Dear Partners and Friends,
We hope that you and your
families are healthy and well.
Our hearts and prayers are
with you during these difficult
times, as everyone grapples
with COVID-19.
Rest assured that in
confronting this crisis, we are
hyper-vigilant in managing
your investment portfolios and
in responding to your broader
financial planning needs.
Thank you for your continued
trust. We are honored to be a
part of your lives.

Your FPCM Team

Your
April 2020
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PORTFOLIO POSITIONING AND CHANGING BEHAVIORS
CRAIG GIVENTER, CFA, Partner, Managing Director, Portfolio Manager
“Never let a good crisis go to waste” – attributed to Sir Winston Churchill
The COVID-19 pandemic is a crisis that has unleashed an unforeseen, horrible toll on individuals and entire
countries. Governments, economies, and people young and old, are moving from denial to acceptance, and
are recognizing that we face a crisis that is global in scale. We are all being forced to adapt to a quickly
changing landscape.
However, in every crisis there is opportunity, and from an investment positioning standpoint, we are finding
them. The decline in asset prices has been swift and deep, and as “risk” is repricing, new opportunities are
occurring in both the equity and fixed income markets.
Our “portfolio turnover” (the rate at which securities purchases and sales are made over a discrete time
period) has increased. This increased turnover reflects our current macro-investment outlook, the changing
relative prices of equity and fixed income securities, and our investment team’s research efforts in continuing
to find a wide range of new “ideas” for your portfolios. We are actively pruning legacy holdings, as the
current environment impacts different types of companies in different ways, and opens the doors for new
investments.
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In our most recent market commentaries we
discussed our preference to “high-grade” the equity
portion of portfolios. What this means is that we
have emphasized adding to the holdings of highquality companies that we already own, as well
as buying shares of companies that we have long
admired as their stock prices have declined. Overlaid
on this “high-grade” bias is a focus on identifying
companies that are well positioned for our secularly
changing consumer and business behaviors. For
example, as a firm FPCM is now working remotely,
and we are finding ourselves “meeting” with each
other many times a day on Zoom and WhatsApp.
This is in addition to the fact that FPCM has already
been operating in the “cloud” for a number of
years. And, as it relates to consumers, many of us
are “shopping” more extensively online now – for
everything from groceries and household items to
clothing, prescription eyewear and auto repair parts.
The combination of these two trends has produced
some fascinating new data points. The behemoth
retailer Walmart recently disclosed that it is seeing
a significant increase in its sales-ratio of apparel
“tops” to apparel “bottoms”. (Could this be because
teleconference meetings allow for fashion flexibility
not possible face-to-face?)
We are finding new investment opportunities in the
online space. While e-commerce has been taking
share from traditional retailers for quite some time,
it is our belief that the COVID-19 pandemic will
accelerate the transition. We recently added two new
holdings to our equity portfolios, both of which fit
our “high-grade” and “secularly changing behaviors”
themes. First, as its share price fell precipitously
during the month of March, we initiated a position
in Amazon. The company’s e-commerce platform,
Prime video, and AWS (cloud-computing platform)
are all well suited to a populace being stuck at home.
In a similar fashion, we have started a position in
the software company Avalara. Avalara is a cloudbased provider of sales tax compliance software to

