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HELPING A CHILD 
BUY A HOME
First-time home buyers today face a trifecta making a 
starter home a bigger challenge than in years past. Home 
prices have surged, rising interest rates have made a 
mortgage more expensive, and an increase in all-cash 
offers has made it difficult for many people trying to 
enter into the market. 
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Jake has had a successful start to
the season for his favorite hobby,
curling.
 

He led his team to the fall season
championship for the Monday
Men’s League at Nutmeg Curling
Club in Bridgeport, with a 6-1
record.

Chicken Sausage 
Gumbo Recipe
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BUY A HOME
c o n t i n u e d  f r o m  p . 1

We are frequently asked by
clients how they can help their
young adult children with a
home purchase. They may be
able to leverage their own
balance sheet to provide
assistance, but they worry
about creating dependency.
Here are several strategies that
you might consider in a similar
situation.

Loan them the money. 
If you have enough assets, you
can be the bank. Your child
gets financing without having
to go through the mortgage
process. Assuming your child
repays you, you will get the
money back and be able to use
it for other purposes. (Be
careful that your financial
plans would not be ruined if
the loan were not repaid.) 

This should be a formal 
loan with appropriate 
 documentation. Consider
whether this should be
recorded as a mortgage that
may provide you more
protection or a less formal
promissory note. Decide what
interest rate you will charge.
The IRS considers the any
reduction in interest charged
below the Applicable Federal
Rate to be a gift that you
should track, and report as
required.

Some families choose to
forgive the note over time
using their annual exclusion
gifting amount or have them
pay it back. Any forgiveness is
considered to be a gift, so be
aware of the potential gift and
estate tax consequences of this.

Colder weather often has me
in the mood to cook food that
will warm me up. A good chili
or stew are always a good
choice. Recently, a friend of
mine shared a chicken-sausage
gumbo recipe he learned from
an older gentleman from New
Orleans. 

I attempted the recipe this
month and loved the results.
One modification I did that I
enjoyed was substituting half
of the celery with okra.  

Enjoy! - Jake

KREITLER FINANCIAL IN REAL TIME

CURLING CHAMPION

Plant trees that other men will sit under.

Click here for the full 
recipe: Gumbo Recipe

 Benjamin Graham

Earlier this season, Jake led a
team (pictured left) to win
the B Event Final at the Cool
Duck 5U Bonspiel at the
Ardsley (NY) Curling Club
with a 4-1 record (bonspiel is
just a fancy word for
tournament).

Have questions about
curling? Jake would be
happy to talk your ear off!

Enjoy this peek into the world of team member 
Jacob (Jake) Ness, CFP® Financial Planner

https://kreitlerfinancial.com/keep-warm-with-chicken-sausage-gumbo/


Give them the down payment. 
Giving your child enough to make a significant
down payment on a house can make them
much more attractive to mortgage lenders.
This also requires you to raise less capital than
if you loan them all the money, reducing
potential costs to you. It limits your risk to the
amount given to them. Most importantly, it’s a
lot easier for most families to afford helping
buy the house for their child than it is to buy
the entire thing.
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Buy the home; give it to them with a note
they will repay. 
This strategy is similar to the loaning them
money to buy a home. It has more steps than
loaning them the money. Your child pays you
back over time under the terms you agree to.
Similar to loaning them the money, be aware
of potential gift tax issues if you do not charge
interest or forgive the loan over time.

BUY A HOME

Buy the home and rent it to them 
This allows your child to live in a home they
otherwise couldn’t afford on their own, but
you still own the asset and will recoup your
capital when it is sold in the future. You can
charge them a fair market rent, or just enough
to cover costs. Be aware that a discount might
be considered a gift by the IRS.

General thoughts
Assisting your child with buying a home may
have some costs to you. There may be taxes
from capital gains on sale of assets to raise
funds, interest if you borrowed the money,
and opportunity cost (the growth you might
have otherwise received if your assets
remained invested). Talk with us to
understand what you can afford without
compromising your objectives.

Watch out for gift and estate tax
consequences. If you exceed the annual gift
exclusion ($16,000 per person in 2022/$17,000
per person in 2023), you will need to report the
excess amount in a gift tax return. The
amount above the annual exclusion will be
reduced from your lifetime gift and estate tax
exclusion. In 2023, this amount is $12.92 million
per person, so for many families this is not as 

continued from p. 01
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Things to 
Consider...
There are also ways we don’t think work
well. 

