
concerns, and unsettled tariff policies? We
must remain focused on the long term and
invest in high-quality stocks and bonds. In
turbulent times, our high-quality investment
approach has consistently proven prudent. |
would expect minor adjustments around the
edges, but our core investment approach
remains unchanged. If you would like to re-
view your overall allocation and financial
plan or discuss how to put additional cash
to work, please contact your Roffman
Miller Investment Advisor. On behalf of our
entire team, thank you for your trust and
confidence.

Bob Hofmann, President
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If Powell does resign, Trump
will appoint a new governor
to the Board. The next Fed
member whose term expires
will be Adriana Kugler; her

term ends in January 2026.
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His uncanny ability to pick winners earned him the nickname the ‘Oracle of Omaha

e’ and the rain

The ‘Orac

Last night there was a powerful storm in
my area that brought flash flooding,
knocked out power and downed trees.
Luckily, my home did not lose power, but
some of our neighbors were not as lucky.
Fearful of the storm, my daughter headed to
her bedroom where she grabbed one of her
many Squishmallows, best described as a
stuffed animal in the shape of a pillow, for
comfort. This spring we experienced record-
breaking rain throughout the Philadelphia
region. Regarding
record breaking,
Squishmallows were
the bestselling toy in
2022. The company
that created them,
Jazwares was ac-
quired by Berkshire
Hathaway earlier that
year. On top of the
record-breaking rain,
another notable event this spring was the of-
ficial announcement of Warren Buffett retir-
ing as CEO of Berkshire Hathaway. Once
the richest man in the world, he has been
touted as one of, if not the best investor of
all time. His uncanny ability to pick winners
earned him the nickname the ‘Oracle of
Omaha.” He is often admired for the care
and simplicity of his investment philosophy.
Perhaps that's why he lasted over 60 years
at Berkshire Hathaway and still will remain
on their board even as his age extends well
into his 90's. It seemed timely to reflect on
some of my favorite Buffet quotes:

“SOMEONE’S SITTING IN THE SHADE
TODAY BECAUSE SOMEONE PLANTED A
TREE A LONG TIME AGO.”

Buffet echoed this idea in a recent memo
around his recent donations, “Nothing ex-
traordinary has occurred at Berkshire; a very
long runway, simple and generally sound
decisions, the American tailwind and com-
pounding effects produced my current
wealth.” Buffet’s investment style helped to
propel his company’s growth and his noto-
riety. His strategy: find quality companies at
a good price that you believe in. Growth in a
portfolio is often the result of sound invest-
ment decisions mixed with patience. Buf-
fet’s strategy may have differed had it not
been for being rejected by Harvard and in-
stead studying under Benjamin Graham at

a

Robert Riegen, CFP®
Investment Advisor

Columbia. Graham is often referred to as
‘the father of value investing.” Graham'’s
book The Intelligent Investor is a book that
I’'m sure was on Buffet's bookshelf and will
always have a place on my personal book-
shelf as well.

“IN THE BUSINESS WORLD, THE
REARVIEW MIRROR IS ALWAYS
CLEARER THAN THE WINDSHIELD.”

Last month my 17-year-old son was on his
way home one night from a friend’s house.
It was dark outside and raining. The combi-
nation impacted his visibility out of his wind-
shield. He swerved to avoid a pothole and
his sideview mirror encountered a telephone
pole. Surprise, surprise- the telephone pole
won! | wouldn’t let him drive with no mirror,
so he was without a vehicle for a week and
he wasn'’t very happy with himself or with
me. Even with a windshield, a rearview mir-
ror and two side mirrors, sometimes we
can't see everything that is around us: take,
for example, the last 2 V-shaped market re-
coveries. It seemed the news was bleak in
both situations, yet the market was able to
look past the news and accelerate forward
to new all-time highs... It's always a lot eas-
ier to view the past in terms of what you
could have done, especially when it comes
to the markets, but even more important is
to keep our eyes on what may be ahead.

“A SIMPLE RULE DICTATES MY BUYING:
BE FEARFUL WHEN OTHERS ARE
GREEDY AND BE GREEDY WHEN
OTHERS ARE FEARFUL.”

