
As most of you are aware, Pershing LLC is the 
administrative clearing agent for the firm of 
Bernard Herold & Co. as well as its investment 
management subsidiary, Herold Advisors. What 
may not be as well known is that Pershing is a 
wholly-owned subsidiary of the Bank of New 
York Mellon [BNY Mellon], a NYSE-listed 
major banking concern. I thought that it would 
be appropriate to discuss why that relationship 
is important to our firm as well as to our clients.

Pershing acts as custodian for cash plus securities 
deposited in all accounts. Also, they process trans-
actions that you and/or Herold investment associ-
ates have authorized. Importantly too, Pershing is 
responsible for: [a] collecting/reporting dividends 
and interest receipts; [b] maintaining cost data on 
securities bought/sold; [c] adjusting those figures 
to reflect stock splits, stock dividends, spinoffs, 
etc.; [d] publishing various client statements on a 
periodic basis. We believe that our relationship with 
Pershing and their parent, BNY Mellon, provides 
our clients with a high degree of confidence that 
their investment assets are very secure.

Over the past year or so our investment associates 
have been exploring ways that Herold clients can 
better utilize the vast resources of Pershing LLC 
and BNY Mellon. We want to make you aware 
of the following ancillary services that can be 
provided to Herold and our clients:

• Corestone® banking/debit card services 
• Investment credit lines for personal & 

business needs 
• Foreign currency transactions 
• 401[k] information & services

At our upcoming conference, it is our intention 
to explore some of these potential opportunities. 
We believe that our long-term relationship with 
Pershing and BNY Mellon has been of benefit 
to clients of the firm and we hope to deepen that 
relationship over time.

Larry Herold
President
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Fueled by gains in economic activity as well as 
promises from a new Administration and Con-
gress of more business-friendly policies, stock 
market indexes rose for the sixth consecutive 
quarter during Q1 2017. That well-worn path of 
advancement actually began in March 2009 when 
the Dow Jones Industrial Average stood at 6,549.

New records were set in the quarter as the Dow 
broke through the 20,000 and 21,000 point levels 
before settling down at 20,663 for a 900-point 
gain [+4.56%]. The broader indexes, namely the 
S & P 500 and NASDAQ Composite, outpaced 
the Dow’s performance and advanced 5.5% and 
9.8% respectively.

Those satisfactory results masked a number of 
market sector disappointments. Of particular note 
were the Financials which represent approximately 
15% of the S & P 500 Index. Bank stocks had 
roared out of the post-election starting gate in early 
November only to “flame out” before the end of 
the 4th quarter of 2016. The Financial group did 
record a 2.1% gain for the 1st quarter of 2017, but 
that result lagged the overall averages by a wide 
margin. Under-achievements also were noted in 
the Energy sector as well as for Real Estate and 
Telecom Services.

The hopes for positive changes in healthcare cover-
age, tax rates, as well as infrastructure and defense 
spending have begun to fade as the perverse reality 
of Washington politics takes hold. As a result, in 
late March the stock market experienced its first 
recent daily decline of more than 1%. Admittedly 
it is still quite early in the 2nd quarter, but the fact 
is that there has been no market progress since 
new highs were set on March 1st.

On the plus side of the ledger, earnings season has 
commenced. Led by Energy companies that had 
reported losses for the 1st quarter of 2016, and 
Financials that likely will be recording double digit 
earnings gains, the overall S & P 500 companies 
are expected to show a 9% increase for Q1 2017. 

Those positive outcomes are only tempered by 
the fact that stock valuations are at their highest 
levels in more than a decade. That concern may 
make financial markets vulnerable to economic 
or political stresses.

The Market Advance 
Is Strewn With Seeds 
Of Discontent
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New York
The NY estate tax exemption will rise to $5.25 
million on April 1, 2017 and is set to rise again 
on January 1, 2019, when it will match the fed-
eral exemption currently set at $5.49 million. 
The NY estate tax rate is significantly lower 
than the federal estate tax rate of 40%. In NY 
the state rate starts at 5% and rises to 16%. 
But the most significant impact is the estate 
tax “cliff” created from the way the law was 
written.

Only a few years ago, the NY estate tax base 
exclusion amount was $1.0 million. The state 
government, after realizing the tax burden it 
placed on many NY residents and competitive 
disadvantage it placed the state, decided a 
change was needed. Beginning in 2014 the NY 
estate tax exemption has increased in each year. 
April 1, 2017 is the last scheduled rise until 
January 2019, when it will increase to whatever 
the federal estate tax exemption is at the time. 
Going forward, the NY exemption amount 
will move lock step with the federal exemption 
amount (barring any changes to federal estate 
tax laws in the meantime).