Here’s a partial list: 

1. Loan them the down payment. While
this may sound like a good idea, banks
generally insist on being the first or only
lien holder on the home. Failing to disclose
the loan during the mortgage application
process may be fraudulent and could result
in significant negative consequences.

2. Own the house together or co-sign a
mortgage. Tempting, but you are on the
hook if they run into a financial problem.
You also may have liability for accidents or
injuries that occur on the home. Better to
limit your personal risk exposure. There can
also be complications caused by the
expenses of the co-owned house. Will you
pay a pro-rata share of the expenses? If
your child pays them, will that change the
ownership percentage?

3. Own the house yourself. This can create
dependency. Your child may not take care
of it as well as you would. Even worse, you
could carry liability if something goes
wrong. If you want to do this, at least
consider a lease as discussed above. 

much of a concern as the affordability of
making such a gift. Be aware that after 2025
the lifetime exemption will be reduced to 

continued on p. 04



Happy New Year to our friends and clients. 

2022 will go down as one of the worst for
investors. As we approach the third year of
living with and adapting to Covid-19, we are
reminded of Vladimir Lenin’s statement that
"There are decades where nothing happens;
and there are weeks where decades happen."
The pace of change has been and remains
high. 

We will also remember 2022 for its return to
the most normal state of life since the Covid-19
pandemic began three years ago. Our team
returned to the office full time. Each of us
enjoyed gatherings with friends in increasing
frequency as masks came off and it became
apparent that past exposures to the virus and
vaccination were reducing transmission and
the impact of infection. For that, we are
thankful.

The unpredictability of this year—in fact, the
past three years—has reinforced our
longstanding belief that wealth management
should be based on strategy that
acknowledges that the future is unknowable.
While forecasts are useful and entertaining, the
prudent person understands they must
manage the consequences of any possible
outcome. A good financial strategy should play
both offense and defense, attempting to
capture the opportunities that present
themselves while preserving the ability to meet
goals and cash flow needs both today and in
the future. 

In this newsletter, we will discuss the major
trends affecting markets in 2022 in brief. We
will talk about the market outcomes, and
review some of the things that did work in
2022. We’ll discuss some of the things that may
affect 2023.

2022 In Brief

2022 started with Covid-19 fears seemed to be
receding somewhat as people gathered and
masks were left home. Markets had rallied in
2021 with the S&P 500 up 28.7% as the
economy resumed ‘business as usual’ and
money from Covid stimulus helped to push up
asset prices. Inflation was an issue, but the Fed
described it as “transitory” and held the Federal
Funds Rate at 0.25% at the end of 2021.
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$5.49 million, adjusted for inflation. Many
states have gift and estate taxes, and these
need to be considered, as well. Involve your
attorney as appropriate.

Don’t help your child buy more home than
they can afford. Make sure however you
structure your support, your child will be able
to afford the ongoing costs of owning the
home without assistance or else you may
create a dependency relationship. This
includes mortgage and taxes. Many first-time
home buyers underestimate the cost of
repairs and maintenance. 

While you may be confident that your child
will repay any obligations to you, ensure that
your financial plan would not be jeopardized if
they failed to repay you. At its simplest this
could mean giving or loaning from surplus
assets, but in some cases it could involve other
risk management strategies such as life
insurance.

Remember that while family is family,
business is business. Sadly, we have seen too
many good relationships fall apart over
money. Often this was avoidable with good
communication and clear expectations up
front. Make sure everyone is comfortable with
the loan terms and document them.
Mortgages typically have a lien on the
property. While many families choose a less
formal route, having everything in writing
avoids misunderstandings later.

While this is typically not the largest
consideration, you should be aware that if you
are the only lender or you purchase the house
outright, your child will not be building credit
record for other financial institutions. This
could have implications on their ability to
borrow later.

Assisting your child with their first home can
have a significant positive impact on their life.
Let us know how we can help you with this
process.

 

Buy a Home
continued from p. 03

MARKET UPDATE Q4 2022
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Interest rates could be thought of as the
price of money. One of our favorite sayings
is that “When money is free, people do
dumb things with money.” If borrowing has
no cost, business ideas may look better than
they really are. Add a significant expense
associated with paying for money borrowed
and they may no longer work. As a result,
rate changes tend to cause investors to
reprice many assets.

