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Tax Deadlines and Other Reminders 

With the passing of both the SECURE Act and the CARES Act, we thought it might be helpful to provide the following highlights. 
This is not a comprehensive list, so should you have any questions regarding the following information, please reach out to your 
PIM financial adviser or your tax professional for further guidance. 
  
July 15th, 2020 is the deadline to file 2019 tax returns and make prior year Traditional & Roth IRA contributions.  Maximum 
Annual Contribution for those not phased out by income limitations is $6,000.  For those age 50+, you may contribute an additional 
$1,000. 
  
August 31st is the deadline to return Required Minimum Distribution (RMD) amounts already taken in 2020.  Custodians are 
currently set-up to accept these deposits as “Rollovers” with no restrictions.  This also applies to Inherited IRA/Beneficiary IRA 
Required Minimum Distributions.  Any amount returned by the deadline will not show up as income on your 2020 tax return.  
These are important considerations when thinking about Social Security and Medicare taxation. 
  
The rules surrounding 2020 RMDs continue to evolve; the information provided is current as of the date of this News Release.  
(Reference IRS Notice 2020-51 issued on June 24th, 2020) 
  
For those who turned 70 ½ after December 31st, 2019, your new Required Minimum Distribution beginning age is 72 versus the old 
rule of 70 ½.  The IRS allows you to delay taking your first RMD (only the first) until April 1st of the year following the year in 
which you attain the age of 72.  Most clients do not choose this option because they are still required to take the 2nd year RMD, 
which places two RMD income amounts onto a single year’s tax return.  Each client situation is unique, so please consult your tax 
professional and/or PIM financial adviser if you are considering this option. 
  
You may still make Qualified Charitable Distributions from your IRA, beginning at age 70 ½.  This is the case, even if you fall into 
the age group that are now able to delay taking your first RMD until age 72. 
  
The SECURE Act, effective January 1st, 2020, changed the Inherited IRA distributions rules.  The old rules allowed beneficiaries to 
take distributions from the inherited account over their lifetime.  This was commonly known as the “Stretch IRA.”  With the 
SECURE Act changes, non-spouse beneficiaries will be required to distribute the account in full within 10-years of the original 
account owner’s passing.  This applies to Traditional and Roth IRAs, as well as retirement plans.  Exceptions to this rule are: 
surviving spouse, a minor child, a disabled individual, a chronically ill individual, and an individual who is not more than 10 years 
younger than the deceased participant or original IRA owner. 

 
RIA Regulatory Filings 
  
All PIM clients are about to receive a new, mandatory SEC disclosure document, Form ADV Part 3.  As such, we thought you 
might find it useful to have a summary of the various regulatory disclosure documents that we are required to produce and 
distribute.  This section of our News Release is not a regulatory requirement.  Rather, we are providing this information proactively 
so that you might enjoy a better understanding of the topic of RIA registration and disclosures. 
  
PIM is a Registered Investment Adviser (RIA).  This is a very specific term that refers to how an investment adviser firm like PIM 
is registered with regulatory authorities.  Smaller RIA firms are registered with their respective state securities agencies.  Larger 
firms, such as PIM, are registered with the U.S. Securities and Exchange Commission. 
  
Prior to the advent of the ADV Part 3, PIM was required to produce three different registration and disclosure forms:  ADV Part 1, 
ADV Part 2A Firm Brochure, ADV Part 2B Brochure Supplement.  The first is the SEC registration form.  The second is our “Firm 
Brochure”.  Both are required to be file with regulatory agencies.  ADV Part 2B Brochure Supplement is required to be delivered 
periodically to PIM clients but not filed with regulators.  The following has been pasted directly from the website of the U.S. 
Securities and Exchange Commission and explains disclosure documents and provides guidance to the public.  This page on the 
SEC website, called “Fast Answers”, appears to have been last updated on March 11th, 2011.  Therefore, it lacks information about 
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the new disclosure form, ADV Part 3, which will be discussed later. 
 
