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POSITIONING YOUR FINANCIAL WORLD IN THE GLOBAL ECONOMY

THE QUARTER IN QUAR ANTINE

It’s remarkable just how much can
happen in the world while you’re
stuck inside. The second quarter started when we

were just getting used to sheltering-in-place, with much
uncertainty on just how long it would last. The quarter ends
similarly, as the spread of COVID-19 has again worsened
across the country after hasty openings exacerbated the
crisis. Yet, the markets seemed to have shrugged off the
current economic turmoil to recover much of the gains that

were lost at the onset of the pandemic. Government stimulus
and a generous dose of optimism about future economic
growth have been the magic ingredients to cure investors’
malaise even as there is no cure in sight for the virus. There
are, however, multiple relief measures set to expire in Q3
that have helped people keep their heads above water and
the economy afloat. Enhanced unemployment benefits are
scheduled to sunset while the extended tax filing deadline

on July 15th means many will have even less cash to spare.
The benefits of the Payroll Protection Program will have
been fully distributed in the coming months, meaning that
the lifeline that many businesses and their employees had
will no longer be available and could cause businesses to
make some difficult choices. Already, GDP is expected to
have contracted 50% in the second quarter according to the
Atlanta branch of the Federal Reserve, compared to -5%
in Q1 when the initial impacts of the pandemic were just
being felt. While there has been a plethora of data that beat
estimates, including May’s reported 2.5
million gain in net unemployment and
June's 4.8 million, economic metrics
remain well below pre-crisis levels.
Even with more people going back to
work than those who lost their jobs in
May and June, the unemployment rate
is still a shocking 11.1%.
It suffices to say that the economy faces
major headwinds going into the second
half of the year but there are also reasons
to be optimistic. Each new advancement
in pharmaceuticals to treat or vaccinate
against the virus sends the market
higher as investors cling to the hope of
normalcy. The Federal Reserve is going
to extraordinary lengths to support
economic activity and has outlined
plans to remain accommodative for the
foreseeable future. Short-term interest rates are near-zero
and we expect the Fed’s asset buying program will drive
rates lower on the longer end of the yield curve as well.
It’s a great time to refinance debt and lower your monthly
costs. Also, there are lingering hopes that we’ll see another
round of fiscal stimulus, including prolonging the extended
unemployment insurance and another round of stimulus
payments. The PPP loan application deadline was extended

through August 8th, showing that there is still demand and
need for the program and the lifeline it provides.

are improving, however, it’s just over a quarter of the 19.7
million jobs that were lost in February and March.

The second quarter ended with the three major indices
recording multi-decade record returns for a single quarter,
with S&P 500 up 19.95% (best since 1998), Dow up
17.77% (best since 1987), and the Nasdaq up 30.63% (best
since 1999). As we can extrapolate from GDP estimates,
these returns were not powered by the current state of the
economy, but rather the rate in which it has been improving
since crisis lows. June’s Institute for Supply Management
(ISM) Manufacturing survey came in at 52.6, stronger than
the 49.8 expected and 9.5 points higher than May. This
shows that a majority of businesses reported improvements
since the month prior. The ADP Employment report showed
that in May and June, the economy recovered almost 5.5
million jobs. It’s a positive sign for investors that conditions

It’s important to plan for the substantial amount of risk
that is prevalent in today’s market. Equities are seemingly
overpriced after this quarter’s steep rise but, as the recent
market activity has reminded us, there can always be
surprises and the markets don’t always move in the ways in
which one would suspect. Prudent investment management
that accounts for risk, rather than avoiding it entirely, is the
best approach to reaching your long-term goals.
In this edition of the Karp Capital Financial Focus
newsletter, we will outline the investment strategy to
mitigate the risks ahead, the main drivers behind the
market’s unexpected recovery, where the value is ahead,
and tax-efficient strategies to build your savings.

