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Company Market Cap % of S&P 500 Market Cap 

Apple $1.4T 4.79% 

Microsoft $1.2T 4.55% 

Alphabet $986B 3.16% 

Amazon $934B 2.90% 

Facebook $622B 1.94% 

Source: CNBC.com 

2019 also benefited from unprecedented levels of Fed stimulus in the form of 

the repurchase-agreement, or repo, market. This process involves the Federal 
Reserve's purchases of treasury bills in the overnight repo market, with the 

purpose of adding liquidity to the markets. Markets have been on a tear since 
this current facility was put in place in October. So far, the Fed has used this 
tactic to expand its balance sheet by $400B. The last time the Fed injected this 

much liquidity into the markets was in 2009, when about $120B was injected 
into the markets in order to fuel a recovery following the credit crisis. Funds 

from these liquidity events usually get funneled to the best performing 
markets. In 2009, that was the bond market. This time around it has been the 
stock market, particularly mega cap stocks, that has benefited. 

This Fed-fueled frenzy, combined with healthy corporate earnings ten years 
into an expansion, has led to significant wealth creation in 2019 alone. 
According to Wilshire Associates, the value ofUS equities increased by $7.5 

trillion, or almost 28% in 2019. From the Christmas Eve 2018 low, the rise 
was even more pronounced, totaling about $9.2 trillion, or 36%. This past 
year marks the best year for value creation since 2013, when equities added 
$5 .4 trillion to investors' total wealth. 

As we begin 2020, we remain focused on the primary drivers of investment 

returns - corporate earnings and valuations. Expectations are for earnings 
growth to slow relative to 2019, yet valuations appear to be stretched 
compared to this time last year. A year ago, the S&P 500 traded at roughly 19 

times forward earnings and today we are at about 24.5 times forward earnings, 
the second highest multiple in over 10 years. 

Given all of this, we have grown more cautious in our outlook as we begin 
2020. Certain technical indicators that we employ in our investment process 
are flashing warning signs. While markets are pushing to all-time highs, 
money flows and relative performance are displaying divergences that have 

not been seen since late 1999. Market leadership has narrowed significantly, 
as noted earlier, best displayed by nearly half of the total return of the S&P 500 

fueled by two stocks in 2019. The percentage of stocks in the S&P 500 
showing positive relative performance is 34% currently, while 50%+ typically 
accompanies a healthy market. We are not making a major market call, rather 

remaining disciplined investors and have and will be trimming position sizes 
to reflect the elevated risk levels of the current environment. As investors, it is 
important not to over-emphasize individual positions but to focus on your 

investment portfolios as a whole. It is our responsibility to remain disciplined, 

to not allow emotions to block our decision making and to align our strategies 
with the risk management parameters that accompany them. 

We are always committed to adjusting to an ever-changing landscape, 
performing sound research and exercising common sense. This involves not 

only individual security selection, but asset allocation and risk management 
decisions with the goal of meeting your individual investment needs. 

Please feel free to contact us at your convenience to discuss your specific 

situation and how the various strategies that we offer can accommodate your 

needs. As always, we appreciate the trust and confidence you have placed in 

us and we appreciate the opportunity to serve your investment needs. 

?wt/J½ 
Scott A. Goginsky, CFA ® 

Partner, Research Analyst, Portfolio Manager 

Sources: returns; HAS-Wealthscape, Gemini Fund Svcs, Bloomberg, USNews -
earnings growth; Bloomberg - S&P 500 & DJIA 2019 YTD, CNBC.com, 
multpl.com, Brogan Research- decade review; Wall Street Journal, Dow Jones.com 
- fed reserve: Barron's

The information set forth regarding investments was obtained from sources that we believe reliable but we do not guarantee its accuracy or completeness. Neither 
the iriformation nor opinion expressed constitutes a solicitation by us of the purchase or sale of any securities. Past performance does not guarantee future results. 

2. -------------------------------------------

The SECURE Act 

is Now Law. 

In our last newsletter we discussed proposed retirement reform that had bi-partisan support. Although we, along with the 
rest of the planning community, anticipated some significant change to IRAs and RMDs for non-spouse beneficiaries, we 

didn't have an actual law to work with. 

As of December 20, 2019, we do have a law to work with. Although 
we've only had a little over three weeks ( as of this writing) to decipher 
and plan with the new law, we have developed some formal comments 

and opinions. If you would like to read our Whitepaper on the SECURE 
Act, please give us a call. You can also access it through our website at: 
www.TheBiondoGroup.com/Biondo WhitePaper. 

The most significant item to come out of this law is what is being called 
the ''ten-year rule." This new rule states that, if you're not an Eligible 
Designated Beneficiary of an IRA, then you must distribute the IRA you 
inherited within 10 years following the year of inheritance. 

1UhJ is this si_Jni{icant? 
Previously, most people who inherited an IRA could "stretch" the 
required distributions over their lifetime. This generally resulted in 
incremental increases in income, even with large IRAs. These small 
distributions were less likely to cause a significant amount of extra tax for 
the beneficiary. This dynamic is now reserved only for "Eligible 

Designated Beneficiaries" or EDBs for short. EDBs include spouses, the 

chronically ill or disabled, minor children ( only until the age of majority) 
and those who are not more than 10 years younger than the decedent. 

If you are not an "EDB," you are going to have to pull all of the money 

out of the IRA within 10 years. You can imagine how this rule could 
cause a little bit of a surprise come tax time. Imagine inheriting a $ lm 

dollar IRA and all of a sudden having to add six figures of income onto 
your tax return every year. Or, not doing anything for nine years and 
having to include over $Im dollars onto your income! 

Clearly, this is going to potentially cause many people to be paying more 
in taxes and receiving less of their inheritance. Revenue needs to be 
raised from somewhere, this time around it seems the crosshairs are 

dialed in rather tightly to the beneficiaries of IRAs. 

For this reason, among others, it is now more important than ever to: 

There have already been a myriad of planning techniques and strategies 
developed to navigate the new ten-year rule. We invite those who think 
they may be adversely impacted by this rule to reach out and discuss it 
with us. 

There are many other changes made by the SECURE Act. 

They include: 

• No restriction on making IRA contributions past age
70.5 (so long as there is still earned income)

• The age for beginning RMDs will now be 72 instead of
70.5 (for those who tum 70.5 in 2020 or later)

• A new wrinkle in how Qualified Charitable
Distributions can be managed

• The reversion to pre- "Tax Cuts Jobs Act" kiddie tax
rates

• Distributions from 529 plans can be used (up to 1 Ok
lifetime, per person) to pay down student loan debt

• An exception to the 10% early distribution penalty for
childbirth and adoption expenses ($5,000 per person,
per child)

• Several changes relating to "small" employer and other
qualified retirement plans

ff you would like to discuss any 

changes brought about by the 

SECURE Act, please give us a 

call and arrange a time to 

discuss your specific questions. 

Casey Pisano, CFP®, AIF® 

Review who the beneficiaries of your IRA are and review what your 

retirement income distribution plans are. This is the first step in order 
to make sure you're taking the proper action in navigating these new 

retirement rules. If you have non-spouse primary beneficiaries or a trust 
named as beneficiary on your IRA, please give us a call as soon as 
possible. In these particular situations there is no time to waste. 
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