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The subject of this r epor t is probably the last thing I thought we'd be 
addressing this year.  Coming off  of a banner  year  in the markets in 2019, 
hopes were high for  continued economic and investment grow th.  Whi le 
there was some concern that the market was at a point of fair , i f  not over - 
valuation, i t 's safe to say that nobody expected what was to come.  
However , l i fe has a way of throw ing cur ves, and we al l  need to adjust our  
tactics to continue hi tting and scor ing in our  por tfol ios and our  per sonal 
l ives.  This is an unprecedented per iod in histor y, and as we are in the 
process of digesting the dai ly data and evaluating what this per iod means 
for  professional advisor s as well  as cl ients, some themes are emerging, 
which I w i l l  attempt to address in this communication.  The goal is to 
provide you w ith ideas and concepts to weather  this storm, and come out 
on the other  side w ith your  f inances intact.

Wealt h Preservat ion & Financial Planning
I t probably goes w ithout saying, but have an up-to-date f inancial plan in 
place.  Have this completed w ith a fee-only f iduciar y advisor , one who w i l l  
not tr y to sel l  you products or  earn outside compensation (commissions) for  
the advice.  This w i l l  ensure an objective analysis of your  si tuation, and 
avoid confl icts-of-interest.  The plan should include such things as:

- An analysis of your  cur rent l iving standard and projected r eti r ement 
needs.

- Alternate best-case, normal and worst-case scenar ios.
- Investment al location r eviews and recommendations.
- Insurance suff iciency analysis.
- Estate planning r eview.
- Tax projections.
- Appropr iateness of Roth IRA conversions, RMD requir ements, and 

Social Secur i ty planning.
- A cur rent r i sk  analysi s evaluation.

Among other  potential considerations.

Level  One - Ver i f y that  you have am ple l i qu idi t y

 Although the incl ination may be to r educe or  el iminate al l  debt at this 
time, take a balanced approach to this idea.  With the uneven state of the 
economy and employment, we advocate increasing your  emergency funds 
and cash cushion at this time.  We've always r ecommended that r eti r ees 
keep enough of their  por tfol ios in safer , l iquid investments to get them 
through 5-7 years of l iving needs.  I f  you'r e sti l l  working, this would be an 
excellent time to evaluate your  cash posi tion.  This is not the time to tr y to 
outsmar t the markets and "buy the dips."  I t is a time to evaluate the 
"best-case," "worst-case," and "normal" scenar ios.  Even though cash 
investments and shor t-term bonds may not create much of a r eturn, i t 's 
times l ike these where "cash is king."

"HAVE AN UP-TO-DATE FINANCIAL PLAN 
IN PLACE"

|  Surviving the Pandemic

 Level  Two - Incom e

 The outlook for  bonds is challenging.  In a normal market, bond funds and 
individual bonds add a small amount to r eturns, and we expect the next 
few  years to diminish those returns even fur ther.  We expect yields to fal l , 
possibly to the point where income investor s w i l l  generate l i ttle to no 
r eturn.  That means potential ly consider ing high-quali ty stocks of 
companies w ith strong balance sheets that pay r el iable dividend str eams  
of income.  With the r ecent rout in the equity markets, there are some 
oppor tuni ties here to pick up shares of select companies at r easonable 
pr ices.

https://pro.riskalyze.com/embed/8dc7859f1e8eb9ee267a
https://pro.riskalyze.com/embed/8dc7859f1e8eb9ee267a
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The term "alternative investments" can refer to 
a variety of non-traditional assets that add 
additional diversification or protection to a 
portfolio.  We typically think of hedge funds, 
real estate, private businesses,  commodities or 
"long-short" strategies as alternatives.  In 
"normal" times, they don't really add a lot to 
performance, but can serve to smooth returns 
and provide for non-correlated volatility, i.e. 
when the stock market zigs, alternatives zag.  

I 've never been too keen on many "long-short" 
strategies, as the fund managers often do not 
deliver on their stated promise.  We have, 
however, identified some in the more recent 
years that do perform as advertised, and have a 
reliable track record.  

So, we are using these in a methodical, 
measured way currently, and hope to be able to  
revert back to more traditional approaches 

Three Levels of  Considerat ion

Level  Thr ee:  Gr ow th 

"LOOK AT YOUR ASSETS IN THREE 
LEVELS - LIQUIDITY, INCOME AND 

GROWTH." 

later, when the economy stabilizes.  While 
there's nothing wrong with using these 
strategies in the long run, they tend to moderate 
positive returns in exchange for reducing 
negative returns.  

More conservative investors may prefer this 
trade-off, but we've found that a more 
traditional diversification approach when 
economies are working normally will reduce 
management costs and provide for a more 
identifiable risk-return projection.

 For  many people w ith longer  time hor izons, being too conser vative w ith 
their  por tfol io is a prescr iption for  fai lure.  An al location to grow th for  a 
por tion of assets is almost a necessi ty.  So what to do now ?

- Be nar row ly focused - this isn't the time to bl indly fol low  modern 
por tfol io theor y and spr inkle your  assets across the globe or  across 
broad-based indexes.  Some sector s of the domestic and global 
economies are not going to r ecover  for  years.  Some companies w i l l  
cease to exist.  Don't expose your  por tfol io to pockets of disaster.