MARKET PRICE PERFORMANCE AS OF 6/30/20
JUNE 2020

2ND QUARTER 2020

2020 YTD

THE CLOSE

DOW

1.69%

17.77%

-9.55%

25,812.88

S&P 500

1.84%

19.95%

-4.04%

3,100.29

NASDAQ

5.99%

30.63%

12.11%

10,058.77

RUSSELL 2000

3.40%

25.00%

-13.61%

1,441.37

MSCI EAFE

3.22%

14.17%

-12.59%

1,780.58

GOLD

2.79%

12.77%

18.67%

1,800.50

CRUDE OIL

10.65%

91.75%

-35.37%

39.27

Morningstar US
Interm-Term Treasury Bond

0.10%

0.92%

5.18%

*0.65%

MS Category Avg-Muni CA
Intermediate

0.81%

2.64%

0.89%
*10 YEAR TREASURY RATE

HIGH-TECH INDICES

In the first quarter, the
massive sell-off in the
market spared few. Even
after a mild bounce back from the
lows of the year, energy was down
over 50% for the quarter with
Information Technology suffering the
least carnage, down 11.9%. At the
peak of the market volatility, we were
expressing the importance of focusing

on not just the high-quality names
that will lead the recovery but also
honing in on the sectors that are more
poised to out-perform the broader
market. The indices’ quick recovery
in the second quarter was a welcome
development but also quite perplexing
given the country was suffering
the worst pandemic in a century,
historically high unemployment, and a
near-national shelter-in-place. While
both monetary and fiscal government
stimulus measures can account
for much of the market’s broad
recovery, it is important to dissect

these fluctuations to ascertain who
the real winner and losers are. Each
sector is not created equal (or equally
weighted), and these variances can
lead to misunderstandings when
you see headlines of “New All-Time
Highs” among all the chaos going on
around us.
When you read about how the S&P
500, Dow Jones Industrial Average
(DJIA), or NASDAQ performed over
a specific period of time, you should
know what each of them are tracking
to understand why each move

makes up just over 22% of
its current weighting.
Year-to-date,
the
top
performing S&P sector is
Information
Technology
at 14.21% with Consumer
Discretionary (+6.60%) at
a distant second. However,
the Consumer Discretionary
sector contains the Internet
& Direct Marketing Retail
(+41.05%) industry which
has benefited from higher
demand as retail stores
have been closed across the
country.

the way that it does. For instance,
during Q1’s sell-off, the Dow was
frequently the most volatile and focus
of headlines. The higher volatility can
be attributed to both the fact that the
DJIA is comprised of just 30 stocks
and the performance is a function of
a price-weighted formula. This means
that higher priced stocks have more
influence over the daily movements of
the index. When Boeing drops from
almost $350 a share to under $100,
COVID-19’s impact on an embattled
airline industry are heavily represented
in the index's performance. Truly a
case of “the bigger they are, the harder
they fall”.
The NASDAQ tracks the marketweighted performance of over 2,700
stocks, almost 50% of those are in the
Information Technology sector. This
gives the sector outsized influence on
the performance of the NASDAQ and
explains how the index was not only
able to recover from COVID lows but
was able to achieve all-time highs in
the second quarter. Microsoft (MSFT),
Apple (AAPL), Amazon (AMZN),
Facebook (FB), and Google (GOOG,
GOOGL) make up the highest weighted
companies (as they have the largest

market capitalization) and the business
model and revenue structures for each
could weather a national pandemic
shutdown. They each also reached alltime highs during the second quarter.
Of the three main indices, the S&P
500 has the most diverse sector

THESE FIGURES
ILLUSTRATE HOW MUCH
TECH CONTRIBUTES
TO OVERALL MARKET
PERFORMANCE, BUT ALSO
THE IMPORTANCE OF
HAVING YOUR PORTFOLIO
ACTIVELY MANAGED TO
PARTICIPATE IN THE GAINS
OF THOSE SECTORS THAT
ARE SET TO OUT-PERFORM
IN ANY GIVEN MARKET
ENVIRONMENT.
weightings as well as market-weighted
performance for the over 500 stocks
that it tracks. Like the NASDAQ, the
top holdings in the S&P are MSFT,
AAPL, AMZN, GOOG and FB but Tech

Facebook
and
Google
are both categorized as
Communication
Services
in the index and have
contributed towards that sector’s
out-performance but that sector
ended the first half of the year down
0.97%. While just 2 of 11 sectors are
in positive territory for the year, they
make up roughly 35% of the index
and explain why the S&P 500 is down
just 4.04% year-to-date while so
many other sectors and industries are
hurting so badly.
These
figures
illustrate
how
much tech contributes to overall
market performance, but also the
importance of having your portfolio
actively managed to participate in
the gains of those sectors that are
set to out-perform in any given
market environment. Our sector
rotation strategy not only takes into
consideration these sector weightings
but also which ones are set to
outperform (and underperform) given
the current economic environment
and where we are in the business
cycle. Tech won’t always be the top
sector and it’s important to have your
finger on the pulse of the market to
understand where the momentum
goes next.

