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Following the enactment of new federal legislation, we wanted to share a brief report 
outlining the various tax provisions, as well as the implications for debt, deficits, and the 
markets. The report is included in the newsletter as an insert. 

Please note, this report is for informational purposes only and should not be construed as 
tax or legal advice. For guidance specific to your situation, please consult your tax or legal 
advisors.  

 
 
 
y size 3. 2024 was the second narrowest market in the last 3 decades, with only 28% of the 
names in the S&P 500, doing better than the index as a whole, only outdone by 2023 as 
\ultimately led to one of the largest market corrections in history. In the years after, the S 
The topic of taxes and government spending have been in the headlines for most of the year 
with the initiative of DOGE-Department of Government Efficiency and the recent passage of 
the OBBBA-One Big Beautiful Bill Act. This has once again sparked debate whether wealthy 
Americans are paying their “fair share”. We thought it would be a good time to share the raw 
data with you to allow you to form your own opinion. Our intention is to look at this through 
an economic lens, not a political one.  
 
The US government continues to spend significantly more than it collects in tax revenues. 
The Congressional Budget Office is projecting FY 2025 spending at $7.028 Trillion and 
revenues at $5.163 Trillion, leading to a deficit of $1.865 Trillion1, as shown by the chart on 
the following page. This is roughly 6.2% of GDP (Gross Domestic Product). The shortfall 
adds to the national debt which currently sits at over $37 Trillion.2 

               
              
             

 

Implications of the One Big Beautiful Bill for Investors 

Understanding America’s Federal Finances 

By: Aron Huddleston, CFA® 
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Source: JP Morgan: Guide to the Markets. 07/10/2025 

 

 

 

 

 

 

 

 
 
 
  

Where does the money go? The largest expenses are 
Social Security, Medicare, Interest payments on the 
national debt, and defense3.  
 
 
Who pays? The latest IRS data from tax year 2022 
shows that the top 1% of earners with income over 
$663,164 pay 40.4% of all federal income taxes 
collected.  

The top 25% of taxpayers with income over $99,857 
pays 87.2% of all federal income taxes.  

Overall, the top 50% of all taxpayers with incomes 
greater than $50,339 paid 97% of all federal individual 
income taxes, while the bottom 50% with incomes 
below $50,339 paid the remaining 3%.4 

 

 

 

 

 

 

 

 

 

 

We have no doubt that the 
political debate will continue to 
rage on as to what is “fair”. Our 
hope is that the raw data and 
visuals provide you a clearer 
picture of the federal finance 
issues facing the nation. We know 
it can be difficult to get facts and 
to cut through the noise of the 
media.  

We will continue to monitor the 
nation’s fiscal trends and tax 
policy closely. Proactive planning 
remains essential to help 
preserve and grow your wealth for 
the years ahead.  
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One Dollar, Two Roads:  
Invest it or Pay Down Debt?  
 
By: Bob Forrest, CFP®, CAP® 
 
 
“Financial planning is the ongoing allocation of limited 
financial resources to a changing and unlimited number 
of alternatives.” – Ron Blue  
 
Financial planning, and more specifically, cash flow 
planning, is a troublesome task when considered at that 
macro of a level. Fortunately, when it comes to making 
decisions about how to allocate our dollars, we can 
break down this unlimited number of choices to 4.5 
simple categories: Live – Give – Owe – Grow.  
 
Since the most contentious of these allocation decisions 
is whether to pay off debt or increase your investments, 
naturally that’s what we’re going to address. Below I 
have six considerations to help tackle this issue. So, 
channel your inner Dave Ramsey or Suze Orman and 
let’s go. 
 
What does your balance sheet look like?  
 
Do you even have debt? How much? Is your net worth  
positive or negative? A debt-to-asset ratio (also called 
simply a “debt ratio”) is a good indicator of your ability to 
meet liquidity needs in the midst of adverse situations. 
Simply take 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷

𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴
 to find your ratio.  

 
There’s no gold standard here, but a general rule of 
thumb is to have a Debt Ratio of less than a 0.4.5 That 
means that your total debt is no more than 40% of your 
assets. A high debt ratio might mean we need to free up 
capacity to handle a rainy day. 
 
Do you even save, bro?  
 
Fellow CFP® Douglas Boneparth6, says that if you’re 
just beginning to save and invest, 10% of gross income 
is a good place to start. The view here is that your 
savings would increase to 15% or even >20% in higher 
earning years. Is your debt increasing or decreasing? If 
you’re already investing a reasonable amount, debt 
reduction may be your next best action. 
 
What kind of debt do you have?  
 
Despite what everyone’s favorite anonymous finance 
guru says on social media, there is such a good thing as  
 
 
 

 
debt tied to an asset (secured debt) is generally 
preferrable to debt not tied to an asset such as a credit 
card (unsecured debt)7. Additionally, debt with a fixed 
rate is generally preferrable to debt with a variable rate. 
A fixed rate debt is less sensitive to rising interest rates 
and therefore likely possess less of a threat to your 
future cash flow. 
 
