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Thomas C. Chester, a financial advisor at Allen Financial in
Camden, has earned the designation of Certified Plan Fiduciary
Advisor from the National Association of Plan Advisors.

The  Certified  Plan  Fiduciary  Advisor  (CPFA)  credential  —
developed  by  some  of  the  nation’s  leading  advisors  and
retirement plan experts — demonstrates knowledge, expertise and
commitment to working with retirement plans.

Plan advisors who earn their CPFA demonstrate the expertise
required to act as a plan fiduciary or help plan fiduciaries
manage their roles and responsibilities.

Chester has been with Allen Financial since 2005. He has FINRA
Series 6, 7, 63, and 66 registrations and he is a CERTIFIED
FINANCIAL  PLANNER™  Professional  and  Accredited  Investment
Fiduciary®.
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Despite Bumps Along the Way,
Road  to  Economic  Recovery
Shows Promise
Halfway through 2020, we’ve already had enough news (and then
some) to fill up an average year. So far, we’ve seen a pandemic
explode—then moderate. The stock market crashed—then recovered
rapidly. There were protests around the nation—and we don’t know
what will come next there. In addition to these major events,
politics has steadily become more confrontational, and we know
it  will  likely  get  worse  as  we  move  toward  the  November
elections.

Given the headlines, the key to figuring out what is likely to
happen over the rest of the year is to focus on the most
important trends, which for our industry means the coronavirus
pandemic,  the  economic  response  to  it,  and  the  financial
markets.

Despite Rising Coronavirus Cases, Positive Economic Signs Emerge
The real question about the coronavirus for the rest of 2020 is
not if there will be a second wave, but whether it will be large
enough to derail the economic recovery underway. So far, it does
not  look  like  it  will.  As  of  early  July,  we  are  seeing
significant second waves in several states, and rising case
counts  in  many  others.  It  is  quite  possible  we  will  see
lockdowns locally, but a national shutdown looks unlikely, which
should allow much of the recovery to continue. Although there
are risks to that outlook, it remains the most probable case for
the rest of the year.
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Despite the rising case counts, the economic reopening is making
solid progress. Job reports so far have indicated the damage has
peaked and many have returned to work, leading to a bottoming
out  and  rebound  in  consumer  confidence.  Surprisingly  strong
consumer spending data has validated this, as consumers spend
only  when  employed  and  confident.  Business  confidence  has
rebounded as well, bringing it close to or above pre-pandemic
levels.

The recovery has benefited from two major factors. First, the
virus was brought under control faster than expected. Although
that improvement has paused—we are seeing localized outbreaks in
several states and rising case counts in others—the spread of
the virus remains moderate in much of the country. Second, the
Federal Reserve (Fed) provided substantial monetary support at
the  same  time  the  federal  government  provided  trillions  in
stimulus payments. The combination acted as life support until
the economy could reopen, and that life support appears to have
worked.

Financial  markets  have  also  responded  to  the  surprisingly
positive outcome so far. After an initial drop and what looked
like an impending depression, they recovered strongly because of
federal support and control of the virus.

Looking  forward,  while  the  risks  of  a  national  resurgence
remain, the more probable outcome is that localized outbreaks
will  be  contained  as  local  authorities  take  appropriate
measures. Even if cases increase nationally, the bulk of the
damage will likely be confined to a limited number of states.
Local shutdowns are to be expected as states respond, but we are
still far away from even considering national measures, which
means the economic recovery is likely to continue through the
end of the year.



In fact, it may accelerate. So far, many metrics have recovered
much faster than expected. Mobility data is already above pre-
pandemic  levels,  while  consumer  spending  has  regained  a
substantial share of its losses. Auto sales and the housing
industry have also shown significant bounces. Overall, for much
of the economy, if we trend the recovery over the past several
weeks through the end of the year, we could be close to where we
were at the start.

Chances  are  that  won’t  happen,  of  course,  and  setbacks  are
likely.  Still,  based  on  the  data  so  far,  the  chances  of
continued improvement look to be well supported. If we do suffer
setbacks, the government is likely to provide more stimulus to
close the gap. All in all, these trends should counteract any
damage.

With Recovery Expected, Markets Are Holding Steady
This is exactly what financial markets are expecting—continued
progress  on  controlling  the  virus  and  a  smooth  economic
recovery. Markets have returned close to pre-pandemic highs,
and, despite some recent volatility, are holding steady even in
the face of state outbreaks and fears from the Fed. Markets
expect a positive outcome across the board, and that remains
very possible.

The expectation that everything will proceed smoothly, however,
limits potential appreciation through the end of the year. With
all  the  good  news  priced  in,  valuations  are  quite  high—the
highest level in the past decade based on expected earnings. For
markets to appreciate beyond that, things have to go even better
than expected, which will be difficult.

Markets, for example, now expect earnings for S&P 500 companies
to rebound to levels we saw in 2019, which would be an amazing
recovery. Stocks, however, are well above the levels we saw



then—which also suggests limited future appreciation. A great
deal of good news is already priced in, which means there are
downside risks if things do not go as well as expected.

Looking at the numbers, the economy will still be in recession
in the third quarter but should recover substantially from what
looks to be a very weak second quarter. The fourth quarter
should see the economy close to breakeven, with the very real
prospect of a return to growth at the start of next year.