both online (clicks) and offline (bricks) retailers. We
believe that Avalara is well-positioned to continue
growing with the overall trajectory of e-commerce, as
well as with retailers looking to utilize the power and
content of cloud-based business support platforms.
There are portions of the U.S. and global economies
that are being decimated by COVID-19. Certainly,
both the travel and leisure industry and the
restaurant industry come to mind as bearing the
initial brunt of this pandemic. However, does this
mean that people will never again travel or eat
in restaurants as much as they did prior to March
2020? History has shown that after the 9/11 and
SARS crises, air-miles-traveled recovered and then
grew to new highs. Is there a fundamental reason
why business and personal travel will not recover in
a similar fashion after COVID-19 diminishes?
We believe that people will return to flying and to
eating out, but that how we travel, where we travel,
and the types of restaurants we frequent could
change. We will be analyzing such trends as they
emerge, and continue to watch for new investment
opportunities in the travel and leisure, restaurant,
and adjacent industries.
In
conclusion,
social-distancing
and
selfquarantining are how we must learn to navigate
COVID-19. But as Aristotle said, “man is by nature a
social animal”. When this pandemic passes, humans
will return to being our social selves. Restaurants
will reopen, and new establishments will replace
old favorites that unfortunately did not survive;
airlines and hotels will see increasing numbers of
passengers and guests; companies will continue to
innovate in a changing workplace environment;
and consumers will get back to doing what we
do best, which is “consuming”. Life will return to
normal even though many of our behaviors, ways
of working and lifestyle habits may be molded
and forever changed by this “annus horribilis”.
Keep your optimism, be safe and stay healthy!
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OUR INVESTMENT OUTLOOK
AARON COHEN, PhD, Partner, President, Portfolio Manager
Investors were caught by surprise by the rapid global expansion of COVID-19, and the aggressive response of governments
around the world. Restrictions on socialization and regional and country-level lockdowns, together with an oil price war,
have brought global economies to a halt, wreaking havoc in financial markets.
Even though we are facing an unprecedented degree of uncertainty, we believe we have completed the liquidation phase
of this “bear market”, and that the search for a more final “bottom” is underway.

INVESTMENT “BALANCE SHEET”
POSITIVES
+

The policy response to the pandemic has been swift
in most developed economies. On the monetary
front, Central Banks have expanded credit facilities,
supporting the fixed income markets and short-term
financing needs, and have committed to expanding their
balance sheets to whatever level will be necessary. On
the fiscal side, massive relief packages (as a percentage
of GDP) have been announced: 9% in the U.S., 14% in
France, 16% in the U.K., 20%+ in Germany.

+

We believe the waterfall-decline phase of this bear
market, the “liquidation” phase, to be over. Even though
we do not consider that there is evidence of a final
bottom yet, we do think the formation of a major bottom
has begun.

+

Equity valuations vary widely among countries, and
sectors. Cyclical sectors seem extremely undervalued
at this time, while the overall market is reasonably
priced based on “normalized-to-pessimistic” 2021
earnings expectations. Moreover, equities are extremely
attractive relative to interest rates.

CONCERNS

-

The global economy faces an unprecedented degree of uncertainty.
Beyond the natural unknowns of the serious COIVID-19 situation,
lies the question of potential government actions. Even though in
our view this is unlikely, if mandatory lockdowns and/or highly
restrictive socialization policies remain in place beyond a few
months, we could face an economic collapse on par with the Great
Depression.

-

The unemployment rate could increase to over 20% in the short
term, though likely for just a short period of time.

-

The situation in credit markets has morphed in just a few months
from fairly positive to severely strained. Credits spreads have
widened significantly in the high-yield markets, as defaults are
expected to increase substantially in spite of government actions.

-

The oil price war unleashed by the Kingdom of Saudi Arabia has
caused a second “black swan” event to occur in a short period of
time. Beyond the negative economic impact on the U.S. oil sector
and in the economies of oil producing economies, the oil downturn
could have lasting negative consequences on the credit markets.

-

The socio-economic ramifications of the present crises are
unknown. Millions of lives will be impacted in unexpected ways,
which could have unpredictable socio-political implications for a
long period of time.

+

Interest rates are expected to remain at low levels for
the foreseeable future.

+

Even though the number of COVID-19 cases & deaths
are still increasing at a rapid rate, these numbers reflect
the reality of 2 to 4 weeks ago. Initial data suggests
that the curves are starting to flatten in Europe and
the U.S., following the patterns of China, South Korea,
Hong Kong, Taiwan and Japan. Once the curves flatten,
and fast testing becomes available, governments will be
able to slowly ease socialization restrictions, which will
support the resumption of economic growth.

