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We can definitely say that the markets provided us with a much better close to 2019 than
the prior year and there have been some positive developments going into 2020.   There
are several persisting concerns, such as an acceleration in the contraction in U.S.
manufacturing, continued U.S./ China trade tensions, Brexit-related uncertainty, and a
potential deceleration of earnings growth. However, although at a slowing pace, the US
economy continues to grow.   GDP is forecasted to be 2.4% for 2019 and 2.0% for 2020. 
Other positives include healthy consumer and services activity, low unemployment/high
levels of job creation, and the earnings growth needed to support current market
valuations could potentially continue.   Last month, the Fed held rates steady with their
viewpoint of the likelihood of imminent recession falling noticeably during the last
quarter due to the containment of the above-mentioned risks.
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Global markets are experiencing a similar, if not a more pronounced slow-down in
economic activity.   However, some economies show signs that they are further
along in the business cycle with the worst of the slowdown potentially having
passed, as we have seen encouraging economic numbers coming out of countries
such as Germany, Italy, and China.   This trend, along with a weakening U.S. dollar,
could possibly lead to some positive surprises overseas.
 
To summarize, 2020 could be a balancing act – if the positive developments in the
areas of concern continue, the markets should respond well.   However, if the
US/Chinese tariff war escalates leading to further reduction in capital spending and
Brexit does not happen smoothly, we could potentially see a deterioration in
economic and market conditions sooner than anticipated.   Either way, due to the
fact the we are in the late phases of the market cycle and with the unknowns that
still could be a source of a market headwind, caution is appropriate and it is
important to make sure that not only is your portfolio allocation appropriate for
your goals and level of risk you can tolerate, but that you stay on top of your
financial plan to ensure you have enough of cash set aside for short-term needs and
expenditures.
GDP Estimates obtained through conference-board.org.

We are holding steady on our more favorable view of US Large Cap stocks
over other equity asset classes, as well as our viewpoint that as we progress
into the latter stages of the business cycle, US Large Cap Value stocks will
continue to look more attractive over Large Cap Growth stocks.  
US Small Cap stocks could potentially have greater downside as economic
slowdowns have typically had a proportionally larger downside effect on
small company earnings.
With continued uncertainty on the Brexit implication to earnings, increasing
tariffs and deteriorating manufacturing activity, we will continue to monitor
economic global economic conditions for the previously mentioned
improved conditions. Generally, we suspect that Developed markets equity
will continue to struggle compared to other global markets for at least the
first part of the year. 
While Emerging Market equities lagged other equity classes in 2019, we did
see growth accelerate in the 4th quarter. If the US Dollar continues to
weaken, we may see some buying opportunities in EM due to its relative
under-valuation vs. its peers.
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IRA Contributions:  For tax year 2020, the law removes the age limit, which had previously been 70 ½,
at which an individual can contribute to an IRA.   Starting this year, anyone who is working and had
earned income can contribute. 

IRA Required Minimum Distributions:  The law increases the age that one is required to start taking
Required Minimum Distributions from their IRAs, from 70 ½ to 72.   This applies to individuals that turn
70 ½ after December 31st, 2019.

Inherited IRAs:   Currently, the beneficiary of a retirement account is able to distribute the assets over
their lifetime, and this will still be the case for any Inherited IRA where the original account holder
passed away prior to January 1st, 2020.   Under the new law, many beneficiaries will now need to
withdraw the entire account balance within 10 years of the death of the original account holder.  There
are exceptions that apply to this change, which include surviving spouses, minor children, disabled or
chronically ill individuals, and people less than 10 years younger than the decedents.

Qualified Birth or Adoption Distribution:   The law will allow new parents to take $5,000 penalty free
from an IRA or employer sponsored plan to cover birth or adoption expenses. 

401(k) Participation for Part-time workers:   If an individual has worked for at least 1,000 hours in a
year or 500 hours for 3 consecutive years, they will now be eligible to contribute to a 401(k). 

Encourages the Inclusion of Annuities as an Option in Workplace Retirement Plans: The new law
reduces the potential liability to plan providers and employers involved with offering annuities in
employer sponsored plans by creating a Fiduciary Safe Harbor for selecting an annuity company. 

529 Plans: The law allows for the use of up to $10,000 from a 529 Account annually to make qualified
student loan repayments.

Provisions for Small Employers:   The law provides several provisions to small employers that will
make it easier for them to offer retirement plans which include providing a substantial increase in the
tax credit for small businesses when they offer a retirement account, making a new tax credit available
for small businesses that adopt an “auto-enroll” provision in their plans, increasing the allowable
auto-enrollment “default” 401(k) plan contributions from 10% to 15%, and allowing unrelated small-
businesses to band together to reduce the cost of providing a plan by maintaining “Multiple Employer
Retirement Plans”.

 
The following are some of the key updates of The SECURE Act:
 

 

 

 

 

 

 

 

 
If we are aware that you will be directly impacted by any of the provisions of the SECURE Act, we will
address them during our upcoming quarterly reviews.  We encourage you to contact us prior to that if you
have questions.

The SECURE Act

 

Financial Planning

At the end of last year, Congress passed The SECURE Act, which
introduces significant changes to retirement savings law.   The SECURE
Act will impact individual retirement accounts, defined contribution
and benefit plans, inherited IRAs, and 529 plans.   It is important that
you understand the various provisions of the bill and how they may
potentially affect you.

This newsletter is a publication of Peninsula Wealth, LLC. Information on this brochure does not involve the rendering of personalized
investment advice, but is limited to the dissemination of general information on products and services. A professional adviser should
be consulted before implementing any of the options presented. Peninsula Wealth, LLC is registered as an investment advisor with the
Securities Exchange Commission. Peninsula Wealth, LLC only transacts business in states where it is properly registered, or is excluded
or exempted from registration requirements.


