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Value of Staying the Course and Tax Filing Extension Update
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Educational Articles
During these turbulent times, M Squared Advisory Group and Mersberger Financial Group are focused on 
providing guidance and advice to help you navigate the uncertainty.  In times like these, the first response of 
many is to sell; however, as the attached articles indicate, at times, the best course of action is to stay the 
course. 

Attachment: T. Rowe Price: The High Cost of Cashing Out
Attachment: Vanguard: When Markets are Jumpy, Maintain Focus on Your Goals
Attachment: Vanguard: Understanding Market Downturns

Tax Filing Update
The tax filing deadline along with the payment of income tax due was extended until July 15, 2020. Here are 
the important updated dates:

July 15, 2020

• Wisconsin State Tax Returns Due for Tax Year 2019
• Federal Tax Return Due for Tax Year 2019
• 1st Quarter 2020 Estimated Tax Payments Due
• Last Day to Make 2019 IRA Contributions

June 15, 2020
• 2nd Quarter 2020 Estimated Tax Payment Due

We will continue to monitor and provide updates as needed for your convenience.

As always, thank you for your trust and confidence in our services.

Thank you!

Mersberger Financial Group, Inc. and M Squared Advisory Group, Inc.



SPEAKING OF MARKETS

THE HIGH COST OF CASHING OUT
When the stock market takes a dip, moving to cash can be a tempting option for investors seeking a respite from volatility. 

However, cashing out of a declining market could come at a cost. Although past performance cannot guarantee future results, history shows that 
stock markets eventually recover. Investors who cash out not only could lock in investment losses, but could miss out on longer-term gains as the 
market recovers, hurting their chances of achieving long-term financial success.

Short-term pain, long-term gain 
Remember, long-term investment goals require a long-term perspective, particularly during periods of heightened market volatility. While it’s hard 
to watch your portfolio fluctuate with the ups and downs of the market, sticking with your long-term strategy can pay off over time. 

A tale of two investors
To see the benefit of staying invested through all types of markets, let’s consider two hypothetical investors—the first sticks to his investment 
strategy despite market fluctuations, and the second becomes anxious during volatile markets and jumps in and out. 

Both investors contributed $2,000 each quarter to their investment accounts. The steady investor (bright blue in the chart below) kept her money 
and ongoing contributions invested, riding out the stock market’s ups and downs. The anxious investor (dark blue) moved his account balance 
and contributions to cash when stocks dropped 10% or more in a quarter and only jumped back in to equities after a fourth consecutive quarter of 
positive returns. This behavior was repeated throughout several market cycles.

Stay invested in the market’s growth story
While both investors saw their portfolio balances decline during downturns, they continued to contribute to their accounts. The steady investor 
took advantage of lower stock prices through her ongoing contributions and was rewarded as the market recovered. Ultimately, the anxious 
investor’s account value ($180,602) was less than half of the steady long-term investor’s account ($472,955) at the end of the period.

OUTCOMES FOR DIFFERENT STYLES OF HYPOTHETICAL INVESTORS
Both began investing $2,000 each quarter beginning 2000 through 2019
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The “anxious” style of investor is assumed to be invested in 3-month Treasury bills as a cash equivalent. The $2,000 contributed each quarter in this example 
assumes minimal interest earned. The anxious style of investor also assumes that cash is invested in Treasury bills during those periods when not invested in 
the stock market. The performance of stocks shown is that of the S&P 500 Stock Index, which measures the performance of large-capitalization companies that 
represent a broad spectrum of the U.S. economy. Charts are for illustrative purposes only. Investors cannot invest directly in an index. Past performance cannot 
guarantee future results.
Sources: T. Rowe Price and S&P. See Additional Disclosures.

Additional Disclosures:
The “S&P 500 Index” is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”), and has been licensed for use by T. Rowe Price. 
Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow Jones® is a registered 
trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). T. Rowe Price’s product is not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, 
S&P or their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product nor do they have any 
liability for any errors, omissions, or interruptions of the “S&P 500 Index.”



Understanding market downturns
For prepared investors, market downturns can represent 
great opportunity

Nearly everywhere you turn, from friends and colleagues to cable news shows, you 
can find someone with a strong opinion about the financial markets. People will often 
use specific terms such as correction or bear market to render judgments about the 
direction of markets, especially when market performance is choppy or trending down.

Is it worth getting concerned when markets stop or even reverse 
their upward advance?

To answer that, it’s important to realize that downturns are not rare events:  
Typical investors, in all markets, endure many of them during their lifetimes.

Even knowing this, it can be unsettling to witness the decline of your portfolio  
during one of these events. After all, that account balance is more than a 
number—it represents very important personal goals, such as the ability to retire 
comfortably or to provide a quality education for family members. When market 
conditions place those goals in jeopardy, you may feel compelled to do something, 
such as sell most or all of your investments. You may assume that converting to  
cash will give you a better long-term result than staying invested.
 
But such action would shut you out of the strong recoveries that have historically 
followed market downturns. The answer is to come up with a game plan before 
the next market pullback, so you’re well-positioned to try to take advantage of the 
opportunities that follow. What’s more, you’ll probably know what to expect as 
markets cycle through their phases, so you can tune out messages that don’t help  
your strategy. 