-

The long-term negative consequences of current super-expansive
fiscal and monetary policies are unknown, and probably will
remain unknown for a number of years. Current policies create
incremental long-term risk for the U.S. Dollar and for inflation.

-

Some developing economies, especially in Latin America & Africa,
could face a more severe situation than the rest of the world,
given their limited governance & health care services, and severe
constraints in following monetary & fiscal expansions.

Once the virus expansion is contained we expect a
sharp recovery in the economy, as pent-up demand is
building at a rapid pace. This doesn’t mean a return to
last year’s level of economic activity, but a marked shift
to an improving trend. This shift will be helped by one
of the most enduring features of the prior expansion,
the absence of large economic imbalances.

-

Even if the virus' spread is contained this year, unless an effective
vaccine is developed and broadly produced, we could face a high
risk of recurrence in 2021. Moreover, the virus could still expand
rapidly in the southern hemisphere as their winter approaches.

-

Although many sectors and markets look inexpensive in absolute
terms, on average the U.S. market is still far from the low level of
valuation seen in the 2008-09 bear market.

+

Large banks in the U.S. are in a solid financial position,
in contrast to the 2008-09 recession.

-

+

Potential Positive Surprises: (1) Social restrictions are
lifted sooner than expected & the economy recovers
swiftly; (2) Effective quick-testing becomes available,
and/or an effective vaccine gets FDA approval.

Political & geo-political risks continue high around the world.
“Populism” is on the rise globally, and could have major economic
consequences.

-

Tail Risks: (1) Restrictions in socialization remain in place beyond
3-4 months; (2) A major financial institution implodes; (3) U.S.
Dollar devaluates sharply; (4) Geo-political risks manifest (e.g. Iran,
North Korea, Vzla, China).

+
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WHAT ARE WE WATCHING?
This crisis should serve as a reminder to investors of the unpredictability of tail risks, of the importance of an
investment plan that contemplates facing these risks, and of the need to maintain a long-term investment horizon.

(1-Poor; 5- Excellent; Trend: ⇑ improving,  deteriorating,  ⇓stable⇔)
KEY

The Economy

March
2020

1

Dec
2019

COMMENTS

3+⇓

The global economy has come to a halt as a result of lockdowns and socialization
restrictions. Even though we expect these restrictions to ease over the next couple
of months, the extent of the possible relaxation is still unknown. In addition,
until a vaccine is developed, approved and produced in massive quantities, there
is significant risk of the virus reasserting itself in the 2021 winter season and
beyond.

Consumer
Spending

1+

4-
⇑

U.S. consumer spending faces a mirror image of the outlook in 2H19: massive
unemployment, lower incomes, & significant losses in net worth. A relatively high
savings rate over the past couple of years, and the deleveraging that took place
over the past decade, will limit (but only partially) the blow.

Employment

1+

5-⇑

Preliminary figures indicate that the unemployment rate could reach 20%+, albeit
probably just for a brief period of time.

Monetary Policy
& Interest Rates

5
⇑

5
⇑

Massive monetary stimulus, both in the U.S. and the rest of the world, will
definitely help developed economies ease the crunch. However, the long-term
negative consequences of this unprecedented support are unknown.

Fiscal Policy

5
⇑

3+⇓

Massive fiscal stimulus, both in the U.S. and the rest of the world, will also help
developed economies. As with the monetary stimulus, the long-term negative
consequences of this unprecedented support are unknown.

Leverage &
Credit

1+

3
⇑ 

Credit markets have reacted quickly and sharply to the shutdown of the global
economy. Corporate & consumer defaults are expected to increase sharply in the
coming months. Even though the major banks in the U.S. are well capitalized,
“shadow banks” and sub-prime lenders are expected to be under severe stress.

Inflation

5-

3+⇓

The current shock is essentially deflationary; however, do not underestimate the
risk of inflation in the long-term, especially in the context of super-expansive
monetary & fiscal policies.

