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Economic & Market Perspectives

Markets turned sharply negative in
the first quarter of the year as the
COVID-19 pandemic and social
distancing brought certain areas in
the global economy to a halt. U.S.
equities dropped by the most in a
quarter since 2008, with small cap
being the worst performer at
-30.6% and large cap stocks re-
turning -19.6%. The global spread
of the virus led to a sell-off in
international equities, which deliv-
ered double-digit negative returns
as well. Fixed income played its
defensive role and delivered a
positive return of 3.1%, as the
Federal Reserve cut interest rates
to zero and announced unlimited
quantitative easing. And while
global high vyield outperformed
equities, it still finished the quarter

at -15%, given concerns around
the effect of shutdowns. Addi-
tionally, commodities dropped by
-23.3% with the double shock of
decline in demand and a plunge in
oil prices after a rise of tensions
between Saudi Arabia and Russia.

While the outlook for the rest of
the year is highly uncertain, inves-
tors should remember that the
disruption will eventually end and
the economy will bounce back
once the virus is contained. It’s
important to remember that while
each market disruption is different
we have been through them be-
fore and always persevered. In
times like these, we try to take
advantage of the fear and disloca-
tion in the market. Though it

Risk Tolerance and Investment Goals

2020 Returns

S&P 500 -19.60%
NASDAQ -10.29%
Russell Small Cap -30.61%
Russell Mid Cap -27.07%
MSCI EAFE -22.83%
MSCI World -21.05%

Barclay US Agg. Bond 3.15%
Barclay Municipal Bond ~— -0.63%

doesn’t feel good in the moment
these are the periods that we look
to sow the seeds of long term out
performance.

Source: J.P. Morgan Asset Management

Riding the rollercoaster of a volatile market brings a whole range of emotions. And with those emotions often
come decisions that aren’t always rooted in logic and data. The cycle of emotions an investor encounters as the
markets go up and down can have a drastic impact on the decisions made within his or her portfolio. As fear and
panic set in, investors may sell at the wrong time. Conversely, as the markets are on the rise, many investors may
gain more confidence about investing in the market again.

By removing human intervention from the investment process, you can mitigate the risk associated with the cycle
of investor emotions.
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Bear Markets Come and Go

The longest bull market in history lasted
almost 11 years before coronavirus fears and
the realities of a seriously disrupted U.S.
economy brought it to an end.

If you are losing sleep over volatility driven
by a cascade of disheartening news, it may
help to remember that the stock market is
historically cyclical. There have been 10 bear

Bear markets are typically defined as de-
clines of 20% or more from the most recent
high, and bull markets are increases of 20%
or more from the bear market low. But
there is no official declaration, so in some
cases there are different interpretations re-
garding when these cycles begin and end.

On average, bull markets have lasted longer

Bear Markets Since 1950 Calendar Days U.S. Stock Market Decline
to Bottom (S&P 500 Index)

August 1956 to October 1957 446 -21.5%
December 1961 to June 1962 196 -28.0%

February 1966 to October 1966 240 -22.2%
November 1968 to May 1970 543 -36.1%

January 1973 to October 1974 630 -48.2%
November 1980 to August 1982 622 -27.1%

August 1987 to December 1987 101 -33.5%

July 1990 to October 1990 87 -19.9%0*

March 2000 to October 2002 929 -49.1%

October 2007 to March 2009 517 -56.8%

*The intraday low marked a decline of -20.2%, so this cycle is often considered a bear market.

markets (prior to this) since 1950, and the
market has recovered eventually every time.

Recessions and Expansions

(1,955 days) than bear markets (431 days)
over this period, and the average bull market

advance (172.0%) was greater than the aver-
age bear market decline (-34.2%).

The bottom line is that neither the ups nor
the downs last forever, even if they feel as
though they will. During the worst down-
turns, there were short-term rallies and buy-
ing opportunities. And in some cases, peo-
ple have profited over time by investing
carefully just when things seemed bleakest.

If you're reconsidering your current invest-
ment strategy, a volatile market is probably
the worst time to turn your portfolio inside
out. Dramatic price swings can magnify the
impact of a wholesale restructuring if the
timing of that move is a little off. A well-
thought-out asset allocation and diversifica-
tion strategy is still the fundamental basis of
good investment planning. Changes in your
portfolio don't necessarily need to happen
all at once. Try not to let fear derail your
long-term goals.

The return and principal value of stocks fluctuate
with changes in market conditions. Shares, when
sold, may be worth more or less than their original
cost. Asset allocation and diversification are methods
used to belp manage investment risk; they do not
guarantee a profit or protect against investment loss.

The S&P 500 is an unmanaged group of securities
that is considered to be representative of the U.S.
stock market in general. The performance of an
unmanaged index is not indicative of the perfor-
mance of any specific investment. Individuals cannot
invest directly in an index. Past performance is not a
guarantee of future results. Actual results will vary.

Source: Yahoo! Finance, 2020
(data for the period 6/13/1949 to 3/12/2020)
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The Psychological Pitfalls of a Market Cycle
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THE PSYCHOLOGICAL PITFALL

In order to achieve their long-term investment goals, investors must make rational, informed decisions. Yet, many fall
victim to the emotional roller coaster of a typical market cycle. Below, we illustrate the mentality of the herd.

EUPHORIA OVERCONFIDENCE CBOE VOLATILITY INDEX

Investors share a The herd continues to
collective dopamine increase their position
rush as markets peak despite high valuations i
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Market demand jumps as
the herd rushes in to buy
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Investorsignore
the warning signs
as market demand
weakens

Due to the COVID-19
pandemic, the CBOE
Volatility Index (VIX)
reached its highest level
since the Global Financial
Crisis on March 16th, 2020.

