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INVESTMENT PERSPECTIVES

past four decades shows that domestic and 
international stocks moved in a cycle of alternating 
outperformance. While past performance is no 
guarantee of future performance, this suggests 
that the cycle could very well be expected to swing 
back toward international stocks at some point. For 
example, international stocks had greater returns 
by a wide margin for many years beginning in 2002 
(see chart on page 3).

Timing these rotations is difficult. This is why it 
may be important to have both U.S. and non-
U.S. exposure in an equity portfolio. Investors 
underexposed to foreign stocks could miss 
significant gains when markets overseas rally. Or 
investors could suffer losses when U.S. stocks 
decline more than international stocks, such as the 
difficult market conditions in December 2018. In fact, 
in any given year, the best performing stock market 
is usually outside of the U.S. In 2018, some of the 
best returns were in places you might least expect: 
Russia, Saudi Arabia, Qatar, and Brazil.

According to data from FactSet, 
nearly half of the sales for S&P 
500 companies comes from 
other countries. Even though 
this seems to indicate that 
owning U.S. stocks provides 
plenty of international exposure, 
it is just not the case. You 
cannot enjoy the full benefit of 
true global exposure by simply 

M A R K E T  R E C A P
The S&P posted its strongest quarterly return since Q3 2009. 
International stocks were also strong in the first quarter.
 1st Quarter              YTD       Past 12 Months

Dow Jones   11.8%               11.8%           10.0%
S&P 500   13.6%               13.6%             9.5%
EAFE (International)       10.0%               10.0%           -3.7%

Beyond Our Borders:
Why You Should Be Investing in International Markets
The United States is home to some of the greatest 
companies in the world, but it is important to 
remember that there are many great companies 
outside of the U.S. In fact, nearly three-fourths of 
the world’s companies are headquartered in foreign 
countries, and international stock markets represent 
approximately 46% of the total value of the world’s 
stock markets with the U.S. market comprising 
the other 54%. Of the 46% global stock market 
value in international markets, 34% is composed 
of developed countries while 12% is from stocks 
in developing economies. Though the value of 
American stocks is greater than the stocks of all 
other countries combined, investors with exposure 
to only U.S. stocks may miss out on benefits that 
investing in foreign markets may provide.

Potential Benefits
Stocks in the U.S. have had a good run in recent 
years, thanks to strong earnings growth and 
rising valuations. U.S. equities have outperformed 
international markets as a whole since the financial 
crisis of 2008-09. However, that has not always 
been the case. Historical performance over the 
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A message from the Desk of Tom Wilkins
V I E W P O I N T eventually die, we are a fully staffed entity and are 

always available and reliable. 

Many believe they will save money by using an 
individual trustee and a broker with low charges, but 
this combination often results in higher, non-transparent 
fees. Now consider the costs of having your family 
assets depleted by inadequate decisions or ill-advised 
actions by non-professionals. And keep in mind that 
our trustee fee includes everything from investing your 
lifetime savings to paying bills, counseling your family, 
helping you plan for retirement, etc. 

Our independence allows us to use our unbiased, best 
judgement in seeking out the best decisions for you. 
Our responsibility towards our clients is carried out 
with full commitment, and we exercise professional 
discretion when needed and permitted by your trust. 
As a fiduciary, our obligation is to always act in our 
clients’ best interest. We are subject to strict regulatory 
oversight, as well as bonded and insured for the safety 
of your assets. 

I share this with you because we are devoted to 
providing financial peace of mind to you and your 
family. Let us know if we can answer any questions.

Recently I was asked what value we can bring to clients 
as a corporate trustee. The question is important, 
and I was glad to respond to it. After all, today, some 
organizations manage money (almost) for free. Why 
should clients have TCO manage their assets and 
serve as corporate trustee if a friend or family member 
can fulfill this role without charge? One of my friends 
was discouraged by her estate planning attorney from 
having TCO serve as guardian and trustee. According 
to her attorney, TCO’s fees are too high and we 
wouldn’t apply discretion if/when the beneficiaries ever 
requested funds from her trust.

