
Imagine yourself at the beginning of 2020. You know that within weeks a
novel virus will emerge that will shut down much of the global economy.
Businesses will close, sporting events will be canceled, your daily routine
will be altered, travel plans will be derailed, and tens of millions of
Americans will be thrown out of work.

There is no preventative vaccine, no cure, and the virus can be contracted
like the common cold or the flu via airborne contact. This will turn into a
health and economic crisis that no one alive has ever experienced.  It
sounds like a script created in a Hollywood studio. Yet, it’s the reality of
2020.

If you knew that a global pandemic and economic collapse was going
to happen, how would you have positioned your investment
portfolio?

Many would have correctly anticipated a swift sell-off in stocks as the virus
swept across the globe and the U.S economy went into hibernation. The
safety of cash or long-term Treasury bonds would have been alluring.

However, as the economy was on the precipice of its worst quarterly
decline on record (St. Louis Federal Reserve GDP data, April – June
quarter, quarterly records began 1947), the major market indexes touched
bottom in late March and began a remarkable rally that few thought
possible.

Since hitting a bear market low on 3/23/20, the S&P 500 gained + 47.3
(total return through 9/30/20.*  How on earth can the stock market perform
so well when the economy is doing so poorly?  

If you’re scratching your head, you’re not alone.  But we had a similar
experience during the Great Recession when the S&P 500 increased +
53.3% from the March 9, 2009 lows during its first 116 trading days.**
Again, at a time when the economy was on its knees.  

Rarely will the stock market reflect the current state of the economy.
 

We continue to see a huge divide between our current economy which is
depressed and the stock market gains.  Why?

That’s because the stock market attempts to price in the future.  As
remarkable as the rally of 2020 has been, the markets have simply been
pricing in a future where Covid-19 has either been eliminated or at worst,
well managed.  

The disconnect between the markets and the economy can be hard to
understand since both are reported together.  Although the two can
diverge, ultimately they are tied together.  An analogy I like to use is
seeing the market as a tugboat and the economy as the cargo ship.  

The two ships are connected by a steel cable who need to work together
to move out of the harbor.  While the two are together there can be a lot of
slack in the cable and the faster tugboat can quickly move forward.
 However, when the cable becomes taught, the weight of the cargo ship
will ultimately impact the forward speed.  

During the first half of the year we saw a stock market that raced well
ahead of the current speed of the economic recovery.  Yet, expectations
for the second half is to show a major economic recovery.  The Atlanta
Federal Reserve is expecting a 35% gain in 3rd quarter GDP reflecting
the reopening of the economy.  

However, with high unemployment and Covid-19 not yet controlled, we can
expect the weight of the economy to slow the forward momentum.  J.P
Morgan’s Dr. David Kelly describes a 2020 to 2021 GDP trend as “a
plunge, a bounce, a crawl and a surge.”

I believe the pace of our economic recovery will be uneven and, while the
economy may not be the same as before the pandemic, I remain
confident and bullish that Americans are a resilient people who will
persevere and adapt.

For more information, please read our article on the election and the
markets.

* The Wall Street Journal

**  Horsemouth:  A Recession and a Rally Like No Other; Sherry, Charles.

All of us in the Sandwich Generation are responsible for so many things,
our own children who are probably in their teens and thinking about
college; our aging parents who may be starting to need more help; our
own careers and our own physical health.  With so much going on it may
be hard to pick up on the small signs that our parents may need that extra
help from us.  

An early small sign: Are your parents’ bills being paid?

This may be one of the first signs that your parents may  be starting to
need more assistance with managing their finances.  If you have had “the
conversation” about their future health and how they may want your aid,
then you probably have access to their checkbook.  If not, you and they
may be in for a surprise as bills are not paid.  

One of the easiest ways to address this is to set up automatic
payments through their checking account to make sure that no important
bills are missed i.e. insurances, mortgage, car payments, etc.  You and
they can do this together and it helps maintain their autonomy and dignity.
 

For more information on how to begin to be more involved in your parents
lives without it being intrusive, please read the full interview with Tony
Nicholson below.  Tony is an Estate Planning Attorney who is also certified
in Elder Care law.  He was extremely helpful and important to me and my
family as my mother grew less able to care for herself.

Remember, I have been where you are now.  My personal experience
as well as my professional expertise can help you and your loved ones
plot a safe, dignified course through the challenges ahead.  Call me, I am
here to assist you.  

.

More and more Americans are living into their 80s and 90s and while that
may sound like a positive situation, the truth is that longer life also brings
major challenges to our physical and cognitive health. Many adult children,
like Chip Roe and his family, will be faced with these family health
situations.

Tony Nicholson is an Estate Planning and Eldercare attorney and was
instrumental in helping Chip and his family plan for and face the
challenges caused by his late mother’s developing dementia.

“Tony was my mother’s estate planning attorney and when my sisters and
I began to realize that her cognitive abilities were declining, we went to
Tony for help. We also knew that he was certified in elder law and that we
would need his expertise.”

As an estate planning attorney, many of Tony’s clients are older and as
they began to decline, he saw the need for further education to continue
to help them and their families in the best way possible.  He became a
Certified Elder Law Attorney by the National Elder Law Foundation.  He
has some great advice for families to plan ahead and avoid having to act
when a crisis occurs.  

Look for small signs.

