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COV I D -1 9 S P E C I A L E D I T I O N

MARCH MADNESS

Each quarter brings new challenges
to navigate as we work with our
clients toward their financial goals.
It's impossible to pinpoint a quarter that has
had more turbulence and uncertainty. We
started the year on the tailwinds of incredible
performance in the stock market after equity
indices ended 2019 at all time highs, but the
first quarter of 2020 was anything but smooth
sailing. The first sign of trouble to rattle
investors’ resolve was a possible war with Iran
after the killing of General Qasem Soleimani
— which now seems like a distant memory
especially after how global events further
escalated in the quarter.
Like many of the disruptions that shake markets,
the conflict with Iran was a transitory event and
not a development that fundamentally changes
the direction or shape of the economy. It’s much
easier to maintain your resolve when there’s
recent experiences that you can glean from
when deciding the answers to How long will this
last? and How will this affect the markets long
term?. Our focus remained on corporate earnings, a strong
job market, and an accommodative Federal Reserve. Kneejerk reactions or repositioning weren’t necessary because
data continued to be supportive to economic growth.
Even amid the selloff from escalating fears of the pandemic
spread of COVID-19, data was trickling in illustrating the
prior strength of the domestic economy. In February, existing
home sales increased 6.5% to 5.77 million annual homes,
beating consensus and rising 7.2% from the year prior.

Fundamentals for the economy and the stock market were
strong, and the S&P 500 hit several new, all-time highs
between mid-January and mid-February.
However, it took just 21 days for the risk of a global pandemic
to mutate the longest bull run in history to the quickest
market downturn recorded. The S&P 500 tumbled 34%
from the mid-February highs to the late-March lows. With
lockdowns, orders to shelter-in-place and the escalating

threat of a deadly virus, the indices plunged into bear market
territory. As we enter the second quarter and wade through
this volatility, something to remember is that the market is
pricing in uncertainty. The market is a discount mechanism
that is forward looking; the selloff wasn’t based on reported
earnings or the escalation of the pandemic, but an anticipation
of those events. This correction wasn't initially based on
already realized slumping returns or lost productivity, but
rather the uncertainty around what may or may not come
to pass. Earnings season will give us a hint of the effects the

pandemic is having on global growth, but it won’t be until
we are a few weeks into the second quarter that we can
grasp the initial impact on corporate profits. Corporations
reporting their Q1 earnings will provide markets more data,
direction, and clarity on how quarantines, shutdowns and
cancellations have affected economic growth.
The first signs have already started trickling in as first-time
jobless claims skyrocketed to 3.282 million on March 21st
and then 6.648 million claims on March 28th, jaw-dropping
numbers to be sure. In comparison, the week ending on
February 1st had just 201,000 claims. With a historic
$2.3 trillion fiscal stimulus passing a divided Congress and
providing much needed relief, people and businesses were
finally given some sense of stability in these trying times
with enhanced unemployment insurance and stimulus

checks up to $1,200 per individual. It’s likely that workers
will need continued support as shelter-in-place remains the
new normal. We expect to see a narrative form around what
the three prior stimulus measures left out and what steps
can be taken to fill those gaps in round four.
With all facets of life impacted by COVID-19, it will require
strategic planning, focus, and a level head to navigate the
challenges we will face as we continue our path into the
unknown. No one knows what will unfold over the next
several months, but we are here to work with you along the
way to manage the twists and turns that we come across.
In this edition of Karp Capital Financial Focus, we’ll outline
the anatomy of this correction, the strategy to wade through
this market turbulence, and the financial planning strategies
you can use to take control over your financial future.