I told them that TCO has been a corporate trustee 
for over 38 years, and our professionals know how to 
navigate difficult financial and family situations with 
professional objectivity. They have helped families 
through all sorts of circumstances. They are experts in 
the law, financial planning, and investments. 

Serving as a trustee is a time-consuming commitment. 
Unlike individual trustees, who may fall ill and will 

owning the U.S.–based multinational companies 
in the Standard & Poor’s 500 stock index. And, 
the stocks of these large U.S. companies with 
operations overseas are more highly correlated 
to the performance of the U.S. stock market than 
international markets.  Highly correlated stocks in 
a portfolio may indicate a lack of diversification. 
U.S. multinationals are not necessarily good 
replacements for international stocks for 
diversification purposes.

It makes sense for investors to include international 
equities in their holdings for other reasons as well. 
First, simply holding only domestic stocks means an 
investor has no stake in leading global companies 
outside the shores of their home market. Nestlé, 
Samsung electronics, and Toyota Motor Corp. are 
just a few examples of many strong and innovative 
non-U.S. companies. 

Second, including international stocks in your 
portfolio enables you to diversify your currency 
exposure. In times of U.S. Dollar weakness, owning 
non-dollar denominated securities can enhance 
overall investment returns. For U.S. investors, the 
value of a company denominated in Japanese Yen 
like Toyota may increase if the foreign-exchange 
rate for the Yen increases, relative to the Dollar. A 
portfolio constructed of only domestic firms is likely 
to have less-diversified overall sector exposures 

than one that includes international stocks.

Finally, the stocks of large global companies are 
more likely to have performance characteristics 
similar to other stocks in the same sector, regardless 
of where these companies are headquartered. It’s 
not that the home country doesn’t influence the 
performance of a company’s stock, but that its 
country of origin  may matter less than its stock’s 
classification sector. For example, the price of oil 
will exert a significant influence on both the U.S.-
based energy company Exxon Mobil as well as the 
foreign energy company British Petroleum. However, 
owning both companies in a portfolio can still provide 
diversification benefits due to currency, political 
difference, and overall economic cycle variances 
between the United States and the United Kingdom.

Emerging Markets & Developed Markets
Some countries are very similar to the U.S. in terms 
of perceived political stability, regulatory issues, 
and trade. Developed-market countries such as 
England, France, Germany, and Japan are widely 
industrialized with established and stable economies, 
governments, and infrastructure systems.

The term emerging markets refers to markets in 
countries such as Brazil, Russia, India, and China, 
economies that are characterized by rapid growth 
and industrialization, the emergence of industries 
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and regulation, and a growing middle class. 

Most economic growth today comes from emerging 
markets, and the United Nations projects that the 
population in many developed countries will decline. 
In addition, whereas many developed nations have 
aging populations (which burden health care and 
pension systems), many emerging market countries 
have very young populations. Youth generates faster 
economic growth.

Potential Risks
Although investors take some degree of risk when 
investing in any stock or security, international 
investing involves special risks, including geopolitical 
events, changes in currency exchange rates, the 
potential for illiquid markets, and different tax and 
accounting rules and regulation. 

Because of the higher political, economic, and 
financial risks in emerging markets, equities in 
these markets have historically exhibited greater 
downside risk than those in developed markets. 
However, because individual emerging markets can 
be relatively uncorrelated across countries, the risk 
of investing in all countries is lower than investing in 
any single country.

Owning a variety of companies in different emerging 
markets may lower the risk that can arise in any 
single country, such as the 2018 political and 
economic turmoil in Argentina and Turkey. The 
unique development patterns of emerging markets 
help investors diversify the returns of developed 

and international markets. Emerging markets have 
also generally delivered higher average returns, 
albeit with higher volatility, than those of developed 
markets.  

This combination of higher expected returns, higher 
expected volatility, and moderate correlations 
between emerging and developed markets suggests 
that most portfolios would benefit from some degree 
of allocation to emerging markets.

