
The year 2021 was one of extreme change. January saw the inauguration of President Joe Biden, 
but not before protesters sieged the United States Capitol. Despite the initial tumult, the year 
began with hope that increased availability of coronavirus vaccinations would lead to the end of 
the pandemic. Unfortunately, throughout the year, the emergence of virus mutations, coupled 
with the uneven distribution of vaccines, saw millions more people become ill or perish after 
contracting the virus.

Nevertheless, several of the worlds’ largest economies enjoyed notable recoveries. In the United 
States, two additional rounds of stimulus payments in the first quarter helped line consumers’ 
pocketbooks, which led to rapidly increasing demand for goods and services. Historically low 
lending rates and a rise in remote work increased the opportunity for consumers to spend.

However, the rapid economic turnaround brought with it a historic surge in consumer and 
producer prices, labor shortages, and global supply-chain bottlenecks. Low interest rates and 
stimulus measures adopted by the Federal Reserve gave people more access to money and 
buying power. Personal income increased as did personal consumption expenditures. Corporate 
earnings were strong, despite labor and supply shortages and lingering economic uncertainty 
caused by the pandemic.

U.S. inflation reached a nearly 40-year high late in the year, as growing consumer demand was 
stunted by pandemic-related supply constraints. Historically low mortgage rates helped propel 
the housing market, as both the number of residential sales and property values escalated. 
Energy prices, particularly gas prices, rose by nearly 50%, as crude oil reached more than $80 
per barrel for the first time since 2014.

An influx of day-trading investors collided with hedge-fund investors and Wall Street 
professionals. So-called “meme traders” manipulated stock prices from their sofas through 
collaborative investing on social media platforms.

U.S. economic recovery was highlighted by job growth and dwindling unemployment claims. 
Employment gains averaged over 550,000 per month in 2021, while weekly jobless claims fell to a 
52-year low in December.

Despite increasing numbers of COVID-related cases, the stock market generally prospered, with 
each of the benchmark indexes posting year-over-year gains. Each of the market sectors also 
ended 2021 in the black.

Overall, we experienced plenty of change in 2021. The year 2022 is likely to be very interesting as 
well.
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Market/Index 2021 Close As of Sept 30 Monthly 
Change

Quarterly 
Change

YTD 
Change

DJIA 36,338.30 33,843.92 5.38% 7.37% 18.73%

Nasdaq 15,644.97 14,448.58 0.69% 8.28% 21.39%

S&P 500 4,766.18 4,307.54 4.36% 10.65% 26.89%

Russell 2000 2,245.31 2,204.37 2.11% 10.65% 13.69%

Global Dow 4,137.63 3,958.34 5.74% 4.53% 18.64%

Fed. Funds 0.00%-0.25% 0.00%-0.25% 0 bps 0 bps 0 bps

10-year Treasury 1.51% 1.52% 7 bps -1 bps 60 bps

Q4 2021
MARKET UPDATE



WHAT IS A QUALIFIED CHARITY?
When you donate to charity, the tax code allows you to 
deduct your contribution on your tax return only if the 
charity is qualified. To be considered a qualified charity 
for federal income tax purposes, a charity must meet the 
following requirements:
• There are eight categories of activity that make an entity 

eligible to receive charitable donations: charitable, 
educational, religious, scientific, literary, testing for public 
safety, fostering national or international amateur sports 
programs, and preventing cruelty to children or animals

• No part of the organization’s earnings can benefit any 
private shareholder or similar individual

• The organization cannot attempt to substantially 
influence legislation or participate in, publish, distribute 
statements for, or intervene in any political campaign on 
behalf of any candidate seeking public office

Caution: Note that the statutory definition of qualified 
charity for federal income tax purposes is not the same as the 
definition of qualified charity for federal estate and gift tax 
purposes. One distinction is that, for income tax purposes, 
the charity must be a domestic organization, and for estate 
tax purposes, the charity can be either a domestic or foreign 
organization. Make sure your charity is considered a qualified 
charity under the income, gift, and estate tax sections of the 
Internal Revenue Code. If in doubt, consult a tax specialist.

Tip: Every year, the IRS publishes a list of all qualified charities 
in IRS Publication No. 78, commonly known as the Blue Book. 
It is possible for a charity not to be listed in the Blue Book 
because it is new or the IRS inadvertently omitted it. If so, you 
can request a determination letter from the IRS to see if the 
charity qualifies before making a donation. The charity may 
also be able to provide you with proof of its qualified status.

WHAT ARE SOME EXAMPLES OF QUALIFIED 
CHARITIES?
Some examples of qualified charities include the United 
Way, YWCA, American Red Cross, the Boy Scouts, 
churches, nonprofit schools, and government units.

WHAT IS THE DIFFERENCE BETWEEN 
A PUBLIC CHARITY AND A PRIVATE 
FOUNDATION?
A qualified charity can be either a public charity or 
a private foundation. Generally, a public charity is a 
publicly supported domestic organization; a private 
foundation does not have the same base of broad public 
support and instead, may be supported by a single 
source such as a family or a company. An example of a 
private foundation is the Rockefeller Foundation.

The IRS Blue Book notes whether a charity is a public 
charity or a private foundation. All public charities 
and most private foundations are sometimes referred 
to as 50 percent charities because a donation to one 
of these organizations allows you to take a charitable 
deduction for such donation equal to 50 percent of 
your contribution base (your contribution base is 
generally equal to your adjusted gross income (AGI); a 
lower percentage limitation applies to contributions of 
capital gain property). (For 2018 to 2025, the 50 percent 
limit is increased to 60 percent for certain cash gifts.) 
However, some private foundations do not fall into this 
category, and any donation to such a foundation allows a 
charitable deduction for such donation equal to only 30 
percent of your contribution base (a lower percentage 
limitation applies to contributions of capital gain 
property). Check with a tax specialist if you are unsure 
what deduction percentage your donations qualify for.

