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February Rundown:  

Globally, as measured by the MSCI ACWI Index, stocks 
hit an all-time high on February 19th.  The following 
week, fears of a coronavirus pandemic spiked and 
triggered a market correction (a decline of -10% or 
more from a previous peak).  The decline was rapid 
enough to make it the fastest correction from a market 
peak ever.  Stocks fell to October 2019 levels and 
government bond yields sunk to unprecedented depths.  At the time of writing, the 10-year 
Treasury Bond was yielding only +1.14%. 

The viral outbreak is unsettling on a human level as well as from the perspective to how markets 
have responded.  Coronavirus concerns are clearly taking a toll on the global economy.  Countries 
are imposing travel restrictions, Japan shut down schools until April 3rd, and large companies like 
Apple, Mastercard, and American Airlines, lowered earnings guidance.  Goldman Sachs slashed their 
estimates for economic growth.  “Our reduced forecasts reflect the severe decline in Chinese 
economic activity in the first quarter, lower end-demand for U.S. exporters, supply chain disruption, 
a slowdown in U.S. economic activity, and elevated uncertainty,” Goldman strategists led by David 
Kostin wrote in a note Thursday February 27th.   Despite the decrease in forecasted growth, 
Goldman Sachs predicts a strong recovery for stocks later in the year, projecting the S&P 500 Index 
will rebound to 3,400, significantly above the 2904 level where the index finished in February.  In 
February, U.S. stocks, as measured by the S&P 500 Index, declined -8.23%.  International stocks, as 
measured by the MSCI EAFE Index, fell -9.03%.  Emerging market stocks, as measured by the MSCI 
Emerging Market Index, fell -5.27%.  The decline in interest rates was a tailwind for bonds and the 
Barclays Global Aggregate Index rose +.67%.  Gold dipped by -.22%.   

Prudence, Not Panic 

The best time to prepare for a market decline is before it happens.  When declines occur, those that are 
unprepared, or have been taking excess risk are exposed.  As Warren Buffet famously said, “Only when 
the tide goes out do you discover who’s been swimming naked”.  We focus on building resilience into 
client portfolios and that focus extends to the financial planning process.  Investing in accordance to 
each client’s personal tolerance and capacity for risk is a key for success.  Cash flow analysis is 
incorporated into every client review meeting.  We want to ensure clients don’t need to sell 
investments like stocks at an inopportune time for either emotional or financial reasons.  Markets 
rise and fall unexpectedly, but through careful planning, our clients can operate from a position of 
strength in the face of market uncertainty.  We can’t tell you when things will turn or by how much, 
but our expectation is that bearing today’s risk will be compensated with positive expected returns. 
That’s been a lesson of past health crises, such as the Ebola and swine-flu outbreaks earlier this 
century, and of market disruptions, such as the global financial crisis of 2008–2009.  Additionally, 
history has shown no reliable way to identify a market peak or bottom.  These beliefs argue against 
making market moves based on fear or speculation, even as difficult and traumatic events transpire.  
Prudence, not panic is the mindset we advocate.  
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Wealth Management:  Getting Started 

For young clients in the beginning stages of the wealth building process, the advice we provide is simple:  
90% of their success with money will stem from decisions made by them, not us.  Developing good 
habits with money and being intentional with how they use it is the key to long term success.  The first 
step is to apply conscious spending and saving principles via a written budget. 

Conscious Spending:  Budgeting Reframed 

“A budget is telling your money where to go instead of wondering where it went.” - John C. Maxwell   

Between debit & credit cards, Amazon, PayPal etc. there is little to no “friction” when we use 
money today.  It has never been easier to overspend and have no idea where the money went. 
That’s why having a system to monitor your income and spending patterns has never been more 
important.  The term budgeting describes such a system.  Unfortunately, the dreaded “B” word is 
commonly associated with thrift, being cheap, and having no life.  When the term budget is used in 
client meetings people wince.  That’s why I think reframing the concept can be helpful, especially 
for those starting out. 

I first came across the term “conscious spending” in the book, I Will Teach You to Be Rich by Ramit 
Sethi.  Conscious spending, as he explains it, is budgeting with a focus on ruthlessly cutting back 
spending on the things that matter least so you can spend extravagantly on the things you love 
most without guilt (not just being miserly with everything).  Say you are young and want to travel 
the world.  That’s awesome, I think that is a great goal.  As a person with three children under the 
age of five I can tell you travelling is not as easy for me now as it was in my 20’s.  So, what can you 
eliminate from your spending to take better trips than you ever thought possible?  How can you 
travel more?  The distinction between conscious spending versus budgeting is subtle.  Redirecting 
focus to the discussion around prioritization of goals and doing more of what is most important, 
instead of first focusing on what must be sacrificed, can be motivating.  The important thing is 
arousing the desire to get started and achieving some habit building inertia.        

Modern technology makes doing this easier than ever.  Apps on your smartphone do the work for 
you.  In 15 minutes per month, anyone build and follow a budget.  There are many good budgeting 
apps; two we like are Mint and EveryDollar.  You link your accounts and the apps aggregate income 
and spending data to provide a complete picture of cash flows.  Mint automatically categorizes your 
income and spending.  EveryDollar makes you take an additional step to categorize it yourself.  
While categorizing yourself requires an extra 15 minutes, I think it is worth it because doing so 
further increases awareness and accuracy (especially if you are like me and use Amazon for many 
purchases that span multiple categories but show up as a single line item).   

To begin, aggregate a couple of months of data.  Review income, spending, savings amounts and 
trends.  At the start of the third month, take 15-20 minutes to make some conscious decisions on 
what you want to adjust in your cash flows.  Review progress through the month, and at the end of 
the month recalibrate your goals.  Every month will be different, so it is important to make changes 
to your upcoming monthly budget to avoid surprises.   