THE MARKE TS DID WHAT ?
The major U.S. stock indices all dropped sharply in the
first quarter on concerns over the economic fallout
from the coronavirus pandemic.
But, the tech-heavy Nasdaq (-10.12%)
relatively outperformed the other three
major indices, thanks to large-cap tech
companies being viewed as somewhat
insulated from the economic fallout
compared to many other industries. The
S&P 500 (-20.00), Dow Jones Industrial
Average (-23.20%) and
Russell 2000 (-30.89%)
all saw larger declines in
the first quarter.
By market capitalization,
large caps outperformed
small caps in the first
quarter, and that is
what we’d expect when
market
declines
are
driven by concerns about
future economic growth,
because large caps are
historically less sensitive
to
slowing
growth
than small cap stocks. Also, large cap
companies have better access to the
capital markets to raise the cash they
need to fund their operations. From an

investment style standpoint, growth
relatively outperformed value, yet
again, due to strength in large-cap tech.
On a sector level, all eleven S&P 500
sectors finished the first quarter with
negative returns. Defensive sectors,

those that are less sensitive to changes in
economic activity like utilities, consumer
staples, and healthcare outperformed
other sectors, which is historically

typical in a down market. Technology
shares also outperformed the S&P 500,
again due to relative strength in largecap tech companies as its businesses
are thought to be more resilient to this
specific economic disruption than other
parts of the market.
Conversely, cyclical sectors, those
that are more sensitive to changes in
economic activity, badly lagged the
S&P 500 in the first quarter. Energy
was, by far, the worst performing sector
in the S&P 500, as it declined sharply
due to plunging oil prices. Material and
industrial stocks also underperformed
on fears of reduced future
earnings if there is a prolonged
global economic slowdown.
Looking internationally, foreign
markets also declined in
the first quarter, and again
underperformed the S&P
500. Foreign developed
markets slightly outperformed
emerging markets, although
barely so, as the economic
fallout from the coronavirus
is
widespread
globally.
Emerging markets did benefit
from a rebound in Chinese
markets in March, as China was
successful in containing the coronavirus
and its economy began to re-start late in
the first quarter.

MARKET PRICE PERFORMANCE AS OF 3/31/20
MARCH 2020

1ST QUARTER 2020

2019

THE CLOSE

DOW

-13.74%

-23.20%

22.34%

21,917.16

S&P 500

-12.51%

-20.00%

28.88%

2,584.59

NASDAQ

-10.12%

-14.18%

35.23%

7,700.10

RUSSELL 2000

-21.90%

-30.89%

23.72%

1,153.10

MSCI EAFE

-13.82%

-23.43%

18.44%

1,559.59

GOLD

-2.79%

5.23%

18.33%

1,596.60

CRUDE OIL

-56.51%

-66.29%

33.80%

20.48

Morningstar US
Interm-Term Treasury Bond

1.25%

4.22%

5.88%

*0.68%

MS Category Avg-Muni CA
Intermediate

-4.05%

-1.71%

6.12%
*10 YEAR TREASURY RATE

THE INVESTMENT STRATEGY
PLAYBOOK

A

bear market is not a fun time
to be an investor but provides
more opportunity than any
other stage of an economic cycle.
Whether we enter a technical recession (two consecutive
quarters with year-over-year declines in GDP) is yet to be
seen, but the playbook is that of a recession. Although the
stalling economy was caused by something different than
anything we have seen, market behaviors of this recession
and others have similarities- the good gets thrown out with
the bad. Volatility presents opportunities, and the time to
adjust portfolios is often in the thick of it.

COVID-19 has been a shock to both the supply and
demand sides of the economy but certain sectors have
been hit harder than others. We are adding banks to the
investment strategy, as banks are now selling at a massive
discount. Mortgage rates actually started to increase in the
middle of March, while treasury yields were just coming off
all-time lows. This creates an increased spread (difference
between mortgage rates and treasury yields) that can
benefit the profitability of banks. We do not anticipate
serious defaults or delinquencies as lending guidelines
have been stricter than they were leading into the 2008
financial crisis. Financials, banks in particular, was the
worst performing sector outside of energy, and we believe
are oversold given the changing market conditions.

