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Dear Friends, 

It feels a lot worse than it is, at least from a portfolio return 

perspective.  

 

The reason is that most major assets classes are down this year, 

and down a lot. The S&P 500 (SPY) is down 18.31%, Investment 

Grade Bonds (AGG) are down 9.49%, Long-Term US Bonds 

(TLT) are down 20.86% and Small-Cap Stocks (IWM) are down 

21.83%. However, commodities are up 27.94%, this is the only 

asset class up for the year. This allocation in your portfolio has 

provided a great hedge against inflation. and has helped dampen 

negative performance of the other asset classes. The nightly 

news doesn’t talk much about how commodities have 

performed so without this good news, all does seem bleak.   

The other reason investing feels a lot worse these days is 

because of loss-aversion. This is an important concept 

developed by behavioral economists Kahneman and Tversky, 

which found the pain of losing is psychologically about twice as 

powerful as the pleasure of gaining. This explains why when 

markets and portfolios are rising, we don’t feel the need to do 

react, we are almost indifferent, yet when the opposite occurs, 

we start to feel a desperate need to do anything, even if we 

know it is likely harmful. By being aware of how we feel, and 

why we behave in certain ways, the higher the likelihood that 

we can avoid making emotional decisions which will hurt us in 

the long run.    

Best, 
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PLANNING NOTES

Portability  

On July 8th the IRS issued a revenue procedure, (Rev. Proc. 2022-32) which gives surviving 

spouses the opportunity to elect portability of the deceased spouse’s estate for up to five years 

after the date of death, previously surviving spouses were only given two years to make this 

election.  

 

Portability allows the surviving spouse to “port” the deceased spouses lifetime exclusion amount 

so they can utilize it at their death, thus increasing the overall asset amount that can be shielded 

from federal estate taxation. For example, a husband passes away in 2019, when the lifetime 

exclusion amount was $11,400,000 but the surviving spouse did not elect portability within two 

years of the date of death. If the surviving spouse, then passed away in 2026, after the current 

estate tax exemption sunsets and the lifetime exclusion resets at $5,000,000, with a $7,000,000 

estate, there would be federal estate taxes due on $2,000,000 of the estate. However, if the 

surviving spouse would have filed a timely estate tax return electing portability, they could have 

used their $5,000,000 lifetime exemption PLUS their deceased spouses “ported” $11,400,000 

exemption, thus paying $0 in federal estate taxes. Now with this new revenue procedure this 

surviving spouse now has until 2024 to elect portability. While these numbers all seem quite 

large, when you include checking/savings, brokerage accounts, IRAs, life insurance and real 

estate, with corresponding appreciation over the next 10-20 years, a $5,000,000 estate value 

will be reachable for many.  

 

The revenue procedure requires the following: 

✓ The decedent must have been a citizen or resident of the United States on the date of 

death.  

✓ The Executor must not have been required to file an estate tax return. 

✓ The Executor must not have timely filed the estate tax return within nine months after 

the decedent’s date of death.   

 

The process to elect portability includes the executor filing a properly prepared Estate Tax 

Return, Form 706, on or before the 5th anniversary of the decedent’s date of death. The 

executor must state at the top of the Form 706 that it is "filed pursuant to Rev. Proc. 2022-32 

to elect portability under Sec. 2010(c)(5)(A)." 

 

 Tax-Loss Harvesting  

The only upside to drawdowns in asset values is the opportunity to harvest losses for tax 

purposes. The IRS allows investors to offset capital gains with capital losses, eliminating any 

capital gains taxation. If an investor has more losses than gains in any given year, the IRS 

allows for up to $3,000 of ordinary income to be offset by capital losses. Any further losses 

beyond that are allowed to be carried forward indefinitely. Barrister has been harvesting 

losses this year while reinvesting the proceeds in similar asset classes, utilizing these losses 

while maintaining proper market exposure.  
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MARKET & ECONOMIC INDICATORS 
 

 

 

Indicator Note [change vs prior quarter]

Investor Sentiment AAII 26.9% Bullish [-5%] | 26.6% Neutral [-14%] | 46.5% Bearish [+19%]

Investor Sentiment CNN 27 Fear [-19]

Leisure and Entertainment (PEJ) Down 24.63% YTD [-24.34%], trailing the S&P 500 by 6.32%

Technology (XLK) Down 23.52% YTD [-15.1%], trailing the S&P 500 by 5.21%

SemiConductors (SMH) Down 30.44% YTD [-17.81%], trailing the S&P 500 by 12.13%

Financials (XLF) Down 17.86% YTD [-16.37%], beating the S&P 500 by .45%

Staples (VDC) Down 5.20% YTD [-3.59%], beating the S&P 500 by 13.11%

Healthcare (XLV) Down 6.91% YTD [-4.45%], beating the S&P 500 by 11.4%

Utilities (XLU) Down 1.11% YTD [-5.83%], beating the S&P 500 by 17.2%

Commodities (GSG) Up 27.94% YTD [-4.44%], beating the S&P 500 by 46.25%

20yr+ Treasury (TLT) Down 20.86% YTD [-10.23%], trailing the Barclays Bond Index by 11.37%

2yr/10yr Government Bond Spread Spread is negative at -.20% [-.24 bps]

High Yield Bonds (HYG) Down 11.16% YTD [-6.43], trailing the Barclays Bond Index by -1.67%

HYG spread vs 10yr Treasury +553 bps [+210 bps]

YOY Corporate Earnings Companies are reporting earnigns that are 2% above estimates

Central Bank Activity In June the Fed raised 75 bps, the biggest hike since 1994

Average Hourly Earnings YOY decrease of 3.6% [-1%] for the period ending June 2022

Fund Flows Outflows of $500 million for Equity Funds and $16.82 Billion for Bond Funds

Advanced/Decline Line S&P 500 S&P 500 and Nasdaq slightly off 2022 lows

Merger & Acquisition Activity M&A deal activty decreased 7.5% in May, but 9% more was spent on deals
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DISCLOSURES 

 
Past performance may not be indicative of future results.  Historical performance results for investment 

benchmarks/indexes have been provided for general comparison purposes only, and generally do not 

reflect the deduction of transaction and/or custodial charges, the deduction of an investment management 

fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing historical 

performance results. It should not be assumed that an account’s holdings correspond directly to any 

comparative benchmark or index.  Each index used as proxy for a given asset class/investment category 

referenced in this newsletter is a commonly used benchmark for that asset class.  An investor may not 

directly invest in an index.  

 

Some information in this newsletter is gleaned from third party sources, and while believed to be reliable, 

is not independently verified. Other information presented herein is based upon facts derived from publicly 

available information, and is also based on certain assumptions, including that there are no additional 

changes to current tax law, and that demographic information regarding retirement plan contributions 

also remains unchanged. 

 

This material is intended to be educational in nature, and not as a recommendation of any particular 

strategy, approach, product or concept for any particular advisor or client.  These materials are not 

intended as any form of substitute for individualized investment advice.  The discussion is general in 

nature, and therefore not intended to recommend or endorse any asset class, security, or technical aspect 

of any security for the purpose of allowing a reader to use the approach on their own.  Before participating 

in any investment program or making any investment, clients as well as all other readers are encouraged 

to consult with their own professional advisers, including investment advisers and tax advisors.  Barrister 

can assist in determining a suitable investment approach for a given individual, which may or may not 

closely resemble the strategies outlined herein. 

 

Barrister is registered as an investment adviser within the jurisdictions in which it is required to do so, 

Registration as an investment adviser does not imply any certain degree of skill or training.  Barrister’s 

ADV Firm Brochure is available at www.Barrister.net 

 


