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Recovery Rebates, PPP and Market Crisis Update 

Recovery Rebates 
Many folks do not realize 
the $1200/$2400/$500 
also known as the 
"Economic Impact 
Advance" is an advance 
on a 2020 tax credit.   

CNBC reports: “Last tax 
season about 72% of taxpayers received a refund 
worth about $3,000. That’s a lot of money that 
people could use right now.”  That would imply 
that your refund for 2020 would be reduced by the 
advanced credit, or if you owed money, you 
would owe that much more. Thus, it seems that 
the $1200 is really a loan that is repaid - but it is 
unclear and confusing. 

I asked a tax accountant about this confusion. 
She replied: "We contacted our accounting group 
who are in touch with Washington, and at first 
they said Taxpayers will not pay that back when 
they file their 2020 Tax Returns but now we heard 
that when you file your 2020 Return and your 
refund happens to be 3,200 then if you had 
received 1,200 your refund would be 2,000.  Not 
sure if this will be put in writing but if taxpayers 
feel that they have to pay that back it is not going 
to be pretty.  At this time, I am not telling them 
that they will have to pay that back.  

"Things may change as time goes on and if they 
all realize how much money will be going out and 
many will be receiving that 100K Grant [PPP 
program] for free if businesses keep their 
employees, taxpayers would want something too. 
Yes, if a Taxpayer owes on their 2020 return like 
2,000 then they would really owe 3,200.  I would 
hate to tell them that news!" 

IRS has announced that for taxpayers who do not 
have their banking information on their tax 
returns, a portal will be developed to add banking 
information so the advances can be sent 
electronically vs. the slow process and intense 

work needed to mail checks to millions of folks. 
As of 4/2/2020, direct deposits will start going out 
on 4/15 and paper checks starting early May. 
Distributions will not be completed until mid-
August or later.  

The Paycheck Protection Program (“PPP”) 
Loan Program  
This program is to maintain company payrolls and 
starts taking applications Friday April 3rd on a 
"first come first served" basis. Some believe the 
$349 billion available could reach its limit very 
quickly. That may leave nothing available for the 
self-employed program that starts the following 
Friday. You must find a participating lender and 
meet with them and do the application. 

As of 4/2/2020, banks are reporting they may not 
yet be able to process PPP since the Treasury 
has not yet issued guidelines.  Many other issues 
are being raised that may significantly delay 
implementation. Estimated demand is at least 
three times the funds currently available.  

There is lots of confusion on details. For example, 
the final version of the bill, signed by President 
Trump includes the section “(bb)” which includes 
independent contractors in your payroll costs 
calculations. However, the Treasury guidance on 
this bill indicates that independent contractors will 
NOT be included in payroll cost calculations.  

Market Crisis Update 
For the 1st quarter 2020 the Dow had its greatest 
and fastest decline in history, with similar declines 
in most market indexes. Some oil-related 
companies are down 80%.  In the last week of the 
quarter, the year-to-date loss recovered from 
down about 35% from highs in February to "only" 
down about 20-25%. We know April is going to be 
terrible, with many new infections plus an almost 
complete shutdown of the economy.  

April started off with the Dow and S&P500 having 
the worst start to a quarter in history, as investors 
braced for the painful expected peaking of the 
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coronavirus over the next few weeks in many 
states. There continues to be  market panic over 
the spread of the virus in the U.S., the slow 
governmental response, the problems in 
distribution to hospitals of needed supplies, and 
the expected high number of deaths.      

First-quarter earnings will also start being 
reported in April. Analysts have struggled to pin 
down the effects of the pandemic on the just 
completed quarter and what it means for the 
coming quarter. 

I continue to hope for and expect a sharp market 
recovery with the historic rescue/support of $2 
trillion from Congress and even more $trillions of 
"unlimited" support from the Fed, which is far 
beyond what was done in 2008."  

While nothing is assured, many analysts believe 
we may be at or near the market bottom. Holding 
out or buying at these currently deeply depressed 
market values, for those with cash available could 
turn out very well over the long term, as with prior 
virus-related market declines. This major crisis 
will pass just like all others.  

Financial Times 3/29/2020 reports on three large 
US hedge funds that have been closed for many 
years to new investors. They have opened and 
started to raise $billions because more investors 
see the opportunities in the current market decline. 
“The selective reopening illustrates how the large 
drop in asset prices driven by the coronavirus 
pandemic has left managers preparing to replenish 
their firepower and capitalize on what many see 
as a historic buying opportunity not seen since the 
aftermath of the 2008 financial crisis.  We’re hearing 
from a lot of managers [in Europe] that they’re 
setting up new investment vehicles to take 
advantage of the dislocation, said the co-founder of 
Sussex Partners, which advises institutions on 
investing in hedge funds.” 

Fed Action in Bond Markets 
The Fed for the first time had to step in to rescue 
the municipal bond market and bond ETFs, since 
there were so many sellers and so few buyers. 

ETFs were especially a concern since you don’t 
own any investments directly, just participation 
units. The authorized participants who usually 
balance off buys and sells, did not do so. The Fed 
used Blackrock to inject Fed money to replace the 
authorized participants who were no longer acting 
as market makers.  

 

More Stimulus? 
Both parties and Trump are now talking about yet 
another $trillion support package to help cities and 
to fund a massive infrastructure program. While all 
these $trillions have raised the deficit to levels not 
seen since World War II, the argument is to take 
advantage of near-zero interest rates on the 
Federal debt. 

High Dividend Funds as Conservative 
Options? 
Based on a question from a client about the 
potential of using Sustainable or Rising Dividend 
Stocks for a more conservative portfolio, I did a 
detailed research report. I compared some of the 
best Morningstar-rated dividend value stock 
managers and compared them over various time 
periods to my recommended growth managers.   

My analysis supports my long-held view that high- 
dividend stocks even with some of the highest rated 
managers have not held up significantly better in 
down markets such as the last month or year-to-
date. Over longer periods which combine good and 
bad markets they have massively underperformed 
– as indicated by comparing their 1, and 3-year 
average returns. While nothing can be assured, 
sticking with large growth mangers would seem to 
have the best recovery potential in the current 
market crisis.  My complete analysis is available 
upon request. 
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