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Happy July! Well, we made it past the midpoint of 2020. What
a crazy 6 months it’s been. After a bullish 2019, we began the
year in great shape and looked forward to continuing the same
momentum. But, as we all know now, that was not to be. Early
in the year we began hearing troubling news stories of a
pneumonia-like illness sickening thousands in China and by the
end of March there were more than 80,000 confirmed cases in
the US and more than 1000 deaths. States started ‘shelter-inplace’ orders, businesses and schools were shut down, and the
market plummeted. Phrases such as the ‘new normal’ and
‘social distancing’ became part of our everyday language. Toilet paper became a hot commodity. No one would have imagined these
events coming on the heels of 2019’s strong finish.
So, what’s to come? Read Raymond James’ Chief Economist Scott J. Brown’s article for his perspective on the future and our recover.

Economy Experiencing a Strong Initial Rebound; What Follows?
Scott J. Brown, PhD, Chief Economist, Raymond James

June 30, 2020
The initial economic rebound seen in recent weeks won’t bring us back to pre-pandemic levels, explains Chief Economist Scott
Brown. “A full recovery will take time.”
Efforts to contain the spread of SARS-Cov2, the strain of coronavirus that causes COVID-19, led to an unprecedented decline in
U.S. economic activity this spring. As states have relaxed social distancing guidelines, growth has picked up sharply, also on an
unprecedented scale. However, the initial rebound will leave us far short of where we started the year, and there’s a lot of
uncertainty about the virus and the future availability of a vaccine or effective treatment against it. A full recovery will take
time.
Social distancing had a major impact on several sectors of the economy, notably air travel, hotels, restaurants, retail, spectator
events, and healthcare – anything where one would come into close contact with other people. Job losses in these sectors
have been massive. The leisure and hospitality sector lost half of its jobs between February and April. A key concern was
whether that economic weakness would snowball – that the corresponding loss of wage income would lead to further
reductions in consumer spending. That spending is someone else’s income. However, second-round effects have appeared to
be relatively limited thanks to government aid.
Fiscal stimulus shores up the system
Federal support has played a key role in countering the economic effects of the pandemic. Increased spending on healthcare
was critical in treating the infected. “Recovery rebate” checks and expanded unemployment insurance benefits helped to
shore up household income. Lending to small businesses kept many firms operating. Federal aid to the states offset strains in
state and local government budgets.
The fiscal support was as unprecedented as the downturn itself. More will likely be needed. Extended unemployment benefits
are set to run out at the end of July. State and local budget strains will worsen amid falling revenues and recession-related
spending increases. The first three phases amounted to nearly $3 trillion, over 14% of gross domestic product (GDP). Bear in
mind that the deficit was running at over $1 trillion per year prior to the pandemic, with the economy near full employment.
Continued on page 3
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FEDERAL FUNDS RATE
Have you ever wondered how banks set their interest rates
and why they fluctuate? This is due to the Funds Rate.
Banks are required by law to keep a certain level of cash at
their branch to ensure their customers can take withdrawals
from their accounts. Some banks keep excess cash in
reserve. When another bank’s reserve does not meet the
legal requirement, it borrows from a bank with excess cash. The funds rate is the interest rate
charged to the bank for the loan. The Federal Reserve is in charge of setting the funds rate which is
considered the most influential rate and what banks, in turn, charge their best customers.

To Supplement or Not to Supplement
Q: Why do I need supplemental insurance if I’m on Medicare?

David Korody
Healthcare Professional, LFP
Branch Associate, RJFS

A: Like many private health insurance policies, Medicare does not cover
every expense. With original Medicare alone you can expect to pay out of
pocket for expenses such as copays and deductibles. Since there is no cap on
out-of-pocket expenses, just one major health crisis could be financially
devastating. Therefore, many Medicare recipients choose to purchase a
Medicare supplemental policy, or Medigap plan, to cover medical expenses
they normally would have to pay out of pocket for. These policies are sold by
private insurance companies and there are 10 standard plans to choose from.
Which one is right for you depends on a number of factors; it’s important

to examine and understand what expenses are covered under each plan and to add the cost of the
Medigap coverage into your monthly healthcare budget. But you don’t have to go it alone. My job as a
healthcare professional is to provide you with the Medicare options available to you, including
supplemental coverage, and to assist you in selecting a plan that’s most appropriate for your particular
situation. Why not give me a call to chat about your Medicare coverage? There is never any charge for
my services and consultations can be done remotely.
Call me for a no-fee consultation today at (585) 241-5250 or email me at David@legacyfp.com.