THE FED'S FUEL TANK

A

s has become the norm, when
the markets show signs of
distress the Federal Reserve
jumps into action. The expeditious response by

the Fed during (and immediately following) the Q1 market
selloff has been one of the main drivers of the market’s
pronounced recovery, even while unemployment levels
remain staggeringly high. As we mentioned in our last
newsletter, not only did the Fed revert to the same stimulus
measures that supported the economic recovery after the
financial crisis, but they have started implementing neverbefore-seen measures to support credit markets and prevent
them from escalating an already significant economic crisis.
The Federal Reserve announced stimulus measures to be
as flexible as possible in the combat against a COVID-19
economic collapse. Beyond simply reverting to nearzero interest rates, some key differences in this round of
quantitative easing is the assets that
the Fed has included in the asset
buying program. The Fed has been
adding, at a minimum, $120 billion a
month of agency debt to its balance
sheet as they have done in prior rounds
of quantitative easing. Municipal
bonds, corporate bonds and even
fixed-income ETFs (Exchange Traded
Funds) have been added to the Fed’s
balance sheet to infuse liquidity into
tight monetary markets. New credit
facilities have been established to
give business access to financing that
may otherwise not be available.
However, from the initial expectations
of $2.3 trillion in new liquidity, only
$143 billion has been distributed.
One key program, the Main Street
Lending Program, was designed to
supplement the Payroll Protection
Program (PPP) but has yet to issue a single loan. It wasn’t
until late June that lenders could even begin registering for
the program to process and distribute loans to businesses.
200 institutions have registered out of roughly 4,500
commercial banks across the United States. In this program,
the Fed would assume 95% of the loan amounts that could
be as high as $300 million each.
The PPP has facilitated payroll and rent financing of $515
billion across the country, but many business owners can
tell you, the process was onerous and left many still in

need. Only $16 billion has been lent through a municipal
lending facility, just under $9 billion has been used so far
to purchase corporate bonds and $25.6 billion through its
money market facility. The announced measures to juice up
the economy had economists and analysts estimating that
the Federal Reserve’s balance sheet could explode to $10
trillion compared to the pre-crisis of $4 trillion, yet remains
just above $7 trillion.
These measures, and the fact that they have reached
previously planned capacity, show that there is still capacity
remaining on the economic lifeline. This unprecedented
support gives investors confidence that the markets have
the full support of the central bank, for better or worse.
Beyond Quantitative Easing, the Fed’s “dot plot” (the chart
reflecting policy makers’ forecasts) is showing that there
will unlikely be any planned rate increases in 2020, 2021,
and possibly even 2022. Fed Chairman Jerome Powell
stated, “We’re not thinking about raising rates”. With all
these measures in place, and gloomy forecasts, fixed income
has done incredibly well year-to-date. The 10-year Treasury
started the year yielding 1.877% but that has fallen to just

0.654% at the end of Q2. The profound drop in yields is seen
across the yield curve with the 30-year ending the quarter
at 1.411%, down from 2.33% at the end of 2019.
When making financial planning decisions that involve
maximizing utility and minimizing the interest you pay, now
is a great opportunity to act. Interest rates have further room
to fall and with consistently high employment having no end
in sight, these conditions aren’t expected to be fleeting.
Please call our office to begin analyzing your current balance
sheet and start planning how to lower the interest you pay.