A Global Portfolio in a Global Economy
Global stock market leadership has historically 
alternated between U.S. and international markets. 
Because these markets may perform differently, a 
global portfolio may provide smoother performance 
over the long-term than a portfolio invested wholly in 
one market or the other. In today’s global economy, 
a portfolio invested entirely in U.S. stocks is at 
least indirectly influenced by global development, 
and many U.S. stocks have direct exposure to 
international markets through foreign sales and 
operations. Likewise, a portfolio invested entirely 
in non-U.S. stocks still has at least some degree 
of indirect exposure to the U.S., the world’s largest 
economy. 

Rather than choosing one over the other based on 
past performance, it may be wise to take a global 
perspective with your portfolio. A global perspective 
approaches investing differently.  It redirects your 
investing decision from “where” to invest to “in what” 
to invest and searches for great ideas spanning the 
stocks of many countries.
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Performance Leadership Rotates Between 
Domestic and International Stocks 

U.S. Outperforms International 

International Outperforms U.S. 

Data Source: Bloomberg 
U.S. - S&P 500 
International - MSCI EAFE 
January 1970 to February 2019 
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Playing Hoops With The IRS
I am a self-proclaimed tax nerd. I’ve been told that 
not everyone loves taxes as much as me, but I find 
that hard to believe. I mean, who doesn’t love digging 
through tax code to put the puzzle pieces together? 
However, even I have to admit that the IRS seems to 
find joy in making some tax laws overly complicated, 
and one that falls squarely into this category is the 
new Qualified Business Income (QBI) deduction, 
also referred to as the Section 199A deduction. Let’s 
review this deduction to see where you fit within the 
QBI rules.

The QBI deduction was part of the 2018 Tax Cuts 
and Jobs Act (TCJA) and applies 
to Qualified Business Income 
from pass-thru entities. These 
entities do not pay taxes at 
the business level but instead 
“pass-thru” the income to their 
owners. Pass-thru entities 
include sole-proprietorships, 
LLCs, partnerships, and 
S-corporations. 

Even if you don’t have a pass-
thru entity, you could still be 
affected because QBI also 
includes real estate investment 
trusts (REITs) and publically traded partnerships 
(PTPs), including master limited partnerships 
(MLPs). 

Understanding QBI Deduction
The QBI deduction is a 20% reduction of your 
taxable income received from the pass-thru entity. 
If you are in the highest tax bracket at 37%, this 
deduction lowers your effective tax rate on Qualified 
Business Income to just 29.6%. However, the IRS 
makes you jump through various hoops to obtain the 
deduction. 

The first hoop is an income threshold.  If your 
taxable income is below a certain limit (for 2019: 
$321,400 Married Filing Jointly or $160,700 Filing 
Single), you’ve earned your 20% deduction – 
congratulations! Once your taxable income is 
above these levels, you fall into a phase-out range, 
meaning you may receive only a partial deduction.

However, if you are above $421,400 Married Filing 
Jointly or $210,700 Filing Single, you must jump 
through a second hoop: your business category. 
If your business falls into the dreaded “Specified 

Service Trade or Business” (SSTB) category, your 
deduction is $0. The SSTB category includes the 
following: health, law, accounting, actuarial science, 
performing arts, consulting, athletics, financial/
brokerage/investing, or businesses which rely on the 
reputation or skill of its employees or owners. 

If your business is not a SSTB, but your taxable 
income is above the threshold, you must go through 
a third hoop. Your potential 20% QBI deduction is 
now limited to the greater of 50% of your share of 
W-2 wages paid by your business or 25% of your 
share of wages + 2.5% of the unadjusted basis of 

qualified property. I know that 
sounds like a poorly written 
SAT question, but let me 
explain the reasoning behind 
this. 

The TCJA’s goal was to 
stimulate economic growth so 
they created the QBI to reward 
businesses that are employing 
others and/or putting their 
money to work via capital 
investments. As long as you 
are doing one of these two 
things, you can receive your 

deduction, hence the “greater-of” test for wages or 
capital investment. 

