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HINDSIGHT IS 2020 

Bill Henderly, CFA, Nvest Wealth Strategies, Inc. 

Where were you on New Year’s Eve December 31, 1999?  If you were like many people all over the 

world, your New Year’s Eve celebration was overshadowed by the looming fear that the world we 

knew might come to an end a few seconds after midnight.  Recall, the big fear was the Y2K computer 

crisis.  On the eve of a new millennium, no one knew for sure what would happen with calendars in 

computers because computer code for the year 2000 was “00”.  If dates were MMDDYY, would 

computers think the code 010100 was January 1, 2000 or January 1, 1900?  Would computers 

around the world lose their collective minds?  Further, would trains, planes, power plants fail; would 

computer records for bank accounts become inaccurate?  The year 2000 is the only turn-of-the-

millennium any living today could experience.  As we know, this event 20 years ago moved forward 

without screeching to a halt. 

Twelve months ago, on New Year’s Eve 2018, who would guess 2019 financial markets would be 

spectacular?  Investors just experienced a 4Q decline of near -20% which erased the 2018 stock 

returns to a full year loss of -4.4%.  The global economy was weakening; stocks, bonds and 

commodities were falling in tandem, and investors were worried.  Fear centered on the thought that 

rate increases by the Fed and tariffs would produce a protracted downturn; these were negative 

influences for the 2019 investment outlook.  The mood was unsettling and dim.  Twelve months later, 

investors now know 2019 stock market performance was very strong; producing a total return 

exceeding +31%.  While the US markets were the strong global performer, most all world stock 

markets provided exciting experiences. 

Hindsight is 2020!  2019 was very encouraging to investors who remained invested; didn’t jump out 

after the big discomfort in 4Q2018.  Guess if you would, how well the US stock market performed 

during the 10 years just ended?  The annualized return for the S&P500 over these past 10 years was 

+13.6%.  That is one of the best stretches ever.  It may be difficult to match for the upcoming decade.  

As you know, this longest running Bull market (130 months or 2 months shy of 11 years) was clearly 

unloved; not believed in.  Some investors never returned to risk investing following the financial 

troubles of 2008-09.  Leadership during the last decade was provided by a few FAANG stocks, private 

equity, and Passive Index investing – these ideas were much loved.  Banks, energy, Japan and Active 

management were disliked.  One hedge fund manager stated, the “best energy investor he knew 

owned tech stocks.”  History also shows decades often come in pairs, but with changes in leadership.  

Something is sure to change; it always does. 

The important point – being wholly committed to investing creates unanticipated rewards.  No 

investor can anticipate the future.  One needs to be invested all the time.  In hindsight, if an investor 

missed 2019, that is a big lost-opportunity.  What difference does one week make?  Missing one 

week – from Christmas eve 2018 to New Year’s Eve (12/31/2018) when stocks started the 2019 

advance – resulted in a lesser stock market return exceeding +8%; returns for the past 53 weeks were 

+40.3% versus 52 weeks of 2019 were +31.5%.  Amazing how missing 4 trading days can 

significantly alter the performance experience.  And we know hindsight is always 2020!  

2020 VISION 

Popular Mechanics magazine often showed futuristic ideas, like a man pushing a small, yellow 

helicopter into the garage of his modest home.  Within a few years, it was suspected that whirlybirds 

would replace cars.  Thomas Edison was one of the greatest inventors in history, but when it came to 

the future, he got a few things wrong.  In 1911, he predicted bars of gold would be as common and 

cheap as bars of iron or blocks of steel.  “Great ocean liners would be made of solid gold and we 

would be riding in golden taxicabs.” 

What financial market outlook for 2020 should be considered?  Can some vision be offered regarding 

investing in the New Year? 

First, we do not anticipate 2020 financial market performance to be robust like 2019.  We anticipate 

decent stock returns because the economy will do okay.  Dr. Ed Yardini, 40+ year economist and 

strategist, offered a New Year outlook, “the numbers 2020 mean: 2% real GDP growth, zero chance 

of recession, while inflation remains below 2.0% (in a coma).”  With this scenario, the Fed will not  
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likely make changes to its monetary policy – not cut or raise rates.  The fiscal policy should remain 

accommodative in a presidential and congressional election year.  Tariff issues with China, in Phase 

1 will complete, and further trade issue negotiations seem unlikely due to domestic political events.  

In general, the current Bull market does not exhibit “irrational exuberance;” asset values are not 

cheap either. 