He realizes that adult children often miss the signs that a parent may be
beginning a cognitive decline.  They may be fooled by the parents
seeming to be adhering to long-time routines or (in many cases) they
don’t want to acknowledge that their parent is being affected by age and
illness.  Some small signs he says to be aware of are:

Important bills not being paid – Maybe there are letters requesting
payment
Checks being written to new and multiple magazines or other
services
Answering solicitations through mail or phone calls

Always act with respect and dignity toward your family member.
Make a gradual transition.

Tony suggests that parents and their adult children hold a conversation
about what the parents' wishes are as they grow older.  It is not easy for
anyone to give up their autonomy and he suggests that a gradual
transition leaves the parents with their dignity. That conversation needs to
include end of life decisions as well.  

He recommends setting up a Revocable Trust with a trusted adult child or
other family member as the trustee.  This allows the parent to retain as
much control over their finances and life choices as they can manage for
as long as they can manage.  This allows the trustee to take control
gradually while the parent retains their dignity and sense of pride. It also
may make probate easier after the parents’ death.

According to Chip, “Tony did this for my mother and our family and the
gradual transition of decision making from my mother to me let my mother
remain “herself” for as long as possible.”

The process is important.

Tony makes it clear that his client is the parent and that is where his
fiduciary responsibilities lie. He always meets with the parent alone to
make sure he fully understands their wishes.  The more the process takes
place overtime the better it is for the parent and the whole family.  

An important issue - financial and legal advice.

For both our parents and ourselves, as we also age, this is a most
important issue.  It is vital that you get strong financial and legal advice to
make this turning point in life as calm as possible.  

 For more information you can contact Tony Nicholson at:

Anthony D. Nicholson 

McPherson, Rocamora, Nicholson, Wilson & Hinkle, PLLC

3211 Shannon Road, Ste 400

Durham, NC 27707

Phone: (919) 493-0584

Fax: (919) 493-0856

www.macroclaw.com

North Carolina Board Certified Specialist in Estate Planning, Probate Law
and Elder Law Certified Elder Law Attorney by the National Elder Law
Foundation

Markets don’t see red or blue but simply green.  Since 1933, the markets,
over the long-term have gone up regardless of party affiliation, a sweeping
win, or a divided party win.  Despite the loud noises from the media the
US economy does not dramatically change due to policy shifts or which
party is in power

Focus on the facts and the long-term.  That’s how YOU win.

Over the past 75 years the economy expanded around 3.0% under
both Democratic and Republican administrations.
Neither party can claim superior economic or financial market
performance.
Despite concerns about major government policy changes, business
investment and government spending have been remarkably
consistent as a percent of GDP.
Since 1932 Even through the enactment of major spending and tax
programs, the S&P 500 has still averaged returns of 10.7% returns
annualized between 1932 – 2018. *

Bottom Line

Don’t be swayed from your goals and financial strategy by election
rhetoric.  Focus on the historical facts and on the financial plan that we
designed together. That’s how you win.   If you have concerns or
questions, call me, I am always here to help you and your family.

* Capital Group; A Review of U.S. Presidential Elections, 9/30/2019

Capital Group: Guide to Investing in an Election Year,
http://www.capitalgroup.com/advisor/insights/articles/3-investor-mistakes-
election-year.html

 

What is a Roth IRA Conversion?  

A Roth conversion allows you to move funds from a traditional IRA or 401k
into a Roth IRA, which can change future withdrawals from being taxed to
being tax-free.  However, there is a cost to do this, which is paying
income taxes now so that future withdrawals can be tax-free.

Advantages of Roth IRAs:

No required minimum distributions (RMDs).  Required
distributions now begin at age 72 for traditional IRAs and 401ks.
Roth IRAs have no required distributions.
Flexibility with withdrawals. You can withdraw your converted
“principal” amounts without tax penalties after waiting five years.
 Earnings will be tax-free after age 59 ½.
Tax free distributions to heirs.  Roth IRAs pass to beneficiaries
income tax free making them more attractive than traditional IRAs,
which must be emptied and taxed within 10 years.
Tax Diversification.  No one knows what future tax rates will be.
 Having both Roth and Traditional IRAs allows for greater tax planning
in an uncertain tax future. 

Some common situations that have worked well for Roth
Conversions:

Recently retired but not yet age 72 – Consider partial Roth
conversions between the time you retire and when beginning Social
Security and/or age 72 required distributions (RMDs).
Years with high tax-deductible medical costs – sometimes high
medical costs can lower your tax bracket making Roth conversions
attractive.
Your spouse died this year – A Roth conversion can help offset the
“widow’s penalty,” which increases taxes to the survivor when having
to change from a joint to single tax status.  

 Should you consider a Roth Conversion?

Yes, if you feel tax rates will be higher in the future and you have the
money to pay the taxes outside of your retirement account.  Roth
conversions are not for everyone.  The decision to convert to a Roth IRA
requires input from your tax advisor as each person’s situation is unique.  

 

That quote of Aristotle’s really resonates with me.  During this time of
COVID -19 getting out in nature has enormous benefits for all of us. There
are thousands of studies that extoll the benefits of nature on mind and
body. So, whether you take a stroll around the neighborhood or bike or
hike on a nearby trail your overall well being will improve.  Here are a few
of the benefits that just 20 minutes a day outdoors offers:

Vitamin D which we can’t get naturally from food. The “sunshine
vitamin” helps our  bones and our minds stay positive.
Improved cardiovascular health and reduces incidences of diabetes.
Reduces stress hormones
Improved sleep
A great way to manage weight

So, observe social distancing and follow the health professionals
guidelines but do get outdoors!

Source:  

ps://www.forbes.com/sites/cassidyrandall/2020/04/09/why-going-outside-
is-good-for-you
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