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changes,  not total 

return.  Because it  does 
not include dividends 
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Over the past 12 months, we have endured a global pandemic resulting in numerous deaths and 
hospitalizations, mass layoffs, a sinking economy, and a contentious presidential election. Our 
lives and lifestyles changed, where working and learning from home became the “new normal,” 
and in-person communication was replaced by virtual meetings. In short, 2020 was a very 
memorable year that tested our resolve, patience, and courage.

The year began with news of a SARS-like virus spreading in China. Little did we know the impact 
this contagion would impart on our health, politics, and economy. Late in January, the very 
first known case of COVID-19 in the United States involved a Washington state victim who had 
traveled from the city of Wuhan, China. By February, the growing number of reported cases of 
the virus prompted travel restrictions, stay-at-home orders, and shutting down of businesses 
both domestically and around the world. 

In March, the World Health Organization (WHO) declared a global pandemic as the spread of 
the virus reached more than 100 countries, with more than 100,000 reported cases. President 
Trump declared a state of national emergency. World economies and stock markets were rocked 
leading to major market sell-offs, decelerated at a rate of -5%, only to be outdone by a second-
quarter deceleration of -31.4%. Fear became the motivating factor for many — fear of contracting 
the virus, of losing a loved one, job loss, economic failure and fear of losing our money.

In response, several pieces of legislation were passed, including the Coronavirus Preparedness 
and Response Supplemental Appropriations Act, the Families First Coronavirus Response Act, 
the massive COVID-19 rescue package, the Coronavirus Aid, Relief, and Economic Security Act 
(CARES Act), which included the Paycheck Protection Program and distribution of stimulus 
checks to qualifying individuals. 

The summer months saw a slight lull in the number of reported virus cases.  However, as the 
availability of testing for the virus increased, so did the number of reported cases. Following the 
Democratic and Republican national conventions, the campaign for the presidential election 
captured the focus of most Americans for the rest of the year, and COVID-19 seemed to cast a 
shadow over almost every other aspect of our lives.

The November presidential election resulted in the defeat of President Donald Trump by former 
Vice President Joe Biden. While some positive news regarding COVID-19 came at the end of the 
year with the development and initial dissemination of vaccines.

The new year brings with it a sense of hope: that the virus will be controlled; for a return to 
some form of normalcy in our daily lives; for economic prosperity and job security; for peace, 
both here and around the world — and a good riddance to 2020.

Market/Index 2019 Close As of Sept 
30 2020 Close Monthly 

Change
Q4 

Change
2020 

Change
DJIA 28,538.44 27,781.70 30,606.48 3.27% 10.17% 7.25%

Nasdaq 8,972.60 11,167.51 12,888.28 5.65% 15.41% 43.64%

S&P 500 3,230.78 3,363.00 3,756.07 3.71% 11.69% 16.26%

Russell 2000 1,668.47 1,507.69 1,974.86 8.52% 30.99% 18.36%

Global Dow 3,251.24 2,960.93 3,487.52 4.15% 17.78% 7.27%

Fed. Funds 1.50%-1.75% 0.00%-0.25% 0.00%-0.25% 0 bps 0 bps -150 bps

10-year Treasury 1.91% 0.67% 0.91% 7 bps 24 bps -100 bps



SEQUENCE RISK: PREPARING TO RETIRE IN A DOWN MARKET

“You can’t time the market” is an old maxim, but you also 
might say, “You can’t always time retirement.” Market 
losses on the front end of retirement could have an outsize 
effect on the income you receive from your portfolio by 
reducing the assets available to pursue growth when the 
market recovers. The risk of experiencing poor investment 
performance at the wrong time is called sequence risk or 
sequence-of-returns risk.

DIVIDING YOUR PORTFOLIO
One strategy that may help address sequence risk is to
divide your retirement portfolio into three different 
“baskets” that could provide current income, regardless 
of market conditions, and growth potential to fund 
future income. Although this method differs from the 
well-known “4% rule,” an annual income target around 
4% of your original portfolio value might be a reasonable 
starting point, with adjustments based on changing needs, 
inflation, and market returns.

Basket #1: Short term (1 to 3 years of income). This 
basket holds stable liquid assets such as cash and cash 
alternatives that could provide income for one to three 
years. Having sufficient cash reserves might enable you to 
avoid selling growth-oriented investments during a down 
market.

Basket #2: Mid term (5 or more years of income). This 
basket — equivalent to five or more years of your needed 
income — holds mostly fixed-income securities, such as 
intermediate- and longer-term bonds, that have moderate 
growth potential with low or moderate volatility. It might 
also include some lower-risk, income-producing equities. 