IT 'S A BU Y ERS SELLERS ...MARKE T

C

OVID-19’s effects
on the housing
market and the
mortgage industry have
been both profound and
widespread. With shelter-in-

place orders nationwide, many people
simply lacked the income on which
they typically rely to pay their rent or
mortgage. Some relief was provided,
such as loan forbearances and
increased unemployment benefits, but
the extent to which those measures
can sustain the economy remains to be
seen.
The mortgage and banking industry
immediately braced for impact,
slashing lending and dramatically
increasing the standards in which
they qualify buyers. The apprehension
around a potential wave of defaults
and anemic revenue had lenders
immediately raising rates to maximize
revenue from their current pipeline and
temper immediate demand. The Fed
acted swiftly by increasing liquidity
in the credit markets to assuage these
concerns, but the benefit of the Fed’s
capital market actions were mainly felt
by large banks and lending institutions
with the easiest access to new capital.
Surprisingly, the rate of forbearance
tapered off after March’s initial surge.
Initial expectations were that up
to 25% of borrowers would enter
forbearance, but that figured topped
up just below 9%. 46% of borrowers
in forbearance continued to make their
payments in April. However, by the
end of May that figure had fallen to just
28% and 15% by mid-June. According
to a June Census Bureau report, about
9.1 million borrowers reported to have
not made their last payment and 10.7
million had little to no confidence that

they would make their next payment.
The infusion of capital from stimulus
measures was helpful in providing
Americans with the cash they needed,
but there’s signs that the relief will not
be long-lasting.

THE MORTGAGE AND
BANKING INDUSTRY
IMMEDIATELY
BRACED FOR IMPACT,
SLASHING LENDING
AND DRAMATICALLY
INCREASING THE
STANDARDS IN
WHICH THEY
QUALIFY BUYERS.
Home prices and sales have also been
hurt by an economy in a standstill. In
May, existing homes sales fell 9.7%
from April to a seasonally adjusted
annualized rate of 3.91 million. This
fall represents the largest annual
decline since 1982. To put those
figures in context, interest rates had
skyrocketed to 18% that year while

now they are hovering around 3.23%
for May, according to Freddie Mac. In
comparison, the average rate for all of
2019 was 3.94%.
However, lack of demand is not the
sole contributor to these sharp declines
in housing activity. Uncertainty kept
sellers from putting their homes on
the markets, further diminishing
inventory that was already very
limited. Compared with May 2019,
national inventory had fallen 18.8%.
While already at an insufficient pace
to keep up with demand, forecasts
for housing starts are not optimistic
to help alleviate this problem. The
Mortgage Banker Association projects
that we will see new housing drop to
1.18 million in 2020, down from 1.3
million in 2019.
It’s difficult to ascertain just how
significantly the COVID-19 pandemic
will affect housing prices, but the
limited inventory (especially in the
Bay Area) gives reason to believe that
prices will continue to be relatively
inelastic.

RISK Y ROAD

“

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.”
– Karp Capital Newsletter 2020 Q1
The second quarter offered an epic recovery from the Q1
bottom in both equity and credit markets, while the world
economy has yet to gain any meaningful momentum. Now
is not the time, however, for a victory lap; diligent asset
management is more important than ever. Traditional
metrics of valuations must be set aside as the inputs are

immeasurably distorted. Price-to-earnings ratio is useless
given the level of uncertainty and wide range of forward
corporate earnings expectations. Many companies that
typically provide guidance during quarterly reports had no
such interest with the current levels of economic uncertainty.
Without any clarity on the economic recovery or corporate
earnings, what is driving asset prices? Whatever investors

