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“Financial freedom is 
available to those who 
learn about it and work 
for it.” 

Robert Kiyosaki

Fact
Although 529 college savings 
plans have been available since 
1996, only a small portion of 
families uses them to pay for 
college.
SSource: Sallie Mae’s national study, 
   How America Pays for College

       Cryptocurrencies And 
       Bitcoin: What Are They?
       By: Jason Eliason, CFP®, ChFC®, CFA®

By now you have probably heard a lot about cryptocurrencies, but do you really know what they are? 
In their simplest form, they are digital assets that are used as a medium of exchange; they are a 
payment system. 

Bitcoin was invented in late 2009 and makes up over half of the cryptocurrency market cap. Bitcoin, 
plus the other top five cryptocurrencies (ethereum, bitcoin cash, ripple and litecoin), make up about 
83% of the market. Interestingly, there are over 1,300 cryptocurrencies in existence. Within the top 
five, each is a little different from the other, or at least serves a slightly different purpose. 

TThe late 1990’s ushered in the era of digital money, or electronic cash, which was the incubator for 
the birth of cryptocurrencies. For about 10 years, a number of electronic cash systems were 
developed and later failed all for the same major reason: they failed to protect against a person’s 
ability to continually spend the same digital currency repeatedly, also known as double spending. This 
system used a centralized clearinghouse to maintain a real-time ledger of all transactions. All of the 
transactions needed to be centrally verified, which took a great deal of time. 

WWhat made bitcoin different and ultimately led to its success, and the success of the cryptocurrencies 
that followed, was the ingenious solution of preventing double spending. Bitcoin eliminated the need 
for third-party clearinghouses by publicly distributing the ledger (transaction records). The key was an 
open-source software and a decentralized, peer-to-peer network for verification that was linked and 
secured using cryptography. For a decentralized system to work, all of the networks must identically 
match all the time, and in order to do so, they all have to house every single entry, or transaction, of 
ththe ledger. Thus, instead of relying on one centralized system, everything is spread out to enable 
multiple networks to verify a transaction. Bitcoin now created a computing system with high speed to 
make cryptocurrency useable by the masses. This technology is known as blockchain.

What makes bitcoin and other cryptocurrencies appealing is the ability to use them as money without 
some of the limitations of fiat-based money. Cryptocurrencies are more secure than using a bank or 
credit card and done at a lower cost than what credit cards charge; however, the transactions are 
irreversible. They are also very fast, global and not controlled by any government; thus, it cannot be 
manipulated by governments or other entities. They are also pseudonymous and permissionless. 
Although the ledger is public, neither accounts nor transactions are connected to your identity. You 
do not need anyone’s approval to use cryptocurrencies; it’s as easy as downloading the free software. 
TThere are a number of reputable businesses that accept bitcoin as a form of payment, such as 
Microsoft, Expedia, Dish Network, Overstock.com and Subway. Of course, all of the benefits of 
cryptocurrencies also make them desirable for those looking to do things outside of the law. Much 
has been made of the nefarious activities that are utilizing cryptocurrencies. 
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http://www.stretcher.com/stories/15/15may25c.cfm


                                                                               3

The process of selling your home can be overwhelming. Especially in today’s 
market where it’s common for a home to sell within the first week of being 
listed. While signing a sales contract can certainly be a relief, feelings of 
euphoria quickly fade when the seller realizes they must move out and find a 
new place to live… likely in short order and possibly in an entirely new and 
unfamiliar area. Several times in the past year I’ve worked with clients who are 
desirous of selling their home and moving to another – either to shorten 
cocommute, increase space for a growing family or simply change locations. Of 
these clients, many have paid rent in the past and think being a landlord 
could prove profitable; or they have realized tremendous growth in the value 
of their property and believe the trend will continue for years to come. So why 
sell now? After all, some of the most desirable areas in central Ohio, and 
around the country, have appreciated in value by almost 50% since real estate 
started its recovery in 2012.*

As an investment and tax advisor, I appreciate the benefits of real estate 
investing, but before you decide to become the next great real estate mogul, 
you should consider a great tax loophole that is only available for the first few 
years following your decision to move out of your primary residence. Under 
this particular section of the tax code, you could potentially avoid taxes on all 
appreciation you experienced while owning the property.

