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Wealth Advisory Overview 

Investing Through Election Cycles 

With the presidential debate in the rearview adding little clarity to either candidate’s 

policies, the election still remains a source of investor skepticism and concern regardless 

of your political preference. Additionally, the COVID overlay and increased reliance on 

mail-in ballots could make the election close but more crucially, inconclusive for an 

uncomfortable period of time. The biggest risk we see is that there is a delay in 

determining the president and this uncertainty makes the market skittish into the end of 

the year. Understandably, these are unique circumstances and unprecedented times, but 

as our forthcoming analysis will support, a presidential election has come and gone and 

the market remained steady over the long-term. 

Given the heated emotions and polarization surrounding this election, an objective 

assessment of predominant financial market conditions and concurrent economic 

environs that have historically been informative and functional developing a framework 

for extrapolating the respective probabilities of potential outcomes and results during 

prior U.S. presidential elections cycles seems the best course of action and necessary 

prior to making any concrete portfolio adjustments based on potential election 

outcomes. The framework is based primarily on analyses of contemporaneous economic 

and financial market data in the relevant calendar year (“CY”) intervals and cyclical 

phases/stages constituting the four-year periodicity of U.S. presidential election cycles. 

In the end, this newsletter attempts to highlight how, despite the collective fears and 

apprehensions characteristic of prior U.S. presidential election 

October 2020 INSIGHTS 

When it comes to determining your financial future, one of the fundamental drivers of 

success is the mix of types of accounts. Asset "location" may be just as important of a 

consideration as asset allocation. When setting aside funds for long-term goals such as 

retirement, tax-deferred accounts are an incredibly valuable device for effective and tax 

efficient retirement saving. While a lot of investors know that to be a “truth”, many 

people don’t understand exactly why. 

Here are important aspects to understand about tax-deferred saving and investment 

options: 

Tax-Deferral 

An account is tax-deferred if there is no tax due on income earned in the account. The 

ability to defer taxes on an investment can benefit individuals in two ways.  

The primary benefit comes in the form of tax-free growth. As an alternative to paying 

tax on the current returns of an investment, taxes are paid only at a future date, 

allowing the investment to grow without current tax implications. When you pay taxes 

Continued on next page 

Continued on page 7 

Investment Team 

Daniele Donahoe, CFA 
CEO | Chief Investment Officer 

Elliott Van Ness, CFA 
Director of Research | Portfolio Manager 

Abby Williams 
Investment Associate 

Wealth Advisory Team 

Sandy Carlson, CFP®, CPA, CDFA® 
President | Wealth Advisor 

Rebecca Hoover, CFP®, CPA, CDFA® 
Director of Tax | Wealth Advisor 

Lorri Tomlin, FPQPTM 
Wealth Advisor 

Ryan Vaudrin, CFP® 
Wealth Advisor 

Daniel Hudspeth 
Wealth Associate 

Corey Meyer  
Wealth Associate 

Points of Interest 

• Monthly Index Review 

• Stock & Strategy Spotlight 

• Around McShane Partners 

The Importance of Tax-Sensitive Investing 



Page 2 

Investment Overview 

McShane Partners Monthly INSIGHTS 

cycles, financial markets have ultimately proven adept at navigating through episodic uncertainty and prevailing over 

party politics; furthermore, notwithstanding contemporaneous concerns regarding to present-day secular headwinds, 

the U.S. economy has historically been resilient in its ability to stabilize, recover, and return to trend growth rates 

consistent with underlying fundamentals. 

