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FINANCIALFOCUS
POSITIONING YOUR FINANCIAL WORLD IN THE GLOBAL ECONOMY

A TALE OF T WO MARKE TS

2019 was the best year for U.S.
equities in over six years. The Nasdaq led

all indices with a 35.23% return. The S&P 500 (28.88%),
Russell 2000 (23.72%), and the Dow Jones Industrial
Average (22.34%) all saw impressive returns. A year ago
these results would surprise many investors as 2019 started
with investor sentiment crashing through the floor and with
it, the markets. Many were more than uneasy about both an
inverted yield curve and the projections set by the Federal

Reserve to continue tightening monetary policy. Three
planned rate hikes and a significant trimming of the Federal
Reserve balance sheet fueled apprehension and in turn,
volatility. The market turmoil set expectations that 2019
would be the beginning of the end of the bull run. Yet, as is
often the case, things didn’t unravel as expected.
The volatility dominating the markets going into the beginning
of the year was assuaged by a more accommodative Fed.
As we mention in prior editions of the Karp Capital Financial

Focus newsletter, this malleable attitude gave investors
confidence that the Fed wouldn’t slam on the breaks and
stymie market growth. But after much ado, markets ended
the year strong and the global economy left us with relatively
sound fundamentals going into the new decade.
The consensus for earnings growth for the S&P 500 in 2020
is 9.6%, revised downward from initial expectations of 11%
due to decreasing corporate margins, partly from rising
wages. Although expectations are lower, 9.6% growth is still
substantially higher than the growth we saw in 2019 which
is estimated to be around 3.5%. Housing starts are strong,
interest rates have slid back close to multi-year lows, and
inflation has remained subdued. Unemployment still hovers
at all-time lows while wage growth has shown continued
signs of strength, most evident within the bottom
quartile of the work force, those with the highest
propensity to spend their marginal earnings.
As the Fed has reoriented back to a more
accommodative monetary policy, adding hundreds
of billions of cash into the market, we believe
inflation may accelerate in the second half of the
year. As we saw during the periods of Quantitative
Easing during the financial crisis, the Fed has been
adding debt to their balance sheet to increase
money supply and keep rates artificially low. In
December 2019, over $150 billion was added to
the balance sheet. With money supply increasing
at an annual rate of 12%, the extra liquidity in the
market may weaken the dollar in 2020, buoying
domestic profits as the U.S. markets become more
attractive to international companies. In addition to more
money in circulation, we expect monetary velocity to gain
steam as international economies see new signs of growth,
in part because of progress on trade agreements. This could
mean we’ll be back on Fed watch towards the end of this
year.
The markets followed the trade deal with China like a hawk.
With each new development in talks came bursts of market
movement in various directions depending on how each side’s
inclination towards a deal had changed. Trade negotiations

will continue to be a major theme throughout 2020 as the
United States-Mexico-Canada Agreement (USMCA), an
updated NAFTA, passed congress with bipartisan support.
There’s also been a trade agreement with Japan, which was
much needed after the Trump administration pulled out
of the Trans-Pacific Partnership. Tensions with China will
remain tenuous and dominate the headlines, but we remain
cautiously optimistic that the current détente will result in
phase one of an agreement.
Politics won’t be removed from the equation as a cloud
of uncertainty will hang over the market until after the
election in November 2020. Whether it be the impeachment
proceedings or the presidential election, uncertainty brings
volatility which could avail opportunities for those who focus
on fundamentals. In the United Kingdom, a no-deal Brexit
weighed down sentiment and yet markets reacted favorably
when clarity was provided (desired outcome or not).

After the killing of the leader of Iran's Islamic Revolutionary
Guard Corps, Qassem Soleimani, escalating tensions with
Iran are likely to be a cause of volatility in the markets. In
the immediate aftermath, markets opened lower only to
recover much of the losses the same day as the initial bout
of fear subsided. As with much of the recent geopolitical
turmoil, we expect investors to continue refocusing towards
economic fundamentals and lift the markets higher.
In the new decade we intend to be steadfast in our
resolve; a focus on economic fundamentals, the direction
of the dollar and the direction of interest rates will help
distinguish what’s important from all the noise. In this
edition of Karp Capital Financial Focus we take a look back
on the last decade and chart a course for how we’ll start
the next one: with a sound investment strategy, a focus on
financial planning and setting you up with the tools you’ll
need to succeed.

