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Markets and Impeachments
“In the short run, I believe markets move on emotion: fear and greed. In the longer run, I believe
they are driven by economic fundamentals.” These are sentiments many of our clients may have
heard me express before and are held by the team. Today’s 24-hour news cycle and polarizing political environment can trigger fear. Another expression I am fond of is, “History almost never repeats
exactly, but it often rhymes.” While past performance is no guarantee of future results, I do believe
we can glean lessons from market behaviors in past environments.
Speaking of scary political headlines and past market behavior, we wanted to present some information that we believe supports our team’s belief that economic fundamentals drive markets over
longer terms rather than the news cycle. Two of the most extreme political environments we have
seen in the past five decades involved impeachment proceedings for sitting presidents: Richard Nixon in the early 1970s and Bill Clinton in the late 1990s.
Representative William Ryan
submitted the first resolution
to impeach President Nixon to
the House Judiciary Committee in early May 1972. Vice
President Spiro Agnew resigned in early October 1973.
President Nixon fired Special
Prosecutor Archibald Cox and
accepted the resignations of
Attorney General Elliot Richardson and Deputy Attorney
General William Ruckelhaus in
late October 1973. Throughout
all of these dramatic political
occurrences, the S&P 500 Index held pretty firm.
More important, in our opinion, were the actions taking place in the economy and financial systems. 1973 saw the effective end of
the Bretton Woods system of international financial exchange as the Administration and the Federal
Reserve struggled with inflation. Compounding this was the OPEC Oil Embargo of late 1973 which
saw global oil prices – at a time when oil was a major source of heating and electricity fuel – quadruple.
The darker grey shaded area on the chart above corresponds to the economic recession which occurred from November 1973 through March of 1975. From the start of the recession to its lowest
point during, the S&P 500 Index lost over 40%. We would contend that it was the economic fundamentals – not the political headlines – which drove that dramatic stock market decline.
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was recovered by the end of that same year.

This chart starts in January
1994 when Paula Jones filed a
lawsuit against Bill Clinton
while he was still governor of
Arkansas and ends in February
of 1999 after the Senate acquitted then President Clinton. You
may note that there is no darker grey shading on this chart,
indicating that no economic
recession took placing during
the selected time period. There
was a stock market pullback of
about 17% in late summer /
early fall of 1998 which is
generally attributed to major
concerns of emerging market
financial stability but that loss

Dramatic political headlines may be great for selling ads on websites and commercials on cable news,
but we will continue to monitor the economic fundamentals and let that drive our investment decisions.
The indices are presented to provide you with an understanding of their historic long-term performance and are not presented to illustrate the performance of any security. Investors cannot directly purchase any index. This chart has been created for informational purposes only and is not a solicitation or an offer to buy any security or instrument or to participate in any trading strategy. Investing involves risk including the possible loss of principal. Past performance is not a guarantee of future results. Additional information is available upon request.
S&P 500 Index: The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market value
weighted index with each stock's weight in the Index proportionate to its market value.

How to Avoid and Correct Tax Issues
Nobody likes unexpected tax bills or IRS penalties. So how can you minimize the possibility of errors
on your return? And if an error does still slip through, what then? In both cases, it’s often a matter of
paying close attention to documentation.
Avoiding tax errors. Audrey Young, a tax attorney and senior manager at accounting, tax, and consulting firm RSM US, says one of the basic things that everyone should do is pay attention to what
their tax preparer sends them. “Most clients who work with professionals get a tax organizer,” Young says. The organizer is a document outlining a series of questions for people to answer. It helps taxpayers think
through all the big and small items from the past year that could impact
their taxes.
Big life changes in particular should be called out in the organizer, as
they’re a common cause of tax filing errors:
Selling a business
Selling interest in a building or shares in a closely held business
Inheriting money or an IRA
Turning 70½ and triggering mandatory IRA distribution requirements

