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October Market Rundown:   

In October, investors were bombarded with news 
surrounding the economy, elections, and Covid-19.  Curiously, 
market volatility was subdued, especially compared to what 
was expected.  Broadly speaking, it seems there were enough 
developments falling into the “plus” and “minus” columns 
that the effects were mostly offsetting: 

In the Plus Column: 

• U.S. third quarter real GDP grew at a record pace, rising at an annual rate of 33.1%.   

• The Conference Board’s Leading Economic Index (LEI) continues trending upward.  

• Quarterly corporate earnings are smashing expectations.   

• The progress of Covid-19 therapeutics and vaccinations is very encouraging.   

In the Minus Column: 

• After subsiding over the summer, escalating “lockdowns” are on the horizon.  

• In the U.S., additional fiscal stimulus is not going to happen prior to the elections and the 
Federal Reserve is operating with a limited tool set to combat another downturn.   

• It seems increasingly likely there could be a disputed election which may escalate civil 
disorder and uncertainty for investors.  

HWM Portfolio Positioning: 

In our balanced strategies, during October we reinstituted a 10-15% allocation to U.S. Treasury 
Bonds via the DFA Intermediate Government Fund (DFIGX).  This was a top performing position and 
excellent source of diversification within portfolios during the March 2020 downturn, rising +7.25% 
from 01/01/2020 through 03/23/2020 (the YTD low for S&P 500), while the S&P 500 fell -31% (per 
Morningstar).  While it’s not our base case, if markets were to decline after the election, we think 
this fund can serve as ballast for portfolios and a source of cash for rebalancing.  Within equity 
allocations, our focus remains on investing in businesses with strong balance sheets, attractive 
valuations, and exposure to long term secular growth trends.  YTD, equity allocations have 
outperformed benchmarks such as the S&P 500 or MSCI ACWI Indices by declining relatively less in 
the March downturn, but still participating in the subsequent rebound.  Thus far, Q3 earnings 
reports indicate financial strength and growth trends for portfolio holdings are intact.   

Performance Dashboard as of October 31, 2020 Source: DFA Returns Web 
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October: -2.14% -2.66% +2.09% -3.98% +2.08% +.31% -.37% 

YTD: -1.29% +2.77% -6.77% -10.44% +1.15% +3.28% +23.83% 

https://www.bea.gov/news/2020/gross-domestic-product-third-quarter-2020-advance-estimate
https://www.conference-board.org/pdf_free/press/US%20LEI%20PRESS%20RELEASE%20-%20October%202020.pdf
https://www.streetinsider.com/ec_beat.php
https://www.fda.gov/news-events/press-announcements/fda-approves-first-treatment-covid-19
https://www.theguardian.com/world/ng-interactive/2020/oct/29/covid-vaccine-tracker-when-will-a-coronavirus-vaccine-be-ready
https://apnews.com/article/europe-us-shutdowns-virus-surge-covid-19-a8b0d7b63fde5b9d289cabf06ae367bf
https://www.cnbc.com/2020/10/28/the-fed-.html
https://time.com/5903361/contested-election-history/
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Yearend Financial Checklist: 

1. Max Out Your Retirement Plan Contributions:  The 2020 IRA contribution deadline 
coincides with the tax filing deadline next year, but the ability to contribute to most 
company retirement plans for 2020 is December 31st.  Now is a good time to make sure you 
are on pace to meet your contribution limits (or at least your yearly savings goal).    

2. Use Remaining FSA Funds:  While some FSA’s (Flexible Spending Accounts) come with a 
grace period that goes into 2021, many require funds to be used by year end or be forfeited.  
Make sure you know where you stand so you don’t forfeit any money. 

3. Consider a Roth IRA Conversion:  For many reasons, 2020 is a great year to consider a Roth 
IRA conversion.  We’ve covered this strategy extensively in past newsletters and in client 
meetings, so I won’t go overboard on the subject now.  But, if you haven’t evaluated 
whether a Roth IRA conversion makes sense for you, there’s still time. 

4. Be Strategic with Charitable Giving:  Consider utilizing charitable giving strategies to 
leverage your donations and reduce your taxes (see section below).  The CARES act offers 
expanded deductions and new deductions limits for individuals and corporations this year.   

5. Goal Setting:  If you are like me, it will be nice to put 2020 in the rearview mirror.  Get 
started now by contemplating new goals for 2021. 

Charitable Giving Strategy: 

By incorporating charitable goals into your comprehensive financial plan, you can better optimize 
your philanthropy.  Numerous tax deductions, credits, and other incentives are available through 
the government for being generous to others.  Here are a few ideas to discuss with your tax and 
financial advisors: 

• QCD’s:  For those at least 72 years old, qualified charitable deductions (QCD’s) can be used 
to satisfy IRA RMD requirements, up to $100k annually tax free.  

• Donate Appreciated Assets:  Donating appreciated assets instead of cash may reduce 
capital gains taxes and generate deductions at the same time.  Many assets may qualify 
including: Stocks, private business interests, and real estate. 

• Utilize Donor Advised Funds (DAF’s):  DAF’s are accounts designed to invest, grow and give 
money to charity.  While a deduction is available in the year a DAF donation is made, you 
can choose to “grant” money to charities in future years at your discretion.   

• Donation Bunching: “Bunching” donations intended for several years into a single year may 
help you qualify to itemize your taxes (rather than use a standard deduction).  This can be 
particularly beneficial in years where your earned income is high, or you do Roth IRA 
conversion.   

• Review State Specific Tax Incentives:  Many states offer tax incentives to encourage 
different types of charitable giving.  For example, the Colorado Child Care Contribution Tax 
Credit (CCTC) offers a 50% Colorado state tax credit (up to $100k) for each dollar 
contributed to qualified child care facilities and programs (if you itemize).  Contributions 
may be eligible for a Federal tax deduction in addition to the state tax credit.   

 

https://www.thestreet.com/retirement-daily/saving-investing-for-retirement/a-perfect-storm-for-roth-conversions-in-2020
https://www.fidelitycharitable.org/articles/what-the-cares-act-means-for-charitable-giving.html
https://www.vanguardcharitable.org/giving-with-vc/how-it-works
https://www.vanguardcharitable.org/giving-with-vc/how-it-works
https://www.colorado.gov/pacific/sites/default/files/Income35.pdf
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The information published herein is provided for informational purposes only, and does not constitute an 

offer, solicitation or recommendation to sell or an offer to buy securities, investment products or 

investment advisory services. All information, views, opinions and estimates are subject to change or 

correction without notice. Nothing contained herein constitutes financial, legal, tax, or other advice. The 

appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives. 

These opinions may not fit to your financial status, risk and return preferences. Investment 

recommendations may change, and readers are urged to check with their investment advisors before 

making any investment decisions. Information provided is based on public information, by sources 

believed to be reliable but we cannot attest to its accuracy. Estimates of future performance are based on 

assumptions that may not be realized. Past performance is not necessarily indicative of future returns. 

Investment Advisory Services offered through Heirloom Wealth Management LLC, a Registered 

Investment Adviser. 

 

 