Although we see the energy sector as a potential
opportunity given the steep drop in prices, we are sitting
on the sidelines for now. There is uncertainty beyond
COVID-19 for the direction of oil prices and energy
companies alike and trying to predict variables of supply
and demand is not a risk we are taking at this time—there
are other opportunities in this market. Fortunately, in our
clients’ portfolios we did not own energy, transportation
companies, or restaurants and were not heavy on banks
leading into the COVID-19 pandemic.
Given the changing environment, we are removing
weighting from international equities, and we have scaled
back to near zero exposure. This is part of our strategy
to raise more cash to both weather through the current
volatility as well as leave us with the buying power we'll
need to enter the market when opportunities are presented.
Both domestic and international markets alike are selling at
a considerable discount from just a few months ago, and
we are focusing on iconic domestic companies that are

well positioned to operate in the new normal and reclaim
earnings quickly when we enter the inevitable economic
resurgence. We have had strong conviction in technology,
healthcare, and communication services, and this remains
a theme of ours heading into the second quarter. We
are redeploying cash to these sectors broadly, and also
picking specific industries we like such as software,
semiconductors, biotechnology, and telecommunications.
Another addition to our asset management strategy during
this period of increased volatility has been to add exposure
to hedged equity strategies. Hedged equity, simply put,
behaves like equity but protects on the downside at the
expense of capping the potential upside returns. With
volatility high and interest rates low, hedged equity reprices to provide more favorable risk profiles. Think of it as
insurance, which has also become cheaper.
We have also been active in the bond markets. In March, the
markets experienced a spike in yields of not just corporate
bonds, but municipal bonds as well—reduced prices are
presenting prime buying opportunities in these markets as
significant dislocation in fixed income prices rarely occurs.
However not everything on sale is of good value. The yield
curve has steepened sharply since the start of this selloff.
The Treasury Market had a positive return for the quarter,
but investment-grade corporate debt, high-yield and
emerging market debt are down by double digits.
Municipalities are another case of the good getting thrown
out with the bad. Lead in part by massive redemptions
by institutional money managers, such as mutual fund
companies, liquidity became an issue for the muni market
causing prices to temporarily fall. The market is repricing
credit risk as cash flows can become an issue for lower
quality debt. We are not buying airport revenue bonds in

this market environment, but Cal State General Obligation
bonds, tax collection bonds, and school district bonds are
all priced at levels that warrant the minimal risk associated
with the securities.
The COVID-19 pandemic is a global event that put a
quick end to the run of our expansionary cycle. This is
not to be confused with the Great Recession, caused by
systemic weakness of the banking sector and the failure
by government to provide adequate regulations for credit
markets that were overextended and misallocated. This is
a serious event, but in time it will pass. The economy is
more resilient than investors are currently pricing into the
market. We do not know if the markets will test the lows
we saw in Q1, nobody can be certain. We do not know
how long we will be asked to isolate, but we do know bull
markets almost always gain traction when the economic
situation looks most dire. What is similar in almost every
recession since WWII, the markets will bottom long before
the economy regains momentum.
We will get through this together, in isolation. The amount
of structural reform to government, companies, and our
lifestyles is yet to be seen and is dependent on the time
frame of social distancing and the depth of the economic
stagnation. When we come out the other side, pent up
demand will drive a significant boost to economic activity.
Investors who anticipate and position into the sectors or
industries that are most primed to participate in the recovery
and evolve to the new normal will be rewarded. Markets
are forward looking, and it is important that investors stay
focused on long-term goals while we make adjustments
to manage short-term uncertainty and volatility. We are
optimistic on equity and bond market returns looking
forward, and we're ready to tactically put cash to work.

IS YOUR MONE Y WORKING FOR YOU?

As individual investment goals vary,
so do the strategies to get you there.
With interest rates at all-time lows, it’s
important that your money is working
towards your financial goals. This market
correction provides opportunity to
position your idle cash to strategies that
are based on your risk tolerance. However,
if a short-term need for cash arises, Karp
Capital Management can help you access
the liquidity you need without pausing the
strategy we’ve implemented or increasing
your tax burden.

Before selling investments when markets are down,
realizing capital gains, taking out a loan or accessing your
home equity please reach out
to discuss how we can help
you strategically access the
equity you already have. It’s
important that we’re a part of
the conversations that affect
you financially so we can
provide advice and strategies
that are aligned with your
long-term goals.