3+⇓

A low inventory-to-sales ratio before the crisis, and low mortgage rates should
give some support to the real estate sector. The bad news: decreased affordability,
the specter of massive unemployment, serious consumer credit deterioration, and
potential defaults of commercial real estate mortgages.

4-
⇑

Stock buybacks in the near term should be regarded as “political suicide”. M&A
activity is likely to ramp-up, but only after the economic situation stabilizes and
visibility improves. Capital expenditures are likely to decrease sharply. Finally,
expect a long de-leveraging process to start soon after the economy stabilizes.

Real Estate

Corporate
Activity

2-

2-

Valuation

4-
⇑

2-

Equity valuations vary widely among countries and sectors. Cyclical “risk-on”
sectors seem extremely undervalued at this time, while the overall market is
reasonably priced based on normalized-to-pessimistic 2021 earnings expectations.
Moreover, equities are extremely attractive relative to interest rates.

Cycle
(10-2+credit)

2-

3+⇓

A recession is inevitable at this time, but it is likely that a short one has already
been fully discounted by the market. It is still too early to predict when a recovery
can start.

Market
Technicals

2-

4-
⇑

The market is “oversold” and sentiment is extremely “bearish”. However, the
overall trend still does not point to a sustained rally. A re-test of market lows is
still likely.
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OUR STRATEGIC SUMMARY
Even though we never predicted a situation like the current one, the speed of the market fall was not totally surprising.
In our past strategic summaries we have repeatedly stated: “Tail-risk continues to be high, and due to both technical
factors (passive flows, quantitative and automated trading, lower trading inventories) and the new culture that focuses
more on headlines than on real content, we anticipate additional sharp and unexpected market corrections in the
future (akin to 4Q18).”
This "fastest waterfall downturn" on record has created significant new risks for investors. At the same time, it has
created long-term opportunities, especially for those who followed our recommendations of the past several years - to
maintain an asset allocation consistent with your risk-tolerance and liquidity, and to hold plenty of ”transactional”
and “opportunistic” cash on your balance sheet. Even though uncertainty and risks remain high, we recommend that
investors with a long term horizon look for opportunities to slowly increase their position in risk-assets over time.

(1-Poor; 5- Excellent; Trend: ⇑ improving,  deteriorating,  ⇓stable⇔)
Outlook
ASSET CLASS

March
2020

Dec
2019

COMMENTS

Equities-U.S.

3+⇑

3+⇔

Over the past few weeks we have bought a couple of new positions, and added to some
of our existing ones. On the other hand, we sold positions where we believed there
was a risk of default, or where company-specific problems reached beyond the current
crisis. We believe the “liquidation” phase of this bear market is mostly over. Even
though there is no evidence of a final bottom yet, the formation of a major bottom has
probably begun. No need to be too early, but we recommend slowly using opportunistic
cash to add to equities. Specifically:
 Current stage: Keep it simple. Favor solid long-term companies selling at a discount,
selective tech, early-cycle industrials, and medium capitalization stocks.
 Medium-term stage: Once we believe a bottom has been set, favor “value”, and highly
depressed groups like travel, retailing, REITS, homebuilders, banking & energy.

EquitiesGlobal

3+⇑

3+⇔

We expect international markets to start closing the performance gap versus the U.S. in
the near- to-medium term, but it probably won’t happen until the U.S. Dollar weakens.

U.S. Bond
Market

3+⇔

2-

Treasuries have had a tremendous rally, as they typically provide a safe-haven at times
of turmoil and economic slowdowns. Credit spreads have widened considerably in
many cases. Strategy:
 Use TIPS as a safe, liquid alternative to low-yielding treasuries.
 Favor investment grade corporate bonds with 3-10 year maturities.
 Buy tax-exempt bonds for individuals in high-tax brackets.
 Be extremely selective or avoid high-yield and emerging-market debt.

