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The first six months of 2022 have been trying even for the most seasoned of
investors. We have written that a number of unusual economic and political
circumstances have led to an environment where no asset class has been
unaffected.  And while it may seem that there is no reason and certainly no
logic behind how markets and economies have reacted, in fact much can be
explained. The primary reasons behind the volatility in prices and scarcity of
goods and services can be attributed to increased consumer demand across
many sectors creating shortages of commodities; basic materials such as
lumber and copper, manufactured goods and the supplies to make them such
as semiconductor chips, and labor. Add to that the war in Ukraine which has
added shortages in energy and food supplies. All this activity has produced an
inflationary environment which the Fed and all global central banks have been trying to control by
raising interest rates.

This has had the desired effect with prices for copper, lumber, oil, natural gas, gold and silver, wheat
and corn all dropping to levels close to the beginning of the year. In addition, used car prices have fallen
as have housing starts. Even this basic understanding leaves the question as to what to do as an
investor. Stock prices have fallen below the 25-year valuation average of 16.85 to 16.00 as of July 1.
This indicates that stocks are more reasonably priced.  We believe that as inflation decreases, and the
Fed stops or slows interest rate increases that equity prices will rebound. On the fixed income side,
yields are higher than we have seen for a very long time which creates opportunities to lock in higher
rates.

Given that markets move ahead of the actual economic event we could see a rebound of stock prices
fairly soon. Of course, my crystal ball is not as predictive as I would like it to be, I do know that even
with this 20% drop in equity index values that 5- and 10-year returns look good, a reminder that
investing in stocks is a long-term proposition. We are in the process of our annual portfolio rework
where we will re-vet investment positions, make decisions on growth versus value orientations, and
stock versus bond ownership.

We welcome our new staff member Meg Basten this month, she would love to meet everyone the next
time you are in the office! 

Elyse

What is Tax-Loss Harvesting? - Harbor Wealth Management

Tax-loss harvesting is a strategy involving the selling of securities at a loss to offset the

https://harbor-wealthmanagement.com/news-views/investments/what-is-tax-loss-harvesting/
https://harbor-wealthmanagement.com/news-views/financial-planning/understanding-the-backdoor-roth-strategy-and-the-irs-pro-rata-rule/
https://open.spotify.com/episode/53O4x2WdbxtYjWLoUd4ITu


amount of capital gains when other securities are sold at a profit. The tax benefits from
this strategy not only include taxes saved from offsetting gains and losses; if capital
losses exceed capital gains in a given year, the...

Read More

Colorado TABOR Reimbursement

In Colorado, much has been in the news lately about a state tax refund due to the TABOR
amendment. The Taxpayer’s Bill of Rights (TABOR) was signed into law in 1992 and limits the
amount of revenue the state can retain and spend unless authorized by voters. Excess revenue
must be returned to Colorado taxpayers; there are three refund mechanisms. 

For the first, the law mandates that the State of Colorado reimburse local governments
for property tax exemptions claimed by local seniors and disabled veterans. 

If there are still excess funds after that reimbursement, the state implements a
temporary state tax rate reduction that applies to every individual, corporation, estate
and trust for the applicable tax year. 

If there is still a surplus after the tax reduction, the state funds a sales tax reduction that
is claimed on the state tax return, the amount based on adjusted gross income.

For 2021, the TABOR surplus was large enough to fund all three of the above mechanisms with
excess funds still left over. The most current estimate is that $750 per taxpayer will be refunded
to those who file a 2021 tax return. Those who file by 6/30/2022 should receive their refund by
9/30/2022. Those who extend their returns after June but file before the 10/17/2022 deadline will
receive the refund by 1/31/2023.
Click here for more information.