are willing to pay based on what they perceive the value to
be. As a result, our approach to analyzing risk and return
profiles of investment opportunities in a variety of asset
classes has shifted.
In one short quarter our assessment of equity prices
fluctuated from being under-valued to over-valued. This
does not mean that there isn’t upside from here, but
we were diligent in adjusting portfolios to reduce risk,
acknowledging that the landscape has transformed. The
market is a leading indicator for the economy, but the
economy is far from being in the clear. We believe the
second quarter run up in equity values is pricing in an
overly optimistic recovery as the major US indexes have
achieved, or are within striking distance of, all-time highs.
A second wave of the virus is showing its ugly face across
the country, workers are still filing for unemployment by
the millions (weekly) in the US alone, there is no certainty
of a vaccine, local governments are shifting their stances of
reopening their economies, we lack clarity if and when there
will be an additional round of stimulus, and trade issues
with China prevail. To tie it all together, the International
Monetary Fund (IMF) recently downgraded global GDP
forecasts for 2020 to -4.9% from previously forecast -3%.
We do not want to worry investors, but market risks are
prevalent. Now is not the time to go dumpster diving to
find assets that remain incredibly de-valued from prepandemic levels. Now is not the time to take on excess risk
by increasing exposure to equities to chase returns.
Reducing portfolio risk can usually be best addressed by
implementing change in the equity portion of a portfolio. In
client portfolios we have been selling equities and raising
cash, but not broadly. We have tactically reduced exposure
to the industrials sector, and many of the industries and
stocks that it is comprised of. The transportation and
tourism industries are typically slower to recover than other
industries coming out of a recession, we expect this to only
be exaggerated given this recession was brought on by a
pandemic, and legitimate concerns remain for the continual
spread of the virus. We also exited real estate equity
exposure from portfolios. Landlords are right to be nervous
about their abilities to collect rents. Through the second
quarter we have seen very little data to suggest renters of
housing and office spaces have been unable to stay up to
date, but retail is an entirely different story. Additionally,
demand for office space could face a very strong headwind,
as companies and employees assess the cost and benefits
of working from home. We are also pivoting to less risky
sectors within the asset class. We removed exposure
to consumer discretionary and reallocated to consumer
staples, as we expect this essential sector to outperform
if the economy is unable to kick into full gear by year’s end.
We also continued adding hedged equity to directly limit
portfolio volatility and downside.

We have also been actively adding commodities to
portfolios. Not only do we see value in gold, but we see
benefits to adding broad diversified commodities as well.
Commodities have struggled mightily over the last decade.
We are now in a very different environment. The fixed
income markets are being propped up with Fed purchases
of corporate credit, the fed cut interest rates to near zero
(and expressed keeping rates there for years to come), and
trillions of dollars are being distributed to the American
people and businesses. The US government is injecting
monetary stimulus at a significantly higher level than that of
other developed economies—this sets the stage to devalue
the dollar, and maybe, just maybe, generate inflation when
the economy gains traction. This could hinder economic
growth and is something to monitor as events unfold. We
are investing in commodities as a way to hedge against a
weaker dollar.
The markets and economy are very much connected,
even if that doesn’t always seem to be the case. It is true

that the markets can be wrong from time to time, and
this may or may not be one of those times. It’s difficult
to understand the market’s forward-looking assessment
of the economy in this environment. We think the equity
markets are overvalued at current levels, but that does
not mean equities won’t go higher or don’t have potential
upside. Nobody expected that US markets would already
be approaching all-time highs at the end of Q2. Successful
investors understand the time horizon of their investments,
and the markets have a not-so-funny way of humbling
those that attempt to time it. Don’t allow yourself to get
caught up in it. Scaling back risk by trading some upside
to limit the downside is prudent given current asset prices
and economic uncertainty. We are proactive on the rotation
between sectors and asset classes, not rotating in and out
of the market entirely. We won’t hesitate to put cash to
work in equities when we think the economic outlook is
more certain or better aligns with asset prices, but in the
meantime, we are investing to limit portfolio risk.

KEEP TR ACK OF THE IMPORTANT S TUFF

A

s the complexity
of your financial
life grows, so does
the number of documents
and information that you
need to track. It is easy to
forget where you filed away important
documents, especially when someone
tells you “it’s for your records”. As a
fiduciary and as your financial advisor,
we understand all the moving parts of

your financial life and want to help you
stay organized. The Karp Capital Client
Portal has unlimited storage in your
document vault to help keep everything
together and avoid the frantic searches
when you need to reference key
information or provide documents to
your other trusted advisors.
Each year you can be inundated with
various forms that you will need to file
your taxes and, of course, they never
come at the same time. By uploading