Another major price in the world is the
value of the dollar versus other currencies.
In 2022, the dollar as measured by the U.S.
Dollar Index (DXY) jumped 8.2%. This
provided a headwind for investments
denominated in other currencies such as
foreign stocks. It may have helped to
alleviate some inflation on goods purchased
with dollars to be imported to the US from
other countries.

2022 4th Quarter Market Update
continued from p. 04

 

For many investors, the biggest frustration may
have been that both stocks and bonds fell in
value together. Bonds and stocks often, but not
always, move opposite one another. When this
relationship works, it can provide a nice
element of diversification to an overall
portfolio and help to reduce volatility. In 2022,
this did not work. A balanced portfolio of 60%
U.S. stocks and 40% U.S. bonds returned -16%,
the worst return since 2008, and the third worst
return since 1950. 

In one important regard, 2022 was completely
normal. The possibility of down markets like
2022 is always present and dealing with this
volatility is the price investors pay to attain the
long-term returns offered by stocks and other
long-term investments. 

The most direct impact of interest rates
changes is on the price of bonds. Rising
interest rates cause existing bond prices to
fall because newly issued bonds pay more
income than the old bond with the lower
rate. Since the 1980s the general trend of
rates has been downward, so bond prices
had a tailwind behind them. them. For 2022,
the U.S. bond market (Bloomberg U.S.
Aggregate Index) declined -13.0%,  its worst
year since 1977.

US Stocks had a difficult year, as well. At
-18.1%, the S&P 500 experienced its worst
year since 2008. The tech-heavy NASDAQ
index fell about 33% as once. 

Thoughts on What Worked

Our portfolios are customized to the
individual client for their goals, tax situations,
and other factors. This makes it impossible to
comment specifically on performance in a
newsletter. However, several themes played
out across our portfolios this past year fairly
consistently. While individual results will
vary, we feel it worth commenting on them in
general.

2022 was a year that battletested financial
plans and the portfolios that supported them.
Our process anticipates that markets are
always volatile, and client goals need to be
met whether markets experience good or bad
returns. We emphasize liquidity management
to address expected portfolio distributions
like retirement distributions.

continued on p. 06 
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2022 Q4 Market Update
continued from p. 05

We believe this approach pays off most when
markets stumble such as they did in 2022. We
will continue to review financial plans with
you, our valued clients, on a regular basis to
ensure this continues.

Within bonds, we have been concerned for
several years that ultra-low interest rates were
not adequately compensating for the risk that
rising interest rates could adversely affect
investors. Long term bond prices are affected
much more than short term bonds by
changes in interest rates. While the overall
bond market lost 13%, long term bonds lost a
hair raising -27% in 2022. In our portfolios, we
have maintained a tilt toward shorter
duration bonds, which helped to mitigate the
impact of interest rate changes. 

Within stocks, we have for some time been
concerned with the concentration of a small
number of big technology companies
dominating the overall market indexes. Big
tech had a difficult year; for example, Meta
and Tesla each lost approximately 64% in
2022. We have generally leaned portfolios
away from this big tech market
concentration, adding a tilt away from growth
and toward value companies to help diversify
risk among different types of companies.

In portfolios holding direct participation real
estate, that asset class provided positive
returns in a year where little else did.
Commercial real estate was up 8.7% for the
year 2022 as measured by the National
Council of Real Estate Investment Fiduciaries
[Source: Envestnet Tamarac].. Even in years
where both stocks and bonds fall,
diversification may provide benefits.

Finally, we often remark that many of our
best decisions have been the opportunities we
chose not to invest in. 

 

One of our fundamental biases is that we do
not like to invest in something that does not
have an inherent reason for making money. 

In that vein we are grateful that we have no
investments in cryptocurrencies in our client
portfolios. Cryptocurrencies stumbled badly
in 2022, revealing them for the speculative
investments they are. Bitcoin, to pick one, fell
about 65% as measured by the NYSE Bitcoin
Index. Moreover, users of unregulated crypto
exchanges like FTX may have lost their entire
holdings due to fraud.

The midterm election results delivered a
divided government. This makes it likely there
will be no major policy changes until after the
2024 election. Historically markets have liked
gridlock in Washington because it slows the
rate of changes to policy, making business
and tax decisions more predictable. 

In the waning hours of 2022, the departing
Congress passed the Secure 2.0 Act. This
made changes to contribution limits for
retirement plans, increased ages for Required
Minimum Distributions (RMDs) for some
individuals not already taking them, among
other changes. We will cover the planning
opportunities presented by these changes in
future updates.