GET TING BACK
TO BUSINESS
COVID-19 has been a
massive disruption to
businesses, especially for
those in the retail and
service sectors. While you
can’t plan for all of life’s surprises, you
can have contingency plans in place
to minimize the scale to which you,
your clients, and your customers are
affected. Depending on the line of
business, certain companies can reduce
the impact of life-disrupting events to
maintain some sense of normalcy.
Karp Capital Management has invested
the time and money to develop plans
and implement technologies that allow
us to continue to serve our clients - even
with rolling blackouts or quarantines.
We have the ability to work remotely
and still provide the same level of
service as we do when our whole
team is under one roof. As a partner to
businesses and business owners, we
can make recommendations based
on how you run your business so
that you can keep doing so during
whatever may come next. If you feel
like you lost more productivity than
you had to, let’s start a conversation
today.
As this crisis continues, there are
resources available for businesses
that are experiencing hardship and
loss, including the Economic Injury
Disaster Loan Assistance (EIDL)
program from the U.S. Small Business
Administration. These loans can be a
maximum of $2 million and can be used
to pay fixed debts, payroll, accounts
payable and other bills. The loans have
terms up to 30 years with rates as low
as 3.75% for small businesses and
2.75% for non-profits. EIDL applicants

receive a $10,000 emergency grant
within three days of applying and do
not have to repay it if used to covered
the aforementioned expenses.
The Coronavirus Aid, Relief and
Economic Security (CARES) Act also
allows for disaster loan proceeds that
are used to cover payroll, rent and
utility costs (up to 2.5 times average
monthly payroll) through the Payroll
Protection Program (PPP), to be

IF YOU FEEL LIKE YOU
LOST MORE PRODUCTIVITY
THAN YOU HAD TO,
LET’S START A
CONVERSATION TODAY.
converted to a federal-tax-free grant
by the end of the year. The principal
portion of the PPP can be forgiven for
the eight-week period following the
dispersal of the loan, so long as only
25% or less of the loan is used towards
non-payroll expenses. This will provide
much needed relief for struggling
business as well as the employees that
count on that income.

Small businesses can apply for and
receive both Economic Injury Disaster
Loans and the Payroll Protection
Program loans but must use each for
different qualified expenses.
There are ways to insure against these
unknowns. If you’re a business owner
worried about the future financial
costs of business closures, staffing
complications or any other risk inherent
in your industry, please give us a call.
We can help you evaluate whether
your current insurance coverage
and cash reserves are sufficient and
help you find solutions for any gaps
in coverage or liquidity needs.
For businesses with high revenues,
there are options outside traditional
lines of insurance to protect you
and your business, some with tax
advantages.
We have a network of bankers, CPAs,
lawyers, and other consultants to
coordinate the action plan that work
for you. The road to your long-term
goals entails proper financial planning
to smooth out the bumps along the
way. Let’s start the conversation today
to position your business for continued
financial success.

LE T 'S GE T FISCAL

I

t’s shocking on its own that Congress has been able to pass three stimulus
measures in under a month but even more so when you consider the depth
and breadth of each piece of legislation. Retirement rule changes, expanded unemployment

benefits, stimulus checks and Federally guaranteed small business loans are just some of the solutions to the issues presented
by COVID-19. The following are some of the provisions included in the recent packages that could help your family and your
business during these difficult times.

FOR BUSINESS:

FOR INDIVIDUALS:

» You can defer payment on your 2020 payroll taxes for
two years, paying 50% in 2021 and 50% in 2022. There’s
also a Payroll Tax Credit for 50% of the wages paid to
employees while your business was either partially or
fully suspended

» If you have a COVID-19 related distribution you can
take out up to $100,000 from your retirement accounts
without paying the 10% early withdrawal penalty

» Business filers with losses on their ’18, ’19, or ’20 tax
returns can amend for a refund instead of carrying
forward those losses
» Expanded eligibility for sole-proprietors and other selfemployed workers to the expanded unemployment
insurance benefits

» 2020 Required Minimum Distributions (RMDs) have been
suspended
» Unemployment benefits were extended and increased
by an extra $600 a week
» Stimulus checks for 2018 earnings of less than $100k,
as high as $1,200 per individual for those who made less
than $75k, $500 per child