- Be ver y cautious of small cap, international, high-yield debt, 
unsustainable dividend payors, and other  asset classes or  sector s 
that w i l l  be bruised and battered in the coming years.

- Be sensi tive to valuations, as investor s w i l l  bid up pr ices of favored 
equities, which w i l l  per iodical ly be over valued to the point of 
becoming non-investable.

- Be patient.  This is a time for  cautious action, not plunging in on 
the latest idea or  fad.

- Consider  alternative investments that provide a higher  degree of 
f lexibi l i ty, and that offer  r isk management character istics not 
found in tr adi tional equity mutual funds.  There aren't many 
wor th investing in, but we've identi f ied a few.

- Don't buy annuities - the imputed yields w i l l  not provide a 
r easonable r eturn on investment and these types of products tend 
to be outrageously expensive.

What  are Alt ernat ive Invest m ent s?



You may be wonder ing what this headline is al l  about.  Understanding 
your  behavioral tendencies and thought processes around money 
decisions is a cr i tical par t of f inancial planning, and one that is often given 
ver y l i ttle attention by typical f inancial planners.  We believe that i t is 
integral to the process.
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Know Thyself  and Your  Money Relat ionship

The f i r st  step

With the help and guidance of a quali f ied advisor , asses your  bui l t-in 
tendencies when making money decisions.  There are some ver y good 
tools avai lable to assist you in this process.  We prefer  to use the "Your  
Money Mind" quiz and repor t, created by FinLi fe Par tner s, our  national 
advisor y network.  I t 's a quick exercise, and is based on behavioral science 
as proposed by Daniel Kahneman, the author  of  "Thinking Fast and Slow " 
which theor izes that we al l  tend to make decisions w ith the fast par t of our  
brains (where biases and behavioral histor ies r eside), and then tr y to 
justi fy them w ith our  slow , or  logical brain.  

What we learn through the MoneyMind exercise is to r ecognize when we 
may be fal l ing prey to emotions over  logic, and to identi fy si tuations where 
this tendency may derai l  our  f inancial decisions.  

I f  you'd l ike to get a fr ee Money Mind repor t, you can access the quiz her e.

Ar t ifex Financial Group|   Surviving the Pandemic

https://yourmoneymind.finlife.com/?iid=11988e8a-2ebd-4ffa-a7da-7aeb7e8a1c96
https://yourmoneymind.finlife.com/?iid=11988e8a-2ebd-4ffa-a7da-7aeb7e8a1c96
https://yourmoneymind.finlife.com/?iid=%2011988e8a-2ebd-4ffa-a7da-7aeb7e8a1c96#/?_k=8ite8q
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It 's time for  a r isk sensi tivi ty check-up.  In this step, you'l l  f ind out about your  
overal l  atti tude toward por tfol io r isk.  Again, there are many tools avai lable  for  
this step, but not ver y many good ones, in my estimation.  These types of analysis 
tend to be misused as well , and f ind their  way to setting investment pol icy i f  other  
factor s are not considered, such as l i festyle, per sonal preferences, and f inancial 
capaci ty to achieve goals.  

We only use this as one data point, and as a way for  us to make sure we 
understand each cl ient's feel ings toward var ious por tfol io types.

The program we use for  this stage is Riskalyze, and i t has become the gold 
standard for  r isk preference evaluation, in my opinion.

If  you want to check out your  per sonal r isk preference, use this l ink and we'l l  
send you a complimentar y r isk tolerance repor t:

Riskalyze 

The th i r d step

The f i r st two steps w i l l  give you insight into your  cur rent mindset dur ing this 
cr isis.  The thir d step is to take stock of your  overal l  f inancial picture, and to ei ther  
create or  update your  f inancial plan w ith a quali f ied f iduciar y advisor.  With the 
r ecent market volati l i ty, this is a great time to have a r eview  meeting to determine 
i f  your  goals, assumptions, r esources and time fr ames are sti l l  val id.  This should 
give you added confidence and the information you need to navigate the cur rent 
economic cr isis.  

Here are some things to consider :

- Has your  spending changed as a r esult of stay-home orders or  r educed 
enter tainment, dining, tr avel, and fuel costs?  Has i t increased due to 
scarci ty of grocer y or  per ishable i tems, or  constant orders on Door  Dash?

- Have you or  your  signi f icant other  exper ienced a change or  loss of 
income?

- Does the cur rent si tuation alter  your  thinking on your  stated goals, such as 
r eti r ement dates, planned large expenditures, etc.?

- Do your  tax planning assumptions need to change?
- Are your  investments proper ly posi tioned given the sudden global and 

domestic economic changes?

If we can be of assistance, schedule a discussion w ith us her e.  I f  you aren't an 
existing cl ient, the introductor y discussion is complimentar y.