It is important to note that income from REITs and 
PTPs are not subject to any of the above hoops. 
These automatically qualify for the 20% QBI 
deduction. In fact, there is a new box entitled Section 
199A Dividends on 1099-DIV forms to identify 
dividends that qualify for this deduction. 

Now for the final hoop. Once you’ve calculated 
your individual QBI deductions, you combine them 
to arrive at your overall QBI 
deduction. This is limited to 
20% of your taxable income, 
not including capital gains. 

Due to the many nuances 
surrounding the QBI 
calculations, rest assured, 
CPAs will be earning their fees 
this year. Here’s to its many 
hoops and hoping you were 
able to pass through them!

BRI GHOSN, CPA, 
CFP®, CFDA®

Vice President
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Married Filing Jointly & Surviving Spouses
If taxable income is

Over But Not Over Marginal Rate
$0 $19,400 10%

$19,400 $78,950 12%
$78,950 $168,400 22%

$168,400 $321,450 24%
$321,450 $408,200 32%
$408,200 $612,350 35%
$612,350 37%

Single (Other Than Head of Household & Surviving Spouses)
If taxable income is

Over But Not Over Marginal Rate
$0 $9,700 10%

$9,700 $39,475 12%
$39,475 $84,200 22%
$84,200 $160,725 24%

$160,725 $204,100 32%
$204,100 $510,300 35%
$510,300 37%

Married Filing Separately
If taxable income is

Over But Not Over Marginal Rate
$0 $9,700 10%

$9,700 $39,475 12%
$39,475 $84,200 22%
$84,200 $160,725 24%

$160,725 $204,100 32%
$204,100 $306,175 35%
$306,175 37%

Heads of Household
If taxable income is

Over But Not Over Marginal Rate
$0 $13,850 10%

$13,850 $51,850 12%
$52,850 $84,200 22%
$84,200 $160,700 24%

$160,700 $204,100 32%
$204,100 $510,300 35%
$510,300 37%

Married Filing Jointly & Surviving Spouses $24,400
Head of Household $18,350
Single & Married Filing Separately $12,200
Additional (Age 65/Older or Blind)
Married Filing Jointly Add $1,300
Unmarried & Not Surviving Spouse Add $1,650

STANDARD DEDUCTIONSESTATES AND TRUSTS (&  K IDDIE TAX RATES)
Over But Not Over Marginal Rate

$0 $2,600 10%
$2,600 $9,300 24%
$9,300 $12,750 35%

$12,750 37%

INCOME TAXES

LONG-TERM CAPITAL GAINS
If taxable income is

Over But Not Over Marginal Rate
$0 $39,375 0%

$39,376 $434,550 15%
$434,551 20%

Over But Not Over Marginal Rate
$0 $78,750 0%

$78,751 $488,850 15%
$488,851 20%

Over But Not Over Marginal Rate
$0 $39,375 0%

$39,376 $244,425 15%
$244,426 20%

Over But Not Over Marginal Rate
$0 $2,650 0%

$2,561 $12,950 15%
$12,951 20%

Single

Married Filing Jointly

Married Filing Separately

Estate or Trust

GIFT AND ESTATE TAX 2019-2026
2019 2026 & Beyond

Unified Credit Against Estate Tax $11,400,000 $6,300,000 
Annual Exclusion for Gifts $15,000 

SOCIAL SECURITY TAXABIL ITY
Combined Income

0% 50% 85%
Married Filing Jointly $0-$32,000 $32,000 $44,000
Single $0-$25,000 $25,000 $34,000
Married Filing Separately All Income

MEDICARE (NET INVESTMENT INCOME TAX)

Single $200,000 
Married Filing Jointly $250,000 
Married Filing Separately $125,000

3.8% Medicare surtax paid on the lesser of net investment income 
from interest, dividends, annuities, royalties, rents, and gains not 
generated in active trade or business or Modified Adjusted Gross 
Income (MAGI) in excess of:

Additional 0.9% Medicare tax on wages and self-employment income 
in excess of same MAGI brackets.

