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The Essentials of Estate

DEBBIE ROBINSON
Director of Wealth Management

Estate planning is more than writing a will or executing a trust.
The objective of estate planning is to ensure that your assets and
all that you’ve worked hard to accumulate end up in the hands
of your heirs or designated beneficiaries after your passing. This
process can seem overwhelming, which is why my team and I here
at Scharf Investments are prepared to help you walk through each
step of the process. Here are some essential estate planning tips
to consider.

Decide Where You Want Your Assets to Go

Draft Your Will or Trust

First, take inventory of your assets. This may include:

Once you know what you want to happen to your assets,
it’s time to draft your will or set up a trust. A will is a legal
document in which you detail what will happen to your estate
after you have passed away. A trust is a legal document
outlining how you would like your assets to be distributed
upon your passing. In many states, a will may be subject
to the probate process which can be lengthy and include a
requirement for public disclosure. Typically trusts are not
subject to probate and can make the process smoother for
those who are charged with distributing your assets.

•

Your standard savings/checking accounts

•

Your life insurance plan

•

Any retirement funds, such as an IRA or 401(k)

•

Non-retirement investments

•

Your home and any other properties you may own

•

Your business (if you are the owner)

•

Your car

•

Any other valuables, such as art collections and fine
jewelry

Once you have a sense of what your assets are, it’s time to
decide where you want them to go. Some of these assets,
such as your 401(k) and life insurance plan, will allow you
to directly name a beneficiary or beneficiaries. Many people
choose their spouse or another close family member.
Any remaining assets can be assigned a recipient in your
will or beneficiary of your trust. Recipients may be a spouse,
family member, or friend. You may also decide that you
want to distribute some of your wealth to a charitable
organization, a school, or a particular program that is
meaningful to you.
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The more specific you can be in your will or trust, the better.
For example, rather than stating, “I am leaving the money
in my savings account to my children,” you may want to
specify the amount each child will receive, whether that is a
percentage or a dollar amount. When the language is vague,
it can cause disputes and tension between recipients who
are left to decide how to divvy up their inheritance.
Hire a Legal Expert
We often hear the term “executor” in relation to legal
wills or estates. An executor is an individual named by the
deceased whose job is to make sure that the will or estate
plan is followed properly. Some people may choose a family
member or close friend to be their executor.

e Planning

We often recommend forgoing this route and, instead, hiring
a legal expert to manage your estate. First of all, working
with a legal professional during your estate planning process
can ensure that all of your documents are airtight and
that the risk for disputes in the distribution process is low.
Secondly, it can be advantageous to involve a third party in
your estate planning process, as they can advise you without
bringing in their personal feelings or motivations.

Come Up With a Guardianship Plan

Select Your Power of Attorney

Planning Can Protect What’s Important

Another important part of estate planning is selecting
your power of attorney. There are two that you will need to
consider.
The first is a medical power of attorney. The role of this
person is to make medical decisions for you in the event that
you become unable to make those decisions, yourself. This
should be someone you trust to act in your best interest, and
many people choose a spouse or adult-aged child for this role.
The second is a financial power of attorney. Someone
with financial power of attorney is similarly able to make
decisions for you in the event that you become unable to do
so yourself. These decisions only involve your finances. In
designating a financial power of attorney, you can decide if
this role is all-encompassing (involving all of your assets) or
only applies to certain assets.

If you are beginning your estate planning process while
raising children under the age of 18, you will need to come
up with a guardianship plan. A guardianship plan designates
who will provide full care for your children in the event that
you and your spouse pass away or become incapacitated
when your children are still minors. You can often include
this designation in your will.

Since the pandemic began, more and more people have
become interested in estate planning in the past year. If you
are ready to protect what’s most important in your life, use
these estate planning tips and make sure that all of your
bases (and loved ones) are covered.
The Wealth Management team at Scharf Investments
is here to help you through the process of creating and
implementing a plan to protect you and your heirs. We can
work with you and your existing estate legal counsel or we
can introduce you to a select group of estate planning law
firms that have provided exceptional service to our clients.
Please contact your Wealth Advisor today.
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INVESTMENT INSIGHTS

Story Time in America
Riveting Tales of Risk

ERIC LYNCH
Managing Director

It is story time in America. The better the story, the better
the stock. Not since the Tech Bubble in 2000 have earnings
become so disconnected from stock prices.