In early May | took my 2 teenage sons to
Knoebels Amusement Park in central Penn-
sylvania. For the entire week leading up to
our trip, rain was predicted the day of our
visit. Had | listened to the weather forecast,
| probably wouldn't have taken them. Turns
out, the weather was great. It kept the
crowds a bit more manageable. Sometimes
it's better to create a plan and stick to it,
rather than living in a state of constant worry
about what could be coming. If | had con-
cerned myself with the weather forecast
from the news, | might not have gone and
we would have missed out on a special fam-
ily day. Google searches for the word ‘reces-
sion’ rose significantly in the first half of this
year and confidence levels in the US hit
pandemic-era lows during the tariff escala-
tions. Meanwhile, the markets rose signifi-

cantly off an emotional bottom and are cur-
rently still climbing. For those that “sold in
May and went away” or were overly con-
cerned about the impacts of tariffs and
pulled out of the markets when things got
choppy, they missed the double-digit growth
of the last 2 months, the greenest of the year
thus far.

“IT'S NEVER PAID TO BET AGAINST
AMERICA. WE COME THROUGH
THINGS, BUT IT'S NOT ALWAYS A
SMOOTH RIDE.”

Although Buffet's ‘Oracle’ nickname
seems to allude to some form of unearthly
precognition, it seems that Buffet's success
is more driven by careful quantitative analy-
sis and not some mythical crystal ball. Most
of Buffet's investment bets were US-based
companies because the US is where the
money is, and has been for some time. This
last quarter was bumpy, but we are back to
hitting all-time highs in the US markets.
There certainly still are things to be con-
cerned about like hostility in the Middle
East, no resolution yet to the Russia/Ukraine
war, and an ongoing concern over the im-
pacts of tariffs and the trade war, but the US
is still in the driver’s seat of the global econ-
omy. With foreign funds attracting a lot of at-
tention, it seems even more timely to
remember that the US markets have signif-
icantly outpaced their foreign counterparts
over longer periods. That trend doesn't
seem likely to end anytime soon.

“IT'S FAR BETTER TO BUY A
WONDERFUL COMPANY AT A FAIR
PRICE THAN A FAIR COMPANY AT A
WONDERFUL PRICE.”

You know, | think he is on to something
here and it sounds easy. We follow a similar
thought process here at Roffman Miller.
Maybe it's not a surprise to see some of our
larger holdings are mirrored in Berkshire's
portfolio- Apple, Visa, Bank of America, and
American Express to name a few.

“IT'S ONLY WHEN THE TIDE GOES
OUT THAT YOU LEARN WHO'S BEEN
SWIMMING NAKED.”

Hopefully you are going to wear a bathing
suit when you go swimming. | know | do-
though | think he was getting at something
different here. Sometimes investing in what
could be the next best thing sounds great,
but the risks of speculative ventures are
sometimes masked by good economic

times. If it sounds too good to be true, it
Continued from page 3
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How To Avoid Quarterly Estimated Tax Payments

WHY ESTIMATED TAXES MAY BE
REQUIRED

Taxes are pay-as-you-go. This means that
you need to pay taxes during the year, as
you receive income, rather than paying at
the end of the year. If you are not withhold-
ing enough through-
out the year, the IRS
requires quarterly es-
timated payments in-
stead to avoid
underpayment penal-
ties. Typically, this is
not a concern until
Kevin Cooke, CEP® you retire. While work-
Senior Investment Manager ing, your employer au-

tomatically  withheld

taxes on every paycheck. The most com-
mon sources of retirement income are So-
cial Security and pension income which can
have withholding but it's not automatic. Ac-
tion is required on your part to set it up. You
must complete Form W-4V (the “V” is for
voluntary) with the Social Security Adminis-
tration and Form W-4P with the payor of
your pension or annuity income. Retirees
also often receive significant dividends, in-
terest, capital gains, and maybe rental in-
come or other income, none of which have
tax withholding, opening the door for under-
payments and penalties.