2019 TAXES
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Part B 
Premium

Part D 
Surcharge Single Married Filing 

Jointly
$135.50 $85,000 or less $170,000 or Less
$189.60 $12.40 $85,001-$107,000 $170,001-$214,000
$270.90 $31.90 $107,001-$133,500 $214,001-$267,000
$352.20 $51.40 $133,501-$160,000 $267,001-$320,000
$433.40 $70.90 $160,001-$499,999 $320,001-$749,999
$460.50 $77.40 $500,000+ $750,000+

Part B 
Premium

Part D 
Surcharge

$135.50 
$433.40 $70.90 
$460.50 $77.40 $415,001+

If your 2017 Income was:Your pay per person

Married filing separately and your 2017 
income was:

$85,000 or less
$85,001-$415,000

2019 MEDICARE PART B PREMIUM RATES HEALTH SAVINGS ACCOUNT

Single $3,500 
Family $7,000 
Catch-up Contributions (Age 55+) $1,000 

HSA Statutory Contribution Maximum

IRAs 2019

Married Filing Jointly MAGI
Both Spouses as Participants in Qualified Plan $103,000-$123,000
One Spouse as Participant in Qualified Plan $193,000-$203,000
Single/Head of Household $64,000-$74,000
If No Spouse Participates in Qualified Plan No MAGI limit

Married Filing Jointly $193,000-$203,000
Single/Head of Household $122,000-$137,000

Phase-out range for deductible contributions to Traditional IRAs

Phase-out range for contributions to Roth IRAs

401k/Roth Contribution $19,000
401k/Roth Catch up (Age 50+) $6,000
IRA/Roth IRA Limit $6,000
IRA Catch up (Age 50+) $1,000
SEP IRA $56,000

RETIREMENT PLAN CONTRIBUTION L IMITS

f i ·du·c i ·ar ·y
The information provided herein by Trust Company of Oklahoma (TCO) is for general guidance and should not be considered legal or tax advice. While the information 
presented here is believed to be accurate, neither TCO nor any of its employees (i) makes any express or implied warranty as to the completeness or accuracy of this 
information, (ii) shall be liable for errors appearing in this article or (iii) has any duty to update this material or any of the information contained herein.

Specified 
Service Trade 
or Business 
(SSTB)* 

Full 
deduction

20% of QBI

Partial deduction:
Pro-rated phase-out No deduction

Married Filing 
Jointly $0-$321,400 $321,401-$421,400 $421,401+

Married Filing 
Separately $0-$160,725 $160,726-$210,725 $210,726+

Single $0-$160,700 $160,701-$210,700 $210,701+

All other trades 
or businesses

Full 
deduction

20% of QBI

20% QBI deduction 
partially limited to

the greater of
50% of W-2 wages

or 
25% of W-2 wages +
2.5% of property's 
unadjusted basis

20% QBI deduction 
cannot exceed the 

greater of
50% of W-2 wages

or 
25% of W-2 wages +
2.5% of property's 
unadjusted basis

QUALIFIED BUSINESS INCOME (QBI) DEDUCTION 
If Owner's Taxable Income Is

Overall QBI deduction limited to 20% of taxpayer's taxable income, not including 
net capital gains. The QBI deduction is a complex calculation, subject to various 
limitations, phase-ins, thresholds, and exclusions.

* Businesses in the fields of health, law, accounting, actuarial science, performing 
arts, consulting, athletics, financial services, brokerage services, investment 
management, trading services, dealing in securities, partnership interests, or 
commodities, or any business where the principal asset is the reputation or skill of 
one or more of its employees, except for engineering or architecture.

F ICA WAGE BASE
Social Security - 6.2% $132,900
Medicare - 1.45% No Limit

Retirement Earning Limitation
Under Full Retirement Age ($1 for every $2) $17,640 
During Year Reaching Full Retirement Age ($1 for every $3) $46,920 
After Full Retirement Age No limit

SOCIAL SECURITY

0% 50% 85%
Married Filing Jointly $0-$32,000 $32,000 $44,000
Single $0-$25,000 $25,000 $34,000
Married Filing Separately All Income

SOCIAL SECURITY TAXABIL ITY
Combined Income

We didn’t need a rule to tell us the right way to do business.