MARKET PRICE PERFORMANCE AS OF 12/31/19
FOURTH QUARTER

2018

2019

THE CLOSE

DOW

6.02%

-5.63%

22.34%

28,538.44

S&P 500

8.53%

-6.24%

28.88%

3,230.78

NASDAQ

12.17%

-3.88%

35.23%

8,972.60

RUSSELL 2000

9.52%

-12.18%

23.72%

1,668.47

MSCI EAFE

7.81%

-16.14%

18.44%

2,036.94

GOLD

3.06%

-1.57%

18.33%

1,517.18

CRUDE OIL

12.37%

-24.11%

33.80%

60.76

Morningstar US
Interm-Term Treasury Bond

-0.12%

1.43%

5.88%

*1.92%

MS Category Avg-Muni CA
Intermediate

0.60%

0.81%

6.12%
*10 YEAR TREASURY RATE

TIME IS MONE Y

A

s the decade has
come to an end,
we’d like to reflect
on where we started and
how much things have
changed over the last ten
years. The markets have made a

strong and enduring recovery since the
depths of the Great Recession, while
economic growth has been volatile and
tepid, nevertheless.
We have seen strong growth in
several industries and segments of the
economy, while others struggled to
keep up with the times. For example,
there has been strong growth in
e-commerce, moderate growth in Gross
Domestic Product (GDP) per capita,
and decreases in both crude oil prices

and the unemployment rate. In January
of 2010 the Nasdaq was at 1,876.72,
and the S&P 500 at 1,102.56; both
increased to 8,972.60 and 3,230.78,
respectively.
Following the Great Recession in 2008,
GDP per capita experienced a 4.49%
plunge; however, for the 2010 decade
the U.S. was on a continuous path of
recovery with a peak GDP per capita
value of $62,641. Similar to how the
year started, the start of the decade

also had investors on edge and unsure
of what their financial futures may hold.
Though with time came continued
innovation that propelled growthoriented businesses forward as, even in
trying times, there are chances to seize
opportunities.
This growth is evidenced by the rapid
increase in Amazon’s market cap from
2015 to the end of the decade. Amazon
began the decade with a consistent
upward trend in market cap value that
accelerated in 2015 to $315B, then
exponentially growing to almost $1T
in July of 2019. This made founder
Jeff Bezos the richest man in the
world. Amazon’s market-cap finished
the decade at $929.605B. The online
domination of retail was a major trend
that affected much of the consumer
discretionary and staple sectors.
The focal point was how quickly
the industries were transitioning to
accommodate consumer preferences.

Another tech giant, Apple, rang in the
decade with the iPhone 4, retailing at
$199, which introduced FaceTime and
improved displays. With each update to
the iOS, the Apple hardware boasted
a new dimension of higher resolution
than ever before, making the digital
camera far more obsolete. The result:
the iPhone 11 Pro/Pro Max, the current
version of the 2020 iPhone, retailing at
a whopping price of $999+. This is a
completely different smart phone than
the iPhone 4 released at the beginning
of the decade, at a completely different
price.
Although prices for tech products have
skyrocketed in the last ten years, prices
for everyday commodities, such as
eggs, have stayed relatively the same,
or even decreased. The average price
of a dozen eggs in 2010 was around
$1.87 whereas the average price now is
around $1.40.

Separately, crude oil prices have proven
to be extremely sensitive to ebbs and
flows in global growth and can change
drastically from one week to the next.
On January 5th, 2010, oil was priced
at $81.74 per barrel. During the first
half of the decade, per barrel prices
stayed within the range of $75 to
$115, then overall prices dropped and
remained low, within the range of $30
to $75, finishing at $58.99 per barrel on
December 31st, 2019.
Growth stocks are a great example of
the importance of exposure to equity
over the long run as the potential for
higher returns increases the likelihood
of reaching your long-term financial
goals. It’s important that your wealth
grows along with the cost of everything
else. Sitting on the investment sidelines
can hold you back. With prudent asset
management you cannot only keep up
with the times but thrive in them.

S TUDENT DEBT

Many think of student debt as a burden
unique to Gen X-ers and Millennials,
young professionals starting out trying
to both pay off their loans and save for
retirement. However, the reality is that this $1.5T
problem affects approximately 44 million Americans.

