
Navigation Notes
Spring, 2019

2506 E Vistoso Commerce 
Loop, Suite 180

Oro Valley, AZ 85755
520-818-7822

What do Junk Drawers and Bad Investment Choices 
Have in Common?

Did you know the cognitive blunders that 
lead to congested closets and jammed attics 
also are responsible for poor financial deci-
sions? It’s the reason Marie Kondo’s book, 
The Life-Changing Magic of Tidying Up: The 
Japanese Art of Decluttering and Organizing, 
captured the attention of behavioral econo-
mists. [1] 

One reason for household disorder is that 
many people suffer from inertia. They do 
nothing even when doing something would 
be beneficial. It explains why many of us 
have boxes in the garage, filled with who-
knows-what, for longer than we can remem-
ber. [2] 

The endowment effect

Another reason we keep so much stuff is the 
endowment effect. We become attached to 
our possessions and believe our stuff is worth 
more than it is. If you’ve ever disagreed with a 
realtor about the selling price for your home, 
you may have experienced this. [3] 

When it comes to investing, people tend to 
fall in love with their portfolios and, as a re-
sult, are reluctant to sell any of their holdings. 
Schwab recommends three questions that 
can help test whether the endowment effect 
is guiding a decision: [3] 

• Would I buy it today? 

• What was my rationale for buying it in 
the first place? 

• Are there better options? 

The last question gets at opportunity cost, 
which travels alongside other cognitive bias-
es. When you have too many possessions, 
you are unable to appreciate what you have. 
For example, if your favorite sweater is buried 
under a pile of other less well-liked sweaters, 
you don’t have a chance to enjoy it. You may 
even forget you have it! [4] 

We also have a tendency to hold onto the 
investments we’ve chosen, even when  

another opportunity may offer greater return 
potential. Opportunity cost is the difference 
between what we earn on the investment we 
did not sell and what is earned by the in-
vestment we did not buy. [4] 

Loss aversion

Kondo’s book also highlights loss aversion. 
People dislike losing far more than they like 
gaining, so it’s easy to rationalize keeping 
everything. Kondo recommends focusing on 
one type of item at a time rather than tidying 
one room at a time. When you see all the 
books you own in one place, it becomes 
clear they do not all bring you joy. [5] 

For investors, experiments have shown the 
pain of a loss is twice as great as the plea-
sure of a gain. In some cases, this may cause 
investors to avoid risks they should take. Loss 
aversion may explain why investors sell dur-
ing market downturns. [5] 

Talk with a financial advisor

One of the most important aspects of our 
financial advisory work is behavioral coach-
ing. We talk with our clients about the options 
available and help them understand when 
cognitive biases may lead to poor investment 
decisions. In fact, behavioral coaching is one 
of the most valuable services financial      
advisors offer. [6]  

If you would like to learn more about cogni-
tive biases and the ways these mental trip-
wires can affect your long-term goals, give us 
a call. We’re happy to talk with you. 

	 	 	 	 


[1] https://www.theatlantic.com/business/archive/2015/05/an-
economist-reads-marie-kondo/392921/

[2] https://www.behavioraleconomics.com/resources/mini-
encyclopedia-of-be/status-quo-bias/

[3] https://www.vox.com/2015/3/26/8284569/japan-tidying-
house-kondo

[4] https://www.npr.org/templates/transcript/transcript.php?
storyId=466602146

[5] https://blogs.cfainstitute.org/investor/2018/06/05/what-
does-loss-aversion-mean-for-investors-not-much/

[6] https://advisors.vanguard.com/iwe/pdf/FASQAAAB.pdf
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Is a Qualified Charitable Distribution Right for You? 

by Jack Davis, MS, CFP®

With the April tax filing deadline fast ap-
proaching and the new tax legislation changing 
the way many of us will report our expenses, 
specifically with the new standard deduction, I 
had a thought: Did Ebenezer Scrooge itemize?  
We know he didn’t donate to charity given his 
conversation with the two gentlemen who visit-
ed Scrooge and Marley that fateful Christmas 
Eve.  But if 1843 England had offered a little tax 
relief for goodwill, would it have changed his 
response?   

Beginning with the 2018 tax year and the new 
standard deduction, itemizing may be a thing of 
the past for many.  But I don’t believe we need 
to be visited by the ghosts of Christmas past, 
present, and future for us to continue the gen-
erosity we have maintained throughout those 
itemizing years. A charitable heart is a charita-
ble heart.  With that said, there is another way 
some folks can give to their charitable organiza-
tions while possibly receiving a little tax relief 
beyond the new standard deduction.   

