
We w ish ever yone good health as COVID-19 has dramatical ly changed the 
year  2020 and perhaps beyond.  In about 90 days the wor ld went from 0 
to 750,000 cases of the coronavir us.  The vir us has moved extr emely fast 
but the wor ld is moving fast against i t.  Thank you to al l  the essential 
workers on the frontl ines and ever yone staying home to stop the spread. 
To help us through our  f ight against the vir us, the Federal Reser ve and 
U.S. Government  have both provided massive suppor t packages.  There 
are ear ly signs of l ight at the end of the tunnel, but we could be in battle 
mode for  months to come.  Through 3/31/20 the S&P 500 was dow n 19.6%.

Tr ack ing COVID-19:  Our  r eturn to normal depends greatly on our  
success against the vir us.  The Johns Hopkins Univer si ty COVID-19 
website has been a great r esource for  us: cor onavi r us.jhu.edu .  For  local 
information visi t your  state health depar tment website.

What  we've l ear ned:  This is the seventh coronavir us to infect people.   
Four  r eoccur  annually w ith minimal impact, simi lar  to the f lu.  Two 
others, SARS and MERS, were more lethal, but did not tr ansmit easi ly.  
They were contained and essential ly el iminated.  COVID-19 seems to be 
somewhere in between: more mi ld than SARS and MERS, but w ith the 
kind of spreading that w i l l  make i t hard to el iminate.   

Mar ket  r eact i on:  The decline for  the broad stock market general ly came 
in three waves.  1) The cor rection from above average valuations as 
investor s were expecting a strong 2020.  2) The realization COVID-19 was 
spreading wor ldw ide.  An oi l  pr ice war  between Saudi Arabia and Russia 
also added to sel l ing through this process.  3)  Final ly, the l iquidi ty crunch 
where sel ler s far  exceeded buyers.  Not only were investor s sel l ing in 
r esponse to conditions, but many needed cash on hand to prepare for  
social distancing impacts.  This was the quar ter  that f inal ly ended the 
longest bul l  market in U.S. histor y, r eaching a low  of -30% on March 23.  
We had just passed the 11 year  anniver sar y of the star t of the bull  market 
on March 9, 2009.  Below  is a snapshot of how  i t happened, tr acking the 
S&P 500 in the f i r st quar ter  w ith select mi lestones along the way.

Feder al  Reser ve pr ovides l i qu idi t y:  United States Treasur ies tend to be 
a safe haven dur ing times of volati l i ty.  Pictured above is the yield of the 
10 Year  Treasur y.  When i ts pr ice goes up, yields fal l , and vice ver sa.  As 
expected, yields had a sharp move lower  from late Februar y unti l  
mid-March.   At that point, l iquidi ty needs were even impacting the 
Treasur y markets.  On March 12 the Federal Reser ve expanded shor t-term 
l iquidi ty by $1.5 tr i l l ion.  On March 15, in addition to cutting interest r ates 
to zero, the Fed announced a $700 bi l l ion quanti tative easing program that  
was revised to unlimited suppor t just eight days later  on March 23.  These 
measures have provided more normal behavior s in tr easur y markets, 
which is something that many say needed to happen before the stock 
market could settle.  In an inter view  w ith NBC on March 24, Fed Chair  
Jerome Powell stated "the Fed w i l l  not r un out of ammunition."
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Slow ing the Spr ead of  COVID-19:  The pace of the spread is the big 
issue that has an astonishing 80% of the United States on some form of 
lock-dow n.   The U.S. went from 1,000 cases on March 11, 2020 to over  
400,000 in ear ly Apr i l , doubling ever y three to f ive days in March.  Even 
w ith slow ing, cases w i l l  exceed one mi l l ion.  States are r epor ting that 
10-30% of confi rmed cases have  been admitted to a hospital.  Capaci ty 
is a concern and there is alr eady a global supply shor tage of cr i tical 
care i tems.  Slow ing the spread gives supply a chance to catch up to 
demand and ultimately saves l ives.