Real Estate

3+⇔

3+⇑

On the commercial side, we expect significant turmoil in retailing, hotels, some office
markets, and student housing. We like homebuilder stocks in the medium term, and we
expect interesting opportunities to appear on the commercial side over the next year.

3-

The U.S. Dollar has been very volatile, but on average, has appreciated during the past
few weeks. However, we expect the U.S. Dollar to depreciate over the next several
months once investors reassess the long-term consequences of the monetary and fiscal
expansions. U.S. weakness could help to close the valuation gap between the U.S. and
international markets.

U.S. $

3-

Gold

4+
⇑

3+⇑

Gold prices are repeating the pattern of October 2008. The price has declined in this
liquidation phase, as investors sold “what was possible” to raise cash. However, we
expect gold to continue to rally over the next months, helped by a weaker U.S. Dollar
and concerns over the consequences of the ongoing massive government response.

Commodities

3+⇑

3+⇑

Commodities should have a strong positive reaction to any indications of resumed
growth, and should benefit from eventual U.S. Dollar weakness.
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KEY INVESTMENT TAKEAWAYS




“Bear Markets” are to be expected; however,
the current one should serve as a reminder to
investors of the unpredictability of tail risks, the
need to have a long-term investment horizon,
and the importance of having a solid financial
plan that contemplates facing these types of risks.
We are in a “cyclical bear market”, but we think
we are still in the midst of a “secular bull” in
equities (start date: March 2009); however, we
can’t ignore the possibility of entering a “secular
bear” if the current shutdown continues for more
than a few months.



We remain constructive on equities in the
medium-term, and advocate increasing equity
exposure when there is ample liquidity and a
long-term investing horizon.



We remain optimistic about a sharp rebound in
economic activity once the virus growth plateaus
and recedes. This would disproportionally benefit
the sectors and styles that have taken the brunt
of the downturn: small-caps, value stocks, energy,
financials, travel-related & industrials sectors.



International markets, including emerging
markets, should offer attractive investment
opportunities in the long-term, but their relative
performance versus the U.S. is unlikely to
improve until the U.S. Dollar starts weakening.



We expect the yield curve to steepen over time.



Do not underestimate the risk of higher inflation
in the long-term. Long-term bonds offer little
protection against inflation at the current time.



Credit risks will remain high for a period of time.
Beware of high-yielding situations with weak
balance sheets.



Political and geo-political risks continue to be
high and could have a meaningful impact on
markets. But, timing is impossible to predict, so
stay the course and hedge if necessary - mostly
with cash.



For the most part, we recommend disregarding
short-term movements in equity markets. Today’s
short-term fluctuations are driven in good part
by flows in and out of passive investments, quant
strategies fueled by momentum-investing, and
the new culture that focuses on “headlines”
instead of fundamental news and analysis.
This short-term volatility (i.e. “noise”), although
it could generate anxiety, also creates long-term
investment opportunities.



Even though we are optimistic about equities in
the short & medium term, we continue to have
serious concerns about the economy and markets
over the longer-term. Political “populism”, low
productivity, extreme expansionary global
monetary policies, and fiscal irresponsibility are
dangerous headwinds for global economies and
for equity markets.