There are a variety of different types of loans underneath
the umbrellas of federal and private loans. It is important
to understand which loans are best for you when planning
for higher education for your kids, grandkids, or yourself.
Following the planning process, you must find ways
to manage your student debt and see if refinancing or
consolidation is a viable option. Once that decision is made
it is imperative that you begin to pay off your loans as early
as possible.
Employee benefits surrounding paying off student loans
have become the most sought-after attraction to new hires.
These benefit programs are becoming the new 401(k) plans.

Employers are matching contribution rates for student
loan payoffs and even providing direct payments toward
outstanding student loans. These are a few ways some
employers are taking a proactive approach to aiding the
financial planning and future health of its employees, while
attracting young talent.
We are here to help you every step of the way and can help
you get organized so that you are able to both pay off your
student loans and prepare for retirement all while staying
financially healthy.
Here at Karp Capital we try to stay ahead of the trends and
when a new opportunity to help our clients presents itself,
we take full advantage.

THE NEW ROARING '20s

It’s difficult not to be
amazed at how the
market came back from
such bearish sentiment
and how we’re entering
a new year with quite a
bit more optimism. While

unsettled trade deals, impeachment and
elections are concerns that will linger
into the new decade, one can make
the case with economic and market
fundamentals that this prolonged bull
run is not over yet. Household debt
levels, improving corporate earnings,
and increased equity valuations are
just some of the factors that support
our investment thesis. Additionally,
with three rate cuts last year, the full
impact of these stimulus measures may
not be fully realized until well into 2020
as it’s normal for these accommodative
actions to take up to 12 months to bear
fruit.
We anticipate a weakening dollar
for a variety of reasons. Interest
rate spreads between the United
States and other developed
nations is a key contributor, as we
expect yields between the U.S.
treasury and other sovereign debt
to converge. Also, our expectation
that trade tensions are moving
in the right direction boosts the
outlook for our international trading
partners and the strength of their
economies. Additionally, the impact
of a Brexit conclusion will likely lift the
Euro and the Pound higher. Although
a weakening dollar may generate
additional profits domestically, the
dollar is a counter-cyclical currency
that moves in the opposite direction of
the global economic cycle. The rest of
the world will benefit even more from
global growth than the U.S. will.

The U.S. stock market has widened the
gap of higher profit margins compared
to that of other major markets in 2019,
but with domestic wage growth, we
don’t expect this trend to continue;
the stage is set to reap the benefits of
international diversification. In 2017
we saw the developed and emerging
markets alike outperform U.S. equities,
and we are positioning our portfolios
for this to happen again. Economic
growth may very well re-synchronize,
and in times of global growth, exposure
to the world market is important for
risk-adjusted growth. With rising
global tensions, it can make investors
apprehensive
about
international
risks. However conflict in the region is,
unfortunately, not a new development.
Technology and Healthcare were the
two best performing sectors for Q4
2019. We remain bullish on healthcare,
as valuations look inexpensive and
the forecast for earnings growth is

WE BELIEVE RATES ARE IN
A HEALTHY PLACE AND
ARE LOW ENOUGH TO
SUPPORT GROWTH OF
THE ECONOMY.
strong. We believe the healthcare
sector has the most to lose in the 2020
elections, but we do not forecast this
result. We have seen unprecedented
and remarkably unexpected results to
elections as recently as 2016, but it
is hard to imagine anything except a
divided congress following the 2020
cycle. What does this mean? We think
healthcare has overpriced the likelihood
of a democratic sweep (decreasing
valuations), which would be necessary

for healthcare reform in this partisan
environment. The healthcare sector also
has earnings that are concentrated in
the U.S., removing the need for a trade
deal to grow profits. We also remain
optimistic on technology. In an era of
5G fast approaching, and IoT (internet
of things) becoming a reality more
than a forecast, we prudently remain
invested in the technology sector and
will until economic fundamentals show
compelling signs of deterioration.
Valuations in the technology sector
are expensive, nothing like 2001,
but justifiably expensive as moving
forward there will be a shift in capital
spending among business, from plants
to technology. This could lead to higher
marginal productivity for each dollar
spent. As we get deeper into the new
year, we anticipate scaling back some
of the defensive sectors that at this
point are starting to look unjustifiably
overvalued. With an expectation
for corporate earnings to accelerate
domestically and internationally,
we anticipate the cyclical sectors to
outperform Utilities and Staples, as
we foresee only a slight downward
movement in interest rates.
Valuations are important in the
equity markets, but they are not
everything. Year-after-year we
see cheap stocks get cheaper and
growth stocks appreciate. This
can be justified and warranted in not
only individual stocks but sectors as
well. This, however, is not a reasonable
approach to developing and executing
a fixed income strategy. Unlike the
equity markets, where returns are not
limited by valuations, the fixed income
markets allow investors to calculate
exact rates (yields), limiting the returns
over the life of a bond, but also providing
proposed returns. With fixed income,
the markets establish a starting point,

