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Congress and The White House 
Channel Their Inner Mr. Rogers?

In a rare (and mildly unexpected) show-
ing of bipartisanship, Congress passed 
and President Trump signed the clumsily 
named Setting Every Community Up for 
Retirement Enhancement (SECURE) Act on 
December 20, 2019. I’m not sure why 
legislation needs to spell something, but 
clearly our  leaders 
in Washington think 
so. I kind of miss the 
old days where the 
title of the Act was 
illustrative of what 
the new law actually 
covered.

There must really 
be something to the 
name, because the 
House originally 
passed the SECURE 
Act in May by a vote of 417 to 3. The 
Senate had its version entitled the Retire-
ment Saving and Security Act (blandly 
shortened to RESA, btw). After reconcil-
ing the House and Senate versions, they 
decided on the name SECURE, but at the 
cost of over 100 votes. The final version of 
the SECURE Act passed the House 297 to 
120 and in the Senate it passed 71 to 23.

The SECURE Act is the most significant 
overhaul of retirement plans since the 
transparently titled Pension Protection Act 
of 2006. See what I mean? That’s how 
you name an act of Congress. No ad-
ditives, no preservatives…it’s probably 
even organic and gluten-free.

Overall, this legislation is a real snoozer. 
There are 29 provisions of the Act and 

this article is not intended to cover all of 
them. Many of the provisions on the Act 
apply to employers and the retirement 
plans they offer. Some provisions go into 
effect in 2020 and some not until 2021. 
Please consult with your tax advisor, at-
torney, or employer’s HR department for 

anything specific 
to you and/or your 
employer.

Removal of Age Re-
striction for IRA Con-
tributions
Under the old rules, 
once you turned 
70½ you couldn’t 
contribute to an IRA. 
Now if you have 
earned income, you 
can contribute de-

pending on how high your income is.

Increase of RMD Age from 70½ to 72
Under the old rules, once you turned 
70½, you had to start taking Required 
Minimum Distributions (RMDs) from your 
IRAs, 401(k)s, 403(b)s, etc. Now that re-
quirement has been pushed back to age 
72. If you turned 70½ prior to January 1, 
2020, you have to continue under the old 
rules. Darn.

Elimination of “Stretch” Provisions
Under the old rules, non-spouse beneficia-
ries could “stretch” their distributions from 
their inherited retirement plans over their 
life expectancies. These “stretch” provi-
sions are very powerful and can signifi-
cantly lower (or at least spread out) the 
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Market Commentary: The Economy and 2020 Politics
Written January 16, 2020

As we’ve already recapped in prior 
commentaries, 2019 was a banner 
year for stocks thanks to a substantial 
assist from the Federal Reserve.  Many 
of the dire warnings and predictions 
for 2019 didn’t come to pass – the 
US-China trade war didn’t grind GDP 
to a halt, China didn’t enter into a 
substantial growth slump, flat earnings 
didn’t depress stock prices, and the 
inverted yield curve didn’t make 
investors blink for long.  Not only was 
the S&P 500 up almost 30% and the 
Dow Jones up 22%, it was a pretty low 
volatility year also. 

What about 2020?  How do election 
years impact markets? 

Since the beginning of the traded 
securities market, there has been 
debate about the correlation between 
election years and market gains or 
losses.  Election years are unique in 
their own right but this one is shaping 
up to be like nothing we’ve ever seen.

The previous presidential elections 
going back to 1928 showed a positive 
S&P 500 85% of the time in the six 
month period leading up to election 
day.  The S&P 500 was positive 55% 
of the time three months before the 
election.

But is there really a significant 
correlation between stock performance 

and an election year, or is it just 
coincidence? A significant correlation 
implies that it has a strong effect on 
market performance even in the face of 
headwinds.  For instance, if recession 
risk were moderately high but elections 
had a significant positive effect on 
markets, would the election be enough 
to sway the market into positivity?

If you take a look at 2000 and 2008, 
those were election years with negative 
performance because the economy 
was on the brink of recession or 
already in one.  With positive markets, 
I would contend that they were positive 
not because it happened to be an 
election year but because growth was 
positive and recession risk was low.  
Perhaps the fact it was an election 
year tipped what was already going 
to be a positive year into being a bit 
more positive.  But if recession risk 
is moderately high, I don’t think the 
power of an election is going to hold 
any sway over the negative forces of 
such a risk.

That brings me back to what I’ve been 
preaching for years now: fundamental 
indicators drive the market.  
Unemployment, earnings, GDP growth, 
interest rates, stock buy-backs, tariff 
impacts and other data-driven metrics 
are what change the overall direction 
of the market.  While politics, tweets, 
and headlines may shake stocks in the 
short term, they don’t have enough 
power to change a stock’s course over 
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the long term.  As a caveat, political 
decisions like tariffs and taxes can 
impact fundamentals.  That impact can 
then have the power to change the 
course of the market.  But pure politics?  
Not so much in my opinion. 

