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Wealth Planning Report

Media news is a constant reminder that while 
financial markets mostly go up, they don’t 

always. Inevitably, severe downward market vola-
tility from some event that no one ever unexpected 
happens. Events, whether weather or wars or what-
ever, are for the most part unpredictable. Market 
history teaches that big events negatively impacting 
markets will continue and so unpredictable big 
surprises will continue.

With that in mind, knowing actions commonly used by 
wealthy investors during uncertain times may improve 
your planning. Being aware of what the affluent do to 
protect and grow their wealth despite difficult times of 
fearful market downturns, may help you better plan 
when media figures somberly warn once again, 24/7, of 
another impending end of the world. 

Helpful action steps
While some of these steps may not be appropriate for 
you depending on your situation, moves—both large and 
small—to take during times of severe downturns may 
include:

1. Ascertain all the facts. Volatile times create fear and 
stress that easily lead to poor emotional decisions. Quick 
decisions usually don’t end well. Until you take enough 
time to get your facts straight, don’t react and stay the 
course until you do. This assumes, of course, that you 
already have a sound plan in place with process aligned 
with your objectives for use in a crisis.

Complete facts with a plan and a process as your ally to 
restore your brain’s rationality and control your fears. 
For example, evidence that bad bear markets are very 
unusual can aid rational thought. Markets at some 
point stage rapid upward moves which are equally 
unexpected. Those who had sold would lock in losses. 

Ask professionals for data showing the big picture of 
historical trends over long timeframes. 

2. Manage emotions. Especially for those now retired 
and not earning an income, the nagging fear that “this 
time it’s really different” is troubling. Before pulling out 
the Prozac, assess whether you’re engaging in so-called 
“catastrophic thinking.” Handle it like this: Admit what 
you’re thinking—yes, the entire financial system could 
crumble because of recent event X. But ask yourself: Is 
that really likely? 20% or 30% market drops don’t happen 
often. Isn’t a 10% or so drop more likely, with a big 
bounce to follow? This kind of reality check shuts down 
an illogical leap into panic mode. That, in turn, reduces 
not only your stress, but losses due to cashing out as you 
wait for a “safer” time to return, and markets unexpect-
edly move up without your money.

Taking advantage of downturns
3. Making timely gifts to enhance your legacy. Gifting 
assets to one or more irrevocable trusts is popular for 
legacy planning and for asset protection. A big downturn 
can enable you to gift much larger amounts of wealth with 
a much lower tax cost—and potentially capture greater 
tax-deferred growth of gifted assets. Ideally, large gifts of 
equity positions when prices are depressed are leveraged, 
securing a much better after-tax financial outcome after a 
recovery for those you want to benefit in the future.

4. Adjusting portfolio structures. If significant portfolio 
changes were previously planned—such as shifting 
to a different investment styles or asset locations, for 
example—a large market downturn presents a highly 
advantageous opportunity. Stocks or equity positions 
may be sufficiently depressed to permit selling large 
taxable portions, incurring much lower capital gain 
taxes than you would before. Appropriate replacement 
equity positions would hopefully recapture tax-sheltered 
appreciation previously lost during a recovery. 
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5. Identify newly undervalued assets. Tough economic 
times can present liquidity opportunities. The affluent 
may look beyond their portfolios when it comes to 
“buying low, selling high.” Entrepreneurs might find 
businesses to acquire. Collectors of art and artifacts with 
liquidity could buy opportunistically. Real estate inves-
tors often expand their search criteria when distressed 
cash-short sellers begin appearing on the scene.

6. Convert IRAs to Roths. High-net-worth individuals 
frequently convert part of their traditional IRAs to Roth 
IRAs in depressed markets. This leverages tax-free growth 
and improves tax-free withdrawals as exchanged assets 
recover following a market rise. Doing conversions in 
down markets for the equity portion of IRAs, and rebuy-
ing the same inside a Roth, means paying less tax relative 
to the eventual greater Roth growth post-recovery. Of 
course, taxes will be due in the year of conversion.

7. Take advantage of shifting trends. Times of great 
market volatility often are accompanied by great changes 
in investment leaders and laggards. Many very wealthy 
investors with higher-risk profiles look to tactically 
reposition some strategies based on their perceptions 

of emerging business opportunities caused by changed 
economic, political, and social dynamics. 

8. Revisit planning goals and values. The affluent 
recognize that a fearful declining market is no time to 
go into hiding. They used the time to consider whether 
their wealth planning needs revising. They reassess 
family goals and values for themselves and loved ones. 
Wealth is realigned with what they care most about. 
Great economic change often shifts our interests and 
deeper beliefs. For example, some families’ philanthropic 
focus shifted toward health care-related charities due to 
the pandemic.

Ultimately, most “secrets” of the affluent during market 
downturns aren’t big mysteries. Less concerned with 
day-to-day survival, well-planned affluent clients are 
better prepared to take advantage of financial storms. They 
have a process to help them stay calm, be opportunistic, 
and view a crisis as a stress test of their previous planning. 
These are steps anyone could take to prepare for troubled 
times. The first step is to find a CFP® professional qualified 
to help you get and stay on track.
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