and that is our opportunity to lock in
credit at an exact rate, under specific
conditions, for a set amount of time. In a
low interest rate environment expected
returns are lower, while volatility of
bond prices is higher. This is where
active management gets rewarded.
We adjust fixed income strategies to
increase or decrease exposure to credit
quality or to duration (a measure of

price/return sensitivity to fluctuations
in interest rates). Just because the
10-year treasury rate closed Q4 at
1.92% does not mean our hands are
tied. We see more upside to duration
than downside, which means we are
investing with the anticipation of
rates continuing to fall in the first half
of 2020 as we saw throughout 2019.
The Fed has taken a pivot and raised

the bar for changes in economic data
to drive change in monetary policy.
The Fed forecasts no changes to rates
in 2020, while the markets are pricing
in one rate cut in the second half of the
year. Additionally, Fed Chair Jerome
Powell said in October “We would
need to see a really significant moveup in inflation that’s persistent before
we would consider raising rates”. We
believe rates are in a healthy place and
are low enough to support growth
of the economy. The Fed wants to
have the necessary tools available
to combat a potential deceleration in
growth (which we do not forecast in
2020), and the Fed wants to be viewed
as impartial to the upcoming election
cycle. We think the executive branch
will very possibly be determined by
the state of the economy in Q4 2020,
and the Fed chair is well aware the
impact rate cuts and language used
to describe upcoming policy can have
on the economy and the markets.
Additionally, we see opportunities in
international fixed income. The risk of
capturing additional yield in emerging
market debt is well worth taking given
the forecast of a depreciating dollar.

START OFF THE NEW YEAR RIGHT

W

ith the New Year comes
a multitude of lofty
resolutions to make next
year better than the last While we can’t
help you get in more steps or go skydiving, we can help you
establish savings strategies to put away the most you can
towards retirement and save on taxes.

The IRS has increased both contribution limits and income
thresholds for 2020 and it’s important that you’re aware so
you can maximize your savings and set up a strategy for the
new year. The first bastion for retirement is your employersponsored 401(k) plan with a new 2020 deferral limit of
$19,500, and $26,000 for those 50 and over. Be sure to
contact your Human Resources or Payroll department to up
your deferrals to the new maximum.

If an employer-sponsored plan isn’t available to you, you can
make an IRA contribution to defer taxes on your income;
that limit will remain the same at $6,000 with an extra
$1,000 catch-up contribution for those 50 and over. Even if
you are participating in your 401(k) plan, you can choose to
make an after-tax contribution to your IRA that will allow
those funds to grow tax-deferred until retirement. You
have until the tax-filing deadline (or until you file) to make
your contribution for 2019. Start your new year retirement
savings off strong with both 2019 and 2020 contributions
to begin growing your retirement savings now.
Even after you’ve exhausted the tax-advantaged avenues
available to you, it’s always wise to establish recurring
contributions to your taxable brokerage account. You’ll
thank yourself for setting up an aggressive savings plan
once it’s time to retire. With three interest rate cuts in

2019, and none planned for 2020, your savings account at
the bank is likely paying next to nothing.

We will work with you to optimize your saving strategy for
tax-efficiency and long-term growth. Contact our office to
set the wheels in motion for a successful new year.