Overview: U.S. Presidential Election Cycles 

Investing Through Election Cycles 

U.S. Presidential Election Cycles 
Definitions & Potential Scenarios 

Calendar Year Interval Definitions Potential Scenarios 

Election Year (“CY1”) Fourth/Final Year of Presidential Term 

November  Election Day 

✓ Outgoing, Non-Incumbent President 

✓ Incumbent President Running for 
Reelection/2nd Term 

Post-Election Year (“CY2”) First Year of Presidential Term 

January  Inauguration Day 

✓ Incoming President Begins 1st Term 

✓ Incumbent President Begins 2nd Term 

Mid-Term Year (“CY3”) Second Year of Presidential Term 

Mid-Term Elections for Congress 

 U.S. House of Representatives = 2-Yr. Term 

 U.S. Senate = 6-Yr. Term 

Composition of Legislative Branch 

✓ Split-Control 

✓ Joint Control 

Pre-Election Year (“CY4”) Third Year of Presidential Term ✓ Political Agenda of Incumbent 
President Reliant/Dependent on 
Composition of Legislative Branch 

The following outline provides an intuitive breakdown of the relevant intervals and cyclical phases/stages of the U.S. 

presidential election cycle, as well as high-level definitions and potential scenarios/outcomes: 

As can be seen in the Summary Statistics provided at the bottom of Table I on the next page, in the ±72 years 

encompassing the prior 18 U.S. presidential election cycles since 1948, U.S. equity market performance has historically 

been strongest during Pre-Election Years (“CY4”) and Post-Election Years (“CY2”), with the S&P 500® Price Index 

averaging annual returns of +16.79% and +6.57%, respectively. 

Interestingly enough, however, Election Years (“CY1”) have historically enjoyed the second-highest incidence or 

frequency of positive annual returns/gains in equities, with ±77.78% of CY1 netting positive annual returns, despite 

generating relatively modest average annual returns of +6.33%. This statistical trend/pattern is largely attributable to 

negative seasonality effects wherein equities have historically suffered/experienced pronounced drawdowns or 

exaggerated sell-offs during the first six months of a given CY1, as intensifying political tensions often translate into 

heightened uncertainty, increased volatility, and rising risk aversion amongst investors. 

The broader equity market is often termed a leading economic indicator (“LEI”) with respect to it’s manifestation and 

Monthly Index Review 
USD Total Return 

Data as of September 30th 2020 
September 

2020 2019 2018 
2020 
YTD 

S&P 500® Index -3.80% +31.49% -4.38% +5.57% 

Dow Jones Industrial Average -2.18% +25.34% -3.48% -0.91% 

NASDAQ Composite -5.10% +36.69% -2.84% +25.33% 

Russell 2000 -3.34% +25.52% -11.01% -8.69% 

MSCI Emerging Markets -1.58% +18.88% -14.24% -0.91% 

MSCI EAFE -2.55% +22.66% -13.36% -6.73% 

Bloomberg Barclays U.S. Aggregate Bond Index -0.05% +8.72% +0.01% +6.79% 

Continued on next page 
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real-time reflection of investors’ expectations for near-term potential economic growth. Regardless of conflicting 

interpretations or analyses of correlation-causation effects, both near-term performance trends in financial 

assets (e.g., U.S. equities) and prevailing economic conditions are immediate concerns and considerations that 

have had a consistent, measurable influence on voters’ decisions and, ultimately, the elections results. 

Economic Recessions & Market Volatility 

According to a special report published by Ned Davis Research, Inc. in late-July 2020, in the ±68 years since the 

U.S. presidential election in 1952, the presidential candidate running as the designated nominee for the 

incumbent political party - including sitting, first-term presidents looking to be reelected for a second term - has 

never won or been reelected when the U.S. economy has been in recession territory on Election Day or 

when there has been a drawdown/correction of -20.0% or more in the Dow Jones Industrial Average (“DJIA”) 

during the Election Year (“CY1”) (Source: Ned Davis Research, Inc.). 

While the relevant sample set of applicable data points is extremely small and statistically insignificant - limited 

to just five U.S. presidential election years (i.e., 1960, 1968, 1976, 2000, and 2008) - certain suppositions and 

informed inferences can be made with respect to the level of influence these issues/subjects/concerns had in 

motivating and informing voters’ decisions on Election Day. Table II on the following page 