The NY estate tax is applied differently when 
compared to the estate taxes of other states. 
Other states (and the federal government) typ-
ically only tax the amount that is over the ex-
emption. For example, if the exempt amount 
is $5.25 million and the taxable estate is $5.5 

million, only the additional $250,000 would be 
subject to the estate tax. However, in NY, the 
entire value of an estate that exceeds the exempt 
amount is taxed. For example, after April 1, 
2017, when the exempt amount will be $5.25 
million, the estate of someone who dies with an 
estate equal to the exempt amount would pay no 
tax. But someone who leaves a taxable estate 
that exceeds the value of the basic NY  exclu-
sion amount by 5% or more at death cannot take 
advantage of the NY exclusion and their entire 
estate would be subject to the tax from the first 
dollar.

New Jersey
The NJ estate tax exemption will go up from its 
current low $675,000 to $2 million for deaths 
as of Jan. 1, 2017.  The estate tax is then sched-
uled to be fully repealed as of Jan. 1, 2018. For 
out-of-staters with property in NJ, the latest 
legislation eliminates a provision that imposed 
estate tax on the NJ property of non-resident 
decedents.

However, NJ will still impose an inheritance 
tax. NJ’s inheritance tax is levied on siblings, 
nieces and nephews (not spouses or children) 
and the exemption is only $500. The inheritance 
tax law places beneficiaries into classes depend-
ing on their relationship to the decedent. Class A 
beneficiaries are typically spouses and children 
or grandchildren. Family members in this class 
are exempt from inheritance tax. Class D ben-
eficiaries include nephews, nieces, friends and 
others. The inheritance tax on assets passing to 
a Class D beneficiary can be up to 16 percent. 

What to do…
The above should lead you to think about your 
estate plan and contact your financial and/or 
legal professional to discuss your current status 
and options. A small bit of planning today may 
save your estate from taxes and the costs associ-
ated with estate administration.  

OUR COMPANIES

Bernard Herold & Co., 
Inc. is a registered broker 
dealer founded in 1972 by 
Bernard Herold. It is a mem-
ber of FINRA and SIPC and 
provides financial services 
to Institutional and Individual 
customers. BH & Co. has 
about $1 Billion in customer 
assets. Its offices are locat-
ed in Manhattan and Staten 
Island.

HEROLD ADVISORS, INC. 
was founded in 1975 also 
by Bernie Herold. It is an 
Investment Adviser regis-
tered with the SEC. Herold 
Advisors provides portfolio 
management services to in-
dividuals, business entities, 
trusts, estates, pension and 
profit sharing plans, charita-
ble organizations, founda-
tions and other institutions 
on a discretionary basis. In 
addition, Herold Advisors 
offers these services under 
a management account pro-
gram or a wrap‐fee program.

HEROLD INSURANCE 
AGENCY, INC. was found-
ed in 1987 and furnishes 
customers with fixed annu-
ities, life insurance and oth-
er insurance products.
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In partnership with BNY Mellon, our first Client 
Conference has been scheduled for Thursday, 
May 18th. Invitations to this event already have 
been mailed out.

A special guest speaker will address econom-
ic and political issues currently affecting our 
financial markets.  Additionally, BNY Mellon 
representatives will discuss how that institution 
can provide business lending to our clients at very 
attractive rates.

Clients and their guests will have an opportunity to 
enjoy breakfast with us and network with Herold 
investment associates and other clients of the firm.

Contact:kleahy@heroldinc.com or inform your 
financial advisor if you would like to attend.

Customer 
Conference

When buying a stock or a bond, most investors 
tend to focus on the prospects for income and/or 
capital appreciation. Very few of us spend much 
time evaluating the potential for capital loss…until 
it’s too late! It was with this truism in mind that 
Bernard Herold & Co., Inc., sought out ways to 
quantify what client risk tolerance was all about.

An important measure of capital risk is price 
volatility…often expressed as “beta”…both in 
absolute terms as well as relative to the S & P 
500 Index. Using that methodology, and applying 
it to each stock held in the portfolio, we are able 
to develop a risk quotient for the client. A set of 
tables and charts are provided to help clarify the 
overall risk profile. We invite you to make an 
appointment for a Risk Tolerance Exam. 

Risk 
Tolerance 101