Second, money supply (M2) grew faster than the economy and company earnings in 2019; M2 

growth was largely responsible for stocks preforming so well last year.  When there is excess money 

that is not needed to finance the growth of the economy, it is typically absorbed into financial 

markets and boosts asset values.  If the economy grows a bit faster in 2020 (than 2019) - because 

tariff issues are “quiet”, global monetary policies are accommodative, and fiscal policy is supportive 

- then excess money supply will be used to finance economic growth.  In 2020, it seems excess M2 

will be less and is unlikely to boost asset prices, as the economy will consume money to finance 

growth.  Thus, stock returns will likely be more dependent on company earnings and growth of the 

domestic and world economies.  This is another reason why stock returns may be decent, but not 

robust (like 2019). 

Third, foreign and European stock markets may outperform US stocks.  If Europe was the biggest 

loser in the tariff/trade issue between the US and China, it probably has the most to gain with 

tensions easing.  Europe was hit especially hard as it was caught in the crossfire while Brexit was 

ongoing.  Now, both tariffs and Brexit are resolving.  It’s like exiting an economic recession.  

Additionally, the valuation difference between US & European equities is close to as wide as in 

2012.  The biggest difference today versus a year ago is improvement in the foreign economic 

outlook.  That may translate into global and European stocks performing better than US markets in 

2020. 

Fourth, bond performance will be similar to interest rates; bonds will earn their yield, not much 

more.  With inflation managed or subdued and the economy slowly growing, the Fed will not feel 

pressure to make major adjustments to monetary policy.  The Fed will likely monitor workers’ wage 

increases, as recent data shows the average workers’ wages grew faster than supervisors/

management in 2019.  If wage rates accelerate due to full employment levels, monetary policy 

adjustments could occur. 

Fifth (last), 2020 is a presidential election year.  Stock market performance is usually subdued 

during the late spring and summer of a presidential election year.  Yet after that, the stock market 

is historically uncanny in identifying the winning candidate before Election Day.  The act of 

Impeachment serves as an opening act to what promises to be the wildest presidential election of 

our lifetime.  Buffalo Springfield’s song, “For What It’s Worth” included a short phrase that seems 

politically appropriate – “Nobody’s right, if everybody’s wrong.”  Is that true, or not?  This year 

should be politically wild. 

2020 vision may be possible for a while after visiting your optometrist.  But please, don’t expect 

that 2020 means economic and market predications will be perfect.  We suspect the combo of low 

interest rates and cooling trade tensions will help sustain the current Bull market advance a while 

longer. 

SPARKS START FIRES 

“A single spark can start a prairie fire.”  As we prepare this YE Nvest Nsights newsletter, a US drone 

strike killed a powerful Iranian general in Iraq (foreign soil).  This is a major escalation event to 

which financial markets, and oil in particular, will react.  Whether right or wrong, together we will 

travel its influence on financial markets in early 2020. 

For years, the US and Iran engaged in a proxy fight.  If the tables were turned and an American 

general was killed by Iran, we would expect direct confrontation.  Former National Security Advisor 

John Bolton quit (was fired) last year over Trump’s dovish position on Iran; Bolton believed more 

direct responses to Iran were appropriate.  Attacking the US Embassy in Baghdad, Iraq (foreign soil) 

by Iran-backed Shiite militias a few days earlier was the last straw given events of 1979 and 

Benghazi.  Iran’s General Soleimani was labeled in 2007 under the Obama administration as a  
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terrorist military leader.  Iran’s general regularly “poked” at the US and/or regional allies to provoke a response.  The US expected 

more attacks and thereby determined a response at this time was appropriate.  There should be little surprise in the US response, 

yet the speed and type of retaliation was unanticipated. 

Short-term impacts:  1) Iran will likely target US interests and allies; 2) other bad actors may see this as an opportunity to target 

US interests; 3) US will increase military forces in the Middle East; 4) higher oil prices (like a tax) could start to hurt US consumers 

and raise inflation expectations (which may lead the Fed to alter their steady monetary policy toward tightening) despite the US 

being less dependent on foreign oil; and 5) increased military spending would support domestic economic growth.  The great 

uncertainty revolves around how long retaliatory actions run.  In the short term, financial markets will likely be on edge. 

Our portfolio strategy, or tactics, incorporate “dialed-down” risk in both bond and stock exposures, while pursuing the client’s 

account investment objective.  We are not trying to time the market; rather continue to invest per objective with risk dialed back.  

We continue to pursue “time-in-the-market” investment philosophies because “timing the market” is very risky generating low-

return experiences. 