Investing Through Election Cycles 

Table I: U.S. Presidential Election Cycle - S&P 500® Price Index Performance 

 % YoY Chg. S&P 500® Price Index  

Election Year CY1 CY2 CY3 CY4 

1948 -0.65% 10.46%  21.68%  16.35%  

1952 11.78%  -6.62% 45.02%  26.40%  

1956 2.62%  -14.31% 38.06%  8.48%  

1960 -2.97% 23.13%  -11.81% 18.89%  

1964 12.97%  9.06%  -13.09% 20.09%  

1968 7.66%  -11.36% -0.07% 10.82%  

1972 15.79%  -17.37% -29.72% 31.55%  

1976 19.15%  -11.50% 1.06%  12.31%  

1980 25.77%  -9.73% 14.76%  17.27%  

1984 1.40%  26.33%  14.62%  2.03%  

1988 12.40%  27.25%  -6.56% 26.31%  

1992 4.46%  7.06%  -1.54% 34.11%  

1996 20.26%  31.01%  26.67%  19.53%  

2000 -10.14% -13.04% -23.37% 26.38%  

2004 8.99%  3.00%  13.62%  3.53%  

2008 -38.49% 23.45%  12.78%  -0.00% 

2012 13.41%  29.60%  11.39%  -0.73% 

2016 9.54%  19.42%  -6.24% 28.88%  

2020 - - - - 

Summary Statistics 

Avg. % Chg. +6.33% +6.99% +5.96% +16.79% 

% Positive % Chg. ±77.78% ±61.11% ±55.56% ±88.89% 

Max % CY Gain +25.77% +31.01% +45.02% +34.11% 

Min. % CY Gain/(Loss) -38.49% -17.37% -29.72% -0.73% 

Source: McShane Partners - FactSet Research Systems 

Continued on next page 
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provides a high-level summary of the aforementioned election years, including the corresponding cyclical state of the 

U.S. economy and equity market trends and performance that may have influenced - directly or indirectly - the 

corresponding outcomes of those elections. 

As can be seen in the performance of the S&P 500® Price Index (“S&P 500®”) over the past 44 years covering 11 prior 

U.S. presidential election cycles included in Chart I on the following page, elevated levels of market volatility, as 

measured by percentage peak-to-trough declines in equity markets through the respective Election Year (“CY1”), have 

historically portended negatively for the incumbent political party’s ability to successfully win the presidential election 

and retain control over the Executive Branch. With respect to the relevant implications of this analysis as they pertain to 

forecasting a range of potential scenarios or outcomes for the upcoming 2020 U.S. presidential election, the following 

information is particularly significant: 

✓ The S&P 500® Price Index (“S&P 500®”) and DJIA both experienced severe peak-to-trough declines of -33.92% 

and -37.09%, respectively, during the first quarter of 2020 (“1Q20”) but have since rallied +50.31% and 

+49.43%, respectively, since hitting near-term cyclical lows on March 23rd 2020. 

 While the S&P 500® has turned positive on a year-to-date (“YTD”) basis for 2020, up +4.09% through the first 

9 months of this CY1, market volatility as a measure or indicator of risk remains elevated vs. year-end 2019. 

✓ After having entered official recession territory in March 2020, leading indicators and other economic data have 

shown ongoing/continued signs of a stabilization, recovery, and, in some instances, reacceleration in economic 

activity over the past several months; that being said, the U.S. economy is still officially in a recession, as real gross 

domestic product (“GDP”) growth rates are still negative on a quarterly and annual basis. 

The next preliminary report on third quarter 2020 (“3Q20”) U.S. real GDP growth is scheduled to be released on 

Thursday, October 29th 2020 - just four days ahead of Election Day (Tuesday, November 3rd 2020) - and coincident 

indicators suggest that the 3Q20 GDP data will most likely show a return to expansionary territory, albeit at a relatively 

Investing Through Election Cycles 

Table II: Incumbent Parties vs. Economic Recessions & Equity Market Performance* 

Election 
Year 

Recession 
Election Day 

Equity Market* 
Correction > -20.0% 

Incumbent 
Party 

Incumbent Party 
Win/Lose 

1960 Yes 
May 1960 - Mar. 1961 

No 
Worst % Decline = -13.40% 

Republican Lose 

1968† No No 
Worst % Decline = -9.31% 

Democrat Lose 

1976‡ No No 
Worst % Decline = -8.37% 

Republican Lose 

2000 No No 
Worst % Decline = -17.20% 

Democrat Lose 

2008 Yes 
Jan. 2008 - Dec. 2008 

Yes 
Worst % Decline = -48.76% 

Republican Lose 

2020 Yes 
Mar. 2020 - Sept. 2020 

Yes 
Worst % Decline = -33.93% 

Republican - 

* Equity market performance reflects performance of S&P 500® Price Index (“S&P 500®”) from calendar year peak-to-trough 