We continue to be opportunistic and patient and,
as always, are keeping an eye on your long-term
objectives.
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TAKE ADVANTAGE OF NEW FINANCIAL SAFETY NETS
MAUREEN MATAMOROS, CFP®, MSM, Senior Financial Planning Advisor
VINCE MARSDEN, Partner, SVP of Financial Planning
The $2 trillion coronavirus economic recovery bill was signed into law by President Trump
on Friday, March 27, 2020. The legislation has been dubbed the Coronavirus Aid, Relief, and
Economic Security Act (CARES Act).
The newly enacted CARES Act law is a
voluminous 880 pages in length, and contains
a lot of good news for both individuals and
businesses. Here we present an overview of
some of the important financial safety nets
enacted to help individual taxpayers.
RMD Holiday
The CARES Act has waived the required
minimum distribution (RMD) rules for IRAs
and 401(k) accounts for 2020. This means
that retirees can avoid taking withdrawals
from currently-depressed retirement account balances, and give the stock market (and their accounts)
time to rebound. Beneficiaries of inherited IRA accounts also qualify for the RMD holiday.
Of course, skipping the RMD won’t be the best choice for everyone. There are other factors and
opportunities to weigh. You may, for example, need the money to cover your living expenses. Or, if
2020 will be a particularly low-taxation year for you, withdrawing the RMD could still make sense.
Alternatively, for some taxpayers 2020 will be an advantageous year for completing a full or partial
Roth Conversion from their Traditional IRA accounts. (See our accompanying article Could it be Time
for a Roth Conversion?)
If you have already taken out your 2020 RMD but do not need it, you can roll it back into your account
within 60 days of receipt.
Distribution & Loan Enhancements
Retirement savers who have been negatively impacted by the coronavirus crisis can now take penaltyfree distributions of up to $100,000 from a 401(k), IRA or similar retirement account, up through
December 31, 2020. You will need to pay income taxes on the withdrawal, but will be allowed to
spread the tax payments over a three year period.
For withdrawals from IRAs, there is also an option to completely pay back the coronavirus-related
distribution, over a three year period beginning the day after the withdrawal, and zero-out any related
tax liability. If repayment is completed within that three-year window, the withdrawal and the later
re-contribution are treated as a tax-free rollover transaction. In effect, your IRA distribution will have
become a three-year interest-free loan.
For a 180-day period starting with the date of enactment of the CARES Act (April to September 2020),
loan amount provisions from employer-sponsored qualified retirement plans have also been enhanced.
For borrowers who meet the coronavirus-related distribution criteria, maximum permissible loan
amounts have been increased from $50,000 to $100,000. Unchanged are the facts that these loans
charge interest (rates are typically set at 1 to 2 points above the prime rate), and must typically be paid
back within a maximum of 5 years. Although you are paying the interest to yourself, keep in mind
that if you happen to leave or lose your job, the loan could become due immediately.
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While it may be tempting to take advantage of these penalty-free withdrawals and
larger loans, our recommendation is not to tap your retirement savings if you can avoid
it. Right now you will you be withdrawing funds at a significantly reduced share price,
and you run the risk of your money being 'out of the market' during the critical early
weeks of the market recovery.
New Tax Breaks for Charitable Giving
Under the 2017 tax law changes, the Standard Deduction for federal income taxes was increased so
much that far fewer taxpayers currently benefit from itemizing deductions on their annual tax returns.
As a result, many people no longer receive a tax reduction for charitable giving, and not surprisingly,
gifts to charities have fallen.
Two provisions in the CARES Act are designed to encourage increased charitable giving. The first
allows non-itemizers to take up to a $300 above-the-line charitable tax deduction for cash donations
made in 2020. While this doesn’t mean a lot to an individual taxpayer (even at the highest 37% income
tax bracket, the $300 deduction only produces $111 in tax savings), the cumulative impact of the
provision is likely to mean a lot to the charities themselves.
Secondly, for those taxpayers who will itemize in 2020, the deductibility cap for donations (as a
percentage of income for cash contributions to qualified charities) has been raised from 60% to 100%
of Adjusted Gross Income (AGI). It is important to note, however, that the deductibility cap for gifts
to Donor Advised Funds has not been increased.
Room & Board Paid with 529 Funds
Many parents are receiving spring-semester room and board refunds from their children’s colleges
and universities. If you paid for those expenses from a 529 account, you have only 60 days to redeposit