THE SECURE ACT 

By Jordan Acer, CFP, CIMA & Steve Henderly, CFA - Nvest Wealth Strategies 

Against a noisy political backdrop and busy holiday season, it would be easy to miss a key piece of legislation called the SECURE 

Act that was signed into law in late-December that touches in one form or another most all investors and current retirees.   

We are receiving some questions regarding the act’s passage and would like to call attention to the two sections we believe are 

of greatest impact. Before we jump to discussing The Setting Every Community Up for Retirement Enhancement Act of 2019 

(SECURE Act), we want to remind you that we view it important to stay abreast of changes to laws or rules that could impact 

your financial future.  We monitor them almost as closely as we monitor the markets. 

The “good news” first - TITLE I: Section 113. Increases the age for Required Minimum Distributions (RMDs). This section increases 

the age at which individuals are required to begin taking minimum distributions (RMDs) from traditional IRAs from 70 ½ to 72.   

The idea behind this change was to acknowledge that many individuals are electing to work longer/retire later, and also living 

longer than when the original legislation was passed.  Allowing individuals to delay distributions is a step in the right direction to 

reduce the probability that individuals might outlive their retirement assets.  

Note: Anyone who turned 70 ½ in 2019 is still required to take their first RMD before April1, 2020, and continue doing so using 

the previous rules. 

The second section, and more likely viewed as “bad news” is, TITLE IV: Section 401. Modifications to Required Minimum 

Distribution Rules. Of particular interest, this section takes away the option for non-spouse beneficiaries to “stretch” IRA 

distributions over their life expectancy.  This option was particularly beneficial to younger beneficiaries who might still be 

working; allowing them to spread distributions (and the taxes associated with them) over many remaining years. Now/instead, 

the entire account is required to be distributed by the end of the tenth calendar year following the year of the original account 

owner’s death (with few exceptions such as for children who are minors or those with special needs).   

Why?  The answer is fairly straightforward: the change is expected to accelerate and increase the collection of taxes on 

retirement accounts not used by the original saver or spouse. For this reason, the change may cause some to re-evaluate their 

beneficiary designations, savings location, and/or estate plans. 

Note: Anyone who inherited an IRA before December 31st, 2019 is exempt from the new rule and can continue taking 

distributions under the prior options.  

If you would like to discuss the potential changes as they relate to your specific LIVING LIFE financial plan please let us know.  Let 

us worry about the changes for you; we are here to provide insight to changes like these.  

For further information, you can read this statement issued by the House Committee on Ways & Means; 

Or review this recent Wall Street Journal article regarding inheriting IRAs, which does a nice job addressing what we believe will 

be some of the most common questions/scenarios. 

 

SPECIAL TAX NOTICES: 

Official tax-related documents and 1099 information will be delivered directly from Schwab to clients with taxable accounts (such as individual, joint, or 

trust accounts) around mid-February.  These 1099 forms detail realized gains/losses and dividend or interest income generated in your account during 

the 2019 tax year.  Schwab intentionally delays delivery of these documents until mid-February to reduce the issuance of corrected 1099 forms.   

For retirement accounts, forms detailing distributions (Form 1099-R) will be delivered in mid-January.  Reporting of contributions (Form 5498) are made 

available after the April 15 tax filing deadline; if you are planning to make a Traditional or Roth IRA contribution for the 2019 tax year, it must be 

received by Schwab not later than April 15, 2020.  Contributions received after that time will either be returned to you or posted as a 2020 contribution.  

This deadline applies even if you are filing for an extension.  If you would like us to furnish Schwab’s tax documents to your CPA or tax professional as 

they become available, please direct us to do so and provide us with their contact information in an email.  

https://waysandmeans.house.gov/sites/democrats.waysandmeans.house.gov/files/documents/SECURE%20Act%20section%20by%20section.pdf
https://www.wsj.com/articles/inheriting-iras-just-got-complicated-thanks-to-new-retirement-overhaul-11576904481


BENCHMARKING AS OF DECEMBER 31, 2019 

Summary of index portfolio returns compiled by Nvest Wealth Strategies, Inc. 