† President Johnson eligible to run for reelection in 1968 after assuming Presidency in President Kennedy’s third year; 1965-1968 treated as a first 
term for President Johnson (Source: Ned Davis Research, Inc.) 

† President Ford assumed Presidency in 1974 after resignation of President Nixon 

Source: Ned Davis Research, Inc. | McShane Partners - FactSet Research Systems 

Continued on next page 

“It’s the economy, stupid.” 

- James Carville 
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moderate pace. With the increase in efforts to promote or expand mail-in voting, absentee ballots, and other 

measures designed to ensure/facilitate access to voters negatively affected by the ongoing coronavirus pandemic, 

it will be interesting to see how the 3Q20 GDP data factor into the decisions of any remaining undecided voters 

or those voters planning on voting in-person on Election Day. 

Scenario Analysis: Gauging Impact & Importance of Incumbents 

Based on the historical data of prior U.S. presidential election cycles, the largest or most outsized “spikes” in 

equity market volatility have come when the Republican Party has been the incumbent party but has failed to 

retain control of the Executive Branch and lost the general election. That being said, any short-term “spikes” in 

volatility and corresponding, reactionary declines/drawdowns in equity markets have typically reverted to prior 

levels and trends in Post-Election Years (“CY2”), with equity markets generally rallying throughout CY2 and 

erasing the majority of those post-Election Day losses experienced in the final weeks and months of CY1. The 

average annual gain in the S&P 500® in those CY2 periods after the Republican Party had lost as the presidential 

election as the incumbent was ±10.53%: higher than the CY2 average of +6.99% included in Table I on page 3. 

It’s also worth pointing out that equity markets have also enjoyed strong periods of considerable outperformance 

when the Republican Party, as the incumbent party, has retained control of the U.S. Presidency and won the 

general election; interestingly enough, however, the CY2 period/interval has actually been the weakest CY 

period/interval out of the four years of the corresponding cycle. This is likely reflective of equity markets’ 

tendency to “pull forward” expected or projected gains in Pre-Election Years (“CY4”) and CY1 in anticipation of 

the incumbent Republican Party remaining in the White House. 

Scenario Analysis: U.S. Congress Critical to “Checks & Balances” 

Historically, equity markets have performed best through prior U.S. presidential election cycles when the 

Republican Party has secured and/or been granted “joint control” over the U.S. Congress and held requisite 

majorities in both the House of Representatives and the Senate. What’s particularly interesting, however, is the 

fact that equity markets have actually outperformed on both a nominal and an inflation-adjusted  (i.e., real) 

Source: McShane Partners - FactSet Research Systems, Inc. 

Chart I: Equity Market Volatility Weighs on Incumbent Political Party 

Investing Through Election Cycles 
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basis and generated higher annualized rates of return under Democratic Presidents. 

One possible interpretation of this phenomenon is that, historically, financial markets have typically preferred 

predictability, certainty, and transparency with respect to the ability of the federal government to implement or enact 

new fiscal, monetary, or broad-based economic policies or legislation. 

Conclusion: Acknowledge Biases & Remain Focused on Long-Term Objectives 

In all likelihood, financial market performance will continue to fluctuate and react to increasingly vitriolic political 

rhetoric, sensational headline risks, and shifting investor sentiment over the next several weeks leading up to Election 

Day. While short-term swings in financial assets or investment portfolios can be incrementally painful, investors should 

endeavor to be as objective as possible before pursuing or initiating any fundamental changes to their long-term 

investment strategies. In particular, investors should attempt to acknowledge and address any deep-seated behavioral 

biases that may be exacerbating their emotional reactions to the short-term cyclicality of financial markets, including 

how an investor’s long-standing political views, opinions, or party allegiances may be skewing his or her interpretation of 

the current political or socioeconomic climate. 

