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So, What’s Up with the Stock Market?
Chris Cassidy, MBA & Ben Ferris, CFA
Portfolio Managers
When talking with clients about their investment
portfolios we are constantly asked the same question.

“Why, at a time of tremendous
uncertainty and suffering, are stock
markets hitting all-time highs?”
This is a fair question. After all, the national unemployment
rate is over 10%, there have been over 850,000 deaths
worldwide as a result of COVID-19, and every time we read
the news, we see stories of social, racial and political unrest.
The simple answer to this
question is that recently there
have been more buyers than
sellers of many stocks. After all,
stock markets, like most markets,
are driven by supply and demand, and if demand for
equities exceeds supply, then prices increase. Knowing the
rationale behind why there are so many buyers of equities
is not easy, but there are several logical explanations.

First and foremost, there has been a tremendous
amount of both fiscal and monetary stimulus, in the
United States and Worldwide, from Governments and

Central Banks. Beginning in March, the Federal Reserve
began an aggressive monetary easing policy that included an
emergency 1.5% rate cut to near zero, a commercial paper
purchase program, and the placement of a facility to provide
credit to keep money markets functioning properly.
Additionally, the Fed committed to purchasing certain
municipal debt, Treasury debt, and to make loans to small
businesses. After all of the newly printed money and debt
purchases, the Fed’s balance sheet increased by $2.5 trillion
to $6.9 trillion. Similarly, other major central banks around
the world implemented monetary easing policies. The
combined balance sheets of the Fed, the European Central
Bank, the Bank of Japan, and the Peoples Bank of China
increased by over $6 trillion in the span of a few months.
The US Government
also stepped in to provide
support to the struggling
economy. The largest aid
was the passing of The
CARES Act on March
25. The Act created an approximately $2 trillion stimulus
package, the largest in US history coming in at around
10% of GDP. The Act has a long list of programs reaching
different recipients, ranging from individuals ($605 billion)

and large corporations ($500 billion) to small businesses
($375 billion) and state/local governments ($340 billion).

Second, when people talk about the “market” hitting
all-time highs, they are often referring to the S&P 500.
The S&P 500, like most indices, is a market capitalization
weighted index, which means that the bigger companies
account for a larger percentage of the price movement of
the index. Currently, just five of the 500 companies in the
index, Apple, Microsoft, Amazon, Facebook and Alphabet,

recession as countries struggled with the fallout from the
Financial Crisis. However, the S&P 500 actually gained
over 25% in calendar year 2009 as investors focused on
positive signs for the future. Currently, many investors have
been optimistic about re-openings, vaccine potential and
continued government support.
This investor optimism is reflected in the current valuation
of the S&P 500. The chart below shows the Shiller Priceto-Earnings ratio, a measure of the price of the S&P 500
relative to the inflation-adjusted average earnings of all 500
companies in the S&P 500 over the last ten years. Generally
speaking, the higher the figure, the more expensive that
stocks are, all things equal. As it stands today, the Shiller
P/E ratio is in the 95th percentile of historical valuation at
just over 30 times inflation-adjusted average earnings.

represent approximately 25% of the index. Since all five of
these companies have performed extremely well this year,
it has driven the index to all-time highs, even though many
companies in the S&P 500 have struggled. For instance,
the S&P 500 index is up a little more than 9% at the time
of this writing, but an equal-weighted benchmark, where
every company in the S&P 500 makes up 0.2% of the index,
is down nearly 4% year-to-date.

Third , we are coming off of a
corporate earnings season that was
better than expected. According to
FactSet, in the second quarter, 84%
of S&P 500 companies reported
earnings per share that beat expectations. This marked
the highest percentage of companies reporting better than
expected earnings for a quarter since the third quarter of
2008, when FactSet first began tracking the data. In other
words, corporate earnings haven’t been as bad as many
analysts expected, and when companies post better than
expected numbers their share prices often increase.

Fourth, equity markets tend to be forward-looking in
nature. For example, 2009 marked a terrible global

Whileinobody knows for sure what direction financial
markets will move for the remainder of the year, we will
continue to invest prudently for long-term returns.