~Carolyn E. Rice

Fund Focus: Vanguard
Dividend Growth (VDIGX)

This quarter, we are highlighting
Vanguard Dividend Growth (VDIGX). A
long-term holding in Harbor’s portfolio
models, this large cap growth fund is
comprised of 42 high quality stocks of
companies that are reasonably priced and
have the potential for long-term growth
and income. The companies have cash
positions and competitive advantages to
help maintain and grow their dividend
payments, one of the funds main
objectives. VDIGX is an actively managed

Quarter Market Recap

Markets continued to slide during the 2nd
quarter as inflationary pressures mounted
and recession fears circulated. Inflation
has been driven by soaring consumer
demand & supply chain disruptions
caused by Covid variants, and more
recently, China’s zero-Covid policy that
resulted in production and shipping
delays. Russia’s invasion of Ukraine has
also contributed to the increase in
inflation. Sanctions designed to cripple the
Russian economy have caused global
increases in food prices and energy

https://harbor-wealthmanagement.com/news-views/investments/what-is-tax-loss-harvesting/
https://tax.colorado.gov


fund with a turnover rate of 15% and an
expense ratio of 0.27% both of which are
low for this category of funds. This fund
also provides broad diversification across
targeted sectors including health care,
industrials, consumer staples, consumer
discretionary, financials and
technology. VDIGX’s performance can lag
when equities surge, but its defensive
stock positions provide protection during
downturns like we have incurred the first 6
months of this year. We value the stability
of returns and efficient management as an
important portion of our core US equity
exposure.    

Emily Lucero

costs. The Fed’s aggressive interest rate
increases and quantitative tightening are
meant to tame inflation by slowing down
the economy without sending it into
recession. This policy seems to be having
some effect with growth in GDP showing
signs of slowing down and higher prices
freeing up supply as demand has
fallen. Although a recession is possible, it
is not eminent. Other indicators, such as
manufacturing, spending and
employment, remain strong.

There were few safe havens for investors
during the quarter. The S&P 500 was -
16.45%, the Russell 2000 was -17.49%,
the MSCI EAFE was -15.37% and the
Barclay’s Aggregate Bond was down -
4.69%. 

Karen Didde

Understanding the Backdoor Roth Strategy and the IRS Pro-
Rata Rule - Harbor Wealth Management

The strategy of a backdoor Roth IRA contribution seems to be coming up more and more
in conversations in the media. There are a few key things to know about the process,
who is eligible, the IRS pro-rata rule, and how the conversation in Washington DC could
impact the strategy.

Read More

 
SPAN - Safehouse Progressive Alliance
for Nonviolence
SPAN is a human rights organization committed to
ending violence against adults, youth, and children
through support, advocacy, education, and
community organizing.

Boulder Community Health Foundation

https://harbor-wealthmanagement.com/news-views/financial-planning/understanding-the-backdoor-roth-strategy-and-the-irs-pro-rata-rule/
https://www.safehousealliance.org/
https://www.bch.org/foundation/about-us/


The BCH Foundation inspires giving in support of
BCH to enhance the quality and availability of
health care in our community. 

Harbor donates to numerous charitable
organizations annually and we've dedicated
this section of our newsletter to share
information about these charities.

Want to hear more about the work we do
here at Harbor? Check out our newly
launched Lifeworks Podcasts. 

Episode 1, The History of Harbor Wealth
Management.  Enjoy this interview with
Elyse!

We can't wait for you to hear more of our
stories that can help you make your Life
Work. Be sure to subscribe wherever you
listen to podcasts.

HARBOR HAPPENINGS

Welcome Meg Basten!
We are happy to announce that Meg Basten
has joined Harbor Wealth Management’s team
as a Client Service Manager. She is
responsible for providing overall client service,
account maintenance, and financial planning
updates.

Have you visited us on Instagram? Take a
look at Harbor's Instagram account for fun facts
and tips on managing your finances, financial
planning, investments, and more. Watch for our
Instagram Stories too!

Say
Hello!

2022 Office Closures 

Our office is closed on the following New York
Stock Exchange holidays in 2022: September 5,
Labor Day; November 24 and the afternoon of
Nov 25, Thanksgiving; and December 26,
Christmas.

Securities Offered through Schwab Institutional. Member
FINRA and SIPC.

Visit our Website
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