As far as recession risk is concerned, 
it reached its highest levels since 2008 
by August 2019.  Earnings were flat to 
negative, investors were fleeing stocks 
as faster pace than even 2008, the yield 
curve inversion had started a recession 
warning clock, tariffs were hammering 
the already contracting manufacturing 
sector, and the labor market began 
showing signs of tightening.  But some 
of those warning signs began to wane 
as 2019 entered the fourth quarter and 
recession risk is lower now.  There are 
still risks of course, as there always 
are and always will be.  Investing in 
the stock market is not without risk 
and volatility.  But if earnings resume 
a positive trend, inflation stays under 
control, and the affect of tariffs begin 
to moderate, we could easily see 
an overall positive 2020.  A 15% 
pullback or more wouldn’t be out of the 
question between here and the end of 
the year, however.  So just remember to 
keep your objectivity about you when 
volatility strikes.  As long as we aren’t in 
a recession, those types of corrections 
have historically been short-lived.
**

- Victoria Bogner, CFP®, CFA, AIF®
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Wayne and Jude’s Next Adventure

Company founders, Wayne and Jude, 
are avid cyclists. It’s a bit intimidat-
ing. They live about 12 miles outside 
of town and ride into work just about 
every day.

They’ve been all over the US and a few 
years back, Wayne cycled 500 miles 
through the mountains of Nicaragua. 
They’ve literally ridden thousands of 
miles over the past few years.

This year, their escapades are taking 
them to Ecuador for a seven day, 500+ 
mile mountainous adventure with a 
group from The Lending Journey. More 
on them later, but they help facilitate 
loans for budding entrepreneurs in Nic-
aragua and Ecuador.

Wayne and Jude arrive in Ecuador on 
March 25th and assuming their bikes 
make the connections (they are flying 
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Investors cannot invest directly in indexes. The performance of any index 
is not indicative of the performance of any investment and does not take 
in accounts the effects of inflation and the fees and expenses associated 
with investing.

Some IRAs have contribution limitations and tax consequences for early 
withdrawals. Distributions from traditional IRAs and employer sponsored 
retirement plans are taxed as ordinary income and, if taken prior to 
reaching age 59½, may be subject to an additional 10% IRS tax penalty. 
For complete details, consult your tax advisor or attorney. Converting from 
a traditional IRA to a Roth IRA is a taxable event. A Roth IRA offers tax 
free withdrawals on taxable contributions. To qualify for the tax-free and 
penalty-free withdrawal of earning, a Roth IRA must be in place for at 
least five tax years, and the distribution must take place after age 59½ or 
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lifetime maximum). Depending on state law, Roth IRA distributions may 
be subject to state taxes.
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Additional risks are associated with international investing, such as 
currency fluctuations, political and economic stability, and differences in 
accounting standards.”

For a comprehensive review of your personal situation, always consult 
with a tax or legal advisor. Neither Cetera Advisor Networks LLC nor any of 
its representatives may give legal or tax advice.

tax burden of taking distributions from 
inherited retirement accounts.  There 
are a lot of moving parts to this, but the 
new law says instead of taking money 
out of the account over the beneficia-
ry’s life expectancy, they have to ex-
haust the account over ten years. You 
don’t have to take it out 10% per year, 
though. You can do nothing for nine 
years then liquidate the whole account 
in year ten for example. While the 
new law is a net-negative to the stretch 
concept, there are significant planning 
opportunities open to clients especial-
ly when it comes to Revocable Living 
Trusts, Charitable Remainder Trusts, 
and Irrevocable Life Insurance Trusts. 
Please contact a qualified estate attor-
ney for more information. If you don’t 
know one, let us know…we know sev-
eral.

Other Provisions
Under the old law, just about any dis-
tribution from a retirement account 
was taxable and if the account owner 

United, so you never know), they start 
riding on March 27th.

We’ll document their adventure on the 
MKFP Facebook page, so you can fol-
low along.

If Santa was RE-
ALLY good to you 
last year and he 
got you a Peloton 
stationary bike, 
you might even 
be able to follow 
along “live” from 
the comfort of 
your living room.

Happy pedaling 
and safe travels to 
our fearless lead-
ers!

was under 59½, there was an addi-
tional 10% penalty on the withdrawal. 
The SECURE Act eliminated the 10% 
early withdrawal penalty for birth or 
adoption of a child. Now prospective 
parents can withdraw up to $5,000 
without incurring the additional 10% 
penalty. While there are a few excep-
tions, the distribution itself, though, is 
still taxable.

Parents of college students can with-
draw up to $10,000 from a 529 plan 
to pay off student school loans. In the 
past, loan payments were not a “qual-
ified distribution.” Now they are. This 
change is retroactive to December 31, 
2018. That’s not a typo…this provision 
applies to distributions you made in 
2019.

This is only a brief overview of the SE-
CURE Act. It is not legal or tax advice. 
As always, feel free to reach out to us 
with any questions and there is a ton of 
information online.

- Peter Knutson CFP®, CLTC, AIF®
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Please join us on Friday, March 6th for 
the Theatre Lawrence production of 
Yours, Anne. 

20th Annual MK Night at Theatre Lawrence

A Cantata with Libretto by Enid Futterman and Music by 
Michael Cohen. Based on the Diary of Anne Frank, and the 
Play by Frances Goodrich and Albert Hackett

Propelled by the undying faith of a young girl on the threshold 
of life, Anne Frank’s heartbreaking and ultimately uplifting 
story enhanced with a moving and lyrical score, stirs our 
deepest emotions in a reminder of the enduring strength of 
the human spirit.

Seating is limited, so to reserve your tickets please RSVP 
to brenda@mcdanielknutson.com. Show starts at 7:30 pm; 
Seating at 7 pm; Doors open at 6:30 pm.

Save the Date!


