
SEPTEMBER 28, 2020 – By JEFF MEISSNER

Unprecedented 
I am so tired of using and hearing the word “un-
precedented” in reference to what we have all been 
living through this year. So I am going to promise 
not to use that word for the rest of this newsletter! 
All of us at Balanced Asset Management hope that 
you and all of your families are safe and sound 
during this (            ) time.  All of our lives have 
been negatively impacted in many many ways. I 
hope you have also derived some benefits from these               
times. We have heard some great stories from many 
of you on how you have tried to make lemons into 
lemonade over these past six months. One of my 
favorites is from a client who had planned to take 
his kids and grandkids to the beach in the Caroli-
na’s this summer. They had to cancel the big house 
they rented so they got creative. They rented a large 
motor home and parked it in their driveway for the 
week. They invited their family to come and stay in 
the motor home and it all worked out great. They 
hosted social distancing barbecues and bonfires each 
night and the grandkids loved swimming in their 
backyard pool during the hot summer days. They 
had their extended family vacation and never had to 
leave their home.

National Financial Conference
This past week, Don and I were supposed to be 
in Orlando for an annual conference that usually 
attracts about 2,000 financial advisors from all over 
the country. We never miss it because it’s a chance 
to hear from industry experts, portfolio managers 
and economists. Obviously, now is not the time to 
be in a huge conference center with 2,000 other 
people. So the conference was done “virtually”, like 

everything else in our lives. We were able to sit in 
front of our computer monitors and hear from all 
of the experts, just like every other year. One of the 
speakers said he had interviewed both Bill Gates 
and Warren Buffett independently and asked them 
the same question. “What one word is the reason 
for your success?” They both had the same answer, 
even though they were asked separately at different 
times. The word they chose was focus. I found that 
fascinating. 
 
Required Minimum Distributions
Just a quick reminder, as I wrote in my April news-
letter, because of Covid all mandatory RMD’s for 
2020 have been waived. That means you don’t have 
to take money out of your IRA this year if you are 
over 70 years old. You can still take all or part of 
your normal distribution if you need it, but you are 
not forced to take it this year. If you do need the 
money to pay for living expenses, it might make 
more sense to withdraw the funds from your non-
IRA accounts this year for tax purposes. Please call 
or email us if you would like to do some creative 
planning around this one time waiver. 

Review Meetings
As outlined in the two previous newsletters, we are 
currently doing all reviews via phone. We have been 
sending out “Review Reminder” postcards via mail 
and also via email. Please take advantage of these 
review meetings. We want to hear from you and 
hear about how you are dealing with these (           ) 
times. We want to answer any and all questions you 
may have. How can we help? If you have a concern, 
you don’t have to wait for a reminder card. Just give 
us a call or drop us an email. Remember also, you 
are now able to set up meetings with us on line by 
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going to our website balancedassetmanagement.com 
and clicking on Schedule an Appointment at the 
top of the page. The rest should be easy.

Presidential Election
Every four years the number one question we 
receive from clients surrounds the outcome of the 
election and how it will effect their investments. 
A speaker at our conference this past week laid it 
out this way. If the presidency and congress remain 
the same, expect continued low tax and regulation 
and continued geopolitical uncertainty. If Biden 
wins with a split congress, expect somewhat higher 
taxes and regulation and a more predictable trade 
and tariff outlook. If we have a Blue wave out-
come, expect the highest taxes and regulation and 
a more predictable trade and tariff outlook. In my 
personal opinion, the higher taxes and regulations 
the speaker expects with a Biden victory wouldn’t 
be immediate because of our weak economy. Biden  
would likely wait until the economy starts to 
strengthen before making those changes.
 I also believe the election outcome and its effect 
on our economy and stock market will probably 
take a back seat to other factors such as Covid 
developments and vaccines, how supportive the 
Federal Reserve is and how much investable cash 
is currently on the sidelines. These catalysts might 
prove to be more powerful than the election outcome.

. . . . . . . . . . . . M A R K E T  W AT C H . . . . . . . . . . . . .