Everyone is entitled/permitted to their own political opinions, ideas, and beliefs, and everyone should feel comfortable 

and confident in their ability to exercise their right to vote according to their personal politics. Similarly, individual 

investors should be confident in the construction and management of their investment portfolios based on their 

respective risk tolerances and in accordance with their long-term financial goals and objectives. To that end, the 

Investment Team would encourage investors to look beyond any conscious or subconscious behavioral biases stemming 

from political partialities/preferences and focusing on the fact that financial markets, as well as the broader economy, 

have historically proven extremely resilient in the face of cyclical headwinds, uncertainty, and instability. 

Investing Through Election Cycles 

Stock & Strategy Spotlight 

Name Ticker 
2020 
YTD 

September 
2020 

Haemonetics Corp. HAE -24.06% -2.69% 

Description & Investment Thesis 

Earlier this month, the Investment Team initiated coverage on shares of Haemonetics Corp. (“HAE”) and added the 

stock to applicable firm-wide buy list(s) and corresponding U.S. Equity security-level models. HAE has a long history 

of predictable earnings growth given the high degree of visibility in the company’s near-/intermediate-term revenues 

streams, typically in the form of reoccurring maintenance and demand for disposables. The unique nature of the 

coronavirus (i.e., “COVID-19”) pandemic has temporarily pressured plasma donations across HAE’s primary markets, 

and the unexpected deceleration in revenues has contributed to a substantial decline in earnings. The Investment 

Team believes these short-term revenue and earnings disruptions represent transient headwinds, and the recent 

underperformance of the stock has created a unique buying opportunity for long-term investors to purchase shares of a 

solid company with a predictable, sustainable business model capable of performing reasonably well during the course 

of a normalized business, economic cycle given the critical nature of its products. As such, our forward-looking 12-

month expectations incorporate a relatively balanced outlook with respect to the probability that revenue trends will 

stabilize and return to growth on a year-over-year (“YoY”) basis, in which case shares of HAE would warrant absolute 

valuation multiples in-line with the stock’s long-term historical averages; conversely, we incorporate a downside 

scenario and corresponding probability of continued deceleration in revenues and earnings, as well as meaningfully 

lower valuation multiples on a relative and absolute basis.  

“Voting is the expression of our commitment to ourselves, one another, this country, and this world.” 

- Sharon Salzberg 
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The Importance of Tax-Sensitive Investing 

on a current basis you have less money to invest, so the total dollars at work are smaller. This concept is 

commonly referred to as the time value of money. The ability to pay a tax bill in the future allows that money to 

continue to grow during the interim. Frequently the value of the growth earned over the deferral period either 

partially or completely offsets the liability itself.  

As an example, paying a $20 liability a year for four years beginning today would “cost” an investor $69.30. The 

$69.30 is the net present value of the $80 future liability (assuming an annual 6% growth rate). The first $20 is 

paid today, while the remaining $60 grows for another year. The next $20 is paid after one year while the 

remaining $40 continues to grow, and so on, until the entire $80 has been paid. The longer the period of 

deferral, the greater the “discount”. By delaying the first tax payment for 12 years, the “cost” of a future $80 tax 

liability is $34.44 in today’s dollars.  

Tax Bracket management 

The secondary benefit of tax-deferred investments may be a lower tax rate. The theory works best when earnings 

are excluded from tax while you are subject to a high tax bracket. By taking a deduction for an IRA contribution, 

or excluding 401(k) deferrals from taxable income, you may be avoiding a tax liability during working years when 

earnings and taxes are most often higher than earnings and taxes during retirement.  

There is no requirement that matches up the avoided tax with the eventual tax liability. If you are in a 37% 

bracket today, additional income in the current year will be subject to tax at 37%. If you withdraw funds from a 

tax deferred account in a future year when your taxable income is lower, you owe taxes based on the rate in effect 

in that future year. The U.S. tax brackets are graduated, meaning they vary from a bracket of zero on the lowest 

taxable incomes, to a current high of 37% (on married couple incomes over $622,051). A married couple with 

taxable income of $250,000 in the current year would pay taxes on a withdrawal from a tax-deferred account at 

a 24% tax rate. The timing of tax deferred withdrawals can be as important as the length of tax deferral or the 

return on those investments.  