Inflation caused many things to become
more expensive last year, but it also caused
significant changes to things tied to it.  Social
security benefits received the largest increase
in 4 decades at 8.7% COLA in 2023. The
standard deduction for filing taxes increased
to $27,700 (Married Filing Jointly), $20,800
(Head of Household), $13,850 (Single/Married
Filing Separately). The estate tax exemption
increased to $12.92 million per taxpayer in
2023 and the annual gift exclusion increased
to $17,000** per taxpayer. 

Other Financial Notes
1

1

3
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2022 Q4 Market Update
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It is human nature to take what just happened and
project it into the future. There are concerns of a
recession if the Fed raises interest rates too far.
There is speculation about inflation and whether
it will be more persistent than many hope. There
is always the risk of an unforeseen event such as
Russia’s invasion of Ukraine a year ago. Having a
financial strategy means accept that these things
could happen, and that we need to be able to get
through them without upsetting portfolios. To
realize the markets long-term returns,
compounding at 10% per year for stocks. (S&P500
20 years ending 12/31/2022 9.7% annualized
return; 1928-2022 9.6% annualized), investors
must be willing to tolerate these inevitable market
swings. 

The decline in stock prices has made them
significantly cheaper than they were at the
beginning of 2022. A 10-year Treasury bond now
pays 3.8% as opposed to its 1.5% rate one year ago
(as of 12.30.2022). Both asset classes now represent
a better value than they did at the beginning of
2022, which historically has meant better future
returns. 

Markets are forward-looking with investors trying
to bet on the future. Stock markets typically lead
the economy, declining before a recession
officially begins and then rallying before the news
turns good again. While they could decline
further, our sense is that markets have already
absorbed a lot of bad news and economic changes. 
With that said, we continue to monitor the market
environment and remain flexible but disciplined
in our approach to achieving clients’ long-term
goals. 

We encourage you to call us if you have questions.

As always, we wish you and your loved ones a
happy, healthy, and prosperous New Year.

 

Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be
no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies
recommended or undertaken by Kreitler Financial, LLC (“Kreitler Financial”), or any non-investment related content, made reference to directly or indirectly in
this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove
successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or
positions. Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for,
personalized investment advice from Kreitler Financial.To the extent that a reader has any questions regarding the applicability of any specific issue discussed
above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. Kreitler Financial is neither a law firm, nor
a certified public accounting firm, and no portion of the newsletter content should be construed as legal or accounting advice. A copy of Kreitler Financial’s
current written disclosure Brochure discussing our advisory services and fees is available upon request. Please Note: If you are a Kreitler Financial client, please
remember to contact Kreitler Financial, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of
reviewing/evaluating/revising our previous recommendations and/or services. Kreitler Financial shall continue to rely on the accuracy of information that you
have provided. 

 

In our July 2022 newsletter, we wrote
with a bit of awe and wonder that a
company expected to achieve net
energy positive nuclear fusion by 2024.
Scientists at Lawrence Livermore
National Laboratory’s did it much faster
than anticipated—in December 2022.
(cnbc.com) The world is full of
innovation.

A small study on a drug to treat rectal
cancer resulted in all 18 of the patients
studied going into complete remission,
astonishing even the researchers
performing the work. (nytimes.com) 

Scientists have isolated an enzyme in
wax worms’ (a beekeeping pest—ask
Bob about them) saliva that breaks
down polyethylene, providing hope
that further research may find ways to
biodegrade plastic waste like single-use
bags.  (nature.com)

Positive events in 2022

Looking forward

In a year full of surprises, it is somewhat
foolish to offer any predictions on what
might unfold going forward. Instead, we will
take this opportunity to reinforce the
importance of strategy. As global events
continue to unfold around us, we need to
remember that market volatility is and
always will be present. In this regard, 2022
was completely normal.

YCharts, 2. JPM Guide to Markets 1Q 2023, 3. Broadridge Investor Communication Solutions, Inc, 1.
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https://www.forbes.com/sites/jamesconca/2021/11/09/helion-energy-raises-500-million-on-the-fusion-power-of-stars/?sh=7fc0d4b36ce8
https://www.cnbc.com/2022/12/13/nuclear-fusion-passes-major-milestone-net-energy.html
https://www.nytimes.com/2022/06/05/health/rectal-cancer-checkpoint-inhibitor.html
https://www.nature.com/articles/s41467-022-33127-w