The interest rate! 

What if you have a 30-yr fixed rate mortgage tied to a 
home that’s appreciating in value … but the interest rate 
is 14%**? Now the question is about efficiency. Think of 
interest rate on debt as a negative rate. If you have a 
$100k investment growing at 10% but also a $100k debt 
with a 14% interest rate, your net rate is -4%. Rarely do 
we have such a clear real-world situation, but it speaks 
to the principle that says if you can reasonably obtain a 
greater rate of return in an investment than the cost of a 
debt, the most prudent decision might be to invest the 
money.8  
 
In the not-too-distant past, high yield savings accounts 
were paying 5%, so it wasn’t uncommon to allocate extra 
cash to savings instead of paying off low interest debt. 
But even the interest rate question is not black and white. 
Rarely are returns guaranteed, so this question is also a 
matter of personal optimism and confidence.

“good” debt and “bad” debt – or at least bad debt and 
less bad debt. While all debt should be taken seriously, 
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How close are you to retirement?  

This is a major factor that should color everything else being 
considered. The calculus for investing or paying off debt 
varies widely depending on if you’re 22 or 42 or 62 and each 
individual’s specific situation will be different. 
 
The feels…  

Some people may dislike having debt and want to pay it off 
right away, and that’s fine. Psychology is a big factor. If having 
debt makes you fearful or being debt free would make you 
sleep better at night, that’s not to be ignored. 
 
These considerations are not simple and they’re not one-size-
fits-all. That’s why we use the tools we do. With a little bit of 
time and transparency, we can help you pull together the data 
necessary to help you make an informed decision for you. As 
the kids say: We listen and don’t judge. 

 
Three Simple Rules for Healthy Money Conversations with Kids 
 

By: Nick Nalbach, CFP®, CIMA®, CPWA®

Talking about money tends to be uncomfortable for 
most of us, especially when that conversation is taking 
place with our children. So why talk about it? We want 
to ensure we’re instilling the right values and motives 
in our kids for everything they do. So that’s what the 
money discussion ought to be based around – not 
what a Roth IRA is or how stock options work – but 
rather around the benefits and pitfalls money can 
create in our lives. The 3 rules below aren’t an agenda 
for a conversation. They’re simply things to keep in 
mind throughout a conversation that we and our kids 
craft together. 

Rule #1 – Talk with kids, not at them. 

Tone is everything here. Remember being a kid and 
envisioning life as a millionaire? It can be awe-inspiring, spark curiosity, and create motivation. Getting an unexpected 
lecture from our parents on something wasn’t exactly the ideal way to gauge our interest and hold our attention span. 
So, a light-hearted and collaborative conversation with our kids will likely be better received.  

Rule #2 – Be the support role, not the challenger role.  

Our kids probably know more about money than we expect them to. Everyday technology is advancing, and information 
is thrown at us from every direction. This holds true for our kids and money. Don’t think otherwise. Keep in mind, some 
of what our kids think they know about money may be wrong.  

As our conversations unfold, try not to jump right in and correct misinformation. We should listen more than we speak, 
understand why our kids believe certain things about money, and ultimately be proud that they’re developing opinions 
around money. When it comes time to address misinformation, empathetically consider their worldview and frame 
responses in a way that respects their why within their existing framework. 
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Rule #3 – Focus on the values more than the facts.   

If you haven’t had money discussions with your kids yet, it’s far more important to understand what’s motivating their 
feelings around money than it is to understand what they’re actually doing with money. Odds are there are multiple 
motivations for a given expense.  

Say your high schooler bought a pair of sneakers for $100. Was it to look cool in front of friends? Impress a crush? Improve 
athletic performance? Are they investing in collectible sneakers with the hope to re-sell them later? Did they simply just 
need a new pair of shoes? This sneakers example is likely minimal in the grand scheme of things, but it opens a door to 
bigger-picture discussions. Why does your kid spend money on the things they do? If your kid is a saver, why are they 
saving? What’s important to them and how can money help (or harm) their dreams?  

No matter the history of money discussions with our kids or the level of sophistication within those conversations, these 3 
rules should help to build curiosity, motivation, and most importantly values that align with our own.  

If you feel you need a guide in having a conversation around money with your kids of any age, know our team at Realize 
Wealth Management Group is here to help. We have intentionally built a multi-generational team to help our families 
ensure their values are carried on for generations. 
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** This case study is hypothetical and presented for illustrative purposes only. The facts involved do not represent the actual experience of any specific client. Each client's situation is 
different, and a client's experience and any recommendations made to a client will vary depending on the specific facts and circumstances involved. Past performance is no guarantee 
of future results. These strategies do not guarantee a profit or protect against loss and may not be appropriate for all investors. 
 
CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute. 
 
Certified Financial Planner Board of Standards Inc. (CFP Board) owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™, CFP® (with plaque design), and CFP® (with 
flame design) in the U.S., which it authorizes use of by individuals who successfully complete CFP Board's initial and ongoing certification requirements. 
 