them to your portal, we can help you
keep everything together and even
provide that information to your CPA by
sharing the tax folder with them. It also
gives your CPA a secure place to share
your tax return with you. It will not only
make your life easier, but it allows us to
collaborate with your CPA to optimize
the work we each do on your behalf.
When you buy a home or refinance,
the paper chase can be the most timeconsuming part of the process. With
all your financial documents in one
place, we can easily pull the requested
documents for you to make the process
as seamless as we can. The vault is also
a great place to store the large packet
of information you receive at your loan
signing, including the note for your
loan, titles, and warranties. Your Trust
is the document that memorializes
your financial life. However, as your
financial situation changes, updates
are often necessary. Keeping your wills,
deeds, Trusts, insurance policies and
financial statements in the vault can
not only make it easier on you to make
those adjustments but also save you

hours in attorney fees when you limit
the document collection process and
communication.
Allowing us to help you stay organized
will not only make your life easier, but
it helps us make the lives of your loved
ones easier as well. You can maintain
a folder that provides your heirs with
the key information they will need to

manage your estate after you pass. We
can provide your loved ones with access
to information to make a difficult time
just a little bit easier. The vault is not
limited to legal documents and financial
statements. You can store audio files,
video clips, and pictures to leave behind
meaningful and thoughtful instructions
for those with whom you have entrusted
your legacy.

Your vault has a Help Center file with a
list of documents to help you navigate
the Karp Capital Client Portal. Among
them is a list of things to consider
uploading. We encourage you to take
the time to use this tool.
If you have any questions or need to
get set up on your Client Portal, please
give our office a call today.

CLIENT SPOTLIGHT: BE V ERLY DEBOL SK I

B

everly Debolski is the founder
of Straight Up Marketing, a
consumer-afocused marketing
consultancy that helps businesses
create meaningful relationships with
their customers for deeper brand
connections. Beverly started working in the sixth
grade as did each of her 7 siblings. They progressed through
the stages of their family-run high-end menswear store,
beginning with gift wrapping, then moving to the back
office, and finally making their way up to the sales floor.

Beverly learned the power of connecting with customers
in a meaningful way from her experience working with
people would came from far and wide to visit her family’s
store in Lubbock, a small city in West Texas.

She carried this mindset with her through her time at
Georgetown, her first marketing position at Neiman
Marcus and through all her successive roles. Throughout
her career she developed her understanding of customer
demand and utilized her storytelling skills to build,
lead, and transform marketing teams and practices for
companies such as Autodesk and EO Products.
In December of 2019, Beverly decided it was time to build
more than a marketing team or practice for someone else,
but a business built on her knowledge and expertise. Her
company, Straight Up Marketing launched in May, amidst
the biggest health crisis and most tumultuous market
environment in decades. While these circumstances
created a difficult environment for cultivating a new
business, Beverly saw this as the perfect time for her
company’s vocation; building lasting brand connections by
focusing on customers' needs and eschewing marketing
hype.
The consultancy structure of Straight Up Marketing
allows for a more affordable, flexible solution for a
variety of different companies as well as a chance to
educate more and more marketing professionals on the
importance of empathy-driven marketing. She believes
that the consumer has more power than ever before.
They can choose what types of ads they see, how often
they see them, and even the information those ads
contain. Consumers can spot authenticity, or lack thereof,
instantly; COVID-19 highlighted this even more. With
her consumer-centric marketing strategy she empathizes
with customers to understand what they need from
the brands they are supporting. Beverly’s goals for the
companies she works with align with her own values of
integrity and humility as she strives to be "straight-up"
with her clients so they can build customer relationships
and a bottom line that can weather any storm.
To learn more, visit her website: straightup.marketing

CASH BAL ANCING AC T

W

ith the tax filing deadline
extended to July 15th
this year, many business
owners are fully realizing the
extent of their tax liability much
later than usual. This has shortened the