Examples of Tax-Deferred Accounts 

An employer-sponsored retirement plan (such as a 401(k), 457 or 403(b) plan) is an example of a tax-deferred 

retirement savings vehicle that allows participating employees to contribute a percentage of their pre-tax salary 

and direct it to one or more investment accounts. A regular IRA (also known as a traditional IRA) is also tax-

deferred. An annuity and the cash surrender value of a whole life insurance policy also operate as tax-deferred 

accounts. A Roth IRA is not just tax-deferred; it is a tax-free account (no tax is owed on withdrawals). A Health 

Savings Account (HSA) is a tax-favored savings account that also provides tax-deferred growth. If withdrawals 

are used to pay for qualified medical expenses, HSAs are also tax-free. 

Tax-Deferred Account vs. Tax-Exempt Income 

Even without access to a tax-deferred account, individuals may invest in bonds which pay tax-exempt interest. 

Typically, such interest is exempt from federal tax. If the bond represents the debt of a state other than the 

individual's residence, that interest will be taxable on a state income tax return. Not only will the interest avoid 

taxation, it may help your overall tax situation by keeping your taxable income lower, resulting in lighter taxed 

social security benefits and a lower bracket applicable to other income. 

Planning For the future 

When considering the impact of tax deferred investing, it is critical that you understand the timing of future 

income streams and the timeframe of investing and withdrawal. Tax deferred accounts typically have penalties 

for withdrawals that occur prior to certain required timeframes and/or the taxpayer achieves certain ages. Some 

Continued on next page 
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The Importance of Tax-Sensitive Investing 

We are pleased to 

announce several big 

updates for our Wealth 

Advisor Ryan Vaudrin. 

Earlier this month, he 

proposed to his long-

time girlfriend Sonja 

Schreck! Ryan and 

Sonja met in Charlotte 

three years ago, 

through mutual 

friends. Sonja has lived 

in Charlotte for the 

past 4 years, but she is 

a native of Columbia, 

South Carolina. She is a graduate of Coastal Carolina 

University, where she obtained a degree in 

Psychology. Currently, she works as a Manager at 

Consolidated Claims Group, where she leads a team 

of coordinators through the insurance review and 

claims process.  

In addition to being 

newly engaged, they 

also just closed on a 

house located in the 

Oakhurst area. As 

new homeowners, 

most of their time is 

now being spent 

moving and 

updating their new 

home. When not 

working on their 

new home, Ryan 

and Sonja enjoy sharing adventures with their 9-

month-old German Shepard Mila, traveling, and 

spending time with friends and family. They are 

planning on getting married late 2021 so stay 

tuned for future updates as we will have a 

McShane Partners wedding for three consecutive 

years (Daniel 2020; Ryan 2021 and Corey 2022). 

Following Up With: Ryan Vaudrin, CFP® 

may also require distributions to occur whether the income is needed in a year or not. There is no “right answer” 

for everyone.  

Final Caveat 

Taxes can be a significant expense, and the deferral of a tax liability can greatly impact the value of your 

financial assets over time. However, taxes are not the only thing that can impact growth. Rarely can the tax 

deferral on an account compensate for poor performance and/or high fees.  
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NextGen: Homeowners Insurance 

In last month’s article, we finished our two-part discussion regarding the considerations 
involved in purchasing a home. Next, we wanted to discuss the importance of obtaining 
Homeowners Insurance. Although it is good planning to have your valuable items 
properly insured, deciding to purchase homeowner’s insurance is not typically a 
discretionary decision as most lenders will require the homeowner to obtain insurance 
coverage before the home loan can be closed.  

What Does Homeowners Insurance Provide? 

A homeowner’s policy is something that can be customized or tailored to meet specific 
needs. The standard policy will include and cover damage to the interior and exterior of 
the home, personal liability for damage or injuries, and housing accommodations while 
the home is being repaired from any reported damage.  