TThis leads me to the erroneous assumption where many people think their 
primary residence is not subject to capital gains tax when they sell. While this 
is certainly true in most cases, the tax code actually stipulates that a home 
seller is only eligible to exclude from capital gains taxes the first $250,000 of 
profit. This exclusion doubles to $500,000 for those who are married and 
filing jointly. In order to qualify for the full exclusion amount, the seller(s) must 
have owned and occupied the home as their primary residence for at least 
twtwo of the past five years. It’s important to note the IRS requires both spouses to 
satisfy the two-year requirement in order to be eligible for the full $500,000 
exclusion; however, the two-year requirement does not need to be satisfied during 
the same period for each spouse. As unique as it might sound, I’ve actually come 
across a scenario recently where a married couple did not qualify for the full 
$500,000 exclusion. In this particular case, the home was owned and 
occupied exclusively by one spouse prior to their marriage, and subsequent 
ccohabitation.

The “Two-year rule” is only one of several considerations that should be 
factored into any decision to hold onto a property as an investment:

  Does the property make sense as a rental? Often times the rate 
  of return on a rental property is at or below what has historically 
  been achieved by the stock market.

  Do you want to be a landlord? Will you actively manage the 
  property or hire a separate manager to do so on your behalf?

  If you’re going to manage the rental yourself, does the decision 
  anchor you to a specific location?

  If you hold the property past the three-year mark and don’t  
  qualify for the exclusion, mandatory recapture of depreciation will 
  cause a tax liability in the future, even if the property does not 
  appreciate in value.

     This could be deferred further through the use of a section 
   1031 property exchange.

  If you qualify for and utilize the exclusion, you are ineligible to use 
  the exclusion again for another two full calendar years.

As you can see, there are many factors to consider before making the 
transition from homeowner to landlord.

TTo summarize, not all property sales are excluded from capital gains taxation. 
It just happens that most property sales are below the applicable per person 
exclusion amount, so capital gains are not an issue. Given the notable 
increases in property values around the country, and specifically in desirable 
neighborhoods in central Ohio, more properties could be subject to this tax. 
The exclusions allow sellers to avoid tax, but the sellers must beware of some 
critical requirements. For those who choose to hold onto their property as a 
rerental, rather than sell, the biggest requirement is that you must have lived in 
the property for two of the last five years. This often means you must sell the 
property within 3 years of moving out, to qualify for the full exclusion.

Source: *
http://www.columbusmonthly.com/lifestyle/20170627/real-estate-central
-ohios-housing-market-gold-rush
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On Feb. 8 we are joining The Breathing 
Association. They are moving buildings soon 
and need our help packing up a few storage 
rooms. There is a project for everyone either 
through sorting, packing or taking photos of 
items they need sold. There will be no heavy 
lifting, so everyone is welcome to join.

TTo RSVP, please call Sandy at (614) 457-7026
or email info@waller.com.

Upcoming Holiday Closures
In observance of the upcoming 
holidays, our offices will be 
closed on the following dates:

Our Holiday Videos
As we wrapped up the end of 2017, we released a series of holiday 
videos. In November, our staff talked about their favorite foods and 
Thanksgiving traditions. In December, we discussed what we look 
forward to at Christmas and what made 2017 a great year. 

TTo watch these videos, please visit the media page on our website 
or our YouTube channel.

The opinions voiced in this
material are for general
information only and are not
intended to provide specific
advice or recommendations for
any individual. To determine
wwhich investment(s) may be
appropriate for you, consult
your financial advisor prior to
investing. All performance
referenced is historical and is no
guarantee of future results. All
indices are unmanaged and
ccannot be invested into directly.

941 Chatham Lane
Suite 212
Columbus, Ohio 43221
614.457.7026
www.waller.com

http://www.waller.com/media-center/
https://www.youtube.com/channel/UCEUK1O9NawEwUsTmgZAk9ow
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