The second step 

https://pro.riskalyze.com/embed/8dc7859f1e8eb9ee267a
https://square.site/appointments/book/6KPQN8FH0FAQY/artifex-financial-group?__hstc=137393647.671e42c9140317e81b99b4a80046f2cb.1591379607800.1591739554222.1591797681054.6&__hssc=137393647.1.1591819371521&__hsfp=875946888&hsCtaTracking=de70c156-b612-4531-9927-e7bedc39938f%7C2aa94de9-87dd-4390-9606-3f32c95ecfde


CARES Act  and Tax Law Changes
There has been a f lur r y of legislative activi ty since the inception of the 
Covid-19 pandemic.  Most of this is targeted to ei ther  help businesses or  
individuals sur vive f inancial ly dur ing this per iod.  From PPP loans to IRA 
distr ibutions, the r ules have changed substantial ly for  this year.  Here are 
some things to be aware of i f  you are in need of creative solutions for  
f inancial stabi l i ty.

1. For  2020, Requir ed Minimum Distr ibutions (RMD's) from IRA 
accounts are not r equir ed.

2. Distr ibutions from IRA's pr ior  to age 59 1/2 of up to $100,000 are not 
subject to the 10% excise tax.

3. Distr ibutions of up to $100,000 this year  can be repor ted as income 
over  three years and/or  r epaid.

In order  to quali fy for  i tems 2&3, you need to be affected by the 
Coronavir us in var ious ways - ei ther  contracting the vir us, being 
quarantined, fur loughed, laid off , having r educed hours, unavai labi l i ty of  
care, and some additional factor s.1 

Additionally, i t is also possible to temporar i ly discontinue loan payments to 
401(k) plans, i f  you have taken a loan or  plan to take one from your  plan.  
I t is also possible to take an increased loan amount dur ing this per iod of up 
to $100,000 i f  necessar y.

It has also become apparent that many loan provider s, such as mor tgage 
companies, banks and credi t card companies are offer ing payment 
suspension options for  a per iod of time.

Whi le these options are not par ticular ly attr active or  r ecommended dur ing 
normal economic per iods, i f  you f ind yourself  in a f inancial crunch as a 
r esult of al l  of this, i t 's good to know  what's avai lable.  

I t 's impor tant to talk to your  advisor  and / or  accountant about this pr ior  to 
taking action.

1Bernie Kent, COVID-19 And Your  IRA:  Here's What You Need to Know , Forbes March 28, 2020 

https://www.forbes.com/sites/berniekent/2020/03/28/covid-19-and-your-ira-heres-what-you-need-to-know/#353e6df82131 
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There have been qui te a few  tax law  changes 
in the past three years, from broad tax 
legislation to changes relating to the CARES 
act.  Now  is an excellent time to discuss these 
changes w ith your  advisor , par ticular ly i f  you 
are in need of extr a funds, or  i f  you do not 
need to take RMDs from your  IRA accounts.

Additionally, the legislation around PPP loans 
is in f lux and wor th a discussion i f  you are a 
business ow ner.  We have a separate set of 
r esources r egarding PPP loans.  Reach out i f  
we can help you navigate this area.

"THERE ARE DEFINITELY 
OPPORTUNITIES TO CONSIDER AT THIS 

TIME...BUT DON'T GO IT ALONE. "

Ar t ifex Financial Group |  Surviving the Pandemic

https://www.forbes.com/sites/berniekent/2020/03/28/covid-19-and-your-ira-heres-what-you-need-to-know/#353e6df82131
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Visi t our  websi te for  more information 
about how  Ar ti fex Financial Group 
works w ith individuals and business 
ow ners to l ive their  "one best f inancial 
l i fe."

Hope and Oppor t unit y

In the midst of the changes we've al l  encountered over  the last few  months, 
there is hope that the cr isis w i l l  be managed, and the economic si tuation 
w i l l  r eturn to a state of normalcy.  There are defini tely oppor tuni ties to 
consider  at this time, whether  i t 's simply to r eal locate your  holdings, r evise 
your  plan, or  take advantage of depressed asset pr ices.  But don't go i t 
alone, as there are also dangers to be avoided.

In  t im es l i ke these, a qual i f i ed advi sor  i s wor th  the cost

In more normal times, a quali f ied, f iduciar y f inancial advisor  is wor th i t, 
as the process of f inancial planning and coordinating your  investments to 
meet your  goals is an endeavor  that w i l l  add immeasurably to your  r esults.

An exper ienced advisor y f i rm w i l l  add incremental ly to that benefi t in 
times of cr isis, by ser ving as a sounding board and adding perspective to 
ever y f inancial decision.  The caveat here is that any f i rm you hir e should 
be made up of exper ienced professionals who are completely objective in 
their  advice and investment implementation.  This means that the advisor  
should be fee-only and a ful l  f iduciar y.  Not simply "fee-based."  You'l l  only 
f ind these advisor s in independent Registered Investment Advisor y f i rms, 
preferably members of NAPFA, the National Association of Personal 
Financial Advisor s.

For  more information on selecting an advisor , ask us for  our  r epor t on that 
topic.  We'l l  be happy to give you a checkl ist of best practices to look out 
for.

CARES Act  and Oppor t unit ies

https://www.artifexfinancial.com/
https://www.artifexfinancial.com/
https://www.artifexfinancial.com/
https://www.artifexfinancial.com/
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