The standard damage typically includes fire damage, hurricanes, lightning, and 
vandalism. If additional insurance is needed, a separate insurance “rider” or addendum 

would need to be added. Along with the property being insured, any clothing, furniture, appliances, and other contents 
may be covered up to a certain amount. The amount of personal property that is covered is determined by each specific 
insurance company and the total value of the property.  

The liability clause of the policy protects the insured from lawsuits filed by other people. An example might include when 
your dog bites a neighbor. In this case, insurance can be used to pay for the medical expenses, as well as any pain and 
suffering. The recommended amount of coverage is normally $300,000, however additional coverage can be purchased 
through an umbrella insurance policy.  

What is not covered  

The Homeowners Policy will cover most of the situations that could occur to your property. What is not covered, 
however are the full value of some expensive personal property items that are not specifically scheduled, natural 
disasters, and any acts of war. To be properly insured in these areas, additional policies may need to be purchased.  

Ryan Vaudrin, CFP® 
Wealth Advisor 

Estate Planning: Donor-Advised Funds  

A Donor-Advised Fund (“DAF”), is a giving vehicle established at a public charity. Upon 
making a charitable contribution, the donor will receive an immediate tax deduction and 
be able to recommend grants from the fund over time. Donors are permitted to make 
additional contributions to the DAF each year, having the flexibility to recommend 
future grants when the timing makes sense. 

How a Donor Advised Fund Works 

Cash, stocks or non-publicly traded assets such as private business interests and private 
company stock are eligible for contribution to a DAF. Once a contribution has been 
made, it is an irrevocable commitment to charity. Therefore, the funds cannot be 
returned to the donor or any other individual, nor can they be used for any purpose other 
than grantmaking to charities.  

Benefits of a Donor Advised Fund 

• Maximize Tax Benefits – Future charitable donations can be prefunded during working years when you are in a 
higher income tax bracket or during years when circumstances such as a large capital gain bump you into a 
higher tax bracket.  

• Tax-Free Growth - Your donation can be invested and enjoy tax-free growth, making more money available for 
charitable giving. Most sponsoring organizations have a variety of investment options from which to choose. 

• Simplify Recordkeeping – With a DAF, you do not have to keep track of every gift acknowledgment from every 
charity you support, just the receipts from your DAF contributions.  

• Creating a Legacy - You can incorporate your DAF into your estate plan by making a bequest in your will or by 
making the DAF a beneficiary of a retirement plan or life insurance policy. By leaving instructions with the DAF 
sponsor, you can support multiple charities with one bequest. Sponsoring organizations may also enable you to 
create a succession plan for your DAF, allowing you to pass the remaining funds in your account on to your 
heirs for their future charitable bequests.  

Sandy Carlson 
CFP®, CPA, CDFA® 

President & Partner | Wealth Advisor  
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Tax Update: Disaster Relief Updates   

The IRS generally offers relief to areas designated by the Federal Emergency Management 

Agency (FEMA) as qualifying for individual assistance. Relief typically includes the 

postponement of tax filing and payment deadlines.  

If you own property that is an area suffering an environmental disaster, please check with 
your advisor or the IRS website (https://www.irs.gov/newsroom/tax-relief-in-disaster-
situations) to determine if relief applies to you. Recently announced qualifying disasters 
include: 

• Victims of Hurricane Sally that began on Sept. 14 

• Victims of the Oregon wildfires and straight-line winds that began on Sept. 7 

• Victims of Hurricane Laura that began Aug. 22 

• Victims of the California wildfires that began Aug. 14 

As a result, affected individuals and businesses will have extended deadlines ranging from December 15, 2020 to Jan. 15, 

2021, to file returns and pay any taxes that were originally due during this period. This means individuals who had a valid 

extension to file their 2019 return due to run out on Oct. 15, 2020, will now have additional time to file. The IRS noted, 

however, that because tax payments related to these 2019 returns were due on July 15, 2020, those payments are not 

eligible for this relief. 