The char t   above shows ci t i es ar e having di f fer ent  ex per iences.   
Clear ly areas w ith higher  population densi ty have greater  challenges.   
Manhattan (not show n in graph) has over  80,000  cases alone, by far  the 
most.  Other  factor s are less clear  and w i l l  be analyzed for  years: ini tial 
detection, testing capabi l i t ies, and the timing/compliance of stay at 
home measures.  Seattle was the f i r st U.S. ci ty to have over  100 cases 
and they have had relative success f ighting the spread. 

Road Map to Reopening:  This is an extr emely complex si tuation and 
reopening may take time.  Former  FDA Commissioner  and the 
Amer ican Enterpr ise Insti tute suggest three phases in "A Road Map to 
Reopening" giving us a preview  of how  reopening may work.  

Phase 1:  Slow ing the spr ead . This i s wher e we ar e today.  Exiting this 
phase w i l l  occur  on a state-by-state basis when the fol low ing conditions 
have been met:  14 days of  sustained r educt i on i n  cases, and local  
hospi tal s having safe capaci t y l evel s to t r eat  al l  pat i ents.  The hope 
is for  states to exi t this phase in May and June. 

Phase 2: Reopening.  The repor t suggests i t w i l l  be more of a soft 
opening than a grand opening.  Warmer /humid air  and stay at home 
effor ts w i l l  slow  the spread, but not el iminate the vir us.  Schools and 
businesses may reopen, but the vir us w i l l  sti l l  be present and cer tain 
precautions may remain (l imitations on tr avel and large gather ings).  
Phase 2 also r equir es r apid and readi ly avai lable testing.  On Apr i l  2, 
Detroi t began administer ing new  tests that produce results in as l i ttle as 
15 minutes.  Pr ior  tests have taken days or  even weeks for  r esults.   

Phase 3:  Im m une pr otect i on.  This w i l l  be our  grand opening when al l  
distancing measures may be l i f ted.  A "r eturn to normal" is l ikely when 
a vaccination is avai lable.  

When w i l l  we have a vaccine?  Widespread avai labi l i ty is expected to 
ar r ive in 12-18 months.  Incredibly, l ive tests have alr eady begun w ith 
volunteers in the Seattle area.  At least three other  candidates plan to 
begin testing this year  as well .  

Gover nm ent  Suppor t :  To help provide a br idge to r eopening, the United 
States Government approved the $2.3 tr i l l ion CARES Act (Coronavir us Aid 
Relief and Economic Secur i ty Act), passed on March 27.   The rel ief 
package includes $290 bi l l ion in dir ect payments and $260 bi l l ion in 
temporar y expansion of unemployment benefi ts. According to Vice 
President Mike Pence, the average family of four  w i l l  r eceive $3,400.  
Income l imits do apply.  Checks w i l l  be deposi ted star ting late Apr i l  2020. 
For  m or e i n for m at ion on di r ect  paym ents v i si t  IRS.gov/cor onavi r us.

The Act set $377 bi l l ion aside for  small businesses, $350 bi l l ion of  which 
is the Paycheck Protection Program. These loans feature payments that 
are defer red for  six months and the loans may be forgiven i f  proceeds 
are used to maintain employees and wages.  The CARES Act  am ounts to 
10.7% of   2019 U.S. GDP.  I t  i s the l ar gest  r el i ef  package in  U.S. h i stor y.   

Economy:  Accor ding to Dr . David Kel l y, Chief  Mar ket  St r ategi st  at  
JPMor gan, the economy i s set  for  a fal l , a stal l , and then a sur ge.  
(This idea pair s well  w i th the three phases of the Road Map to 
Reopening.)  We are in the fal l  phase.  Apr i l  and May are going to be 
tough months. In the f i r st two weeks of the shut-dow n more than nine 
mi l l ion Amer icans f i led for  unemployment.  Those are r ecord smashing 
numbers, more than the last four  months of 2008 combined.  The off icial 
unemployment r ate for  March (r eleased on Apr i l  3) was 4.4%, but the 
r eal time number  is l ikely much higher.