During this difficult time we welcome client
contact and are always happy to answer any
questions that you may have about financial
markets or your investment portfolio.
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hat do Richard Hatch and Kelly Clarkson have

investment at its Initial Public Offering Price on March

in common? They were reality TV winners on

3, 1986 would be worth over $3,000,000 on September

the first season of Survivor (2000) and American Idol

1, 2020. It’s tempting to think about how going all in on

(2002), respectively. Although I didn’t watch either

Microsoft would have turned out, forgetting the other

show, both names are easy for me to recall close to 20

often-featured stocks on the show. Companies such as

years later. Maybe you can guess what B.B. Andersen and

Wang Laboratories, Prime Computer, Silicon Graphics,

A.J. Gil have in common? They were both one of many

and Sun Microsystems were leaders with a lot going for

eliminated from season 1 of those same shows... forgotten

them in the growing industry of technology, but they were

by all but Wikipedia.

not survivors and we see them no more.

“Survivorship bias” is a tendency to focus on contenders
that made it and not factor in all those that did not. It
might lead someone to believe that old cars last longer
because the only old cars we see are the ones that are still
running. It can also lead investors to believe that most
stocks are winners, because the winners have survived and
are in front of us every day. Meanwhile, the losers are out
of sight, out of mind. Survivorship bias can further lead

Almost 60% of technology companies in the
Russell 3000* fell by more than 70% since
their peak and did not recover, according to
a study by JP Morgan over the time period
from 1980 to 2014.
*The Russell 3000 Index seeks to track the largest
3,000 U.S. traded stocks.

investors to believe that winners will continue to win.
In that same 35-year period, 320 of S&P 500 stocks
My grandfather worked for New York Telephone and he

were removed for business distress. These are surprising

gave me a few shares of AT&T shortly before it was broken

statistics that we need to remember when we’re tempted

up in 1984. I would check the prices of my Baby Bells

to concentrate our money in one stock, or even a few.

in the newspaper as a teenager, but TV was my research

I’m focusing on technology stocks because that is where

tool of choice. So, I often watched the Nightly Business

the seemingly too-big-to-fail titans are concentrated

Report on PBS where at the end of every show, anchor

these days. Ben Ferris mentioned 5 of these companies

Paul Kangas would wish us the “best of good buys.” One

in our January newsletter. I’ll pick the one (Apple)

stock I remember seeing often was Microsoft. A $1,000

that’s the biggest, to discuss further.

Not from Concentrate

At Trust Company of Vermont, risk matters, and every
single company has a variety of risks. In annual 10K

This is a wonderful time of

filings, companies list risks such as regulatory, changing

year in Vermont to enjoy the

consumer tastes, disruptive technologies, etc.

crisp Autumn air, picking even
crisper Apples. I’ve noticed that

Donald Rumsfeld, Secretary of Defense during 9/11,

several Orchard owners have

would have called these the known knowns (things

done a great job diversifying

we know that we know). He also mentioned known

their businesses. They’ve added

unknowns, (things we know we don’t know), and

other treats, such as blueberries, peaches, pumpkins,

unknown unknowns (things we don’t know that we

Christmas trees, hayrides, and my personal favorite, cider

don’t know). Wang

donuts. The apple market tumbled in the late 90s with low

Laboratories

apple prices, and many New England orchards went out of

realizing what the

business. This hard time spurred diversification.

personal

not

computer

would do to their
Many investors would not make good orchard owners.

word

“Don’t sell my Apple,” they say. It’s easy to see why,

business would be

Apple’s got the sauce. $273 billion of high margin

an example of an

revenue led to over $58 billion of profit in the past

unknown unknown.

year. If you look at your local high school, you’ll see

History is littered with companies who’ve been tripped up

this profit is stickier than

by the unknown unknowns. Remember the titans of the

a caramel apple. Air pods

past who’ve joined B.B. Andersen & Sun Microsystems in

are the new Air Jordans.

getting kicked off the island: Nokia, Motorola, Research

FaceTime, iMessage and

in Motion with their Blackberry, and Palm Inc., whose

iWatch are just a few

Palm Pilot won out over the iPhone’s older brother, the

of many features that keep people stuck to Apple.

processor

Apple Newton.