In uncertain times like
these, it's important for
investors to keep their
emotions in check and
stick toa long-term
investment plan.

The herd's sentiment r
begins to warm, only
after prices have risen A
Prices plummet as the
herd rushes to sell

UNCERTAINTY
The herd hesitates
and misses the
optimal window to

enter the market @

CAPITULATION AGONY DEPRESSION

The herd accepts its Steep losses take a psychological  The herd is indifferent
losses and completely toll on many investors, and the as markets inevitahly
exits the market sentiment cycle restarts begin their recovery

DISBELIEF
After previous losses, the fear of
losing more money outweighs all else

‘SOURCE: NEW YORK LIFE INVESTMENTS, 2020, THE CHART IS HYPOTHETICAL AND
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Rationalinv S
recognize the attractive
valuations early in this

stage and act confidently
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Disciplined investors
restrain themselves
from participating in
panic buying

e face of volatility,

@ their convictions and avoid
making rash decisions

Time

Having weathered the
storm, rational

once again see an
attractive opportunity

Due Date for Federal Income Tax Returns Postponed to July 15

Due to the coronavirus pandemic, the due
date for filing federal income tax returns and
making tax payments has been postponed
by the IRS from Wednesday, April 15, 2020,
to Wednesday, July 15, 2020. No interest,
penalties, or additions to tax will be incurred
by taxpayers during this 90-day relief period
for any return or payment postponed under
this relief provision.

The relief applies automatically to all taxpay-
ers, and they do not need to file any addi-
tional forms to qualify for the relief. The
relief applies to federal income tax payments
(for taxable year 2019) and estimated tax
payments (for taxable year 2020) due on
April 15, 2020, including payments of tax on
self-employment income. There is no limit
on the amount of tax that can be deferred.

Under this relief provision, no extension is provided
Jfor the payment or deposit of any other type of federal
tax, or for the filing of any federal information

return.
Need more time?

If you're not able to file your federal income
tax return by the July due date, you can file
for an extension by the July due date using
IRS Form 4868, Application for Automatic
Extension of Time to File U.S. Individual
Income Tax Return. Filing this extension
gives you an additional three months (until
October 15, 2020) to file your federal tax
return. You can also file for an automatic
three-month extension electronically (details
on how to do so can be found in the Form
4868 instructions). There may be penalties
for failing to file or for filing late.

Filing for an extension using Form 4868
does not provide any additional time to pay
your tax. When you file for an extension,
you have to estimate the amount of tax you
will owe and pay this amount by the July
filing due date. If you don't pay the amount
you've estimated, you may owe interest and
penalties. In fact, if the IRS believes that
your estimate was not reasonable, it may
void your extension.

Tax refunds

The IRS encourages taxpayers seeking a tax
refund to file their tax return as soon as
possible. Apparently, most tax refunds are
still being issued within 21 days of the IRS
receiving a tax return.
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The Anatomy of the $2 Trillion COVID-19 Stimulus Bill

CARES Act $2 trillion

CORONAVIRUS AID, RELIEF, AND ECONOMIC SECURITY ACT

l— Here’s where the money is going
$300.0B Cash payments*

$260.0B Extra unemployment payments*

$43.7B Student loans, other*

$425.0B Loans for corporationst

Large corporationst

$25.0B Wages and benefits (passenger)
$4.0B Wages and benefits (cargo)
$3.0B Contractors

$26.0B Airlines (other)

$17.0B “Required for national security”

Small businesses $350.0B New loans

$377.0B

$17.0B Relief for existing loans
$10.0B Grants

State & local governments
$339.8B $274.0B COVID-19 response

$14.0B Higher education
$13.0B K-12 schools

b : $5.3B Family programs
Public services $5.0B Block grants

$179.53 B H $28.5B State and local (other)

$100.0B Hospitals

$20.0B Veterans' health care
$16.0B Stockpiled equipment
$15.5B SNAP N
$11.0B Drug access

$8.88 Child nutrition
$4.3B CDC programs and response

* Estimated - %
@ + Final distribution to be determined by Secretary of the Treasury. B 2‘1,'325(2‘%'5"1‘)’;'“ health centers

Up to $454B of unused money can be used to generate loans through the Federal Reserve. $0.025 FOApriortiat
S rioritization of drugs
Adapted from chart by u/SevenandForty $o05n Punlh sens fothen) 9

The unprecedented response to the COVID-19 pandemic has prioritized keeping people apart to slow
the spread of the virus. While measures such as business closures and travel restrictions are effective at

fighting a pandemic, they also have a dramatic impact on the economy.

To help right the ship, the Coronavirus Aid, Relief and Economic Security Act, also known as the CARES
Act—was passed by U.S. lawmakers in late March with little fanfare. The act became the largest eco-
nomic stimulus bill in modern history, more than doubling the stimulus act passed in 2009 during the

Financial Crisis. Broadly speaking, there are five components to the COVID-19 stimulus bill:

Category Total Amount Share of the Package
Individuals / Families $603.7 billion 30%

Big Business $500.0 billion 25%

Small Business $377.0 billion 19%

State and Local Government $340.0 billion 17%

Public Services $179.5 hillion 9%

Financial Solutions’ newsletter is published for the exclusive use of onr clients and friends and is not intended as investment, legal or tax advice. This newsletter was prepared using information from

third-party sources, which we believe to be reliable; however, we have not andited the data from these sonrces and are not responsible for its accuracy.