The index returns reflect returns of various mutual fund averages compiled by Morningstar and allocated as follows: Capital Preservation: 90% Bond Average, 10% Treasury Bill Index; 

Income: 80% Bond, 10% Large Cap, 3% Mid Cap, 2% Small Cap, 5% International; Balanced Conservative: 65% Bond, 15% Large Cap, 5% Mid Cap, 3% Small Cap, 7% 

International; Balanced: 50% Bond, 24% Large Cap, 7% Mid Cap, 4% Small Cap, 10% International; Balanced Growth: 35% Bond, 30% Large Cap, 9% Mid Cap, 6% Small Cap, 15% 

International; Growth: 20% Bond, 38% Large Cap, 12% Mid Cap, 8% Small Cap, 17% International; Aggressive Growth: 10% Bond, 40% Large Cap, 15% Mid Cap, 10% Small Cap, 
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BOND FUNDS - TAXABLE STYLE 4TH QTR 12 MTHS 3 YEARS 5 YEARS

Taxable Short-Term Bond Average 0.6% 4.7% 2.5% 2.0%

Taxable Intermediate Bond Average 0.1% 8.0% 3.6% 2.7%

Wells Fargo Ultra Short AS 0.5% 3.3% 2.0% 1.5%

Vanguard Short Federal HS 0.4% 4.1% 2.0% 1.6%

American Century Short Duration HS 0.4% 4.0% 2.2% 1.9%

Pioneer Short-Term Income HS 0.6% 4.5% 2.4% 1.9%

PIMCO Low Duration HS 0.3% 4.5% 2.3% 1.9%

Vanguard Short-Term Investment Grade HS 0.6% 5.7% 2.9% 2.5%

American Funds Bond Fund of America HI 0.4% 8.0% 3.6% 2.7%

American Century GNMA Income HI 0.0% 6.2% 2.6% 1.9%

Diamond Hill Corporate Credit LI 2.2% 12.9% 6.8% 6.6%

Miller Convertible LI 2.9% 12.7% 4.2% 4.2%

BOND FUNDS - TAX EXEMPT

Tax-Free Intermediate Bond Average 0.5% 6.9% 4.1% 2.9%

Vanguard Muni Limited Term HS 0.6% 4.0% 2.5% 1.7%

T. Rowe Price Tax Free S/I HS 0.6% 3.7% 2.2% 1.5%

Vanguard Muni Intermediate Term HI 0.6% 6.8% 4.2% 3.1%

Vanguard Ohio Long-Term HL 0.5% 8.1% 5.1% 4.1%

STOCK FUNDS - DOMESTIC

S&P 500 Index 9.1% 31.5% 15.3% 11.7%

Equity Fund Average (Morningstar Mgr Agg US Core EW) 8.3% 27.0% 10.6% 8.5%

Schwab Large Cap Growth LG 10.9% 36.2% 19.8% 13.7%

Parnassus Endeavor LG 10.0% 33.3% 11.4% 11.6%

T.Rowe Price Dividend Growth LV 6.7% 31.0% 15.7% 12.1%

WisdomTree US Quality Dividend Growth LV 8.1% 29.6% 15.9% 11.8%

American Century Equity Income LV 4.8% 24.1% 10.4% 10.1%

Goldman Sachs US Equity Dividend & Premium LV 6.5% 24.6% 10.1% 9.0%

Hennessy Focus MG 5.3% 34.9% 12.9% 9.7%

John Hancock Multifactor Mid-Cap MB 7.1% 30.0% 12.2% N/A

John Hancock Disciplined Value Mid-Cap MV 6.2% 29.8% 8.4% 8.3%

SPDR S&P600 Small Cap Growth SG 8.6% 20.9% 9.9% 10.8%

Neuberger & Berman Genesis SB 6.0% 29.4% 11.8% 10.6%

Diamond Hill Small-Cap SV 7.9% 21.4% 4.5% 4.6%

SPDR S&P600 Small Cap Value SV 7.8% 24.3% 6.6% 8.2%

STOCK FUNDS - INTERNATIONAL

Morgan Stanley EAFE Index (Foreign) 8.2% 22.0% 9.6% 5.7%

Oakmark International LV 11.1% 24.2% 7.3% 5.1%

Schwab Fundamental International Index LV 7.9% 18.4% 8.0% 5.2%

John Hancock International Growth LG 8.8% 27.5% 15.1% 9.1%

Thornburg Developing World LG 12.4% 29.0% 14.0% 5.2%

Harding Loevner International Small Company SG 12.5% 29.5% 12.8% 8.3%

Hennessy Japan LB 7.7% 18.0% 13.4% 12.9%

STOCK FUNDS - SPECIALTY

Salient-Forward Select Income (REIT) MV 0.7% 18.1% 3.0% 4.2%

Neuberger Berman Real Estate Securities MV -0.4% 31.5% 11.5% 8.2%