Most people with an iPhone know this is a moneymaker, especially now that carriers like AT&T are no

I’m not telling you to sell all your Apples, just don’t put

longer subsidizing the phones. The value of Apple’s

them all in the same basket. If Apple, or any single stock,

stock reflects its dominance. At $2.3 trillion, Apple

grows to be so much of your portfolio that a complete

recently made up 7.5% of the S&P 500. This is a larger

or substantial loss would have a major effect on you, it

weighting than the entire Consumer Staples sector at

would be a good time to consider blueberries, peaches and

6.9%, with about 35 companies that made and sold the

donuts.

products you stocked up on earlier this year. Think
Coke, Clorox, Hershey, and toilet paper.

www.tcvermont.com

My tenure on Wall Street was very short, before moving

Long-Term Investing and the Mantra

to Vermont. For me, the change was significant. I went
from flatland to a state with 67 mountains and peaks

Probably my most used mantra is “Don’t use your cost

and lived in a small town. Knowing your neighbors had

basis as the only reason for holding a stock that made

little, if any, effect on your investment choices on Wall

sense 40 years ago, but not today”, often accompanied

Street. Working in an employee-owned trust company

by an image; an image that reminds me of a mountain

designed to stay in Vermont is different. At the Trust

peak. Over the years I suspect that I have more than

Company of Vermont, our goal is to find the right

67 mantra images. Here is one from the past.

investments best suited for long-term performance
for our clients: our home town neighbors, whether we
know them personally or not. It is our primary focus.
Our income ebbs and flows with the market. Most of
our clients’ assets ebb and flow with the market as well.
For our seasoned staff, looking long term remains the
focus, but uncertain
times will resonate
at different levels for
both our staff and

Polaroid was one of the most successful

clients. Having been

and creative

through

above created a lasting impression of

uncertain

times in the past, I have noticed the ebb and flow of my

companies. The chart

descending from the peak.

thoughts: my mantras, my stories and bad karma that
emerges and might dovetail with the market. Some

The peak is often our concern when we focus on

of these thoughts simply float to the surface, often

investing long term. If we think the peak is near,

accompanied by images. I try to suppress them, but it

reducing the number of shares may have a profound

is not easy. They are emerging more frequently of late.

impact long term, regardless of the tax consequences.

Short-Term Investing and the Story

Creativity in the securities market is important,
but long-term home town values should be part of

Balanced portfolios need creativity by buying shares

the process. Creative new ventures should be both

in new companies. One of my many stories keeps

understandable and add, rather than subtract, services

showing up of late. It is an old story, rarely told. I

or products for others. If the goal is simply to make

believe it occurred sometime in the mid-eighties

profit at the expense of others, including our global

when I was asked to

neighbors, I suspect that the chart will flounder well

attend a meeting of

before a peak. And, bad karma may also appear.

prospective investors
to listen to a proposal

Bad Karma

from a representative
of an out-of- state company. He was encouraging

An investor in another Vermont town installed the

our investment in an LLC designed to purchase

pre-fabricated private storage units. One day, a person

undeveloped land in various parts of the country

rented two units and paid six months’ rent. After

that would increase significantly in value at the end

six months, the person who rented the units simply

of ten years.

disappeared. The owner
finally went into the units

During the start of the ten-year period, the LLC would

and

install pre-fabricated private storage units on the

waste.

discovered

toxic

property, with access by credit card, and their strategy
was to drive out “Mom and Pop” competitors by keeping

Meeting Our Neighbors

the monthly rental below the market until all their
competitors would fold. Then they would increase the
rents on a monthly basis, allowing for a positive cash
flow until the property was sold

Shortly after I arrived in town, I met the founders of
Fitts and Olson, a prominent law firm in Brattleboro
founded in the 1950s. Paul Olson was one of the

to developers who would remove

foremost estate planning and tax attorneys in

the storage units for greater

Vermont.

profitability in land development.
Over the years, their business seemed to stay the
same. From my perspective, their motto was “do a