Note: The normal charitable gifts deduction rules are 
enhanced in 2020 and 2021. For those who itemize 
deductions, the limit on the charitable gifts deduction has 
been increased to 100% of AGI for direct cash gifts to public 
charities. For nonitemizers, a $300 (increased to $600 
in 2021 for joint returns) charitable deduction for direct 
cash gifts to public charities is available (in addition to the 
standard deduction).

QUALIFIED CHARITY



The health-care reform legislation enacted in 2010 
contains some provisions that directly affect our nation’s 
older population. If you’re a senior, you may be concerned 
about how these reforms may affect your access to health 
care and the benefits you are currently receiving.

MEDICARE SPENDING CUTS
Not surprisingly, you’re probably concerned about 
potential cuts in Medicare benefits. At the outset, the 
legislation does not affect Medicare’s guaranteed benefits. 
However, a goal of the health-care legislation is to slow 
the increasing cost of Medicare premiums you pay, and 
to ensure that Medicare will not run out of funds. To help 
achieve these goals, some cuts in Medicare spending 

will occur over a ten-year period, beginning in 2011, 
particularly targeting Medicare Advantage programs--
Medicare programs provided through private insurers 
but subsidized by the federal government. These cuts 
could reduce or eliminate some of the extra benefits 
your Medicare Advantage plan may offer, such as dental 
or vision care, and your insurer may choose to increase 
your premiums to offset the decrease in government 
reimbursements. But Medicare Advantage plans cannot 
reduce your primary Medicare benefits, nor can they 
impose deductibles and co-payments that are greater 
than what is allowed under the traditional Medicare 
program for comparable benefits. And, you may have 
access to more doctors because some of the federal funds 
previously earmarked for Medicare will be reallocated to 
doctors and surgeons as an incentive to treat Medicare 
patients.

MEDICARE PART D DRUG PROGRAM CHANGES
If you’re a Medicare Part D beneficiary, you may be 
surprised to find that you have to pay for the entire cost 
of prescription drugs out-of-pocket after reaching a gap 
in your annual coverage, referred to as the “donut hole.” 
Medicare generally pays for your medications up to a 
certain annual dollar limit, after which you have to pay 
more of the cost for your prescriptions. But the amount 

you have to pay within the coverage gap decreases each 
year until 2020, at which time a combination of federal 
subsidies and a decrease in co-payments reduces your 
out-of-pocket costs for medications in the gap to 25%. 
However, if your annual income is greater than $85,000 
($170,000 for couples), you will see your Part D premiums 
increase as the federal subsidy offsetting some of the cost 
of Medicare Part D premiums is reduced.

BENEFITS ADDED TO MEDICARE
The legislation also improves some traditional Medicare 
benefits. For example, as a Medicare beneficiary, you will 
receive free wellness and preventive care.

INCREASED ACCESS TO HOME-BASED CARE
If you’re like most people who are facing a long-term 
disability or illness, you’d probably rather receive care 
at home instead of at a hospital or nursing home. The 
new health-care reform law provides for programs and 
incentives for greater access to in-home care.

The Community First Choice Option, available for states 
to add to their Medicaid programs, provides benefits to 
Medicaid-eligible individuals for community-based care 
instead of placement in a nursing home. In addition, the 
State Balancing Incentive Program provides increased 
federal funds to qualifying states that offer Medicaid 
benefits to disabled individuals seeking long-term 
care services at home, or in the community, instead 
of in a nursing home. In an attempt to reduce costs 
associated with multiple emergency room visits and 
hospital readmissions for the same chronic illness, the 
Independence at Home demonstration program provides 
Medicare beneficiaries with chronic conditions the 
opportunity to receive primary care services at home.

HEALTH-CARE REFORM: CONSIDERATIONS FOR SENIORS



1. High Home Appreciations – The 
average home in the U.S. appreciated 
+23.4% in the 17 months from 3-31-
20 (as the pandemic was beginning) 
to 8-31-21. (Source: Federal Housing 
Finance Agency)

2. Paying Taxes – The top 3% of U.S. 
taxpayers in 2019 paid 52.10% of 
all federal income tax, while the 
remaining 97% paid 47.90%. The top 
3% is defined as $291,384 of income 
or more. (Source: IRS)

3. Retirement Trend – 3.2 million 
Americans retired in 2020, a +56% 
increase over the average 2.05 million 
who retired over the previous eight 
years from 2012-2019. (Source: Pew 
Research Center)
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HELP US GROW

Do you know someone who could benefit from our services?

Our goal is to offer service to several other clients just like 
you! We would be honored if you would:

• Bring a guest to an event we are hosting
• Refer a friend to come to our office for a complimentary 

financial check up
• Provide us with 3 names of prospects to add to 

our mailing list

This information is not intended to be a substitute for specific individualized tax, legal or 
investment planning advice. We suggest that you discuss your specific tax issues with a qualified 
tax advisor. 

Securities offered through Royal Alliance Associates, Inc. (RAA), member FINRA/
SIPC. Investment advisory services offered through Focus Financial.  RAA is sep-
arately owned and other entities and/or marketing names, products or services 
referenced here are independent of RAA.