NADA 2020

On Valentine’s Day we
hosted one of our biggest
events of the year: the
second annual cocktail
party for our auto dealer
clients and auto industry
partners. We’re appreciative to all

who attended and made it a wonderful
weekend. With clients coming from
all over the country, we are grateful to
everyone who chose to spend their trip
to Las Vegas with the Karp Capital team.
With more than 15 years of experience
and expertise working with auto
dealerships and their owners, Karp
Capital Management understands
the financial intricacies of managing
reinsurance accounts and overall
business finances. Our active management
strategy benefits those with dynamic

cash flows and many moving parts to
their financial lives, namely our auto
dealer clients.
As a fiduciary, we provide our auto
dealership clients with tactical financial
guidance and investment services for
auto reinsurance, while also providing
integrated wealth management services
for owners. By knowing the needs of
their businesses, we can better serve
our clients. We take time to learn about
all our clients and their businesses,
to ensure they have an investment
strategy that is the right fit for them.
This twofold approach maximizes the
potential outcome for your entire wealth

picture, while minimizing business and
personal risk.
By helping with strategic planning
related to core business functions
-- along with personal financial,
investment and retirement planning
-- we strive to be a comprehensive
resource to help both owners and their
employees reach their financial goals.
Karp Capital strives to be a valuable
resource for busy business owners so
they can continue to do what they do
best: successfully service their clients
and grow their business.

OIL'S SLIP

W

hile COVID-19 deserves most of the
blame for this economic downturn, one
exacerbating factor was the collapse in
commodity values lead by capitulating oil prices.

one importer of crude oil. Also, airlines
around the world are feeling the hard
effects of the coronavirus not only
impacting flight demand but in some
cases entirely grounded fleets. The
novel coronavirus has also forced
the consumer to stay in isolation,
which contributes to the dwindling
demand for gasoline. With businesses
shuttered and commerce slowed, the
decline in consumer spending will have
an amplified effect on U.S. GDP
as consumers will have diminished
incomes and won’t have a chance
to spend any of the savings from
lower gas prices.
Another concern is that extremely
low oil prices are not sustainable
for continued operations given
the cost to produce oil. Across
the oil patch, there will likely be
bankruptcies, loan defaults, job
losses, a halt in capital spending
and other economic disruptions
as revenues won’t be sufficient to
support current operations. The
last time we saw oil prices close to
this level was in 2015.

The decline in oil prices was spurred
by a disagreement between Saudi
Arabia and Russia on cutting global
oil production, which led Russia to
sever ties with OPEC. In turn, Saudi
Arabia announced plans to boost
oil-production capacity to a record
13 million barrels a day, and Russia
countered by ramping up current daily
production by 500 thousand barrels.
The effects of this was felt on March
9th, when the price per barrel of oil had
its sharpest single-day decline since
the Gulf War in 1991, plummeting by
24%. All the major market indexes
also dropped more than 7%, and the
10-year Treasury yield fell to a record
low. With the OPEC+ production deal
ending on April 1st, Saudi Arabia
and Russian are expected to further
escalate their production and further

discount oil prices on April 5th. With
the start of the second quarter, this
supply war shows no signs of stopping.
Compounding the problem, the effects
of the COVID-19 virus has undermined

WITH THE START
OF THE SECOND
QUARTER, THIS
SUPPLY WAR
SHOWS NO SIGNS
OF STOPPING.
global energy demand, especially in
China, as the country is the number

At Karp Capital, we have been
prudent in staying away from
investing in oil and energy given
the increasing competition for market
share between top oil producing
countries such as the U.S., Russia,
and Saudi Arabia. In the fixed income
market, energy sector bond yields are
skyrocketing (and prices falling) as their
credit ratings are being downgraded
to junk status. In the equity markets,
energy sector stocks have plummeted
as domestic oil and gas producers begin
to struggle to compete with cheaper
fuel from Saudi Arabia and Russia.
However, we believe that there is a
buying opportunity in the future if the
Saudis and Russians get back on good
terms to smooth out the geopolitical
situation surrounding OPEC’s failure to
agree on production cuts.