/fi-doo-shi-er-ee/ noun
The audacious idea that a wealth manager should act in its clients’ best interests.

2019 TAXES



Each day, we lose about 2,150 Americans from heart 
disease – the number one killer in the United States. 
Stroke, the number five killer and leading cause of 
severe disability, claims the lives of nearly 219,000 
each year.

Since the inception of the Tulsa Heart Walk, mortality 
rates from cardiovascular disease and stroke have 
plummeted by more than 45%. The Heart Walk funds 

research to deliver progressive, life-saving science as 
big solutions to a big problem. Since 1984, nearly 10 
thousand Tulsans lace up and walk each year for a 
singular mission: to cure heart disease and stroke.

Although there have been great strides made in how 
heart disease and stroke are diagnosed and treated, 
there is far more work to be done. 

Please join Trust Company of Oklahoma in supporting 
the American Heart Association, the world’s leading 
voluntary health organization dedicated to a world of 
longer, healthier lives. 

Visit TulsaHeartWalk.org and click ‘Register’ to 
participate on one of our company teams.

S P O T L I G H T
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The Great Known Unknown
My wife’s grandmother passed away unexpectedly 
in February. She was a woman that everyone called 
Grandma – a sweet and caring person who was 
at her happiest when holding a baby. One of her 
grandchildren eulogized her and said that she was 
probably the only person in history who enjoyed 
changing diapers. Surrounded by family throughout 
her life, she was fortunate to pass away in similar 
fashion. The last birthday that Grandma celebrated 
was her 80th. No one would have guessed it would 
be her last.  

Around the same time, we lost Ed, a long-time family 
friend and neighbor since childhood. My family 
was lucky to remain connected with him over the 
years. Ed lived through two world wars, the Great 
Depression, and countless other events of historical 
significance. He always exuded energy, even 
enrolling in tap dancing and piano lessons in his 90s. 
When he lost his wife in 2007, we all assumed that 
he would soon follow her, but Ed was rejuvenated 
in his retirement community, enjoying eleven more 
years. He lived to the ripe old age of 101.

These two very different end-of-life situations 
illustrate an important reminder: life’s great known 
unknown is its length. 

Planning for the Unknown
Living longer than expected is what we all hope for, 
but financially it can be a risk. Fortunately, Ed saved 
well and lived modestly – surely lessons learned 
from his experiences during the Great Depression. 
His assets supported him, even though he lived well 
beyond average life expectancy. While Grandma’s 
assets were not similarly tested by time, our planning 
gave us confidence that she could sustain the 

possibility of an unusually long life. When we help 
clients plan for retirement, we help them answer 
these questions:

• Have I saved enough to retire comfortably, 
especially if I live longer than I expect? 

• What if the markets experience a major 
correction right after I retire?

• What changes do I need to make now – while 
still working – to meet my goals?

This approach helps you formalize your goals and 
create an achievable plan before you start counting 
on lifetime savings to sustain you. 

But retirement-readiness is only one aspect of 
retirement planning. We sometimes need to re-
evaluate the retirement plan in light of an increased 
life expectancy or health change. This in-retirement 
planning gives you peace of mind that you will 
not outlive your assets, even if you may outlive 
expectations. It is important to determine if your 
projected spending will exceed your resources. 

While we cannot eliminate life’s unknowns through 
planning, we can develop 
plans that both consider 
and accommodate for them. 
Whether we die sooner than 
we expect or live longer than 
we would think, we can take 
solace that a well-made plan 
can prepare us and our families 
for whatever the future holds. 
It allows us to spend our final 
years as Grandma and Ed did, 
focusing on family and joyful 
experiences.

RYAN SHORT, CFP®

Vice President



P.O. BOX 3627
TULSA, OK 74101-3627

FORWARDING SERVICE REQUESTED

PLEASE HELP US
WELCOME RON BURKE
TO OUR OKC TEAM

left to right: Tim Hopkins, CFA | Senior Vice President; Joe Ray | Senior Vice President, Ron Burke, CFP®, CTFA | Senior Vice President