Quar t er ly Econom ic Updat e Cont inued
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In a CNBC inter view  on Apr i l  6, former  Fed Chai r  Janet  Yel l en  said the 
r eal time number  could alr eady be as high as 13%.  She also estimated 
at least a 30% decline in second quar ter  GDP.  I t is impor tant to note that 
the number  is annualized. The duration and depths of the "fal l  and stal l" 
w i l l  be a huge factor  in the type of r ecover y we have in the second half .  

More debt, potential ly fewer  businesses, and savings r estoration are a 
few  examples of how  demand may be weakened.  As an example, Dallas 
Fed President sees unemployment making a sharp r ecover y dur ing the 
r eopening phase from the mid-teens, but r emaining close to 8% through 
2020, before another  move lower  in 2021.  The CARES Act is intended to 
keep as many businesses and individuals solvent as possible, to promote 
as strong a r ecover y as possible.  Additional packages are alr eady being 
discussed, including expansion of the small business program.

Whether  we are talking about jobs, earnings, or  GDP, a big por tion of 
the pain is l ikely to come from industr ies most impacted by social 
distancing.  The char ts below  show  these sector s make up 19% of GDP 
and 20% of the labor  for ce going in to the shutdow n.

Sector  per for m ance:  The table to the r ight shows large cap stocks 
outper formed small caps as they general ly have stronger  balance 
sheets.  Grow th (r ed) outper formed value (purple), in par t due to higher  
exposure to technology and health care stocks.  Natural r esources were 
especial ly hard hi t, par ticular ly oi l .  On top of sharp demand reduction,  
Saudi Arabia increased production after  Russia r efused production cuts.  
Oi l  pr ices dropped to a low  of $20 per  bar rel from over  $50 per  bar rel in 
Februar y, putting a squeeze on U.S. oi l  producers, which general ly need 
higher  pr ices to be prof i table.  President Trump gave oi l  markets some 
rel ief, r eaching out to both countr ies to begin negotiations.

Wher e do we go f r om  her e?  War ren Buffett's par tner  Char l ie Munger  
r ecently shared the quote "a man never  steps in the same r iver  tw ice; 
the man is changed and so is the r iver."  Whi le markets and recessions 
have simi lar i ties, the kind of sudden stop we are exper iencing is 
something ver y di f ferent.  That makes forecasting even harder  than i t 
alr eady is.  There is optimism in ear ly Apr i l , but we have yet to see 
corporate earnings from the f i r st quar ter  and the second quar ter  w i l l  
be even worse.  Remember  to think long-term through the volati l i ty.

Rebalance:  Late Apr i l  and ear ly May have histor ical ly been a good 
time to r ebalance.  Before doing so, i t may be  w ise to r evisi t your  r isk 
tolerance and objectives to ensure you are in the r ight por tfol io.  
Ref inance:  I f  you have a 30-year  mor tgage over  3.5% you may want to 
r ef inance as r ates have come dow n.  I t could also provide an 
oppor tuni ty to access cash depending on the value of your  r esidence.   
Roth:  With markets being below  peak levels, i t may be a good time to 
consider  Roth contr ibutions or  conversions.  For  more r esources visi t 
our  websi te: w w w.spect r um investor .com .  You can f ind " Financial  
Tips for  Navigat i ng COVID-19"  under  the Newsletter s tab, "Special 
Newsletter s and Updates" section.  We also have l inks to weekly market 
updates under  the "Resources and Links" tab.

This pandemic is happening on the 75th anniver sar y of the Battle of 
Iwo Jima dur ing Wor ld War  II , when 7,000 Mar ines gave their  l ives for  
our  fr eedom.  Today we are simply being asked to si t on the couch.   
Stay posi tive, stay connected to fr iends, and say thank you to our  f i r st 
r esponders.  For  a r eview  or  your  por tfol io, cal l  1-800-242-4735. 