NOT SURE WHERE TO FIND LFP ONLINE?
Website: https://www.legacyfp.com/
Facebook: https://www.facebook.com/RetireLegacy/

YouTube: https://www.youtube.com/channel/UClD6dtTxBXMDZ2O1qC-9L_Q
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Continued from page 1

The Federal Reserve’s (Fed) response to the pandemic was quick and forceful. The Fed cut short-term interest rates to
effectively zero in early March and restarted asset purchases (quantitative easing). It relaunched liquidity and lending
facilities that it had employed during the financial crisis and created some new ones. The size of the Fed’s balance sheet
rose from around $4.2 trillion in late February to $7.1 trillion at the end of June.
Budget deficits and inflation
Many investors are concerned about the government’s ability to repay the additional borrowing. However, the government
is nothing like a household. The government only has to make interest payments and be able to roll over maturing debt.
That’s not a problem currently. Interest rates are low and are expected to remain so over the long term. While the federal
government has been borrowing more in the near term, the Fed has increased its holdings of Treasury securities. Private
savings have increased and the demand for safe assets is strong.

Still, the federal budget was on an unsustainable path before the pandemic. Federal debt was rising as a percent of GDP. At
some point, beyond the pandemic, lawmakers will have to work to bring the deficit in line. That doesn’t mean balancing the
budget. Rather, we should try to have the national debt stable or falling as a percent of GDP over time. Lower deficits will
require higher taxes, cuts to entitlement and other spending programs, or some combination. However, there is no rush.
The bigger dangers are not doing enough to back up the economy in the near term and ending support too soon. Budget
austerity may have broad political support, but it would make the recovery weaker.
Some investors worry that the Fed’s efforts will fuel higher inflation. This is the same concern that was expressed during the
financial crisis. Inflation is a monetary phenomenon. Yet, the relationships between growth, inflation, and the money supply
broke down in the early 1990s. For the most part, the Fed views inflation as driven by inflation expectations and pressures
in resource markets – capital, labor, and raw materials. Following the great inflation of the 1970s and early 1980s, the Fed
spent decades establishing its credibility as an inflation fighter and was perhaps a little too successful in keeping inflation
low. It has struggled to achieve its 2% inflation goal over the last several years. Importantly, the Fed and other central banks
around the world have not abandoned their inflation goals. There is no conspiracy to monetize the debt.
The pandemic has shifted from a supply shock to a demand shock. There is excess productive capacity globally. While there
may be some bottleneck inflation pressures as economies around the world begin to recover and supply chains are
adjusted, significant inflation pressures in capital and raw materials are unlikely. In the U.S., the labor market is the widest
channel for inflation. Labor cost pressures are expected to be mixed, but generally moderate. In the near term, high
unemployment should keep wage increases in check, although job losses have been highest at the low end where there
wasn’t much pressure to begin with.
Recession and recovery
The recession began in February and may have ended in April or May. That would be the shortest downturn on record. That
doesn’t mean that the economy has recovered; it simply means that the economy began growing again. As the downturn
was unprecedentedly large and swift, the initial rebound will be exceptionally strong and investors have eagerly embraced
that view. Economists expect that third quarter GDP growth will be the strongest ever recorded, led by a sharp rebound in
consumer spending. With the ability to spend limited in the downturn, savings improved, and that should fuel spending in
the near term. However, the initial rebound will leave the level of GDP far below where it was at the end of 2019.
Looking ahead, the pace of recovery will depend on the virus and efforts to contain it, but it will likely be several quarters
before GDP returns to its pre-pandemic level. It will take the economy even longer for GDP to get back to its previous trend.
Absent a vaccine or effective treatment, the sectors affected most by social distancing can be expected to recover gradually.
We could have some luck with the development of a vaccine, but risks to the outlook into next year appear predominately
to the downside.
One fear is that reopening the economy too soon raises the risk of a second wave of infections and a more prolonged period
of social distancing. More likely, the U.S. has implicitly settled on a trade-off between economic activity and a moderate
pace of new infections and deaths.
Severe recessions usually leave long-lasting impacts on economic activity. Consumer behavior and global trade are unlikely
to return to previous patterns. While the recent improvement in the economy is welcome, there will be significant longterm damage in some sectors. As Fed Chair Powell noted, the coronavirus has taken a human and economic toll and “the
burden has fallen most heavily on those least able to bear it.”
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How to Apply for Social Security
1. Online at www.socialsecurity.gov*
2. By phone at 800-772-1213
3. In person at a local Social Security office. Addresses and
hours can be found at www.ssa.gov.
*You cannot apply for survivor benefits via the website.