The stock market, in the form of the S&P 500, will likely finish
the year around current levels, maybe a bit higher. Interest
rates will remain low, as inflation remains under control and
the Fed refrains from any increases.

Positive Momentum Should Continue Through 2020
The story for the rest of 2020 is continued healing—from the
pandemic, economic damage, and market turbulence. Although real
risks  remain  and  setbacks  are  inevitable,  the  outlook  is
positive.  For  the  coronavirus,  we  know  what  to  do  and  are
addressing  renewed  outbreaks.  For  the  economy,  the  current
momentum should keep us improving through the end of the year.
And the market’s confidence in a positive outcome is a good sign
for the future.

Despite  the  headlines,  despite  the  risks,  and  despite
everything, we move into the second half of the year in a better
place than anyone expected a couple of months ago. That is a
very good place to start.

Certain  sections  of  this  commentary  contain  forward-looking
statements  that  are  based  on  our  reasonable  expectations,
estimates,  projections,  and  assumptions.  Forward-looking
statements are not guarantees of future performance and involve
certain risks and uncertainties, which are difficult to predict.
All  indices  are  unmanaged  and  are  not  available  for  direct



investment by the public. Past performance is not indicative of
future results. Diversification does not assure a profit or
protect against loss in declining markets. The S&P 500 is based
on  the  average  performance  of  the  500  industrial  stocks
monitored  by  Standard  &  Poor’s.  Emerging  market  investments
involve higher risks than investments from developed countries,
as well as increased risks due to differences in accounting
methods, foreign taxation, political instability, and currency
fluctuation.
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Test  Your  Knowledge  of  the
Federal Tax Exclusion for Home
Sales
A home residence can become a valuable asset in your net worth.
But  what  happens  if  you  decide  to  move?  If  your  home  has
appreciated, capital gains tax may be recognized upon the sale.

True or False?

As long as you purchase another home and roll the sales proceeds
into the new home, you can defer recognition of the taxable
gain.

Answer: False

Previously, you could roll your capital gains into another home
to avoid recognition of taxable gain; however, this option is no
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longer available. Currently, when you meet the qualifications,
the federal tax exclusion is limited up to $250,000 (single) or
$500,000 (married) on the taxable gain on the sale of a home.
This  exclusion  is  available  only  once  every  two  years.  To
qualify  for  the  exclusion,  you  must  meet  the  following
requirements:

Ownership requirement: You must own the home.
Residence requirement: You must have lived in the home as
your primary residence for at least 2 of the past 5 years.

If you are married, only one spouse needs to have owned the home
to  meet  the  ownership  requirement.  To  meet  the  residence
requirement, however, both spouses must have lived in the home
for at least 2 of the past 5 years.

A  partial  exclusion  may  be  available  under  specific
circumstances, such as a job change (more than 50 miles away),
health issues, or additional unforeseen situations. In addition,
certain exceptions applyâ€”for example, if you were separated or
divorced, if your spouse passed away, or if you were a service
memberâ€”that may make you eligible for the exclusion.

A tax advisor can help you navigate the rules and determine if
you qualify for the federal tax exclusion on the sale of your
home.

Test  Your  Knowledge  of
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COVID-19 Mortgage Relief
In response to the pandemic, the Coronavirus Aid, Relief, and
Economic Security (CARES) Act was signed into law on March 27,
2020.  Included  in  the  CARES  Act  are  provisions  that  allow
homeowners to delay mortgage payments through forbearance for
federally owned or backed mortgage loans.

True or False?

Under the CARES Act, when a mortgage payment forbearance period
ends, a lump-sum balloon payment is immediately required to
catch up on missed payments.

Answer: False

Although you can choose to repay all the missed payments at one
time in a balloon payment, doing so is not required under the
CARES Act. After the suspension ends, a variety of repayment
options may be available depending on your lender and mortgage
type. Repayment options may include setting up a repayment plan,
modifying the payment, or increasing the length of your loan to
account for the missed payments.

Once a mortgage is placed in forbearance, the loan payments will
be temporarily suspended, but this does not mean the loan is
forgiven or removed. The good news is that while the mortgage is
in forbearance, late fees will not apply. Interest will continue
to accrue on the mortgage during forbearance, however.

The following information can help you determine if you qualify
for mortgage payment forbearance:

Eligibility: Eligible homeowners include those who have
(1) experienced a COVID-19 hardship, such as a loss of a
job, reduction of income, or sickness, and (2) have a
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federally  owned  or  backed  mortgage.  Federally  backed
mortgages may include those backed by the U.S. Department
of  Housing  and  Urban  Development,  Federal  Housing
Administration, U.S. Department of Veterans Affairs, U.S.
Department of Agriculture, Fannie Mae, or Freddie Mac.

The  Consumer  Financial  Protection  Bureau
has tools to help you look up which organization
owns  your  mortgage.  You  can  also  contact  your
mortgage lender to confirm which organization owns
your mortgage.

Duration of relief: Payment relief is available for 180
days. In addition, you can apply for an extension for
another 180 days.
How to access relief: Reach out to your loan servicer to
discuss solutions available.

Some  states  have  provided  temporary  relief  from  certain
foreclosures  or  evictions  as  well.  Many  companies  are  also
providing a range of mortgage relief options as needed. For
mortgages not backed by the federal government, contact your
mortgage servicer to see how it can help.
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