Form ADV 

Form ADV is the uniform form used by investment advisers to register with both the Securities and Exchange Commission (SEC) and 
state securities authorities. The form consists of two parts. Part 1 requires information about the investment adviser’s business, 
ownership, clients, employees, business practices, affiliations, and any disciplinary events of the adviser or its employees. Part 1 is 
organized in a check-the-box, fill-in-the-blank format. The SEC reviews the information from this part of the form to process 
registrations and manage its regulatory and examination programs. Although designed for a regulatory purpose, investment adviser 
filings of Part 1 are available to the public on the SEC’s Investment Adviser Public Disclosure (IAPD) website 
at www.adviserinfo.sec.gov. 
  
Beginning in 2011, Part 2 requires investment advisers to prepare narrative brochures written in plain English that contain 
information such as the types of advisory services offered, the adviser’s fee schedule, disciplinary information, conflicts of interest, 
and the educational and business background of management and key advisory personnel of the adviser. The brochure is the 
primary disclosure document that investment advisers provide to their clients. When filed, the brochures are available to the public 
on the IAPD website. 
  
Investment advisers are required to deliver annually to clients a summary of material changes to the brochure and either deliver a 
complete updated brochure or offer to provide the client with the updated brochure. In addition, an investment adviser must deliver 
to clients a brochure supplement that provides information about the specific employees, acting on behalf of the investment adviser, 
who actually provide the investment advice to the client. The brochure supplement also includes contact information for the person’s 
supervisor in case the client has a concern about the person. The brochure supplement must be delivered either before or at the time 
that the employee begins to provide investment advice to a client. An updated supplement must be delivered to clients when there is 
new disclosure of a disciplinary event, or a material change to disciplinary information that has already been disclosed. 

Before you hire someone to be your investment adviser, always ask for, and read carefully, both parts of the adviser's Form ADV. 
You can find a copy of an investment adviser's most recent Form ADV on the IAPD website. Most state-registered advisers file Form 
ADV electronically and their Form ADV (Part 1) filings also are available on IAPD. 
  
For more information about registering as an investment adviser with the SEC and related information, please visit the SEC's 
Investment Adviser Registration Depository web page. To learn about state-registered investment advisers, please visit the North 
American Securities Administrators Association's website, which provides contact information for all state securities regulators. 

For information about selecting an investment adviser, please read our publication, Investment Advisers: What You Need to Know 
Before Choosing One. 
  
Form ADV may be viewed at http://www.sec.gov/divisions/investment/iard/iastuff.shtml. 
  

As mentioned, all PIM clients are about to receive a new disclosure document, called Form ADV Part 3 Relationship Summary.  The 
following is pasted directly from the summary section of page one of the final SEC rule document.  It is worth noting that the 
disclosures that are contained in Form ADV Part 2A are quite similar in nature to those that are contained in the new Form ADV Part 
3 Relationship Summary.   
  
SUMMARY: The Securities and Exchange Commission (the “Commission” or the “SEC”) is adopting new rules and forms as well 
as amendments to its rules and forms, under both the Investment Advisers Act of 1940 (“Advisers Act”) and the Securities Exchange 
Act of 1934 (“Exchange Act”) to require registered investment advisers and registered broker-dealers (together, “firms”) to provide 
a brief relationship summary to retail investors. The relationship summary is intended to inform retail investors about: the types of 
client and customer relationships and services the firm offers; the fees, costs, conflicts of interest, and required standard of conduct 
associated with those relationships and services; whether the firm and its financial professionals currently have reportable legal or 
disciplinary history; and how to obtain additional information about the firm. The relationship summary will also reference 
Investor.gov/CRS, a page on the Commission’s investor education website, Investor.gov, which offers educational information to 
investors about investment advisers, broker-dealers, and individual financial professionals and other materials. Retail investors will 
receive a relationship summary at the beginning of a relationship with a firm, communications of updated information following a 
material change to the relationship summary, and an updated relationship summary 2 upon certain events. The relationship 
summary is subject to Commission filing and recordkeeping requirements. 
  
We at PIM encourage you to review all regulatory registration and disclosure forms thoroughly and with appropriate frequency.  The 
forms are intentionally standardized across our industry so that the public can more easily compare like-registered firms as well as 
understand the difference between an RIA and a Broker-Dealer.  The new form, ADV 3, is particularly standardized, with most 
language being specifically mandated by the SEC.   
  