Sitting in the audience, I pondered. What about my

good job understanding changing estate and tax

neighbors who use their barns for storage and extra

laws and don’t leave town.” But

income? Are they in the audience? If I embraced
the concept, I would not be a good neighbor. I am
not sure whether I would have survived, perhaps for
more than one reason. The President of the Vermont

times do change, and we are the
beneficiary of one of their welltrained estate planning lawyers.
We are pleased to announce
that Jennifer Rowe, Esq. has

National Bank, where I was employed, rented storage

joined us. She was previously employed by Fitts, Olson

in his barn adjacent to his

& Giddings, P.L.C., and has extensive estate planning

homestead on Western Avenue

and tax experience.

in Brattleboro, Vermont.

New IRA Rules Change the Tax-Deferral Game
By Christopher Chapman, Jennifer Rowe & Jeanne Gilbert

W

ho knew, back in 1974, when Congress created

of retirement vehicle to another has been liberalized. As a

the Individual Retirement Account, that it

result, accumulations nationwide are closing in on the $10

would become so popular that the tax-deferred account

trillion mark, not including rights to employer pensions.

would eventually become a very significant part – and in
some cases the largest part – of a household’s accumulated

The Required Minimum Distribution

wealth?
There has been a piper to pay for
For many, accumulations in these accounts pose

the tax deferral, however. As most

significant estate planning challenges, especially for

people know, once they reach their

those who wish to have benefits for descendants held in

70s, account holders must start to

trust. New rules set down in last year’s SECURE Act

take out their accumulations for retirement. Every year,

introduced some intricacies with major estate-planning

they must take certain amounts called required minimum

implications for both existing and new trust plans.

distributions (or RMDs for short) that are based on their
life expectancies. These withdrawals are fully taxable.

To understand those challenges, it will help to review –
very briefly – how and why the IRA came into existence.

The rules created by Congress permit account owners

Legislators knew fifty years ago that Social Security

to name a beneficiary to receive the account when the

benefits

be

owner dies – and the RMD is calculated so that there

adequate for many people’s

will be about 10 years’ worth of distributions left if an

retirements.

the

account owner dies at life expectancy. As any married

siren song of tax incentives,

IRA holder knows, IRA rules respect the institution

Congress sought to motivate

of marriage, allowing special treatment of spouse

people to save more for retirement, beginning with the

beneficiaries. A surviving spouse can take his or her

IRA. People were initially allowed to put aside up to

inherited share as his or her own and defer taxes until

$1,500 a year, with the lure of long-term tax deferral

attaining an age in the 70s.

would

not

Using

on the income and any capital gains as well. Not long
afterward, the contributions themselves were made tax-

However, many who have saved for long periods have

deductible.

accumulated enough not only to benefit a surviving
spouse, but to pass on significant amounts to the next

Gradually, more kinds of retirement savings accounts

generation. Until this year, all account holders’ non-

have come into being, contribution ceilings have been

spouse beneficiaries could also stretch out the tax

raised, and people’s ability to move money from one kind

deferral of their IRA inheritances by taking their shares

of a decedent’s IRA and creating what is called an

and those who are chronically ill are treated somewhat

Inherited IRA, which permits continued tax deferral

similarly. So are non-spouse beneficiaries who are less

and requires RMDs that begin immediately. Until

than ten years younger than the IRA holder, and so are

Congress passed the SECURE Act late last year, those

the account owner’s minor children – but only until

distributions could be spread over the rest of the initial

they reach the age of majority.

inheriting beneficiary’s life.

Plan Carefully
A Major Change to RMD Rules
It is a valuable new right
Seeking to draw in more revenue for the national budget,

to be able to wait ten years

Congress acted to accelerate some taxation of IRAs.

before having to withdraw

Lawmakers did so by tightening up the life-expectancy

anything from an Inherited

rules. At the same time, the legislators provided a slice of

IRA. However, in the case of

relief. Now, IRA account holders can wait until age 72 to

substantial inherited IRAs, waiting ten years and taking

begin taking RMDs. Also, they can continue to contribute

the whole amount under the ten-year rule can result in a

for as long as they earn income.

very significant tax bite. In our progressive tax-rate system,
it can mean paying income taxes at an unexpectedly high