The extended deadlines also apply to quarterly estimated income tax payments due on Sept. 15, 2020, and the quarterly 

payroll and excise tax returns normally due on Nov. 2, 2020. It also applies to tax-exempt organizations, operating on a 

calendar-year basis, that had a valid extension due to run out on Nov. 16, 2020. Businesses with extensions also have the 

additional time including, among others, calendar-year corporations whose 2019 extensions run out on Oct. 15, 2020.  

In addition, penalties on payroll and excise tax deposits due on or after Sept. 14 and before Sept. 29, will be abated 

provided the deposits are made by Sept. 29, 2020. 

Becky Hoover 
CFP®, CPA, CDFA® 

Director of Tax | Wealth Advisor  

Grandparents often want to assist in providing a good future for their grandchildren and 

contributing to education expenses through a 529 Plan can be a great option. Grandparents 

can open and fund a 529 account, or they can contribute to a 529 that is owned by the 

child’s parent. The biggest difference between these two options is the potential impact 

each will have on the ability to qualify for federal financial aid. 

To determine financial aid eligibility, the Expected Family Contribution (“EFC”) must first 

be calculated. 529 accounts that are owned by the child’s parent will require that 5.6% of 

the 529 account balance be included as part of the EFC, while 529 plans owned by the 

grandparent will not be included in the EFC total. In addition, 529 plan distributions made 

to a grandchild can also have a negative impact on financial aid eligibility. Those 

distributions are counted as the grandchild’s assets of which 20% will be included in the 

EFC total. 

Aside from the potential impact on financial aid eligibility, both types of ownership offer several of the same benefits: 

• Contributions are not tax-deductible for federal tax purposes; however, many states allow a tax deduction for 
contributions made to in-state 529 accounts. 

• Earnings grow tax exempt and withdrawals are tax free if used for qualified higher education expenses. You may 
also withdraw up to $10,000 a year to pay for elementary or secondary public, private or religious school costs as 
well as to repay qualified student loans. 

• Contributions can be a useful estate planning tool. Contributions of up to $15,000 ($30,000 for a married couple) 
may be made per year, per beneficiary without paying gift tax. You can also “front load” up to 5 years of 
contributions, $75,000 ($150,000 for a married couple) per beneficiary.  

If you have questions regarding funding a 529 account or other ways to help pay for a grandchild’s education, please 

reach out to you Wealth Advisor at McShane Partners, we are happy to help. 

Senior Planning: Funding a 529 Plan for Grandchildren’s Education  

Lorri Tomlin, FPQP™ 
Wealth Advisor 
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Charlotte, NC 28202 

Phone: (980) 585-3373 

Fax: (980) 265-1274 

Email: mcshane@mcshanepartners.com 

McShane Partners 

Wealth management is our only business; therefore, 

our attention is undivided, and our intentions are 

transparent. 

Information provided in this newsletter should not be considered or interpreted as advice for your 

particular financial situation. Please consult a professional advisor for advice regarding your 

specific financial needs. 

CIRCULAR 230 NOTICE: To comply with requirements imposed by the United States Treasury 

Department, any information regarding any U.S. federal tax matters contained in this 

communication (including any attachments) is not intended or written to be used, and cannot be 

used, as advice for the purpose of (i) avoiding penalties under the Internal Revenue Code or (ii) 

promoting, marketing or recommending to another party any transaction or matter addressed 

herein. 

This newsletter is for discussion purposes only and represents the opinions of McShane Partners. 

McShane Partners is a Registered Investment Advisor. 

Around McShane Partners 

McShane Partners Monthly INSIGHTS 

Page 12 

McShane Partners Building Update 

Night Out at Mere’s  

Pop-Up Opera 

McShane Partners enjoyed a night on the patio at Mere’s 

with Marty Pizzo from Mullinix Mortgage to discuss 

interest rates and the state of the current mortgage 

market.  

McShane Partners will be moving out of Morehead Place 
as of October 16th. In the interim, we have rented a 
temporary location where we can host clients meetings 
and will be in touch with further details. Please note that 
our mailing address has changed to 338 S. Sharon Rd, 
#401, Charlotte, NC 28211. 
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