If you have any questions pertaining to any of these regulatory registration or disclosure forms or their contents, please don’t hesitate 
to contact your PIM financial adviser. 

 

http://www.adviserinfo.sec.gov/
http://www.adviserinfo.sec.gov/IAPD/Content/IapdMain/iapd_SiteMap.aspx
http://www.adviserinfo.sec.gov/IAPD/Content/IapdMain/iapd_SiteMap.aspx
https://www.sec.gov/divisions/investment/iard.shtml
https://www.sec.gov/divisions/investment/iard.shtml
https://www.sec.gov/cgi-bin/goodbye.cgi?www.nasaa.org/QuickLinks/ContactYourRegulator.cfm
https://www.sec.gov/cgi-bin/goodbye.cgi?www.nasaa.org/QuickLinks/ContactYourRegulator.cfm
https://www.sec.gov/investor/pubs/invadvisers.htm
https://www.sec.gov/investor/pubs/invadvisers.htm
https://www.sec.gov/divisions/investment/iard/iastuff.shtml
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 Markets and the Economy 
 
Introduction 
 
We paused our weekly newsletters one month ago.  Since then, the market has generally followed the trajectory we outlined.  The 
S&P 500 has remained in the range of 3,000-3,200, with volatility at times quite pronounced.  Unemployment statistics and COVID-
19 dynamics have had the greatest impact on market directionality.  One dominant sentiment often discussed in the press and with 
our valued clients, is the apparent disconnect between investment markets and the underlying economy, and the extent to which the 
trajectory of either is sustainable.  What follows is an attempt to answer these questions while providing additional, hopefully useful, 
context. 
  
The Big Questions 
 
During the first six months of 2020, the S&P 500 experienced the fastest 30% decline in history, followed by the best 50-day 
performance ever.  This level of volatility has never been seen outside of the Great Depression, leading to the natural assumption that 
the underlying cause must have been so severe and systemic as to require years of recovery.  Yet there are numerous data points 
suggesting that the economy is already beginning to heal from the initial trauma of COVID-19.  In our minds this development raises 
three questions: How is the economy recovering so quickly? How sustainable is the recovery? What threats to the economy are on 
the horizon? 
  
How is the Economy Recovering So Quickly?  
  
The recession officially began in February, a month before face coverings and lockdowns were part of daily life in America. The 
subsequent recovery has been fueled by massive economic stimulus plans implemented by governments and central banks around the 
globe.  The U.S. policy response followed two themes.  
  
Support households:  The US government stuffed as much cash as possible into the pockets of low to moderate income Americans 
via stimulus checks as well as extra unemployment insurance for those who lost their jobs.  It worked.  Personal incomes were 13% 
higher in May of 2020 than in May of 2019 due to these government transfers.  The small business “Paycheck Protection Program” 
contributed to stabilizing small business cash flows by providing forgivable loans to pay their employees, rent and utilities for up to 
two and a half months. 
  
Provide liquidity to capital markets (backstop corporate America):  The Federal Reserve implemented a plan to purchase virtually 
any fixed income instrument that experienced stress in late March.  Specifically, they targeted the corporate bond market, which 
appears to have been the most impactful.  Large firms generally need to borrow money to fund their operations and they have many 
different options to do so, ranging from loans to issuing equity or bonds.  There are costs and benefits to each option, but collectively 
these funding decisions are referred to as a firm’s capital structure. Most American firms issue bonds to fund their longer-term 
operations, especially over the past decade as interest rates have remained well below their historic averages.  So much debt was 
issued by corporate America over the past decade that it became a genuine cause for concern among regulators, who feared that 
corporate America’s high debt level would become the center of the next crisis. 
 
When people think of investing or the overall health and stability of capital markets, they typically think only of the stock market.  
The bond market is much larger and arguably more important, given the capital structure hierarchy of large corporations.  Bonds are 
senior to common stock.  If a company moves into bankruptcy, whatever assets remain are used to pay bondholders first.  Unsecured 
creditors are next (suppliers, banks, employees, etc).  Stockholders are last.   
  