The income from this basket can flow directly into Basket 
#1 to keep it replenished as the cash is used for living 
expenses. If necessary during a down market, some 
securities in this basket could be sold to replenish Basket 
#1.

Basket #3: Long term (future income). This basket is 
the growth engine of the portfolio and holds stocks and 
other investments that are typically more volatile but have 
higher long-term growth potential. Investment gains from 
Basket #3 can replenish both of the other baskets. In a 
typical 60/40 asset allocation, you might put 60% of your 
portfolio in this basket and 40% spread between the other 
two baskets. Your actual percentages will depend on your 
risk tolerance, time frame, and personal situation. 

With the basket strategy, it’s important to start shifting
assets before you retire, at least by establishing a cash 
cushion in Basket #1. There is no guarantee that putting 
your nest egg in three baskets will be more successful in 
the long term than other methods of drawing down
your retirement savings. But it may help you to better 
visualize your portfolio structure and feel more confident 
about your ability to fund retirement expenses during a 
volatile market.

All investments are subject to market fluctuation, risk, 
and loss of principal. Asset allocation does not guarantee 
a profit or protect against investment loss. The principal 
value of cash alternatives may be subject to market 
fluctuations, liquidity issues, and credit risk. Bonds  
redeemed prior to maturity may be worth more or less 
than their original cost. Investments seeking to achieve 
higher yields also involve higher risk.

EARLY LOSSES
A significant market downturn during the first two years of retirement could make a big difference in the size of a 
portfolio after 10 years, compared with having the same downturn at the end of the 10-year period. Both scenarios are 
based on the same returns, but in reverse order.

Assumes a $40,000 withdrawal in Year 1, with subsequent annual withdrawals increased by an inflation factor of 2%. 
This hypothetical example of mathematical principles is used for illustrative purposes only and does not represent 
the performance of any specific investment. Fees, expenses, and taxes are not considered and would reduce the 
performance shown if they were included. Actual results will vary.



Data sources: Economic: Based on data from U.S. Bureau of Labor Statistics (unemployment, inflation); U.S. Department of Commerce (GDP, corporate profits, retail sales, housing); S&P/Case-Shiller 20-City Composite Index (home prices); Institute for Supply Management (manufacturing/services). Performance: Based on data 
reported in WSJ Market Data Center (indexes); U.S. Treasury (Treasury yields); U.S. Energy Information Administration/Bloomberg.com Market Data (oil spot price, WTI Cushing, OK); www.goldprice.org (spot gold/silver); Oanda/FX Street (currency exchange rates). News items are based on reports from multiple commonly 
available international news sources (i.e. wire services) and are independently verified when necessary with secondary sources such as government agencies, corporate press releases, or trade organizations. All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or 
completeness. Neither the information nor any opinion expressed herein constitutes a solicitation for the purchase or sale of any securities, and should not be relied on as financial advice. Past performance is no guarantee of future results. All investing involves risk, including the potential loss of principal, and there can 
be no guarantee that any investing strategy will be successful. Prepared by Broadridge Advisor Solutions Copyright 2021.

In early 2020, 61% of U.S. workers surveyed said that
retirement planning makes them feel stressed.¹
Investor confidence was continually tested as the year
wore on, and it's likely that this percentage rose —
perhaps even substantially. If you find yourself among
those feeling stressed heading into the new year,
these tips may help you focus and enhance your
retirement savings strategy in 2021.

1. Consider increasing your savings by just 1%. If
you participate in a retirement savings plan at work, try
to increase your contribution rate by just 1% now, and
then again whenever possible until you reach the
maximum amount allowed. The accompanying chart
illustrates the powerful difference contributing just 1%
more each year can make over time.

The Power of 1%
Maria and Nick are hired at the same time at a $50,000
annual salary. Both contribute 6% of their salaries to their 
retirement accounts and receive a 3% raise each year. Nick 
maintains the 6% rate throughout his career, while Maria 
increases her rate by 1% each year until she hits 15%. After 
30 years, Maria would have accumulated more than double 
the amount that Nick has. Assumes a 6% average annual 
rate of return. This hypothetical example of mathematical 
compounding is used for illustrative purposes only and 
does not represent the performance 
of any specific investment. It assumes 
a monthly contribution and monthly 
compounding. Fees, expenses, and taxes 
were not considered and would reduce 
the performance shown if included. Actual 
results will vary.

2. Review your tax situation. It makes sense to
review your retirement savings strategy periodically in
light of your current tax situation. That's because
retirement savings plans and IRAs not only help you
accumulate savings for the future, they can help lower
your income taxes now.