It’s worth noting that not all financial declines are the same in length or severity—for 
example, historically speaking, the global financial crisis and Great Recession of 2008–
2009 was an extreme anomaly. As challenging as that event was, it was followed by 
the longest stock market recovery in U.S. history.1

Since 1980 
there have been:

Declines of 10% or more

 

 

Declines of 20% or more, 
at least two months long

 

 
Declines in economic 
conditions for two or more 
successive quarters (refers 
to declines in the broad 
economy rather than the 
financial markets, though 
the two can be linked).

Source: Vanguard.

Sources: Vanguard calculations, using data from FactSet. All data as of June 28, 2019.

Notes: This is a hypothetical illustration. Balanced portfolio is represented by 60% S&P 500 Index and 40% Bloomberg Barclays U.S. Aggregate Bond Index; bonds are represented 
by Bloomberg Barclays U.S. Aggregate Bond Index; and cash is represented by Bloomberg Barclays U.S. 3-Month Treasury Bellwether Index.  
Past performance is no guarantee of future results. The performance of an index is not an exact representation of any particular investment, as you cannot invest directly in an 
index.

1 Lu Wang, “The Bull Market Almost No One Saw Coming,” Bloomberg Businessweek, December 15, 2019, https://www.bloomberg.com/news/articles/2019-12-15/the-bull-
market-almost-no-one-saw-coming, accessed on December 19, 2019.

Riding out a rough period

12 
Corrections

8  
Bear markets

5  
Recessions



Notes: All investing is subject to risk, including the possible loss of the money you invest. 

Mid and small-capitalization stocks historically have been more volatile than large-cap stocks.  

Investments in bonds are subject to credit, interest rate, and inflation risk. High-yield bonds present higher 
credit risk than other types of bonds.  

Be aware that fluctuations in the financial markets and other factors may cause declines in the value of your 
account. There is no guarantee that any particular asset allocation or mix of funds will meet your investment 
objectives or provide you with a given level of income. FAWLBCMD 122019

Best defense: Making a plan and sticking to it

We can develop a plan now that prepares you and your portfolio for financial system 
shocks, whenever they happen to occur. That means focusing on the factors of 
your investing strategy we can control (including things such as asset allocation and 
costs) and not worrying about those things out of our control, such as downturns in 
the markets and economy.

In the meantime, remember that bearish market conditions—while inevitable—
don’t last forever. As a savvy investor, you can ignore short-term pullbacks of the 
market (and any commentary that might cause you to veer off course) and remain 
committed to achieving your long-term vision.

Downturns come and go. The results of a well-designed and faithfully followed plan, 
on the other hand, can serve you the rest of your life.

In coming up with the best plan for you, it is helpful for you to 
think about the following:

How do you feel about risk? Are you OK with a greater amount of up-and-down 
movement in your portfolio if it means potentially higher returns? Or, alternatively, 
would you rather have more stability in your portfolio even if it means forgoing 
higher returns?

Where are you along your investing journey? Depending on how close you are to 
retirement or other financial goals, we can adjust your portfolio’s risk profile to a 
level appropriate for your personal risk-comfort level and investing objectives.

•

•



When markets are jumpy, maintain focus on your goals

With the current experience of enjoying the longest bull market in history, it’s easy to forget that volatility includes stock prices 
going down as well as up—and that such movement is practically guaranteed. 

While you can’t control the markets, you can manage how you react to their swings. The key is to zoom out from any particular 
period and focus on the long-term trend. As you can see in the chart below, the Standard & Poor’s 500 Index, widely used as 
a proxy for the U.S. stock market, has been one long succession of volatile periods. However, despite the historical volatility, 
the index increased nearly 19 times in value during the period shown. Investors who jumped ship during the volatile times, by 
selling their stock portfolios, would have missed out on the impressive gains that followed the declines. 

Volatility can also create a great opportunity to rebalance your strategic asset allocation. Volatility in the market might make it 
possible for you to sell concentrated equity positions or high-cost active holdings with no tax penalty. Your advisor can help you 
plan for such opportunities and take advantage of them when they appear. 

Both of the considerations discussed here about volatility underscore the importance of determining your financial goals and 
creating a plan, with the help of your advisor, to reach them. That plan then serves as a financial North Star—a constant, written 
reminder that can guide you to the outcomes you want, independent of market conditions. 

All investing is subject to risk, including the possible loss of the money you invest. 
Be aware that fluctuations in the financial markets and other factors may cause declines in the value of your 
account. There is no guarantee that any particular asset allocation or mix of funds will meet your investment 
objectives or provide you with a given level of income.
We recommend that you consult a tax or financial advisor about your individual situation.

Sources: Vanguard calculations, using data from Lipper, a Thomson Reuters Company.
Notes: Intraday volatility is calculated as the daily range of trading prices [(high-low)/opening price] for the S&P 500 Index. 
Past performance is no guarantee of future returns. The performance of an index is not an exact representation of any particular investment, as you cannot invest directly in an index.

Volatility and prices for the S&P 500 Index 
September 30, 1982 to December 31, 2018
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