If you are at least 70 1/2, consider the Qualified 
Charitable Distribution (QCD) from your IRA.  
You can give up to $100,000 to a qualified char-
itable organization directly from your IRA.  Re-
member, once you are 70 1/2 you are required 
to take minimum distributions from your IRA 
annually, and these distributions are added to 
your adjusted gross income.  A Qualified Chari-
table Distribution is not.  And with a lower AGI, 
this may lower your tax liability itself.  Making a 
Qualified Charitable Distribution from your IRA 
not only lowers your taxable income, there may 
be other benefits as well.  Costs such as 
Medicare premiums, how your Social Security 

benefits are taxed, and eligible deductions are 
all figured from your AGI.1   

Points to Consider: 

• QCDs can be made from traditional or 
beneficiary IRAs. 

• The payment must be paid directly to the 
charity from your brokerage company. 

• QCDs only apply to what the IRS deems a 
“qualified charity.” 

• Keep records of the transaction.  
• Be sure to inform your tax consultant.2 

As always, I recommend you consult with your 
financial advisor, tax consultant, and/or your 
attorney for specific advice for the most suitable 
tax strategy for your situation.  

However you decide to give and with what tax 
benefits you may receive, there are always two 
beneficiaries:  generosity is both a gift to the 
recipient and to the giver.   Scrooge may have 
needed a little extra help to see this, but in the 
end it is said “[h]e became as good a friend, as 
good a master, and as good a man, as the 
good old city knew, or any other good old city, 
town, or borough, in the good old world.”3  
      
1 Ruffenach, Glenn. (Sept 23, 2018)  “What’s a QCD—and Why Taxpay-
ers Need to Know the Answer Now."    www.wsj.com/articles/whats-a-
qcdand-why-taxpayers-need-to0know-the-answer-now-1537754522. 

2 Marotta, David John. (April 28, 2016) “Qualified Charitable Distributions 
(QCDs) from IRAs.” www.forbes.com/sites/davidmarotta/2016/04/28/
qualified-charitable-distributions-qcds-from-iras/#441b627641f1 

3 Dickens, Charles.  A Christmas Carol and other Stories.  New York: 
Modern Library, 1995. Print 

The IRS website, www.irs.gov/retirement-plans-faqs-regarding-IRAs-
distributions-withdrawals, was also referenced in the preparation of this 
article. (February, 2019). 

About Jack:

Jack Davis is the founder and CEO of 
Navigation Retirement Group, an 
independent wealth management firm 
serving high achieving retirees and 
pre-retirees with investable assets 
between one and ten million dollars. 
For nearly three decades he has been 
using his asset management and 
financial planning skills to develop 
and implement planning strategies 
that help pursue his clients’ unique 
goals. Passionate about education, he 
holds a Masters in Personal Finance 
and the CERTIFIED FINANCIAL 
PLANNER™ credential. He is also 
the author of Cash Out! Retire on 
Your Terms, Live Well and Die Happy, 
a book that gives pre-retirees and 
retirees planning tools and insights 
that can help them flourish throughout 
retirement. Based in Oro Valley, he 
and his team serve clients throughout 
the greater Tucson area and around the 
country. Learn more by connecting 
with Jack on LinkedIn or visiting 
www.navigationretirement.com.
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Don’t Let Volatility Shake Your Composure

Rudyard Kipling’s poem IF — opens like this: 

“If you can keep your head when all about you / 
Are losing theirs and blaming it on you / If you 
can trust yourself when all men doubt you / But 
make allowance for their doubting too. . .”1 

It’s a concept that applies to investing, as well 
as life. 

Investors with long-term financial goals are 
likely to experience more than one market 
downturn.  If they want to reach those goals, 
it’s important to stay calm and keep a long-
term perspective when a correction or bear 
market arrives. 

It’s not easy to do. 

The benefits of volatility

It may help to remember that market volatility, 
historically, has been a normal part of invest-
ing – and fluctuations can have benefits.2 For 
instance, when share prices drop, there may 
be opportunities to ‘buy low’ or purchase at-
tractive investments at lower prices.3  

Consider what happened during the 
global financial crisis. The S&P 500 
peaked in October 2007 and then lost 
more than half its value by March 
2009. It dropped from 1,549 to 677.4  

Investors who decided it was prudent 
to sell in early 2009 suffered consid-
erable losses. Those who held onto 
their shares benefitted from the mar-
ket’s rebound. The index began its 
upward move in 2009 and hit new 
highs in 2013.5  

Investors who bought shares of com-
panies with sound fundamentals as 
the market dropped may have earned 
even higher returns.  

Keep your perspective

Some analysts have suggested the 
United States may be headed into a 
recession (a period of weaker eco-
nomic growth) in 2019 or 2020.3 Of-
ten, a bear market (a period when 
share prices fall by 20% or more) ac-
companies a recession.  

If our country enters a recession and 
share prices fall, a carefully allocated 
portfolio may help reduce the impact 
of the market downturn.  In addition, 
there may be opportunities to buy low, 
which is an important goal for many 
investors. 

