
this quarter is avoiding the emotional 
decisions that could cause irreparable 
damage.

Much of managing our emotional 
responses hinges on managing 
expectations.  At this time we are 
confronted with a plethora of unknowable 
unknowns.  Often in the investment 
business uncertainties are solved by a 
review of historical market and economic 
events.  Other times analysts are able 
to study historical data in detailed 
spreadsheets and find trends that mirror 
today’s and find guidelines for what may 
happen next.  Those tools are not helpful 
now.

Focusing on what we know and what 
we don’t know need to guide our 
dispassionate decision making.  We don’t 
know when the impact of this virus will 
reach its zenith, and we don’t know how 
long very high morbidity and mortality 
numbers will last.  We don’t know 
how long social isolation and business 
shuttering and closure will last.  We 
don’t know how effective the economic 
response from government will be.  We 
don’t know how long it will take for 
businesses and the economy to restart.

We know that the banking system in the 
US was healthy and liquid at the onset of 
this crisis.  We know that this emergency 
was not caused by speculative excess or 
some other type of financial bubble.  We 
know that health care experts believe that 
this crisis will pass as this virus follows 
the historical trajectories of others in 
its class.  We know that at present, the 
numbers of infected people in the US are 
increasing, unemployment is increasing, 
and stock markets are extremely volatile.  

Group think or herd mentality are among 

I hope this letter finds you and your family 
healthy and well.  Of the thousands of 
times I’ve sat at my keyboard to write 
about investing, economics, and markets, 
I’ve never faced the complexities of 
a pandemic and elective economic 
contraction.  Deep concerns about the 
safety and well-being of family, friends, 
clients, and employees occupy much 
of my thinking and worrying.  Parsing 
through the evolving health crisis details 
and eroding economic and business 
environment fills the balance of my 
waking moments.  All of you are in our 
thoughts and prayers.

Responsible for the financial, investment 
health of many, I will share our 
perspective and plan.  Our mission at 
Farr, Miller & Washington is the pursuit, 
protection and defense of our clients’ 
interests and goals.  Our investment 
mantra is conservative and guided by 
caution first.  In my 33-year financial 
career, I’ve witnessed a variety of market 
cycles.  There is a perpetual, abiding 
ebb and flow between expansion and 
contraction, greed and fear, and risk and 
safety.  Throughout all the rallies and 
corrections, it has been our position 
to eschew as much risk as possible and 
capture the greatest amount of return 
as we could for our clients.  Taking on 
less risk is a drag in surging markets and 
a benefit in down times.  This tradeoff 
in the interests of caution and capital 
preservation is our consistent bias.

Our job as Investment Counsel is twofold: 
manage investments and counsel clients.  
The counseling part is often much more 
important in helping clients achieve their 
goals.  Emotional decisions are almost 
always mistaken.  Going “all in” may be a 
strategy in Vegas, but the idea of walking 
away penniless is not acceptable in our 
business.  The key message for my letter 
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the threats.  When everyone expects an 
outcome that doesn’t occur, everyone is 
disappointed together.  When investors and 
traders are surprised with disappointment, 
they sell.  Of course, when everyone 
sells together, prices fall as disappointed 
sellers become increasingly desperate in 
their competition for buyers. This is why 
I counsel against theorizing and advocate 
a vigilant reliance on facts and real data.  
There is no safety in the herd when the 
herd is stampeding off a cliff.

There are market observers and pundits 
that suggest that the markets have 
made their lows. This strikes me as a 
premature conclusion, but I don’t know.  
Markets may or may not have “made a 
bottom.” If they have seen their lows, 
the only thing left is the duration of the 
recovery.  Because I don’t know and want 
to emotionally guard against shocking, 
potentially expensive disappointment, I 
prepare myself for lower lows and an even 
more demanding period of endurance.  It 
means that I practice defensive investing 
and defensive emotional planning.  Should 
prices fall another 20-30%, all of us will 
be unhappy, but many will be shocked.  
Avoid being among the shocked; they are 
at greater risk.

We believe that the American economy is 
among the strongest and most resilient in 
the world.  We expect that at some point 
over the next few years, people will return 
to airplanes, hotels, and restaurants.  
Though we expect nearly all companies 
to suffer through this recession, some will 
do better than others.  When 70% of the 
economy is based on consumer spending 
and as many as 35 million are projected 
to be unemployed, even the most resilient 
companies may see a drop in revenues.  

Avoiding speculation and risk are at 
the core of our advice.  During the dot 
com boom or financial explosion of the 
mid two thousands, we warned against 
venturing into the thin branches of 
risk.  Capital preservation is always 
more important than marginal, risky 
profits.  Isn’t it ironic how that same 
advice that seems so sage now seemed so 
unnecessarily stodgy just a year ago?  