What a month! What a Year! Who could have 
predicted we would have a five month bull mar-
ket in the middle of a deadly pandemic, with 
record-high unemployment and a 30% decline in 
corporate earnings? Just as September has brought 
the beginnings of fall to the Midwest, it might 
also be signaling the beginning of changes to the 
stock market. The S&P 500 has fallen for four 
straight weeks now for the first time in nearly a 
year. It should be noted that the last two weeks 

have been very small declines. Do the past several 
weeks reflect a shift away from a handful of huge 
tech companies like Amazon and Apple? Interna-
tional investments have been trending upward as 
the U.S. dollar is trending lower because a weaker 
dollar increases the value of foreign stocks. The 
dollar has been falling since March. The winners 
and losers have been well defined in 2020. Year 
to date the NASDAQ index which is dominated 
by tech companies is still up over 21% while the 
S&P 500 is +2% (only because the tech companies 
are also included here), small cap stocks are –18% 
and international stocks are still –10%. As usual, 
everything is not equal. This year has been more 
extreme than normal which plays right into our 
Active Strategies because we always try to focus 
and overweight the categories that are outperform-
ing instead of just owning a balanced portfolio 
that always owns some winners and losers. (Did 
you notice how I used my favorite new word from 
Gates and Buffett- FOCUS). In all seriousness, our 
Active Strategies have always been very focused 
and we believe it is one of the reasons they have 
been successful.

Active & Active Plus Strategies
I decided to combine my discussion of these two 
strategies because they are always very similar in 
what they own. The only difference is Active Plus 
is always one step more aggressive than Active. 
Currently, Active Plus is taking about 8% more 
risk than Active because it is carrying 5% less cash 
and it holds fewer bonds. Both strategies over-
weight technology and healthcare with consumer 
cyclical having a distant third emphasis. We were 
much heavier in technology three weeks ago and 
we had really benefited from that strong over-
weight for many months. Then, as I mentioned 
in the section above, there was the start of a shift 
in the markets. We were so far overweight in tech 
that we didn’t want to just hang on for dear life 
and hope it continued. On September 8th we sold 
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three tech heavy funds in Active (15% of the strat-
egy) and one tech heavy fund in Active Plus (10% 
of the strategy). We want to be focused (there is 
that word again) but not blindly focused with your 
money. So going forward, if tech continues it’s 
dominance we will do very well because we still 
own a lot of tech. If tech weakens in the months to 
come, you will continue to see us sell more of our 
tech or growth type funds that have made all of us 
a lot of money over the past six months. A couple 
of our favorite funds that we own in both of these 
strategies are Lord Abbett Growth Leaders and 
PGIM Jennison Global Opportunities. Both of 
these funds have done very well in 2020 even after 
giving up some of their gains more recently.
 The fund we are most proud of and that we 
own in all of our active strategies except Conserva-
tive Active is Lord Abbett Convertible Bond Fund. 
It is much less risky than a typical stock fund, 
yet it has had very positive returns this year. We 
jumped on this fund early and love the risk/return 
value of this investment. 
 An investment that I am still unsure of is 
our 5% investment on 8/10 in iShares Gold. We 
bought it because it clearly had momentum. It 
had performed very well year to date and it takes 
less risk than the stock market. We also knew 
we were very late in jumping on this trend. We 
usually like to spot a trend early like we did in 
Convertible Bonds and ride that momentum 
wave for a long time. Although we were late with 
gold, we talked ourselves into buying it because 
gold is usually a defensive play and here it was 
working when the stock market was going up. 
We also know gold benefits from a weakening 
US dollar and we think that is an ongoing trend 
in our favor. With all that said, so far we have 
been wrong, for all the right reasons. Our gold 
fund is now worth less than when we bought it. 
Again, it’s only a 5% weighting in our strategies 
so it bareley moves the needle of the value of our 
Active Strategy. But I HATE to be wrong! On a 

positive note, our gold fund is our second best 
performing fund during this September downturn 
and has outperformed the stock market. But still 
negative since we bought it.
 At the end of August we bought our first pure 
international fund because foreign funds have 
been trending higher as the US market has started 
to waiver. We are up to about a 16% weighting in 
foreign stocks at this point.
 As always, we will let the trends point us to 
what we buy and sell over the weeks and months 
ahead. Will it be international? Convertibles? 
Technology? Gold? Now you know what keeps 
me up at night.