In late March, the world thought COVID-19 was going to shut-down the economy for an extended period of time, which would 
cause many firms to default on their bonds, leaving their equity holders with worthless stock certificates.  The Federal Reserve 
stopped this possible chain of events by announcing a plan to buy corporate investment grade bonds.  If the foundation of the capital 
structure of corporate America is backstopped by the Federal Reserve, then equity is suddenly much less risky and therefore more 
valuable.  The Fed’s actions allowed many firms to issue new debt last quarter, improving their cash position.  Other central banks 
globally announced, or continued, similar plans with similar results. 
  
There have been a few adjustments to the Fed’s plans, and some carefully timed announcements expanding the program.  Corporate 
America is now flush with cash, and demand is returning as lockdowns ease and consumers are finally able to make purchases 
beyond the essentials.  
  
In prior communications we articulated an “optimistic case”, which included a vaccine before the end of the year.  This may not 
happen.  Even so, the policy strategies listed above have produced a recovery that is progressing faster than expected.  
  
Sustainability of the Recovery 
 
The actions of the Federal Reserve and U.S. government have served as a bridge (over troubled waters, if you will) to the next phase 
of the recovery.  At a macro level, these policy actions have been successful thus far.  However, the foundation for a lasting recovery 
requires more than writing checks to the private sector.   
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Lessons learned during the 2007-2008 financial crisis informed the COVID-19 policy response.  One of these lessons is that a return 
of consumer demand is required to sustain momentum.  In our view the best proxy for demand in the developed world is employ-
ment.  Gainfully employed people have income to spend.  The employment reports for the last two months have been solidly above 
expectations.  Unfortunately, expectations were low, and the details of the reports are troubling.  
 
The Good News:  The economy added 4.9 million new jobs in June, following 2.5 million in May.  The unemployment rate peaked 
at 14.7% in April, fell to 13.3% in May and now stands at 11.1%.  Fully 70% of new jobs reported in June were in the areas hurt 
most by the lockdown, such as education/health, retail, and leisure/hospitality.  One half of the restaurant jobs lost in March and 
April have been recovered.  The June jobs report surprised to the upside, and the trend is certainly positive.  
 
The manufacturing sector of the economy has demonstrated surprising strength. The U.S. ISM manufacturing survey was in expan-
sion in June, posting its highest reading (52) since April of 2019. Other survey data, such as the Purchaser Manufacturing Index 
(PMI), beat expectations and is approaching expansion territory with a reading of 49.  Many economists believe that the manufactur-
ing sector leads the overall economy, suggesting that the worst damage from COVID-19 is behind us.  
 
The Not-So-Good News:  In June, nearly 14 million Americans who were part of the unemployed ranks were seeking full-time jobs 
for which there were no “matches” to preferred industry and skill set.  This is the 3rd highest reading on record for that rather specific 
measurement.  Almost 20% of Americans of working age are unemployed or underemployed (would prefer to work full-time if pos-
sible).  Those without jobs for 5-14 weeks was 4.5 million higher in June than in April.  Those who have been unemployed for 15 
weeks or more grew by 1.5 million over the same period and now totals 3.3 million.  
 
Even with the recent improvement in the job market, the overall level of employment is lower today than it was in March 2014, and 
this data was as of mid-June before Sunbelt states closed sections of their economies. 
 
In order for economic momentum to continue, the unemployment rate must continue the improve alongside increasing consumer 
confidence and discretionary spending. 
 
Threats to the Recovery 
 
COVID-19 has not been brought under control in the US.  The first wave never ended; it just plateaued.  The United States is lead-
ing the world in new cases relative to the size of the population.  Even countries that have enjoyed much more success in fighting the 
virus than America have seen various levels of additional outbreaks.  
 
There appears to be little appetite for another round of lock-downs due to the high financial and social costs.  The result will likely 
be regional slowdowns as we are currently experiencing in the Sunbelt.  To the extent the COVID-19 case count expands in both 
raw numbers and in geographic terms, we can expect the recent economic and employment gains to be partially reversed.   
 