DOW: 21,917 10 Yr  T-Not e: 0.70%

NASDAQ: 7,700 Inf lat ion Rat e: 2.3%

S&P 500: 2,584 Unem ploym ent  Rat e: 4.4% 

Data as of 3/31/20 unless otherwise noted. The Dow Jones Industrial Average is comprised of 30 
stocks that are major factors in their industries and widely held by individuals and institutional 
investors. The S&P 500 Index is a capitalization weighted index of 500 stocks designed to 
measure performance of the broad domestic economy through changes in the aggregate market 
value of 500 stocks representing all major industries.  The NASDAQ Composite Index measures 
all NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market.  
Barrel of Oil: West Texas Intermediate. Inflation Rate: CPI. The market value, the last sale price 
multiplied by total shares outstanding, is calculated throughout the trading day, and is related to 
the total value of the Index. Indices cannot be invested into directly.  
To determine which investment(s) may be appropriate for you, consult your financial advisor prior to 
investing. All performance referenced is historical and is no guarantee of future results. All indices are 

unmanaged and cannot be invested into directly.

Morningst ar  Cat egory Averages 1st  Qt r 1 Year 3 Year

 Intermediate-Core Bond 1.57% 6.78% 3.90%

 Allocation 50%-70% Equity -14.74% -7.01% 1.48%

 Large Cap Value -26.77% -17.73% -2.11%

 Large Cap Blend -20.92% -9.97% 2.80%

 Large Cap Growth -15.48% -3.72% 8.65%

 Mid Cap Value -32.53% -25.38% -6.89%

 Mid Cap Blend -28.28% -20.69% -3.71%

 Mid Cap Growth -20.64% -11.17% 4.66%

 Small Cap Value -36.89% -31.64% -11.15%

 Small Cap Blend -32.37% -26.41% -6.82%

 Small Cap Growth -24.59% -17.66% 1.69%

 Foreign Large Cap Blend -23.39% -15.67% -2.74%

 Real Estate -26.35% -19.21% -2.77%

 Natural Resources -33.28% -30.96% -10.93%
Source: Morningstar, 3 yr return is annualized. Morningstar classifies categories by 
underlying holdings and then calculates the average performance of the category. 
Past performance is not an indication of future results. Returns in Blue = Best, 
Returns in Red = Worst. Please see Benchmark Disclosures on page 6.

Sp ectr u m  I n vestor ®  Up date
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Unem ploym ent  and Wages: US unemployment jumped to 4.4% in March 2020, and w i l l  cer tainly go higher  in the next few  months due to 
COVID-19. The char t below  provides a look at previous high unemployment numbers. According to JPMorgan, economic data l ike 

unemployment, histor ical ly lags the stock market per formance by an average of four  and a half  months.  

Annual  Retur ns and Int r a-Year  Decl i nes:  The char t below  i l lustr ates the year -end return of the S&P 500 Index vs. the intr a-year  decl ines 
for  the past 40 years.  As of March 31, 2020, the S&P was dow n 20%, due to the COVID-19 epidemic.  According to JPMorgan, the stock market 
histor ical ly f inished up dur ing 76% of calendar  years.  This char t can help a long-term investor  understand the volati l i ty of the market, and 

why, in most cases, the best thing to do is stay the course.



Spectrum Investor ® Quar ter ly Newsletter   

Diver si f i cat i on Benef i t s: At Spectrum we suggest balanced por tfol ios for  the major i ty of our  cl ients, for  example 60% stocks and 40% bonds.  We 
also suggest annual r ebalancing in late Apr i l  and ear ly May to r eal locate back to your  target.  As the char t on the left i l lustr ates, bonds in a 

por tfol io buffer  the losses of stocks dur ing market cor rections. Oi l  Mar kets: Russia and Saudi Arabia entered an oi l  pr ice war  dur ing the f i r st 
quar ter  to dr ive dow n the pr ice of oi l  from close to $50 a bar rel to $20. The pr ice of oi l  also fel l  due to lack of demand from the COVID-19 

epidemic.  President Trump has been negotiating w ith Russia and Saudi Arabia to cut production, which has increased the pr ice of oi l  to close to 
$26 per  bar rel, helping the markets.