HOW TO APPLY FOR AN SBA LOAN

T

he Coronavirus Aid, Relief, and Economic Security (CARES) Act is a
$2.2 trillion relief bill that was passed in response to the detriments
caused by COVID-19. The CARES Act offers, with the help of the
Small Business Administration (SBA), loans for small businesses that have
been struggling as a result of mass quarantine and other coronavirus
related closures or losses.
The Payroll Protection Program, one of the key provisions of the act, provides up to $350 billion in
forgivable loans for qualifying small businesses and non-profits to use towards payroll, rent and utilities,
and other payments that would have been possible if not for the pandemic.

IMPORTANT INFORMATION
Economic Injury Disaster Loans

Paycheck Protection Program Loans

» Loan amount: up to $2 million

» Loan amount: up to $10 million

» Rates: 3.75% (2.75% for private non-profits)

» Rates: 1% on balance after amount forgiven

» Term: 15 or 30 years based on business’s

» Repayment Period: 2 years on balance not
forgiven

repayment ability
» Repayment Period: 10 years

» Loan Fees: No cost to apply for these loans

» Loan Fees: No cost to apply for these loans

» Eligible businesses: Small businesses and some
sole proprietorships and non-profits

» Eligible businesses: Small businesses and some
sole proprietorships and non-profits
» Tax returns only required for loans over $500K
» Personal Guarantee: Only for loans $200,000+

» Personal Guarantee: No
» Collateral Requirements: No
» Payment deferrals: At least 6 months

» Collateral Requirements: Yes, for loans $25,000+
» Payment deferrals: 1 year

Apply through the SBA Disaster Application Portal: https://covid19relief.sba.gov.
Create a username and password and save the application as completed. For help filling out the appropriate forms,
contact Small Business Development Corporation (SBDC) office: https://americassbdc.org.
There is a $10,000 advance for the Disaster SBA 7(b) loan, the SBA must distribute within 3 days of your application,
and if denied, you do not have to repay the advance.
If you need additional resources to help you complete the application process, give us a call. We can help you develop
a strategy to get the funding you need for your business.

FED TURNING ON THE SPIGOT

A

s we mentioned in several prior editions of the Karp Capital Financial
Focus, United States debt, for fixed income purposes, has been the best
house in the worst neighborhood.

While U.S. debt is considered the
most stable bonds in the world, it
has consistently been yielding more
than developed peers, sometimes
substantially so. Especially given the
amount of international sovereign
debt with negative yields continues
to mount. Spreads between domestic
yields
and
their
international
counterparts is one of the reasons we
have remained bullish on fixed
income, especially on the long
end of the yield curve. This
has played favorably as market
volatility
and
uncertainty
compounded the demand for
fixed income and drove 10-year
and 30-year treasury rates to all
time lows.
As a bear market threatened to
drive both domestic and global
growth to a halt, the Federal
Reserve had to once again dive
into its bag of tricks to keep
credit markets assured and
prevent the currency markets
from freezing up. First, in a
rare move, the Fed first made
a surprise 0.50% cut to shortterm lending rates to add
liquidity to the market and provide
monetary stimulus. This extraordinary
move offered only a moment of
reprieve from a steep market sell off as
fear and uncertainty quickly dominated
market sentiment over the promise
of cheaper borrowing rates. This was
later followed by an announcement
that the Fed would be buying $1.5
trillion in debt to maintain liquidity in
the repo market as volatility threatened
the health of the markets.

However, those two extraordinary
measures did nearly nothing to assuage
investors' concerns. With the country
in a near shutdown and fears of halting
economic growth, the Federal Reserve
committed to another drastic action a
day prior to its planned policy meeting:
cutting short term interest rates to
near-zero while increasing the new
Quantitative Easing (QE) program by

debt which was shortly followed by
a new announcement that the Fed
would add munis to its balance sheet
to increase liquidity and keep the credit
markets from freezing up.
At its third emergency meeting the Fed
announced new “extensive” measures
to include corporate debt in the
quantitative easing program to buoy the
commercial paper, corporate
bond and ETF markets. The
central bank further expanded
the QE program to be “in the
amounts needed”, eliminating
the restrictions on how much
debt to purchase each month
to keep the markets supported.
The notion that the Fed would
approach the problem with
no holds barred instilled more
confidence in the market
than any of the previously
announced measures managed
to do.