The biggest change to estate

rate, in a higher tax bracket. Non-spouse beneficiaries

planning

considerations,

whose IRA inheritances fall under the ten-year rule should

however, was in reducing the

therefore consult with their tax preparers and financial

length of time an Inherited

advisors and consider a program of gradual withdrawals

IR A created after January 1

over time.

of this year can last. Known as the “ten-year rule,” the
change came in two parts. For most, there are no more
annual required minimum distributions. Second, a
new Inherited IRA must close and be taxed in full after
ten years. It can no longer last a lifetime. Each of those
legislated features has created a new playing field for
financial and tax planning.

Exceptions to the Ten-Year Rule

The ten-year rule upends any IRA account holders’ earlier
plans to their IRAs on to the next generation with an
expectation of both low tax consequences and an indefinite
stretching out of the tax deferral.
Those who have wanted to protect loved ones’ interests for
life with trust arrangements face the greatest challenges
under the ten-year rule. See the accompanying article for a
discussion of the changed rules for IRAs held in trust.

We should note that there are some significant
exceptions to the ten-year rule: It does not apply to
spouse beneficiaries. They can continue to roll over
their IRA inheritances and be subject to life-expectancy
distribution rules as before, and they can wait until
turning age 72 to take RMDs. People with disabilities

Christopher Chapman is a Certified Trust and
Financial Advisor (CTFA).
Jennifer Rowe is an attorney and estate planner.
Jeanne Gilbert is a Certified IRA Services Professional
(CISP).

Clearing New Hurdles to Using Trusts in Planning for IRA Inheritances
By Jennifer Rowe, Christopher Chapman, and Jeanne Gilbert

The new ten-year rule has
significant implications for trusts
holding IRA assets.

A qualified advisor may suggest a clause
that could shift the tax from the trust
to the beneficiary. In most cases, there
will be significant tax savings, since

Those who have created estate plans

trusts are subject to very compressed

that include a trust-owned Inherited

tax brackets and reach the top rate, currently 37%, at just

IRA should review their plan to see

under $13,000 of income. By comparison, an individual

if amendment is necessary. Under the

doesn’t pay the top rate until he or she has more than

new ten-year rule, trusts can only hold

$500,000 of income.

tax-deferred assets for non-spouse beneficiaries for ten
years.

What about the trust of an individual who can no
longer make amendments to his or her plan – someone,

This creates a new challenge, for example, for someone

for example, who has put together a trust plan that

who wants to create a trust to benefit

is irrevocable in his or her lifetime, or someone who

a child who is not good with money.

has become incapacitated? Under a

The tax deferral on the IRA can only

relatively new trust law (which Vermont

last for ten years after the child turns

enacted in 2009 – the Vermont Trust

18 or graduates from college. A trust created with the

Code) all the parties to a trust can

expectation that lifetime RMDs would apply could

agree to alter the terms of the trust in order to adapt

order the trustee to pay all RMDs immediately to the

to a changed set of circumstances. Where agreement is

beneficiary. Now the beneficiary will receive the entire

difficult, parties to the trust can petition the probate

IRA in ten years’ time, leaving nothing in trust.

court to decree new terms. In each case, the intent of the
person who created the trust must be respected.

Rather than order all RMDs to be paid out, a different
kind of trust could allow the trustee to

It may be difficult for a trust to adapt to the ten-year

pay the income tax on the IRA but still

rule, but there are possibilities. Our aim in this article is

hold the distributions in trust. This

to point out that a person wishing to include a trust in

provision would still be effective, but

the treatment of IRA assets needs to make it a priority to

now the trust must pay the tax on the

consult with his or her estate-planning

account within ten years, at the trust’s tax rate, which

attorney. IRA account holders should

is most likely higher than the individual’s rate. This is

be alert to the issues we have discussed

the SECURE Act’s new price to be paid for continued

here and seek good advice.

control over the IRA assets.

Cybercrime & Covid
TCV Technology Committee

•
•
•
•
•
•

Contribute to your local Covid relief!
Click here for status of your
unemployment claim!
Paycheck protection notification for you,
please verify!
New Covid test available!
Important local Covid information!
School assignment for Suzy!