those funds to the account, to avoid any taxes and penalties. Alternatively, you can look for other
qualifying expenses that were not originally paid with 529 funds (e.g. tuition, fees, books, computers
and related equipment) and “apply” the refunded amounts to that spending.
HELOCs for Liquidity
Separate from the CARES Act, but potentially an equally
important topic as we talk about leveraging Financial Safety
Nets during a crisis, are Home Equity Lines of Credit (HELOCs).
A HELOC differs from a conventional home equity loan in
that you do not borrow the entire approved loan amount up
front, but instead receive access to a line of credit for that
amount, that you can use (in part or in full) on an as-needed
basis. The funds can be borrowed against your HELOC limit
at anytime during a specified “draw period” which is typically
5 to 25 years. Repayments are usually principal plus interest, with a minimum required monthly
payment often equal to “interest only”, and the freedom to make additional repayments of any amount,
to discharge the loan on or before the end of the contractual period.
With your home as collateral, HELOCs carry a far more favorable interest rate than credit cards and
than most personal loans. In times of financial stress they can be a safe and cost-effective source of
liquidity for family emergencies.
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GREAT HELP FOR SMALL BUSINESSES!
MAUREEN MATAMOROS, CFP®, MSM, Senior Financial Planning Advisor
VINCE MARSDEN, Partner, SVP of Financial Planning
The newly enacted CARES Act (Coronavirus Aid, Relief, and Economic Security Act) includes
numerous programs to help small businesses, their owners and their employees. As mentioned
previously, the law is a voluminous 880 pages in length, and it will take time to fully
understand all of its provisions. That said, we believe a basic introduction to some of the Act’s
most important provisions is in order.
PPP Loans (PPPL)
Paycheck Protection Program Loans
($350 billion in funding):
Zero-fee loans of up to $10 million will
be made available to qualifying small
businesses. An amount equal to 8 weeks
of your average payroll plus other costs
will be forgiven from the loan if you keep
your employees employed at their normal
salary levels.
For the remaining loan
balance, principal and interest payments
will be deferred for one year. The coronavirus bill requires the SBA to prioritize the help for underserved borrowers, defined as rural areas, and minority, women and veteran owned businesses.
EEI Grants (EEIG)
Emergency Economic Injury Grants ($10 billion in funding):
Small businesses who apply for EIDL loans (see below) will receive a $10,000 EEIG within 3 days
of completing their EIDL application. This money does not need to be paid back, even if the EIDL is
eventually denied. The grant money may be used to provide paid sick leave to employees, maintain
payroll, meet increased production costs due to supply chain disruptions, or pay business obligations,
including debts, rent and mortgage payments.
EID Loans (EIDL)
Economic Injury Disaster Loans ($562 million in funding):
These are business loans of up to $2 million that carry interest rates of
up to 3.75 percent, and include principal and interest deferments for
up to 4 years. The loans may be used to pay for expenses that could
have been met had the disaster not occurred, including payroll and
other operating expenses. A business that receives an EIDL between
January 31, 2020 and June 30, 2020 as a result of a COVID-19 disaster
declaration, is eligible to also apply for a PPP Loan, or can refinance
their EIDL into a PPPL.
Debt Relief for SBA Borrowers
Debt Relief ($17 billion in funding):
The CARES Act stimulus also includes a provision to provide immediate relief to small businesses with
standard SBA 7(a), 504, or microloans. The SBA will cover all loan payments for existing borrowers,
including principal, interest and fees, for a period of six months. The relief will also be made available
to new borrowers who take out an SBA loan within the next six months. The Act encourages banks to
provide further relief, by allowing small business borrowers to extend the duration of existing loans.
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COULD IT BE TIME FOR A ROTH CONVERSION?
MAUREEN MATAMOROS, CFP®, MSM, Senior Financial Planning Advisor
VINCE MARSDEN, Partner, SVP of Financial Planning
Conventional wisdom dictates that the best time for converting Traditional IRA funds to a Roth IRA is
during a low income year, or when there is a significant stock market correction. In the midst of the
COVID-19 pandemic, U.S. stock market indices have suffered some of their worst first-quarter losses
in history and the U.S. economy is heading into recession. So, is completing a Roth Conversion right
now a good idea? As is often the case, the answer to this financial question depends on your specific
set of personal facts and circumstances. Here are some of the important considerations you must take
into account:



A key element in the success of a Roth Conversion is paying the income taxes due on the conversion
from funds in your non-retirement accounts. So, undertaking a Roth Conversion could result in a
sizable reduction in your current cash reserves.

 Therefore, a critical first step is to evaluate your current level of liquidity – the money you have

readily available to tap for extraordinary expenses. Do you have sufficient liquidity to pay the taxes
on the Roth Conversion without needing to liquidate investment holdings while the markets
are down, and to also maintain a sufficient emergency fund to cover your living expenses for the
remainder of 2020, and possibly beyond?

 For taxpayers younger than 59 ½, the contributions converted to a Roth IRA can be withdrawn
anytime, tax- and penalty-free. However, both income taxes and a 10% penalty may be levied on
any earnings withdrawn1.



Taxpayers age 59 ½ or older are never subject to penalties on any Roth withdrawals. Also,
contributions can be withdrawn anytime tax-free. However, until the Roth account has been open
for a full 5 years, any withdrawal of earnings is subject to income tax.

 If moving forward with a Roth Conversion is financially feasible for you, an additional consideration
is how much money you can convert in one calendar year, without pushing yourself into a higherthan-intended income tax bracket.

We would be happy to work with you and your tax adviser to model the potential positive and/or
negative impacts for you, of a making a Roth Conversion this year, waiting until a later date to do so,
or keeping your retirement funds in your pre-tax qualified retirement accounts.

1

Taxpayers under age 59 ½: For withdrawals of earnings from a Roth account open less than the 5 years, you may be able to
avoid penalties (but not taxes) if the earnings withdrawn will be used for a first-time home purchase (up to a lifetime maximum of
$10k), for qualified education expenses, for the birth or adoption of a child, for medical expenses and health insurance if you are
unemployed, if you become disabled or pass away, or (in some cases) if you take the distribution over time in the form of annuity
payments. Once your account has reached the 5-year mark, penalties will no longer apply to the withdrawal of earnings, but income taxes will still be levied unless the withdrawal is for the same exempted-expenses listed above.
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We hope you have enjoyed this issue of our publication. Please contact us with your questions
and with your thoughts, ideas and requests for future topics at contact@fpcm.net. We look
forward to hearing from you!
Thank you for your continued confidence and support.

Your

FP/CM Team

Financial Partners Capital Management
150 East 52nd Street, New York, NY 10022
t 646-277-7310 | f 646-277-7315 | fpcm .net | LinkedIn

Disclaimers:
This newsletter might contain forward-looking statements, which involve risks and uncertainties. Actual results may differ significantly from the results described
in the forward-looking statements. The information contained herein is for illustrative purposes only and should not be considered an offer to sell or a solicitation
of any offer to buy interests in any particular investment. The inclusion of real estate properties discussed herein should not be perceived as investment
recommendations and may no longer be held. Opinions and estimates expressed herein reflect the current judgment of Financial Partners Capital Management
(FPCM), and are based on information obtained from sources, which are believed to be reliable, but FPCM does not offer any guarantees as to its accuracy or
completeness. Nor are they intended as a forecast or guarantee of future results. The information is not necessarily updated on a regular basis: when it is, the
date of the change(s) will be noted. In addition, opinions and estimates are subject to change without notice. FPCM, its officers, directors, employees, customers,
or affiliates may have a position, long or short, in the securities mentioned herein and/or related securities, and from time to time may increase or decrease such
position or take contra position. FPCM may have other relationships with any company mentioned in this commentary. Past performance is not a guarantee
of future results. No future or current client should assume that the future performance of any specific investment, strategy or product referred to directly or
indirectly will be profitable or equal to any corresponding indicated performance levels. Reproduction without written permission is prohibited.
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