another $700 billion a month to inject
liquidity into the market. This move
wasn’t immediately welcomed by the
market as futures plummeted with the
new sign of panic and more signs of
seizing economic growth.
As the crisis has expanded in scope, so
have the actions by the Fed to increase
liquidity and stabilize the fixed income
markets. The strain on the bond
markets lead to a spike in Municipal

Interest rates returning to
near-zero will have major
implications on the markets
and
economic
growth.
Corporations can fund their operations
with low-interest debt and invest in
the future, instead of stock buybacks,
as it’s more necessary now than it has
been in quite some time. Low rates
present ways for consumers to get
back on their feet when economic
activity regains traction. Importantly,
it allows the government to finance
fiscal stimulus at historically low
rates to minimize the burden of these
extraordinary measures.

TO FREEZE OR NOT TO FREEZE

T

here are a multitude of factors
that go into developing and
maintaining a retirement plan for
you and your business. With both a dynamic
market environment and severe strains on businesses
due to COVID-19, it’s possible your company’s retirement
plan could benefit from advanced
strategic planning to weather the
storm.

making some, or all, of your 2019 contribution now to take
advantage of future upside and better position your plan
when this market volatility subsides.
With so many unknowns for 2020, it may turn out that you
will be in a better position at the end of the year than current
events lead you to believe. You also have the opportunity to
unfreeze your plan by December 1,
2020 and continue along the current
charted course for your company’s
retirement plan funding.

Businesses that have been materially
impacted by current events have
until May 1, 2020 to freeze Defined
Benefit or Cash Balance retirement
plans and limit their funding liabilities
for the 2020 tax year. Given this
market correction, we recommend

As experienced retirement plan
consultants, Karp Capital can
guide you through the hurdles that
the current market environment
presents and allow you to focus on
what you do best.

CLIENT SPOTLIGHT: JEFF WEISFELD

Jeff Weisfeld is the President of Fruit Distributing,
a small family produce company that does business
with grocers and warehouses throughout southern
and central California.
Jeff's fascination with the produce
industry began at 5 years old going
on trips with his father to the grape

peaches, plums, and nectarines for the
first summer of ten in Visalia.
Fast forward, Jeff studied economics
at UCSB where he met Peter Karp
and began a friendship that has since
become a professional relationship as
well. Upon graduating in 1985, Jeff
dove back into the produce industry and
started working at his father Harold's
company, Fruit Distributing. In 1996,
Harold stepped back and Jeff took the
reins.

vineyards in Delano. His start in the
industry was at 11 years old when
he began to help his dad sell grapes,

The company has grown in success but
has kept the small business structure.
The company purchases hundreds of
millions of dollars in produce to sell
to grocers and warehouses, donating
any remaining fruits and vegetables to

local food banks and other community
groups. Fruit Distributing is one of the
top donors to the Los Angeles Regional
Food Bank and continues to aid in the
fight against hunger in America.
While
so
many
non-essential
businesses are shutting, the produce
industry, including Jeff's company
Fruit Distributing is exempt from the
lockdown and has been credited as a
key factor in sustaining a semi-normal
lifestyle in these trying times. It is times
like these when we see the true impact
of the workers and supply chains
essential to everybody's daily living
who weren't at the forefront and were
under-appreciated before the crisis. Jeff
and his staff continue to go into work
and risk their health for the greater
good of those who rely on the produce
industry as a source of nutrition and
livelihood.

GIVE ME SOME CREDIT

D

uring the first hints of volatility
at the start of March, the
flight to safety drove interest
rates to multi-year lows and had
lenders cutting mortgage rates to
be competitive in what looked like
the start of a new home refinancing
boom. The cost to borrow quickly fell to multi-year

lows and mirrored the drop we saw in Treasury yields. Yet,
as the equity market selloff intensified, it brought almost
equally as turbulent activity to bond pricing and the credit
markets. Spreads between Treasuries & Municipal Bonds
and Treasuries & High Yield Corporate bonds flummoxed
the markets and caused major selloffs in both high- and
low-quality debt. With the fixed income markets in turmoil,
lenders became apprehensive to add more debt to balance
sheets, leading to a sharp spike in interest rates as the
risk to issue new loans increased. As the market became
increasingly illiquid the Federal Reserve was spurred into
action to infuse cash into the market and cut interest rates
back to zero.
While it’s taken weeks for each monetary stimulus measure
to incentivize lenders to re-enter the market and lower
their rates to match the near-zero benchmark rates, we are
starting to see some increased activity in the mortgage rates