window in which business owners have to adjust their
strategic planning and minimize this year’s tax liability.
With the COVID-19 pandemic affecting both daily
operations and long-term planning, it can be difficult
to fully maneuver the current economic environment
-- but planning now could mean significant tax savings
next year.
A Cash Balance Pension Plan provides a tax efficient
solution to help business owners save for retirement
on a tax-deferred basis. These IRS-approved, qualified
employer-sponsored
retirement
plans
are ideal for profitable, privately owned
businesses with high and consistent cash
flow. A Cash Balance Plan is integrated
with a company’s 401(k) profit sharing
plan and allow for annual tax-deductible
contributions well above the limits of
401(k) profit sharing plans or SEP-IRAs.
An integrated retirement plan will reduce
your tax burden and help build substantial
tax-deferred wealth. The contributions
are made by the company on behalf of the
owners and employees, reducing year-end
tax liabilities for both the business and its
owner(s). Large tax-deferred contributions,
combined with tax-deferred investment,
returns can generate substantial wealth
over time. Additionally, these unique benefits help
recruit and retain talented employees in a competitive
labor market. The assets within the plan have the
added benefit of being protected in the event of a
lawsuit or bankruptcy.
A Cash Balance Plan must be written by the end of a
business’s fiscal year. While you can fund throughout
the year and dollar-cost average into the market actual
contributions are not required until the tax filing
deadline plus extensions, but no later than eight-anda-half months after the end of the fiscal year. The

funding deadline with extension is September 15th
for companies with a 12/31 Fiscal Year End. Our Cash
Balance White Paper provides more information on
this retirement planning strategy and the significant
tax benefits it can provide If you’ve frozen your Cash
Balance Plan due to COVID to reduce your funding
liabilities for 2020, it may turn out that you’re in a
better position at the end of the year than when you
froze your plan. You can unfreeze your plan by Dec 1st
and continue along the current charted course for your
company’s retirement plan funding.
PPP forgiveness requirements were relaxed and now
mandate that at least 60% of loan proceeds fund
payroll expenses for the loan to be forgiven. Originally,
the requirement was 75%. The funds must be used
within the 24-week covered period modified from
the original 8-week window, starting from the date
the loan was received, and cannot extend beyond

December 31, 2020.
Qualified retirement plan
contributions including safe harbor, profit sharing,
cash balance, and defined benefit pension plans are
considered eligible payroll costs under the Payroll
Protection Program. This creates an opportunity for
companies to fund 2019 required contributions, along
with accrued liabilities in 2020.
Give us a call to begin or reevaluate your retirement
savings strategy. With so much uncertainty, it’s
important to be proactive and mitigate what you can
control.

WHAT WE'RE UP TO
Giving Tuesday
This Giving Tuesday, Karp Capital chose to continue to
support one of our local charitable organizations, the San
Francisco Marin Foodbank. Giving Tuesday is a global
day of ‘giving’ usually celebrated the first Tuesday after
Thanksgiving, however this year was celebrated May 5th
as an emergency response to COVID-19. Food insecurity
grew greatly as unemployment reached record-breaking
numbers. People no longer had an income to provide for
their families adding to the already massive community
that the food banks have been providing for consistently.

We aided the San Francisco Marin Food Bank’s Giving
Tuesday venture by donating over 2,000 meals to our
food-insecure neighbors. In the past we have been able to
see the difference of our philanthropic work with them by
working in the warehouse and sorting through thousands
of pounds of food. However, in order to stay responsible
and keep our community safe and healthy we chose to help
from home. Food banks all over the country took action
on Giving Tuesday and matched donations and meals and
provide for those affected by the economic turmoil caused
by the Coronavirus outbreak

Working Together, Separately
Though the Karp Capital team is quarantining everywhere
from Houston to Sacramento, we are keeping each other up
to date on all aspects of our jobs and lives. Some are working
on new projects, others are expanding their families, but
we are all coming together every morning for the daily
Karp Capital zoom call. We have also had multiple Zoom

happy hours where we discussed everything from software
innovations to our first meals out of Quarantine. These daily
staff calls and Zoom happy hours are our way of bringing
the office into our homes, some of which have grown since
beginning shelter-in-place.

THIS IS A CFD!
Welcome to the newest member of the extended Karp Capital team, and of the Driscoll family, Colin Frank Driscoll! Bob and
Amelia welcomed their first child in early June. We are very excited for them as they begin this new chapter in their lives.
Congratulations to Bob and Amelia and please keep the baby photos coming!