SAFE HARBOR RULES TO AVOID
UNDERPAYMENT PENALTIES

To avoid IRS penalties for underpayment,
you must withhold or pay at least one of the
following during the year:

1) 100% of last year’s tax liability (110%
if your AGI was over $150,000)

e This is often the easiest method to cal-
culate because last year’s total tax liability is
known (Form 1040, line 24)

2) 90% of your current year’s tax liability

e The challenge here is to know your
exact liability before the year is over

A common approach is to simply divide
100% of last year’s tax liability by 4 and
send this amount by each of the due dates.
For 2025, these dates are: 4/15/25,
6/16/25, 9/15/25, and 1/15/26. Most people
find it's a burden to remember and submit
these payments throughout the year.

AVOIDING ESTIMATED TAXES VIA IRA
DISTRIBUTIONS

If you are taking distributions from your
IRA, you may be able to avoid the hassle of
quarterly payments! That is because taxes
withheld from retirement account distribu-
tions are considered “ratable.” This means
that even a single distribution of taxes with-
held is treated as being paid evenly through-
out the year.

You may already be taking RMDs (re-
quired minimum distributions) or will start
the year you turn age 73 (or age 75 for those
of you born in 1960 or later). Many retirees
choose to take IRA distributions prior to
RMD age because they need the income or
they're taking advantage of a lower tax
bracket in retirement. Whether you are tak-
ing IRA distributions because they are
mandatory or just because you want to, the
taxes withheld are still ratable. If you take
your $30,000 RMD as a lump sum in De-
cember with 20% withholding, then the IRS
treats your $6,000 tax payment as having
been made evenly over the entire year.

Let's look at an example of how you can
avoid estimated tax payments:

e Last year’s tax liability: $20,000

e You receive Social Security benefits and
a pension and have $10,000 federal with-
holding between them

¢ $10,000 in additional estimated tax pay-
ments are necessary, traditionally in the
form of $2,500 paid each quarter

e Better Solution: Withhold $10,000 from
your IRA distributions, timing is not an issue

| should mention, Schwab doesn’t allow
us to withhold a set dollar amount. Instead,
we must choose a withholding percentage
(whole number) but it's easy math to ensure
you are withholding the desired dollar
amount.

Taking advantage of the ratable nature of
retirement account withholding is a powerful
tool when applied properly to avoid under-
payment penalties and the nuisance of
quarterly estimated tax payments. Your Roff-
man Miller Investment Manager will be
happy to discuss this topic as it pertains to
your specific situation. And remember,
when you are considering any tax strategy it
is prudent to also discuss it with your CPA
or other tax professional who has a complete
picture of your tax situation.

Kevin Cooke, CFP®
Senior Investment Manager
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probably is. A few years back, my uncle
called me. He asked me about an invest-
ment his friend had gotten involved in. He
knew | worked in the industry, and he
wanted my opinion. It had to do with the
currency of a third world country that was
supposedly significantly undervalued. “The
tip of the century’ is how it was pitched to
my uncle; a lawsuit was about to get over-
turned, and you could become a millionaire
by investing a minimal amount- like a
$1,000. He didn’t get involved after our con-
versation. Things didn’t go as planned, his
friend lost everything he put in, and my
uncle thanked me for convincing him not to
get involved before the tide went out on this
one.

“THE MOST IMPORTANT INVESTMENT
YOU CAN MAKE IS IN YOURSELF.”

| doubt Buffet will be able to predict the
weather for the rest of the summer. And
hopefully the rain won't ruin any of your
summertime plans, but those are things out
of our control. What we can ensure is that
our windshield wipers are in good working
order, the engine is tuned, and we have vis-
ibility to enjoy the road ahead. If you have
goals with your wealth, let us help you create
the plan to make those goals a reality. After
all, the shade created from a mature tree or
a well-developed portfolio will help keep you
from sweating too much in the heat of the
sun and during retirement. We are here to
help - and please don't forget your bathing
suit if you're heading to the shore.

*Warren Buffet limited
series Squishmallow- intro-
duced in 2022, the year
Berkshire Hathaway pur-
44 chased Jazwares, the pro-
ducer of Squishmallows.
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