S&P 500 Index  at  In f l ect i on Points:  The char t below  i l lustr ates the per formance histor y of the S&P 500 from 1996 to March 31, 2020.  As you 
can see, the S&P 500 dropped in the f i r st quar ter  of 2020 by 24%.  I t has since r ebounded due to stimulus news and the possible peak of 

COVID-19 in New  York.  As of Apr i l  8, 2020, the S&P 500 is dow n -14.88% (Marketwatch).
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Spect rum  Wealt h Managem ent
Emergency Fund

Fictional character  Ron Burgundy (played by Wil l  Fer rel l) summed i t 

up best: ?Boy, that escalated quickly.? The year  2020 was chugging 

along nicely and was quickly bl indsided by COVID-19.  Nobody thought 

we would be in this posi tion so  quickly, but here we are.  From a 

f inancial planning perspective, we always tr y to prepare our  cl ients for  

a si tuation l ike this ? a ?worst case? scenar io.  We prefer  to see our  

cl ients in a posi tion that al lows them to meet their  goals r egardless of 

the market movements.  This can look ver y di f ferent for  ever yone, but 

we?re going to discuss the most basic step that ever yone can take to 

protect themselves going for ward.  We?re also going to talk about a big 

change to IRA accounts that went into effect w i th the CARES Act.

Em er gency Fund.  Ever yone needs an emergency fund.  An emergency 

fund is an account or  accounts in l iquid instr uments (savings/money 

market) that can be accessed immediately after  some sor t of f inancial 

emergency.  Financial emergencies don?t discr iminate and can happen 

to anyone.  Bankrate?s 2018 Financial Secur i ty Index sur vey said that 

only 39% of people had enough in savings to cover  a $1,000 emergency. 

That?s a huge number  of people who don?t have any sor t of  emergency 

fund.

Many people w i l l  r ely on credi t cards for  those f inancial emergencies.  

However , credi t cards come w ith ver y high interest r ates.  When 

monthly balances aren?t paid off , you end up paying more for  the 

emergency, which w i l l  ultimately affect your  credi t score.  An 

emergency fund is a much more appropr iate solution.

A big question often asked is ?How  much should I have in this 

emergency fund??  Ever yone is di f ferent and so is the amount.  

Industr y exper ts l ike Clark Howard and Dave Ramsey suggest an 

amount equal to 3-6 months of dai ly l iving expenses.  Suze Orman 

suggests up to 8 months.  With the Great Recession of 2008-2009, many 

were arguing that the amount should be 9-12 months!  The cur rent 

economic environment could cer tainly cause exper ts to evaluate that 

number.

That?s a big r ange for  many people, but you can easi ly nar row  that 

dow n by your  comfor t level.  Perhaps you?re in a si tuation where your  

income is based only on commissions paid a few  times per  year.  You 

may want to have closer  to 12 months of your  l iving expenses on hand.  

I f  you?re r eti r ed and your  income is based on social secur i ty and 

pension payments, that number  may be closer  to 3 months.  We have 

many cl ients w ith a cer tain number  in mind.  They don?t sleep at night 

unti l  they have $XX,000 in their  savings account.

Whatever  your  emergency fund amount is, be sure to keep i t in a bank 

savings account or  money market.  I t needs to be l iquid and 

somewhere that can be accessed when i t is needed.  Be careful that i t?s 

not TOO easi ly accessible and is a temptation to use.  A big pi le of cash 

in your  sock drawer  is too easy to r aid, especial ly when those Gir l  

Scouts are knocking at your  door  and are tow ing a wagon ful l  of 

cookies.  FDIC Insured savings accounts are best.  You won?t earn much 

interest at this point, but don?t be tempted to invest the funds in 

something r iskier.

Most emergency funds aren?t created immediately, but are formed over  

time.  I f  you don?t have an emergency fund cur rently, you can star t by 

funding i t through monthly or  bi-monthly tr ansfer s into a savings 

account.  Just a l i ttle at a time can add up unti l  you r each your  

emergency fund goal!

CARES Act .  Let?s shi f t gears and talk about the r ecent legislation that 

was signed into law  refer red to as the CARES Act.  Par t of the CARES Act 

deals w ith r eti r ement accounts and the suspension of Requir ed 

Minimum Distr ibutions (RMD).  Within the 880 pages of legislation, the 

?R? is being r emoved from RMD for  2020.

How  does this work?  When you reach age 72, you?re r equir ed to take 

out a minimum distr ibution from your  IRA or  r eti r ement plan account.  