RETIREMENT CONTRIBUTION LIMITS
2020

2019

IRA or Roth IRA contribution limit

$6,000

$6,000

Catch-up contribution limit for IRA or Roth IRA, 50 and over

$1,000

$1,000

Single

$65,000

$64,000

Married Filing Jointly

$104,000

$103,000

Married Filing Jointly and one spouse is covered by a plan

$196,000

$193,000

Single

$124,000

$122,000

Married Filing Jointly

$196,000

$193,000

Elective deferral limit for 401(k), Roth 401(k), 403(b), Roth 403(b), & 457 Plans

$19,500

$19,000

Catch up Contribution limit for 401(k), Roth 401(k), 403(b), Roth 403(b), & 457 Plans

$6,500

$6,000

Annual limit to SEP IRA Plans

$57,000

$56,000

IRA Deduction phase-out limit starts at:

Roth IRA contribution phase-out limit starts at:

TAXES SLOWING DOWN
YOUR NEW YEAR?

Every year, we experience a rush in
December as business owners hurry
to establish retirement plans before
year-end to take advantage of taxsaving opportunities available to
them and put away money towards
their long-term goals. If, as you close your
books for 2019 find that taxes are dragging down your
savings from your business, you should reassess your
retirement strategy and structure.

and $26,000 for those 50 and over who are eligible for
catch-up contributions, this could mean significant savings
for all the members of your team.

If you don’t have a plan in place, we can help you assess the
best strategy for you and your employees so that everyone
has the help they need to save towards their financial
goals. Not all retirement plans are created equal and costs
can vary based on a multitude of factors including number
of employees, their individual compensation and annual
revenue. We’ll work with you to find the strategy and
resources you need to set everyone up for success. The
retirement planning team at Karp Capital is available to help
educate and advise your employees so that they have the
support and information they need to save for their futures.
With updated 401(k) deferral limits increasing to $19,500,

Often, there are avenues for business owners and highly
compensated employees to compound on their 401(k)
savings to put even more money away for retirement. With
options such as Profit Sharing, Defined Benefit and Cash
Balance plans you could be putting away significantly more
money towards your retirement. If you own a business with
high cashflows we recommend running an analysis of your
current plan to see what other strategies are available to you.
Let’s get this conversation started today. You can start 2020
by contributing more towards retirement and avoid the end
of the year rush to save on taxes.

KEEP TR ACK OF YOUR EMPLOY EE BENEFITS

E

veryone has various complexities to their financial life and sometimes
the moving parts can become difficult to track. This is one of the
reasons that we invested resources into our Karp Capital Client Portal.

Whether it’s your assets managed by Karp Capital,
your real estate, insurance policies or accounts
elsewhere, the portal is a tool that provides one-stop
access to your entire financial picture.

It’s important that you have a comprehensive view
of your entire balance sheet for long-term planning
but it’s also important that we, as your advisor and
asset manager, understand the various components
of your net-worth so that our efforts towards your
goals are coordinated and strategic. It’s common for
investors to have a significant portion of their networth in accounts provided by their employer and
those accounts should be working towards the same
goals as your actively managed accounts.
We have always encouraged clients to provide us
with their 401(k) statement every quarter, along with
investment options, so that we can provide advice
on how those funds should be allocated and the
Client Portal makes that process easier. By syncing
your 401(k) account, we’ll be able to review your
allocation without the typical hassle of downloading
and forwarding statements.

Another employee benefit that adds complexity to
your financial picture are employee stock options.
The portal allows us to assess how much of your total
net-worth is comprised of your concentrated stock
position and in real-time. We can
see when new shares have vested
to make the determination of how
to handle that newly liquid position
to prevent over-exposure to one
particular stock, add diversification
to your total net worth, and manage
your tax liability.
One feature of the portal is longterm planning and the ability to build
out cash flow analyses to project
your future income and expenses,
with taxes taken into consideration.
If your employer provides a Deferred
Compensation or Pension Plan, we
can model how these income streams
will work for you in the future and in
retirement.
If you haven’t started using your
Client Portal, please reach out to start onboarding
today. If you haven’t linked your 401(k), Stock Option,
or Deferred Compensation accounts provided by
your employer we encourage you to do so. It will help
provide structure, clarity and peace of mind so you
can focus on your goals.

ONE FEATURE OF THE PORTAL
IS LONG-TERM PLANNING AND
THE ABILITY TO BUILD OUT CASH
FLOW ANALYSES TO PROJECT
YOUR FUTURE INCOME AND
EXPENSES, WITH TAXES TAKEN
INTO CONSIDERATION.