(UN)REQUIRED MINIMUM
DIS TRIBUTIONS
In 2019 the federal SECURE Act
was passed. It changed the age required

for people to begin taking Required Minimum
Distributions (RMDs) from 70 ½ to 72. This change
was only going to affect those turning 70 ½ in
2020 and beyond. However, this became moot with
COVID-19 related RMD reforms.
The C ARES Act was one part of three massive stimulus
bills passed by Congress in response to the economic
distress caused by the novel Coronavirus. With
the CARES Act came unemployment benefits, tax
deferrals, stimulus checks, and the suspension of

RMDs. The CARES Act waived the RMDs from IRAs,
inherited IRAs, and 401(k) plans for all, including
those who turned 70 ½ in 2019 and did not take
their RMD prior to April 1, 2020. Distributions will
resume in 2021.
You are typically allotted one 60-day rule rollover
per 365 days for IRA distributions and 401k
distributions. However, the IRS issued a ruling in
June that allows for those who took a distribution
in 2020 to roll those funds back into your IRA
by August 31st, 2020. If you took a required
distribution and would like to roll those funds back
into your retirement account, please let us know.
Please let us know if you would like to suspend
your scheduled RMD or have it processed as
planned for 2020.

MASKMAKER, MASKMAKER, MAKE ME A MASK

I

n our previous newsletter we had a section titled “Call to Action” that featured a
quote by Mr. Rogers to “look for the helpers”. Well, we did, and we found them
in our very own Karp Capital community. A few of our clients’ children took a
‘call to action’ and became ‘the helpers’: Mandika Swartz, son of clients Dineshi
Liyanage and Daniel Swartz, and Summer Graham, daughter of clients Alexandra
and Robert Graham.
Mandika Swartz is a rising senior at
University High School in Fresno who
interned with the Karp Capital team last
summer. He discovered his passion for
finance and capital market functions
while working with the team and
utilized his experience to help him win a
scholarship and place first in the county
in Economics for Academic Decathlon.
Two months ago, when shelter-inplace began for California, Mandika
saw that many local hospitals were
facing a shortage of personal protective
equipment (PPE). He could not sit on
the sidelines and watch as healthcare
workers were on the frontlines putting

Mandika & Devin Swartz

Summer Graham & Robert Graham

themselves in danger for the safety
of the community. Mandika used his
scholarship money to buy a sewing

machine and materials and taught
himself how to sew facemasks and
to make face shields. He created a

GoFundMe and raised almost $2,500.
These donations helped him to make a
total of 389 masks and 184 face shields
for hospitals all throughout the Central
Valley. Other teens in the area reached
out to him via social media to lend a
helping hand and offer support which

HE COULD NOT SIT
ON THE SIDELINES
AND WATCH AS
HEALTHCARE
WORKERS WERE ON
THE FRONTLINES
PUTTING THEMSELVES
IN DANGER FOR
THE SAFETY OF THE
COMMUNITY.

when she was in the fourth grade & got
a sewing machine for Christmas shortly
thereafter. She stopped for a year or two
but during the Coronavirus outbreak
she, with the help of her mom, had an
idea to make masks. The first day she
started she made 17 masks. Alexandra
and Summer spread the word about
Summer’s masks and orders began to
pour in. After the initial buzz about her
affordable, machine-washable masks
Summer began on her second round
of approximately 50 masks. Summer
donated 20 masks to a homeless senior
center and sold around 170 masks. She
donated the proceeds of her masks to
the Alameda County Food Bank who, in
honor of Giving Tuesday, was matching
all donations making her total donation

over $2,000 towards ongoing hungerrelief initiatives in Alameda County.
Summer’s entire family got involved in
her project and helped to pin, cut, and
iron masks. The donations, along with the
masks themselves, aided in helping their
friends, family and community stay safe
and healthy amidst the Coronavirus crisis.

increased Mandika’s production levels
drastically. Managing his peers and
the allocation of the GoFundMe taught
him about the pressure of handling
other people’s money and gave him a
unique entrepreneurial experience. This
summer he plans on continuing this
project in conjunction with his college
applications.
Summer Graham is a rising sophomore
who also took it upon herself to help
her community. Summer learned to sew

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.

Karp Capital Management Corporation

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.

San Francisco, CA 94123
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info@karpcapital.com | karpcapital.com
P: 415.345.8185 | F: 415.869.2832
Mailing Address: 2269 Chestnut St., #308
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Sausalito, CA 94965
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