“Most people do a very good job except when an extraordinary transaction comes along,” Young says.
(Continued on Page 4)
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Team Updates
We appreciate all that you share with us about your family, goals, and life changes. We would like
to take this opportunity to give you a little update about our lives outside the office.
“We attended the Barron’s Top Advisors Summit in Palm Beach,
Florida. We listened to panels of industry experts from many diverse
firms regarding the markets, the future of
technology, and the impact of politics to
allow us to better assist you as we manage
your investments, goals, and life changes.”
~John and Karen
“My wife Monica and I checked an item off of our bucket list by visiting
Hawaii for the first time. Growing up in Florida, we are used to the
beaches, but the mountains and volcanos
made it a unique experience. We visited many different islands from
our cruise ship” ~Jack
“After a weekend with my grandchildren, I tried a
new adventure parasailing with a friend in Clearwater, Florida. It was fun, but not nearly as exciting as my previous skydiving trips.” ~Patty
“My husband Tyler and I recently took a trip to Clearwater Beach to celebrate
his birthday. As relatively new residents of Florida we’re enjoying exploring
the many beautiful beaches that are within a
short drive of Orlando!” ~Beth
“I was happy to be invited to the FiNet Higher Education conference in
White Sulphur Springs, West Virginia. I stayed
at The Greenbrier, which during the Cold War,
part of the hotel was a classified nuclear fallout
shelter for Congress. After touring the now declassified areas, I also attended many breakout
session with other fellow FiNet Business Owners
and spent time with executives from Wells Fargo including FiNet President
Kent Christian” ~J.R.
“My husband Dan and I were fortunate enough to
take a trip out of the country and visit Iceland and
Ireland. We saw many interesting sites and were
able to escape a little bit of the Florida heat. This is a picture of us during
our time in Reykjavik, Iceland.” ~Debbie
“My family and I recently celebrated my birthday with a weekend at Disney. Here we are posing with the characters from the
movie Cars. Our daughter, Madison, was honored to be chosen
as the Drum Major of the Bishop Moore Catholic High School
Black and Gold Brigade. We are very proud of her accomplishment during her senior year! Go Hornets! ~Sarah
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(From Page 2) In these cases, good record keeping is crucial — as is sharing that information with
your advisor. For example, a problem that can attract unwanted IRS interest is when someone fails to
note an extraordinary gift, such as land, to a university or charitable organization. The value of that
property has to be properly documented.
When gifts of stock or other property (like a vacation home) are
made during one’s life, good records are essential to avoiding tax
problems down the road — especially for the recipient. That’s
because the gift’s “cost basis” — the purchase price — also transfers to the gift recipient. Say mom and dad give their vacation
home to their adult child. If, later on, that child sells that house,
the cost basis used to determine how much profit was made on
the sale is the purchase price of the home when the child’s parents originally bought it.
Correcting tax errors. If you do make a mistake, don’t panic. With some common mistakes, such as
math errors, IRS computers will often detect the error and send you a bill. You'll be required to pay
interest on the unpaid tax, but unless the IRS thinks it’s a deliberate or particularly large omission,
you probably won’t owe a penalty.
If you or your preparer discover an error after filing, Young recommends filing an amended return as
soon as possible. “I think it’s always better to report your error before the IRS finds it,” Young says.
Remember, your preparer will need to correct all the errors in the return — not the just the ones that
are favorable for you.
It’s important to note that your preparer must file amended returns on paper (rather than e-filing)
and they can take longer for the IRS to process. So, the sooner you correct any mistakes, the sooner
you can resolve any potential conflicts.
Our firm does not provide tax or legal advice.
This article was written by Wells Fargo Advisors Financial Network and provided courtesy of Thorsen ~ Hixenbaugh ~ Kovaleski Wealth Advisors in
Orlando at 407.845.1080.
Investments in securities and insurance products are: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE
Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC (WFAFN), Member SIPC.
Thorsen ~ Hixenbaugh ~ Kovaleski Wealth Advisors is a separate entity from WFAFN.
© 2018 Wells Fargo Advisors Financial Network, LLC. All rights reserved.

Continuing Relationships
We thank our investment company representatives for their ongoing relationship which continue to provide us the most
up-to-date thought pieces, investment analysis, and market overview.
Since our last update we have had excellent discussions with these companies:
American Century Investments, Angel Oak Capital, AXA, Dreyfus, Day Hagan Asset Management, Delaware Funds,
Deutsche Asset Management, Eagle Asset Management Incorporated, Guggenheim Investments, Hartford Funds,
J.P. Morgan Asset Management, Janus Funds, Lincoln Financial Group, Nasdaq Dorsey Wright,
Oppenheimer & Company, Nuveen Asset Management, PIMCO, PGIM: Global Investment Management, SunAmerica
Mutual Funds, and Wells Fargo Advisors.
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