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This first quarter of the year was certainly a tale of
two halves.   Early in 2020, investors were gaining
cautious optimism.   Some of the uncertainty that had
been hanging over the markets was in the process of
getting resolved.   In January, the U.S. and China
reached a long-anticipated trade deal, Brexit
continued to push forward avoiding a disruptive
outcome, and European economic data was improving
relative to economist’s estimates at its best pace in
years.   Some were starting to think that earnings
growth for U.S. companies would remain robust
enough to potentially push recession back to next year
and even support another positive year for the
markets.   The DJIA reached an all-time high of 29568
on 2/12 and the NASDAQ a week later, at 9838 – then
enter the rapid spread of COVID-19, a price war with
oil as two of the worlds largest producers, Russia and
Saudi Arabia continue to dramatically increase
production, and for the first time in the history of the
market, the yields for all maturities of US Treasuries
fell below 1%, as we witnessed unprecedented volatility
in the bond market.   While investors were anticipating
a market correction, these factors, among others,
caused a pullback that happened so quickly and with
such magnitude, it was surprising to many.
 
As the Coronavirus spread rapidly through China,
South Korea, Italy, Spain, and now the U.S., quick
containment started to look like less of a reality
leading to many unprecedented measures.   To protect
the health and future viability of the country, non-
essential businesses and schools were closed down,
face to face interactions were limited, and people were
restricted to their homes. It is anticipated that these
steps will have a profound effect on U.S. and global
economies. 

Q1 Market Update

Source: https://www.freepik.com/premium-vector/stock-market-design-bull-bear-with-graph-chart_3264923.htm
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Industries such as the airlines, hotels, and restaurants will be especially hard hit, there will be a
reduction in trade, a strain on the supply chain, and a steep decline in employment.   Forecasts are
that GDP could decline by as much as 38% in the upcoming quarter and that unemployment will
rapidly increase – jobless claims for the week ending 3/28 was 6.6 million.     Over the next few
weeks, as we start to receive more economic data, we will start to get an indication of just how far
reaching the effects of the virus to global economies.  
 
The federal government acted quickly by passing the CARES Act, which can potentially provide
some of the help individuals and businesses need to make it through the economic contraction. 
This is important as it is anticipated that it could be months before we exit the shutdown and the
economy moves towards operating at full capacity.   While we could potentially see a rebound in
growth going into the end of the year, there may be a couple of rough quarters ahead, and things
could get worse before they get better.   Therefore, this is the time to ask yourself – “Do I have the
staying power to remain committed to my portfolio allocation?”   We have been addressing this
during our meetings with you, but if at anytime you find yourself asking this question, as it is very
normal to do during the type of market we are currently experiencing, please let us know.

CARES Act

Direct payments to most taxpayers of $1,200 per individual and
$2,400 per couple with an additional $500 per child.   Those who earn
less than $75,000 will receive the full benefit with this amount being
phased out at $99,000.   For couples, the income thresholds are
$150,000 and $198,000. 
2020 Required Minimum Distributions are waived.   This waiver
applies to IRAs, 401(k)s, and Inherited IRAs.
Guidelines for IRA hardship distributions and retirement plan loans
have been relaxed.   The maximum amount for IRA hardship
distributions was increased from $50,000 to $100,000 and the early
distribution penalty will be waived.   Also, the resulting income tax
payment can be spread out over 3 years, instead of having to be paid
the year the withdrawal happens. Individuals will have 3 years to
return the distribution amount back to their IRAs. The maximum loan
amount for retirement plan has also been increased to $100,000.
Payments can be skipped for 2020, extending the repayment period
by one year.
The bill provides for $376 billion in loans and grants to small
businesses, the amount of which can be forgiven if the business keeps
its employees on the payroll for the duration for the crisis.  There are
various types of loans and relief programs available to small business
owners and more information is available at
https://www.sba.gov/fundingprograms/loans/coronavirus-relief-
options.
$454 billion in loans will be extended to large businesses whose
operations have been affected by the Coronavirus pandemic.   There
will be restrictions associated with these loans having to do with
stock buybacks and executive bonuses.
In addition to increasing and extending unemployment benefits, the
Act will make it easier to apply for unemployment, so that benefits
reach those who need it faster.

At the end of last month, the federal government passed the CARES,
Coronavirus Aid, Relief and Economic Security Act.   At $2 trillion, the
Act represents the largest emergency stimulus package in the history of
the United States.  Among the provisions are:
 

 

Source: https://www.pgpf.org/

Please contact us if you want to determine if any of these options are appropriate for your
personal situation.
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Message from Rahul
Although witnessing the pullback and daily volatility in the markets has not been pleasant for any
of us, Peninsula Wealth is using it as an opportunity to harvest losses in many of your portfolios. 
Tax loss harvesting is when a security is sold at a loss and this realized loss can be used to offset
gains in both income and taxes.   The sold security is replaced by a similar one, so the exposure to
that specific area of the market is retained.   The team evaluated all client portfolios and based on
the size of the loss determined if a sale would be appropriate given every individual’s situation. 
Once the holding is sold, it will be replaced with a comparable iShares ETF to be transitioned back
to the original position after 30 days.

Peninsula Wealth's View on Equities

We continue to favor U.S. Large Cap Stocks over Small Cap Stocks as Small Cap stocks have
continued to under-perform and have displayed great volatility.   Small Cap stocks tend to be
more leveraged and this leverage cuts both ways. During volatile market periods like what we
are currently experiencing, the leverage typically works against them, and Small Caps tend to be
the worst performers.  However, on the flipside Small Cap Stocks tend to be the best performers
coming out of a recession.
With U.S. Large Cap stocks, we feel that continuing to have balance between growth and value
stocks is important, as more defensive, value-oriented sectors, such as Consumer Staples and
Communication Services have held up relatively well compared to the S&P 500.   Maintaining
exposure to Growth has also continued to be important given the resiliency of the stocks of
some of the large technology companies.  
The market environment has also been difficult for International and Emerging Markets
Equities.  However, there is still a lot of value present in these markets compared to U.S. stocks,
and we emphasize the importance of maintaining a diversified portfolio.   As world economies
start to recover, it is unclear at this point as to which asset class will assume leadership once we
transition back to growth, so having exposure in all global markets is vital.
In the upcoming weeks and months, as more information becomes available regarding the
extent of the disruption that the spread of the Coronavirus has had on economies, businesses,
and the lives of individuals, and how the return to growth may look, we will continue to assess
our views accordingly.

A reminder that the information below represents ONLY the equity portions of portfolios.   It is
important to talk to your advisor about your balance between equities/fixed income based on your
long-term plan.
 

Note from Kristina
Over the last few weeks, we have come together more effectively than ever as a team and have been
very efficient in conducting business operations remotely. With that being said, I wanted to provide
a reminder not to send mail to us at the office.   The best way to communicate with the team is to
call us – the office phones have been forwarded to our cell phones, or by email.  
 
Also, it is important to call us to place trades, as we are unable to accept trade instructions through
email. Thank you!
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YTD Market Returns

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