Every dollar you contribute to a traditional (non-Roth)
retirement savings plan at work reduces the amount of
your current taxable income. If neither you nor your
spouse is covered by a work-based plan, contributions
to a traditional IRA are fully deductible up to annual
limits. If you, your spouse, or both of you participate in
a work-based plan, your IRA contributions may still be
deductible unless your income exceeds certain limits.
Note that you will have to pay taxes on contributions
and earnings when you withdraw the money. In

addition, withdrawals prior to age 59½ may be subject
to a 10% penalty tax unless an exception applies.

3. Rebalance, if necessary. Market turbulence
throughout the past year may have caused your target
asset allocation to shift toward a more aggressive or
conservative profile than is appropriate for your
circumstances. If your portfolio is not rebalanced
automatically, now might be a good time to see if
adjustments need to be made.

Typically, there are two ways to rebalance: (1) you can
do so quickly by selling securities or shares in the
overweighted asset class(es) and shifting the
proceeds to the underweighted one(s), or (2) you can
rebalance gradually by directing new investments into
the underweighted class(es) until the target allocation
is reached. Keep in mind that selling investments in a
taxable account could result in a tax liability. Asset
allocation is a method used to help manage
investment risk; it does not guarantee a profit or
protect against investment loss.

4. Revisit your savings goal. When you first started
saving in your retirement plan or IRA, you may have
estimated how much you might need to accumulate to
retire comfortably. If you experienced any major life
changes during the past year — for example, a change
in job or marital status, an inheritance, or a new family
member — you may want to take a fresh look at your
overall savings goal as well as the assumptions used
to generate it. As circumstances in your life change,
your savings strategy will likely evolve as well.

5. Understand all your plan's features. Work-based
retirement savings plans can vary from employer to
employer. How familiar are you with your plan's
specific features? Does your employer offer a
matching and/or profit-sharing contribution? Do you
know how it works? Are company contributions and
earnings subject to a vesting schedule (i.e., a waiting
period before they become fully yours) and, if so, do
you understand the parameters? Does your plan offer
loans or hardship withdrawals? Under what
circumstances might you access the money? Can you
make Roth or after-tax contributions, which can
provide a source of tax-free income in retirement?
Review your plan's Summary Plan Description to
ensure you take maximum advantage of all your plan
has to offer.
All investing involves risk, including the possible loss of principal, and there is no guarantee that any 
investment strategy will be successful. 1) Employee Benefit Research Institute, 2020

FIVE TIPS TO REGAIN YOUR 
RETIREMENT SAVINGS FOCUS 
IN 2021



LESSONS FROM THE LOCKDOWN: 
A BACK-TO-BASICS HOLIDAY

If there is one thing the COVID-19 stay-at-
home orders demonstrated, it was the need 
to find joy in simple pleasures. In fact, 43% 
of respondents to one survey said they had 
“changed their ways for the better” as a result 
of the lockdown.¹ By applying some of the 
lessons learned from pandemic purgatory 
to the holiday season, families had the 
opportunity to create new and meaningful 
traditions while saving money.

Travel. While confined to their homes for 
several months, people discovered the 
benefits of virtual get-togethers via video 
calls. The same survey cited above found that 
many people who used videoconferencing 
technology reported that they connected 
more with loved ones during the lockdown 
than before restrictions were put into place.² 

Experience vs. “stuff.” Of course, sharing 
experiences in person can be more rewarding 
than a video chat. Stay-at-home orders 
prompted many people to reflect on how 
much they took for granted, especially the 
opportunity simply to spend time with loved 
ones they don’t see on a regular basis. As many
grandparents would likely contend, time spent 
with family can be a much more valuable 
gift than the latest gadget or fashion trend. 
Moreover, while in lockdown, many families 
discovered they could actually live without 
many of the material goods they purchase on 
a regular basis. 

Food. During the lockdown, many people 
rediscovered the simple joy of preparing and 
eating home-cooked meals and baked goods. 
And because ingredients were often limited 
due to supply-chain disruptions, creativity 
became a valuable kitchen skill. Simple meals 
that the whole family helps prepare can be 
cost-effective as well as memory-making. 
1-2) OnePoll, studyfinds.org, May 23, 2020; 3) U.S. Bureau of Economic 

Analysis, June 30, 2020 

HELP US GROW
Do you know someone who could benefit from our services?

Our goal is to offer service to several other clients just like 
you! We would be honored if you would:

• Bring a guest to an event we are hosting 

• Refer a friend to come to our office for a complimentary 
financial check up

This information is not intended to be a substitute for specific individualized tax, legal or 
investment planning advice. We suggest that you discuss your specific tax issues with a qualified 
tax advisor. 

Securities offered through Royal Alliance Associates, Inc. (RAA), member FINRA/
SIPC. Investment advisory services offered through Focus Financial.  RAA is sep-
arately owned and other entities and/or marketing names, products or services 
referenced here are independent of RAA.
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