Be prepared!
Have the following information and documents on hand when applying:
















Social Security Number
Name at birth
Date and place of birth
Citizenship status
The beginning and ending dates of each period of active-duty service, if service occurred before 1968
Whether you receive or expect to receive a pension or annuity based on employment with the federal
government or one of its state or local subdivisions
Current martial status and spouse’s name, date of birth and Social Security number
The names, dates of birth, and Social Security numbers (if known) of any former spouses
The dates and places of each marriage and, for marriages hat have ended, how and when they ended
Names of any unmarried children under age 18
RThe name and address of each employer for the last 2 years
Information about self-employment
Estimated earnings for last year and this year (and next year, if application is made between Sept and Dec)
If you are within 3 months of turning 65, whether you want to enroll in Medicare B
Bank account numbers for direct deposit

The Doctor is In!
Your doctor’s office calls and says it’s time for your annual checkup. Most of us wouldn’t think twice about scheduling the
appointment, even though we feel fine. It’s reassuring knowing a
professional is reviewing your physical health and condition. The
same can be said of your finances. A financial check-up helps
ensure you’re still on track to meet your financial goals. Don’t put
off this opportunity to meet with your financial professional! If
you haven’t met with either Tammy, Brian or Rob recently, it’s
time to give the office a call to schedule your review. Although
we are not seeing clients in the office, we are scheduling reviews

via Zoom meetings or by phone. Call (585) 241-5250 to meet with
Tammy or Brian or (813) 949-3800 to meet with Rob.
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At Legacy Financial Planning, it’s our firm belief that
financial education is key to a successful retirement.
Understand money, realize freedom. Our new initiative,
‘The Smarter Retirement,’ is an opportunity for our clients
and the community to learn, in practical ways, all things
related to money. Through this initiative, our advisors will
be presenting an array of topics using a variety of
mediums including webinars, a soon-to-be-released
podcast, ‘Money Minutes’ on our YouTube channel, topical
and relevant Facebook posts, as well as continuing to
upload information on our website’s Resource section and
sending out our monthly newsletter, The Legacy Ledger. We hope you’ll take
advantage of these great opportunities to expand your knowledge of personal finance
and then share them with your friends. Is there something you’d like to know more
about or think might be an interesting topic for us to explore? Email Martha at
Martha@legacyfp.com. We want to hear from you!

LONG TERM CARE
Webinar Series offered
Tuesday, August 11th at 11:00 AM
•

Defining Long Term Care

Tuesday, August 18th at 11:00 AM
•

Partnership vs. Non-Partnership

Tuesday, August 25th at 11:00 AM
•

Asset Based vs. Traditional LTC

REGISTER AT https://www.legacyfp.com/

How The Markets Will React To
The 2020 Election
Simon Moore, Forbes.com
July 18, 2020

With the barrage of news on other topics, it’s just about
possible to forget there’s an U.S. election just a few
months away. There have been a surprising number of
studies on what elections mean for the markets. So
here’s what we could expect this November.
Tax Policies Matter More Than Others
While Trump and Biden have a host of policies,
analysis of the 2016 election showed that the markets focused primarily on tax policy. Researchers
analyzed which stocks moved and to what degree around the 2016 election. They found taxes were a key
driver. This makes sense, of course, it’s the primary policy that is within control of lawmakers and directly
impacts corporate valuation. This is because lower taxes increase earnings, upping stock valuations. Other
policies will impact specific sectors, of course, such as energy and healthcare, but tax policy tends to carry
the broadest market impact if 2016 is any guide.
The Presidential Cycle Matters Too
Aside from who is president, there has been shown to be a more general presidential cycle in the markets
too. The markets have been seen to move based on where a president is in their term. This theory suggests
that the market tends to do worse in the first 2 years of the first two years of a presidential 4-year electoral
term and better in the second 2 years. This may be because presidents enact policies to juice the economy
before reelection. For example, the current White House enthusiasm for stimulus checks could be one
example here across presidential terms. Of course, this is just one factor impacting markets and not
consistently reliable, yet it could imply a weaker market outlook for 2021 and 2022 regardless of who’s in
power.
Higher Risk, For A While
The uncertainty of an election can also imply higher risk in certain stock prices, especially those with
greater impact to electoral outcomes. This can cause greater volatility in the weeks prior to election day,
though, interestingly, the markets can run up in the days immediately prior to an election, even before the
outcome is known. It’s unclear if this is due to the election itself or more a manifestation of the turn of the
month effect, where the first few days of each month tend to enjoy superior stock returns.
Not Just About The President
However, elections may be a topic that has attracted almost too much attention from stock market
researchers. For example Research Affiliates have suggested that the actual party in power is not too
important in driving the direction of the stock market despite various historical studies to the contrary.
Furthermore, the presidential election garners the most attention but control of the House and Congress
matter a great deal too. So it is likely that we will see elevated volatility this November, but the election
will be one of many factors driving stock returns.
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