CLIENT SPOTLIGHT:
JOY MORRIS DDS

Joy Morris began her dental career at the young age of
16 by working as a dental assistant in San Francisco.
from the University of the Pacific School
of Dentistry in 1993. The twin sisters
are first generation college graduates,
with origins rooted in Greece.

She received on-site training and saw
the value in dentistry as a quality career
path for women. As a result, she, along
with her twin sister Connie, decided
to pursue higher education until they
received their DDS degrees. They were
the youngest and only twins to graduate

The most rewarding part of Joy’s career
is helping her patients walk away happy
and confident; knowing that changing
one’s self-esteem by giving them a nicer
smile makes a significant difference in
peoples’ lives. She and her sister each
have over 20 years as solo practitioners
running their own private practices.
Joy grows her business strictly through
word-of-mouth referrals. She doesn’t
compete with her sister, rather they are
working professionals and best friends.

In her free time, Joy practices healthy
lifestyle habits when she is not
prioritizing her two children, who are
near graduating college, or running her
own business in San Francisco. She
enjoys the simple things in life and is
an avid runner to help maintain a clear
mind. The most valuable takeaway
she believes is educating her children
to give them the necessary tools to
survive and become assets to society.
They are currently attending Chapman
University and UC Berkeley and
continue to brighten her life through
their successes.
Dr. Morris has considered teaching
dentistry, conceivably returning to the
University of the Pacific to advise upand-coming dentists with a focus on
the psychology of human connection
in private practice. The doctor-patient
relationship in dentistry is nearly just as
important as the practice itself.

BECOMING INDEPENDENT CR AB FEED

Becoming Independent has been providing support services for people with
developmental disabilities in the North Bay since 1967.
human abilities for the mutual benefit of our Community – is
fulfilled through programs designed to educate and assist
individuals as they seek their own paths to personal fulfillment
and independence.
Karp Capital Management is a proud sponsor of BI's annual
Crab Feed! Join us at BI's Crab Feed, hosted on Saturday,
January 18th, 2020 at the Santa Rosa Veterans Building (1351
Maple Ave. Santa Rosa, CA 95404), and indulge in a delicious
crab dinner, local beer & wine, an array of raffle items, and an
impressive silent auction. Thank you for your partnership in
supporting BI and we look forward to seeing you there!
With over 50 years of experience, Becoming Independent (BI)
helps people with intellectual and developmental disabilities to
live meaningful and productive lives. BI's purpose – Elevating

Tickets and more info available on-line at:
www.becomingindependent.org

WHAT WE'RE UP TO:
ANNUAL CLIENT APPRECIATION E V ENT

O

n December 5th we hosted our
11th annual Client Appreciation
Event, this time at the City Club
of San Francisco. We’re always

about the wine served and the history of their winery. If
you were unable to make it this year, you were missed,
and we hope to see you at our next celebration.

grateful to see so many of our clients in
one place and to celebrate another year of
partnership and good fortune. It’s the perfect
opportunity for clients to meet the Karp Capital
staff who have been working on their behalf
throughout the year and for long-time clients
to meet the new members of our growing
team. We’re thankful for the opportunity to
work with each and every one of you and
we look forward to further building on our
relationship in the years ahead. We enjoy
seeing our clients mingle and the relationships
they've built with each other over the years at
our dinner.
We are especially appreciative of our client,
Jessica Link of Davis Estates, for speaking

SECURE AC T

W

e always keep up to date
with changes in the law,
especially when they affect
our clients and their financial health.
Going into the end of the year, Democrats and Republicans
came to rare compromises for a comprehensive spending
bill to keep the government running and advance initiatives
from both sides of the aisle. One key provision is the
SECURE (Setting Every Community Up for Retirement
Enhancement) Act which brings major reforms to both
traditional and stretch IRAs, incentivized saving for
retirement, and expanded the reach and participant pool
of 401(k) plans.
The SECURE Act is a bipartisan bill that addresses changes
in Traditional IRA contributions, Required Minimum
Distributions (RMDs), and other aspects of retirement
planning. It is the first major piece of retirement legislation
since the Pension Protection Act of 2006. Some of the
biggest changes that this bill brings are removing the age