Investors may have questions or con-
cerns at any time – during a recession 
or during an expansion. If you need 
answers, get in touch with us. We’ll 
share our perspective, review your 
portfolio, and make any changes you 
decide are needed.   

	 	 	 	 	 	 	 	 	 	 	 

	 

1 Rudyard Kipling, ‘If—,’ The Poetry Foundation, accessed August 6 2018. 

[https://www.poetryfoundation.org/poems/46473/if---]

2 Vivian Ning, ‘Buying The Dip: Did Your Portfolio Holding Go On, Sale?’ S&P Global Market Intelligence, May 23, 2018, accessed 
July 25, 2018.  [https://www.spglobal.com/marketintelligence/en/news-insights/research/buying-the-dip-did-your-portfolio-holding-
go-on-sale] 

3 Raul Elizalde, ‘Why A Recession In 2019 Is Possible When Unemployment Is At 50-Year Lows,’ Forbes, June 2, 2018, accessed 
July 25, 2018. [https://www.forbes.com/sites/raulelizalde/2018/06/02/why-a-recession-in-2019-is-possible-despite-unemployment-
at-the-lowest-levels-in-50-years/#5f549f0256ca] 

4 https://finance.yahoo.com/quote/^GSPC?p=^GSPC (historical pricing) 

5 Howard Gold, ‘Opinion: This reliable indicator of a bear market in stocks — and a recession — just flashed a warning,’ Market-
Watch, July 9, 2018, accessed July 25, 2018. [https://www.marketwatch.com/story/this-reliable-indicator-of-a-bear-market-in-
stocks-and-a-recession-just-flashed-a-warning-2018-07-09] 

Photo source: Unsplash [https://unsplash.com/photos/hpjSkU2UYSU] 

OUR MISSION:

To improve the lives of 
our clients by delivering 

prudent cash flow, in-
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These materials are provided for general 
information and educational purposes 
based upon publicly available information 
from sources believed to be reliable—we 
cannot assure the accuracy or complete-
ness of these materials.  The information 
in these materials may change at any time 
and without notice.

Navigation Retirement Group is a regis-
tered investment advisor. Information 
presented is for educational purposes only 
and does not intend to make an offer or 
solicitation for the sale or purchase of any 
specific securities product, service, or 
investment strategy. It should not be 
considered specific investment advice and 
does not take into consideration your 
specific situation. Investments involve 
risk and unless otherwise stated, are not 
guaranteed.  Be sure to first consult with 
a qualified financial advisor, tax profes-
sional, or attorney before implementing 
any strategy or recommendation dis-
cussed herein.  

Securities and advisory services offered 
through Navigation Retirement Group.

Reader’s Corner

How long would you go without seeing your doctor?

How long should you go without a portfolio review? 
The benefit of a medical examination is to catch any troubling health risks 
as early as possible. The same can be true for your financial wellness. 

Complimentary Financial Check-Up 
Navigation Retirement Group offers a complimentary financial review with 
one of our wealth management professionals. We will review your retire-
ment portfolio, your estate planing goals, and offer you an independent 
second opinion. 

In order to continue providing our exceptional level of service to our exist-
ing clients, we accept a limited number of new clients each year. Those 

benefiting most from our services are retirees and pre-retirees with the following attributes: 

• Focus on quality of life. 
• Seek a distinct, relationship-based wealth management experience. 
• Achieved success in various aspects of their personal and professional lives. 
• Investable assets in excess of $1,000,000. 

If you meet these criteria and wish to take advantage of our complimentary consultation, please 
contact our office at (520) 818-7822.

Everyone has a different relationship with books:  the types of books
they like, their favorite places to read, and some have a preference for 
how the book is presented.  There are so many ways to consume the 
written word these days. I prefer an audio book; it gives me the oppor-
tunity to “read” a great book while performing some other task like 
building a deck!  Some like the ease of a Kindle while others love the 
feel of a real book in their hands.  Some like reading to be a solitary 
affair while others enjoy book clubs where they can have a shared 
experience, getting to know a story through the eyes of many.  We 
have even held book club meetings here at NRG.  We take turns 
choosing a book (preferably having to do with finance) and get togeth-
er weekly to discuss.  While this is educational and team building, it got 
me thinking about the types of books those around me enjoy reading 
on their own and how they prefer to read.  Knowing what a person 
likes to read gives you an insight into who they are and what drives 
them.  Right now I am reading The Power of Now by Eckhart Tolle 
(audio).  What does that say about me? 

Here’s a look at what’s being read at NRG:

Vanessa: The Archaeology of Southeast Arizona: A Class I Cultural 
Resource Inventory by Gordon Bronitsky & James D. Merritt. Print

Stefanie: Queen Anne: The Politics of Passion by Anne Somerset. 
e-book
 
Monica: The Elegance of the Hedgehog by Muriel Barbery.  Print 

Sheila: Katherine by Anya Seton.  Print 