These are days of more stress, uncertainty, or boredom
from staying at home more than usual. When receiving
messages like those above, it is all too easy to click first
and regret later. With more people working from home
and many children home-schooling, cybercriminals have
ample targets for their schemes. The FBI reports cybercrime
has more than quadrupled during the pandemic.
So it’s a good time to check your home security basics:
Your biggest weapon against cybercriminals is you!
Develop careful clicking - pause before you click or
download a file; hover your cursor on the link in question
and see where the link is really going. Anything that looks
odd or unexpected - beware.
Monitor children’s online activity via any parental
controls available from your internet provider.
Have a complex password on your home router.
Set the encryption at WP2 or WPA3. If that is
not available, consider upgrading your router or
checking with your internet service provider to verify you
have a current model.

Use complex, unique passwords, mnemonics,
passphrases, or a password manager.
Keep software up-to-date and patched and have
anti-virus protection installed.
Make sure your mobile devices such as laptops,
tablets and smartphones have a screen lock and
remote wipe capabilities enabled. Encrypt laptops.
Dispose of sensitive personal or work information
via shredding.
When you do get out of the house, be cautious of
“Free Wifi”. These networks are anything but free
in that they are easy for cybercriminals to hack. Consider a
VPN app for your phone - here at TCV we use EncryptMe
- or make use of your cell phone’s personal hotspot.

®

If using popular video-conferencing programs,
such as Zoom , require a meeting password, or
require the meeting host to admit new participants.

®

“Cybercriminals are developing and boosting
their attacks at an alarming pace, exploiting
the fear and uncertainty caused by the
unstable social and economic situation created
by COVID-19.”
Jürgen Stock, INTERPOL Secretary General

Angela Bowman

802.231.2765

Ashley Neary

802.231.3459

All of us at TCV hope you and your family
are doing well during this pandemic. We
miss seeing you in person, but in the interests
of everyone’s health and safety, we continue
to take care, and prefer phone and video
conferences for now.

Ben Ferris

802.332.6737

Bobi Flynn

802.231.2768

Bonnie McLellan

802.230.4662

Chris Cassidy

802.227.0049

Chris Chapman

802.231.2766

Many of our staff continue to work at home
and are easily reached by our direct phone
lines (noted at right), secure email or videoconferencing. We also have electronic signature
options.

Christine Diekel

802.230.4019

Cynthia McGregor

802.227.0068

David DeBellis

802.227.0053

Deb Brown

802.230.4132

George von Trapp

802.227.0726

Our video-conferencing system is easy to
use and fully secure, allowing meetings with
clients and families in many locations.

Jack Davidson

802.231.2767

Jane Waysville

802.231.2788

Jeanne Gilbert

802.230.4460

Jenny Rowe

802.332.4055

Jessica Granger

802.768.1084

Jill Ravey Dolan

802.227.0724

Judy Joly

802.231.2787

Kasey Franzoni

802.332.6736

Kurt Merrill

802.231.2784

Lisa Edwards

802.231.2782

Lynette Chase

802.231.2789

Although our offices remain closed to the
public, brief contact is possible for dropping
items off and, in the event of an urgent need,
an in-person meeting can be arranged for up
to two people. We are complying with the
best practices and guidelines from the State of
Vermont for in-person contact regarding masks
and social distancing.

Michelle Paracka

802.227.0163

Nanette Stevens

802.227.0725

Paul Copeland

802.332.6840

Penny Cauble

802.227.0421

Sharry Rutken

802.230.4223

Steve Singiser

802.230.4663

Susan Fowler

802.230.4664

Thank You

Tanner Freeman

802.227.0162

Todd Gray

802.231.2781

To Our Clients:

Brattleboro Office

Rutland Office

86 Linden Street

23 Court Street

Brattleboro, VT 05301

Rutland, VT 05701

802.254.9400

802.776.9400

Burlington Office

Manchester Office

286 College Street

5245 Main Street

Burlington, VT 05401

Manchester Center, VT 05255

802.846.9860

802.367.1200

www.tcvermont.com
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