limitation on traditional IRA contributions, changing the
required age at which people start taking RMDs, allowing
part-time employees to participate in 401(k) plans, and
abolishing the stretch IRA which causes changes for
trusts and estate planning.
Previously the age restriction for traditional IRA
contributions was for individuals 70½ and younger but
the SECURE Act removed the age limitations allowing
people who are still working to continue contributing past
the age of 70½ due to the increase in life expectancy. The
new rule also increases the age at which people need to
start taking required minimum distributions from 70½ to
72, but only affects investors who turn 70½ in or after
2020. Karp Capital will help by working with those of you
who were planning to take automatic distributions at 70½
and change the distributions or the plan accordingly as
well as editing and updating any other retirement plans
affected by the bill. Another change brought on by this
bill allows part-time workers who have worked more than
1,000 hours in one year or 500 hours for three consecutive
years to participate in retirement plans offered by their
employer.
The removal of RMDs for stretch IRAs will force many
trusts to amend certain language in order to ensure that

the beneficiaries of the IRAs do not have to pay higher
taxes in the future. A stretch IRA was a strategy which
allowed for tax-deferred growth of inherited IRAs for
non-spouse beneficiaries. It was referred to as a “stretch”
strategy due to the ability to stretch the life and tax
advantages of the IRA, the younger the beneficiary the
longer the time period for compounded growth. There is
now a 10-year limit in which the beneficiaries of inherited
IRAs must collect the assets within that period. This is a
distinct change from the previous option for beneficiaries
to receive payments stretched throughout their lifetime
without the pressure to withdraw immediately. We can
help you plan with these changes in mind to find the most
suitable option.

planning and savings. The bill allows for $10,000 of 529
plans to be allocated towards paying off student debt.
Another new feature of the SECURE Act is the option for
people to take out $5,000 from their 401(k) plans without
penalty to alleviate costs associated with adoption or a
child’s birth.
We will work with you through every part of the
retirement process, from contributions to distributions
and everything in between to make sure you are not at
a disadvantage through this transition and benefit from
these modifications.

This plan also offers flexibility with distributions which
rewards savers and affects more than just retirement

A NOTE FROM PE TER

T

his time of year is a special time for me and my family. It is a time to reflect
on what was and to look into the future. After the rush to accomplish
year end deadlines and the multitude of personal holiday obligations, it
is time to check how you truly feel.
In doing so, we can connect more deeply with our core values
and reflect on what we truly appreciate in our lives. Before
setting your intentions for the coming year, take a moment
to look back on 2019 and ask a very simple question:

“Did I live by my core values and
appreciate my life as much as I would
have liked?”
If the answer is “Not entirely,” we can declare 2020 as
the year we will answer that question with a
resounding “YES.” When we live from our core
values and regularly acknowledge the people
and things we appreciate in our lives, we
experience more happiness and peace on a daily
basis. The joyous emotions of new friends and
opportunities, the sadness of missing family
and friends who passed during the year all
culminate for an emotional roller coaster. This
is the time to prioritize what is truly important
to you. What do you want to accomplish in the
new year financially and professionally? Thank
you to our clients, associates and friends for
being part of an amazing year and going on this
incredible journey together. We will be sharing
many of the details of our investment strategy

and financial planning work in our upcoming conference
calls, newsletters and one-on-one meetings. As we
close the books on 2019 and look forward, we have
kept our heads down to continue to learn, understand
and address the changing financial landscape and how
it affects you. We are fortunate that you have entrusted
us at Karp Capital to be part of your life and to allow
us to craft, coordinate and implement financial solutions
for your business and family. We look forward to serving
you in 2020 and beyond.

All of us at Karp Capital Management thank you for your continued patronage.
It is a privilege to help you, your family and friends reach your financial goals.
Please remember that we appreciate your support and we’re flattered when
you refer your family and friends. If you know someone that would enjoy our
commentary on the market, please share the newsletter with them. If they
would like to receive our quarterly commentary please direct them to sign up
for the email edition at karpcapital.com.

If you have any questions on the analysis above, or would like to review
your portfolio’s performance, please call us at 1.877.900.KARP(5277).
At Karp Capital, we care about your financial world and how it is
positioned in the global economy.

Karp Capital Management Corporation
Registered Investment Advisor
info@karpcapital.com
karpcapital.com
P: 415.345.8185 | F: 415.869.2832
Mailing Address: 2269 Chestnut St.,
#308 San Francisco, CA 94123
Office Address: 30 Liberty Ship Way,
#3150 Sausalito, CA 94965
Follow Us:
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