The individuals mentioned as the Portfolio Management Team are Financial Advisors with Morgan Stanley participating in the Morgan Stanley Portfolio Management program. The 
Portfolio Management program is an investment advisory program in which the client’s Financial Advisor invests the client’s assets on a discretionary basis in a range of securities. The 
Portfolio Management program is described in the applicable Morgan Stanley ADV Part 2, available at www.morgan stanley.com/ADV or from your Financial Advisor.  
 
This material does not provide individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive 
it. The strategies and/or investments discussed in this material may not be appropriate for all investors. Morgan Stanley Wealth Management recommends that investors independently 
evaluate particular investments and strategies and encourages investors to seek the advice of a Financial Advisor. The appropriateness of a particular investment or strategy will depend 
on an investor’s individual circumstances and objectives. The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth 
Management or its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any opinion expressed constitutes a solicitation for the purchase or 
sale of any security. Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or completeness. 
 
Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not provide tax or legal advice. Clients should 
consult their tax advisor for matters involving taxation and tax planning and their attorney for matters involving trust and estate planning and other legal matters.  
 
Past performance of any security is not a guarantee of future performance. There is no guarantee that this investment strategy will work under all market conditions.  
 
Asset allocation, diversification and rebalancing do not assure a profit or protect against loss. There may be a potential tax implication with a rebalancing strategy. Please consult your 
tax advisor before implementing such a strategy. 
 
The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are subject to change 
without notice. Neither the information provided, nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. 
 
Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or completeness. 
 
Please note that the URL(s) or hyperlink(s) in this material is not to a Morgan Stanley Smith Barney LLC website. It was created, operated and maintained by a different entity. Morgan 
Stanley Smith Barney LLC is not implying an affiliation, sponsorship, endorsement with/of the third party or that any monitoring is being done by Morgan Stanley of any information 
contained within the linked site; nor do we guarantee its accuracy or completeness. Morgan Stanley is not responsible for the information contained on the third-party web site or the use 
of or inability to use such site.  
 
When Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors and Private Wealth Advisors (collectively, “Morgan Stanley”) provide “investment advice” 
regarding a retirement or welfare benefit plan account, an individual retirement account or a Coverdell education savings account (“Retirement Account”), Morgan Stanley is a “fiduciary” 
as those terms are defined under the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and/or the Internal Revenue Code of 1986 (the “Code”), as applicable. 
When Morgan Stanley provides investment education, takes orders on an unsolicited basis or otherwise does not provide “investment advice”, Morgan Stanley will not be considered a 
“fiduciary” under ERISA and/or the Code. For more information regarding Morgan Stanley’s role with respect to a Retirement Account, please visit 
www.morganstanley.com/disclosures/dol. Tax laws are complex and subject to change. Morgan Stanley does not provide tax or legal advice. Individuals are encouraged to consult their 
tax and legal advisors (a) before establishing a Retirement Account, and (b) regarding any potential tax, ERISA and related consequences of any investments or other transactions made 
with respect to a Retirement Account. 
 
Morgan Stanley Wealth Management Financial Advisors can conduct their business in several ways: individually, as a member of a team of Financial Advisors, or through the formation 
of a Strategic Partnership with another Financial Advisor or team of Financial Advisors. A Strategic Partnership is an arrangement between a Financial Advisor or a team of Financial 
Advisors with another Financial Advisor or team of Financial Advisors that has a unique focus or knowledge regarding a specific business concentration, product area and/or client type. 
If your account is with an individual Financial Advisor, that Financial Advisor services all facets of your account. If your account is with a Financial Advisor who is a member of a team, 
any Financial Advisor on the team can service your account. If your Financial Advisor is part of a Strategic Partnership, his or her role in that Strategic Partnership may be limited to a 
specific business and/or product area and may not cover all facets of your account. The use of the terms “Partner” or “Strategic Partner” and/or “Partnership” or “Strategic Partnership” 
are used as terms of art and not used to imply or connote any legal relationship. 
 
Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance agency affiliates.  
 
Morgan Stanley Wealth Management is a business of Morgan Stanley Smith Barney LLC. 
 
Indices are unmanaged. An investor cannot invest directly in an index. For index, indicator and survey definitions referenced in this report please visit the following: 
https://www.morganstanley.com/wealth-investmentsolutions/wmir-definitions  
 
Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each of which may create a different type of relationship with different obligations 
to you.  Please visit us at http://www.morganstanleyindividual.com or consult with your Financial Advisor to understand these differences.  
 
Morgan Stanley Smith Barney LLC is a registered Broker/Dealer, Member SIPC, and not a bank. Where appropriate, Morgan Stanley Smith Barney LLC has entered into arrangements 
with banks and other third parties to assist in offering certain banking related products and services. 
 
Investment, insurance and annuity products offered through Morgan Stanley Smith Barney LLC are: NOT FDIC INSURED | MAY LOSE VALUE | NOT BANK GUARANTEED | NOT A 
BANK DEPOSIT | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY 
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