The Congressional Budget Office estimates that it will take eight years for the U.S. to return to full employment.  One factor to this 
estimate is the assumption that consumers will be more likely to keep high levels of precautionary savings on hand than to resume 
normal spending.  Elevated savings rates are expected to persist for years, as was the case in response to prior periods of significant 
economic stress.  A recent paper from the San Francisco Federal Reserve studied previous pandemics, starting with Black Plague of 
the 14th century, and found that savings rates for households remain elevated for a decade after such events.  High savings rates 
clearly suggest less overall demand for goods and services throughout the economy.  

 
Certain provisions of the CARES Act, passed in March to lessen the financial impact of COVID-19, expire at the end of July.  The 
most important piece of this legislation has been the extra unemployment insurance benefit of $600 per week.  This, or some reason-
able substitute, needs to continue to maintain the recovery.  There is some optimism that a compromise will be made, but time is 
running short.  
 
The election is now close enough that capital markets are beginning to take notice.  Polling data has changed significantly since the 
start of the year when the White House was a toss-up and the Senate looked to remain in Republican control.  Now Democrats have 
roughly a 60% chance of winning the White House and a 50% chance of taking control of the Senate.   
 
We do not agree with the argument that a Democratic controlled government means the equity market will fall, but we do believe 
that the focus of the market is likely to change.  The fossil fuel industry will struggle, and clean energy will benefit, for example. 
Trade policy will likely improve, but tax policy will may become an area of concern.  
   
If the tax cuts of 2017 were to be reversed, earnings for the S&P would likely fall by 10%.  This would clearly cut off the recovery 
at the knees.  We believe such as change to be unlikely until the economy is on firm ground, but the threat remains.  
 
Without more stimulus from the Federal government we can assume that the recovery will be slow and fragile, just as occurred in 
the years following the financial crisis.  That era saw several periods where another recession seemed likely and was only avoided 
on technicalities.  Without more help, unemployment will remain high and there will be political pressure and social unrest for eco-
nomic change.  The economy is on the road to recovery, but the training wheels of stimulus need to stay on the bike for a little long-
er. 
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Conclusion 
 
In many ways the recovery from COVID-19 is progressing faster than expected, but it is unclear how much of this momentum can 
be maintained without gaining control over the spread of the virus.  This uncertainty and the economic damage already done re-
quires that additional stimulus be added to the economy to avoid temporary losses from becoming permanent impairments.  
 
If consumers are unlikely to provide the demand needed for a sustainable recovery, the shortfall will need to be provided by anoth-
er source.  This is where the argument for a “New Deal” style stimulus plan gains traction.  An infrastructure plan would help peo-
ple find employment and provide the needed demand to ensure the recovery is durable and long-lasting.  Ideas of this type have 
been floated by both political parties, but there seems to be little appetite now to move forward.  The next stimulus bill will be 
much more effective if it focuses on expanding the employment rolls by building new roads, bridges, and communication infra-
structure.  Since any stimulus will be financed by more US debt, we would prefer to see investment in the country rather than an-
other round of checks to be used on consumption of t-shirts and televisions.  
 
We have lived through one of the most unique and stressful six-month periods in economic history.  We hope we are correct in 
thinking that the worst is behind us and a robust recovery will ensue.  Whatever may occur, rest assured that we will continue to 
work hard on your behalf.  

 

 

 

Closing Comments 

If you have made it this far, congratulations.  This edition of our News Release presented more content than is typical.  Between 
impending tax deadlines, new regulatory requirements and a fragile economy in transition, there was a lot to cover.   

As you are aware, most PIM staff have been working from home for the past few months.  Tentatively, we intend to return to the 
office beginning Monday July 20th.  Should new information suggest that extending our decentralized structure for a few more 
weeks is most prudent, we will do so.   

We hope that you are all doing well, while waiting for summer weather to arrive.  From all PIM staff, our sincere thanks for your 
trust in us and for your ongoing expressions of support and appreciation over the past several months.   

 

Personal Investment Management, Inc. 