Economists always want to know if a 
country’s population is growing.  Growing 
populations beget expanding economies.  
Underneath this economic contraction are 
327 million Americans (2018) who need 
to be fed, clothed, and housed.  In recent 
years, low interest rates have encouraged 
consumers to pull forward demand.  In 
other words, they bought stuff on cheap 
credit before they really needed it.  For 
example, many purchased new cars 
because they were affordable even though 
their old car still ran reasonably well.  This 
crisis and social isolation have reversed 
that process despite even lower interest 
rates.  When we emerge from this period, 
we expect that months of pent-up, real 
demand will fuel robust expansion.   

While the worst of this disease and 
economic contraction remain ahead of 
us and therefore quantifiable only by 
estimates, our conservative, dispassionate, 
deliberate discipline will see us through.  
We are working diligently every day 
to research and manage portfolios as 
carefully as possible.  We are guided by 
decades of experience and remain focused 
on your long-term goals.  

Successful investors don’t panic.  
Successful investors are greedy when 
others are fearful.  Successful investors 

buy low and sell high.  After a 25% decline, 
are you thinking about buying?  It is 
remarkably hard to sell when things feel 
great and even harder to buy when things 
feel awful.  It helps to think about what 
Warren Buffet may be thinking and doing 
in any market.  Right now, I expect he’s 
excited for the opportunities he sees in so 
many things “on sale.”  

The Government Response
We are entering a period in economic 
history that is unlike any before. During 
the financial crisis of 2008/09, the 
government and the Federal Reserve went 
to great lengths to keep the economy 
from seizing up following what was, in a 
real sense, the collapse of the financial 
system. In the coronavirus crisis, we 
have intentionally stopped the economy 
– precisely what we were attempting to 
avoid happening a dozen years ago – and 
as the pandemic recedes we will face the 
daunting task of restarting.

The Federal Reserve, under Chair 
Jerome Powell’s leadership, has taken a 
“whatever it takes” approach to ensuring 
that financial markets will still function 
through the economic stoppage.  Most 
obviously, the Fed lowered interest 
rates by 1 ¼% to effectively zero in 
two emergency meetings twelve days 
apart.  Additionally, the Fed has resumed 
Quantitative Easing, including the 
purchase of mortgage backed securities, 
and has established a plethora of new 
lending facilities including commercial 
paper, primary market corporate, and 
money market liquidity facilities.  The 
net effect of all of the Fed’s actions 
is to ensure that financial and capital 
markets will remain liquid so businesses 

Coming to you every week on Apple Podcasts, Stitcher and all major podcasting 
platforms or you can listen to the show now at:  
https://podcasts.apple.com/us/podcast/the-farrcast-wealth-strategies/id1293006829
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and lending institutions can endure the 
downturn.  Functioning capital markets 
will be a necessity as the pandemic 
abates and “The Great Restart” of the 
economy begins.

Former Federal Reserve Chair Janet 
Yellen this week stated that our current 
unemployment rate is likely over 12%.  
She said she expects the number to 
increase, and that the total decline in GDP 
for the second quarter may be as much 
as 30% on an annualized basis. That her 
comments were not seen as shocking is a 
testament to how serious the situation is.

Congress and the President, for their 
part, have stepped up on the fiscal side 
of the ledger as well.  Three stimulus 
bills were passed in quick succession; the 
third, the CARES Act, provides up to $2.2 
trillion in assistance funding a range of 
programs, such as: small business loans, 
direct grants to impacted businesses and 
industries, public health services, direct 
relief for states, and direct stimulus 
payments to individuals. There is already 
talk in Washington that more needs to 
be done, and serious discussions are 
underway. What is clear is that the federal 
government’s resources and attention have 
been given over to the problem – first to 
preserve life and public health, but also to 
the economic well-being of the country.

The massive programs from both 
government and the Federal Reserve will 
not come without consequence, and it is 
certain that not all of the programs will 
work as intended. It is clear, though, that 
the government is doing what it can.  The 
powers that be appear willing to do what 

contributions for the 2019 tax year to 
IRA and ROTH IRA accounts has also 
been extended to July 15th, 2020.

3. Do I have to take my Required Minimum 
Distribution (RMD)?  RMD’s are waived 
for all individuals 70 ½ and above.  This 
waiver also extends to Inherited IRA’s.

4. What if I already took my RMD?  
While the IRS did not provide specific 
guidelines to date, if an RMD was taken 
within 60 days, it can be returned back 
to the IRA under the 60 day indirect 
rollover rule.  This does not apply to 
inherited IRA’s.

5. Does my Defined Benefit Plan qualify 
for a waiver?  No, you must continue to 
take distributions.

6. My loved ones lost their job, how 
can they pay their bills?  They can 
take up to $100,000 of penalty 
free early distribution from their 
retirement accounts.  Taxes due on the 
distributions can be spread out over 
a three year period.  Individuals are 
also eligible to return the distributions 
back to the retirement accounts during 
the three year period without being 
subject to the annual contribution 
limit.  Alternatively, they can borrow up 
to $100,000 from their 401Ks and delay 
repayments until 2021.  In addition, the 
bill expanded unemployment insurance 
rules, easing the application process 
and eliminating waiting periods.  As 
the latter benefits are run by individual 
states, all applications must be filed 
through the state of residence.