This r equir ement was suspended for  2020.  This is a big benefi t to 

individuals who do not NEED to l ive on the funds from their  RMD.  

Unfor tunately, this does not apply to distr ibutions taken pr ior  to the 

CARES Act going into law.  Distr ibutions taken in 2020 cannot be rol led 

over  to an IRA unless i t fal ls w ithin the 60-day rol lover  l imitation.

If  you haven?t alr eady taken your  2020 RMD and you don?t need the 

money as par t of your  l iving expenses, you may want to consider  

holding off  on your  distr ibution.  Since distr ibutions from reti r ement 

accounts are taxed at ordinar y income rates, this could be a big savings 

for  individuals.  As always, we suggest that you speak w ith your  tax 

advisor  about these changes in order  to determine i f  they can be to your  

benefi t.

Benchmar k Disclosur es: Mor ningstar  Categor y Aver ages: Morningstar classifies mutual 

funds into peer groups based on their holdings. The Category Average calculates the average 

return of mutual funds that fall within the category during the given time period. The following 

indexes and their definitions provide an approximate description of the type of investments held by 

mutual funds in each respective Morningstar Category. One cannot invest directly in an index or 

category average. Inter mediate-Ter m Bonds: Bar clays US Agg Bond Index?Measures the 

performance of investment grade, US dollar-denominated, fixed-rate taxable bond market, 

including Treasuries, government-related and corporate securities, MBS, ABS and CMBS. 

Allocation 50%-70% Equity?These funds invest in both stocks and bonds and maintain a 

relatively higher position in stocks. These funds typically have 50%-70% of assets in equities and 

the remainder in fixed income and cash. Lar ge Cap Value: S&P 500 Value Index?Measures the 

performance of value stocks of the S&P 500 index by dividing into growth and value segments by 

using three factors: sales growth, the ratio of earnings change to price and momentum. Lar ge Cap 

Blend: S&P 500 Index?A market capitalization-weighted index composed of the 500 most widely 

held stocks whose assets and/or revenue are based in the US. Lar ge Cap Gr owth: S&P 500 

Gr owth Index?Measures the performance of growth stocks drawn from the S&P 500 index by 

dividing it into growth and value segments by using three factors: sales growth, the ratio of 

earnings change to price and momentum. Mid Cap Value/Mid Cap Gr owth: S&P MidCap 400 

Index?A market cap weighted index that covers the complete market cap for the S&P 400 Index. 

All S&P 400 index stocks are represented in both and/or each Growth and Value index. Mid Cap 

Blend: S&P MidCap 400 Index?Measures the performance of mid-sized US companies, reflecting 

the distinctive risk and return characteristics of this market segment. Small Cap Value: Russell 

2000 Value Index?Measures the performance of small-cap value segment of Russell 2000 

companies with lower price-to-book ratios and lower forecasted growth values. Small Cap Blend: 

Russell 2000 Index?Measures the performance of the small-cap segment of the US equity universe. 

It includes approximately 2000 of the smallest securities based on a combination of their market 

cap and current index membership. For eign Lar ge Cap Blend: MSCI  EAFE NR Index?This 

Europe, Australasia, and Far East index is a market-capitalization-weighted index of 21 non-US, 

developed country indexes. Small Cap Gr owth: Russell 2000 Gr owth Index?Measures the 

performance of small-cap growth segment of Russell 2000 companies with higher price-to-value 

ratios and higher forecasted growth values. Real Estate: DJ US Select REIT Index?Measures the 

performance of publicly traded real estate trusts (REITs) and REIT-like securities to serve as proxy 

for direct real estate investment. Natur al Resour ces: S&P Nor th Amer ican Natur al Resour ces 

Index? Measures the performance of US traded securities classified by the Global Industry 

Classification Standard (GICS) as energy and materials excluding the chemicals industry and steel 

but including energy companies, forestry services, producers of pulp and paper and plantations. 

Past performance is no guarantee of future results.

IRS Indexed Limits for 2020: 
401(k), 403(b), 457 Plan  Deferral Limit is $19,500.

 Catch-up Contribution limit is $6,500. Source: www.irs.gov

Br ian Whit e, CFP® |  Wealth Manager
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