Tax Aware Active
Everything I wrote above applies to this strate-
gy. The only difference here is we have invested 
a bit more into ETF’s than in the Active Strategy 
because ETF’s are more tax efficient than mutu-
al funds. This strategy is for non-IRA money. So 
taxes are important here. We also plan on making 
some strategic buys and sells in this strategy as we 
approach year end in an effort to harvest some 
extra tax benefits.

Conservative Active
We are fully invested here but in a very conserva-
tive manner. We currently have 9% of the strategy 
in conservative stocks and the rest is invested in 
bonds or bond like investments. This is our most 
conservative strategy.
 
Alternative Active
This is the strategy that we are most proud of. 
I have saved the best for last. It is our best per-
forming strategy this year. I started working on 
this strategy about two years ago and Don and I 
started introducing it to many of you in your re-
view meetings in the spring and summer of 2019. 
We rolled it out in early 2020. As volatile as this 
year has been, you wouldn’t think this would be a 
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good time to introduce a new investment idea. But 
it has worked exactly as we described it to all of 
you over a year ago. It’s exciting to come up with 
a concept and have it work perfectly. This strategy 
is designed to take about the same risk as the stock 
market most of the time. It can and will move to 
safety like our other active strategies but in a much 
different manner. It will be much slower to move 
to safety than the others and it will stay anchored 
to the risk of the stock market while the others are 
moving safer. So it won’t get tricked or head faked 
like our other strategies do when the market falls 
and then quickly recovers. When it does move, it 
does so in larger increments. So if the stock market 
is truly tanking it will get to safety, but when the 
market rebounds Alternative Active will become 
fully invested much more quickly than any of our 
other strategies. This is exactly what has hap-
pened this year. Who knew that in the first several 
months this new strategy would be stress tested 
right out of the gate? It passed with flying colors.
This strategy has the same overweights of our 
other strategies with a bit more diversification. In 
other words, it’s a bit less concentrated than our 
other strategies because it has a little more of a 
buy and hold aspect to it.
 If this has in any way piqued your interest, 
please give us a call or email us and we can com-
pare and contrast the different strategies for you 
and come up with the appropriate mix for exactly 
your situation.
 Just so you know, I am not currently concoct-
ing any new strategies. Don and I are more than 
busy running the ten strategies we currently are 
providing to you. So the mad scientist in me has 
put away the test tubes for a bit.

. . . . . . . . .T H E  L I G H T E R  S I D E . . . . . . . . .

Qualters Quarantine – By LYNN QUALTERS 

Life in the Qualters house is typically not boring. 
Kid’s activities, travel sports, school events, social 
and work commitments keep us very busy. Back 
in March as we watched the “shutdown” evolve, 
we, along with the rest of the world, did not know 
what to expect. Before we knew it, we had our 
college sophomore daughter back home, our high 
school son navigating the abrupt end of his senior 
year with the possibility of things like prom and 
graduation being canceled, our 7th grade daughter 
struggling with suddenly being isolated from her 
friends and learning how to attend school online 
and Don working from home. Wow! As we began 
our new normal as a family, frustrations were high 
and patience was short. Everyone was feeling the 
stress of the uncertainty surrounding us, includ-
ing me. I thought, how do I reassure my children 
when I am so uncertain myself? And then one day 
it hit me. While there was confusion and anxiety in 
our day to day lives, there were huge blessings as 
well. For weeks and weeks, we had family dinners 
around the table every single night. We had deep 
discussions about fear, faith, peace and overcom-
ing adversity. We talked about accepting what 
we couldn’t control. We played cards. We played 
board games. And we took one day at a time. 
Gratitude became part of our daily vocabulary and 
hopefully that was the biggest lesson learned for 
our family. Finding gratitude everyday, even when 
things felt uncomfortable. I am thankful things are 
(somewhat) returning to normal. School and the 
craziness of activities have resumed, but I sure do 
miss those family dinners around the table!
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