7. How will my municipal bonds be 
affected?  The CARES Act includes $150 
billion direct aid to the states.  Each 
state will receive at least $1.25 billion 
in aid.  Additional aid will depend 
on the population of the state.  The 
Federal Reserve is also authorized to 
provide up to $454 billion in loans, loan 
guarantees, and other investments to 
provide liquidity to the financial system 
to support states or municipalities.

8. How will my small business survive?  
The bill provides $377 billion in loans 
and grants to small businesses.  

is needed to sustain the country through 
these difficult times.

The CARES Act and You
As we have spoken with clients over the 
past week, we have been asked questions 
about the CARES Act and its provisions. 
The new law is designed to help mitigate 
some of the financial hardships resulting 
from the COVID – 19 pandemic, most 
overtly through direct payments to 
qualifying individuals. In response to 
questions we have received, we have 
put together a short Q&A summary.  
While not meant to be exhaustive or 
authoritative, we hope this brief guide will 
help you understand how the recent fiscal 
stimulus will impact you and your family.

1. Will I receive a direct payment?  It 
depends on your adjusted gross income 
based on your most recent tax filing. 
The income thresholds will be applied 
to 2018 income if you have not yet filed 
a 2019 return. Payments of $1,200 to 
individuals ($2,400 to couples), plus 
an additional $500 per child, will be 
made to individuals earning less than 
$75,000 ($150,000 for couples).  The 
amount declines by $5 for every $100 
above those limits and phases-out 
completely at $99,000 for an individual 
and $198,000 for couples filing jointly.

2. When do I have to pay my taxes?  The 
tax payment deadline for the 2019 
filing year was extended to July 15th, 
2020.  Americans who owe taxes for 
2019 may defer their payment until 
the new due date, interest and penalty 
free, up to $1,000,000.  The deadline for 

The massive programs from both 
government and the Federal Reserve will 
not come without consequence, and it is 
certain that not all of the programs will 
work as intended. It is clear, though, that 
the government is doing what it can.  
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a. The Paycheck Protection Program 
allows small businesses with fewer 
than 500 employees (including 
sole proprietorships, independent 
contractors, and self-employed 
persons) and certain non-profits 
to obtain low interest rate loans 
through participating financial 
institutions for up to 2.5x monthly 
payroll.  Borrowers that use the 
funds to pay employees, rent, 
mortgage interest, and utilities may 
apply for loan forgiveness.  

b. The Economic Injury Disaster Loan 

(EIDL) Emergency Advance program 
is also available to small businesses 
currently experiencing a temporary 
loss of revenue.  Advances of up 
to $10,000 are made following a 
successful application.  The loan 
advance will not have to be repaid.  

Please be aware this is a general overview 
only, and not meant as specific individual 
legal, tax, or investment advice.  As you 
navigate the impact of the CARES Act 
on you, your family, and your business, 
please do not hesitate to reach out to Farr, 
Miller & Washington as a resource. We 

John Augustine Washington  
May 1920-March 2020  
My dear friend and partner, John Washington, died last month.  John, a 
descendant of George Washington, was dignified, elegant, thoughtful, 
entirely brilliant and funny.  He was one of the best people I’ve known 
despite his failure to stick to a deal.  When John, Sunny Miller, and I 
started Farr, Miller & Washington in 1996, they were 77 and 75 years 
old, respectively, and the deal was that they would work for two years.  
Neither kept the deal.  Sunny worked 18 years until his death in 2014 
and John worked for 24 years.  Thank God! 

John was the bedrock of our firm’s culture and investment discipline.  
He is the author of our mantra, “Always do whatever’s best for the 
client.”  His wisdom, keen intellect, and calm made him a perfect 
financial father to many.  You simply knew that if John was looking 
after your finances, everything was fine.

Most important is John Washington’s legacy of integrity, 
faithfulness, honesty, respect, good-humor and kindness is being 
practiced and shared by the firm he founded and the many friends 
he touched.  It’s not exaggerating to say that thousands of people 
will have better lives for generations to come because of John 
Washington’s example.

John was my friend, partner, mentor, father, and brother.  My life is 
immeasurably richer and better that he was in it.  Thank you, John.   
I will miss you a lot.

are here for you, and for those questions 
that require qualified legal assistance 
that is outside of our scope as Investment 
Counsel, we will be happy to help you find 
appropriate legal counsel.

Thank You
It is a privilege to have worked with so 
many of you for so many years.  We have 
enjoyed more than we have endured, and 
I believe we will have much to enjoy in 
the years to come.  Please stay safe and 
healthy.  Please call us if we can be helpful 
in any way. 