to continue along this trajectory for quite some time. Home
equity lines of credit are often based on the prime rate,
which has fallen 1.5% over the last month to 3.25%. This
not only makes it much less expensive to tap into the equity
in your home for short-term cash needs but it also provides
much needed relief for those who have already done so as
their interest falls.
Your home and investment properties are important pieces
of your overall financial picture and we encourage you to
include that information on your Karp Capital Client Portal.
It not only will allow you to get a better snapshot of your
entire financial picture, but it will allow us to incorporate
those assets into the strategic financial planning we do for
you. With your most current mortgage information on the
portal, we can easily alert you when refinancing could be in
your favor.
The unlimited document storage vault also allows you to
securely store your important financial documents, such
as the Note for your loan, monthly statements, insurance
information, and tax documents. By storing this information
in one place, it makes it easier for you to complete financial
projects like refinancing, taxes, or estate planning.
Give us a call to start preparing a file to jump on lower rates
and build out your client portal. With the shelter-in-place,
it presents an opportunity to gather the information you'll
need to make the most of the tools we have available for you.
If you need help uploading and entering the information to
fully form your financial picture, we’re available to walk you
through each step of the way.

GIVING BACK AT THE FOOD BANK

F

ood insecurity affects 1 in 6 people in America
and about 870,000 in the Bay Area, with most
being working families and senior citizens.

The detrimental effects from COVID-19
will only exacerbate these problems
in the near future. We were grateful
for the opportunity to help alleviate
part of the burden by organizing
donated resources from the Bay Area
community to help our neighbors in
need. On Saturday, February 29th
members of the Karp Capital team
spent their extra day of the year

volunteering for the SF/Marin Food
Bank, sorting through and packing
thousands of pounds of oranges to
minimize the impact of hunger on the
Bay Area community. We also wanted
to give a special thanks to eightyear-old Carson Karp, the youngest
volunteer at the food bank, for joining
the Karp Capital staff that day!

ME WANT COOKIES

One rare upside to the shelter-in-place
is the opportunity to slow down a little
and enjoy the time we have with our
family and loved ones at home. An activity
that is always sure to leave everyone smiling (or mouths-full)
is baking cookies. Recently, we had the chance to try the
delicious chocolate chip cookies from Bonjour Bakehouse,
a local Bay Area company, and are big fans! The owner of
Bonjour Bakehouse and pastry chef Francois Bernaudin is
one of our clients and was gracious enough to share his
recipe for you to make at home.
Unfortunately, he had to pause his operations due to the
shelter-in-place, but we encourage you to bake his cookies
at home. Once the bakery is back up and running, we
encourage you to try all his other creations by visiting his
website, www.bonjourbakehouse.com

BONJOUR BAKEHOUSE
CHOCOLATE CHIP COOKIES
YIELDS 12 COOKIES

INGREDIENTS
» 1/2 cup butter (1 stick)

» 1/4 tsp salt

» 1/4 cup brown sugar

» 3/4 cup chocolate chips

» 1/4 cup white sugar

» 1/2 cup all-purpose flour

» 1/4 tsp baking powder

» 1 egg

» 1/4 tsp baking soda

» 1 teaspoon vanilla extract

DIRECTIONS
1. Preheat oven to 400˚F (195˚C).
2. In a bowl, blend the flour, brown sugar, white sugar,
baking powder, baking soda, salt and chocolate chips by
hand.
3. Mix in 1 stick of butter (room temperature), 1 egg slightly
beaten and 1 teaspoon of vanilla extract with your hand.
(or it will be easier to have your children do it)
4. Ideally you want to wait 24 hours and let the dough rest,
but if you live with kids this might be impossible; so shape
the dough into walnut size balls and place them 2 inches
apart on a parchment lined baking sheet.
5. Bake for 10-12 minutes depending on how you like your
cookies.

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.
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