Disconnected Earnings and Stock Prices

Pent-up economic activity, $12 trillion in fiscal and monetary
stimulus, and a market bounce from last year’s 34%
decline in the S&P 500 all certainly justify a risk rally the
past year. Junk typically runs for 12-18 months following a
major market decline and this time has been no different.
Value Line classifies its 1,700 stock universe into normally
distributed Safety Ranks, which effectively serve as company
quality ratings based on inputs such as financial strength
and earnings persistence. Safety Rank 1 is the highest quality
category. While quality served investors well during the early
thralls of the pandemic in Q1 2020, risk has trounced it in
the year since.

Value Line Safety Ranks Median Return
Q1 2020

Source: Bloomberg

Since stocks bottomed in March 2020, narrative above all
else has stoked the imagination of investors—whether it be
the pandemic stay-at-home and open-up stories coalescing
around the growth vs. value trade, meme stocks, bitcoin’s
mythology or the explicit and unique ability of SPACs to
regale with grand financial forecasts. The lingua franca of all
these riveting tales is risk.

Source: Value Line, Bloomberg

The securities identified and described do not represent all of the securities purchased, sold or recommended for client accounts. The reader should not assume that
an investment in the securities identified was or will be profitable. All material of opinion reflects the judgment of the Adviser at this time and are subject to change.
This material is not intended as an offer or solicitation to buy, hold or sell any financial instrument or investment advisory services.
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Value Line Safety Ranks Median Return
3/31/2020 - 3/31/2021

2022 P/E

Return
on Total
Capital

Historical
5 Year
EPS
Growth
Rate

EPS
Growth
thru ‘23

Scharf Core Equity

17.1x

18.4%

8.8%

15.6%

S&P 500

19.9x

8.9%

3.5%

16.4%

Russell 1000 Value

16.7x

5.0%

0.2%

19.3%

Source: Bloomberg, Scharf Investments

Source: Value Line, Bloomberg

Risk stories have bid up asset prices across nearly all sectors
and equity styles—broad markets like the S&P 500, but also
growth and value indices like the Russell 1000 Value and
Russell 1000 Growth. Looking out to more normalized postpandemic earnings in 2022, percentile valuation rankings
are now not only near historical peaks for growth stocks, but
also for value stocks.

S&P 500

Russell 1000V

Russell 1000G

2022 P/E

19.9x

16.7x

26.4x

Percentile Rank

97.9%

98.4%

96.4%

Source: Bloomberg, Scharf Investments

While a broad reflation of the economy will likely make
value stocks more attractive than their growth counterparts,
we caution investors that now is the time to consider a
rotation within value to quality from risk. Given the speed
and severity of the last year’s risk rally, quality is trading near
historical peak discounts vs. junk. We last witnessed similar
discounts in the years following the tech wreck and the
Global Financial Crisis.

Tales of boring, quality value stocks might not delight the
Zoom cocktail party crowd. However, they should amply
capital appreciate and provide port in a storm when risks
like rising interest rates, tax rates, sovereign debt levels,
geopolitical pressures or a host of other unforeseen
conditions invariably arise in a Shangri-La market.

“

Given the speed and severity
of the last year’s risk rally,
quality is trading near historical
peak discounts vs. junk.

We are finding the best risk-adjusted opportunities in quality
companies that have the audacity of neither being the
clearest beneficiaries of big secular growth or a reflationary,
post-pandemic environment. In the aggregate, these “inbetween” high-quality portfolio businesses delivered positive
EPS growth in 2020 and we expect them to deliver doubledigit EPS growth through 2023 and beyond. They trade at
significant discounts to an elevated market and still offer a
significant equity risk premium.
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COMMUNITY ENGAGEMENT

Coastal Watershed Council

Connecting Youth with the Great Outdoors
As many parents and grandparents fully know, summer is
just around the corner. Summertime is so different for kids
than it was for most of us adults. And think about how much
summer activities have been turned on their head in the last
year! The Coastal Watershed Council is making sure that as
many kids as possible are still having fun and learning this
summer, including getting outside, building useful science
skills, and forming a personal bond with nature.
CWC shares Santa Cruz’s vision of a healthy, welcoming, and
fun San Lorenzo River that connects our diverse community
to nature, a river that is recognized as an attractive and
desirable destination for outdoor recreation and reflection.
The river is changing, and kids are a big part of the strategy
to positively transform it. When people see student groups
or families visiting the Santa Cruz Riverwalk, it changes
their perspective of this often-forgotten river. They start to
see the river as a place of possibility and wonder, a setting
of peaceful natural beauty, and a park for all community
members.
CWC’s summer camps build upon the organization’s
Watershed Rangers work with 76 teachers in 20 schools
during this virtual, hybrid, and in-person academic school
year. CWC camps support youth in Santa Cruz County to
explore, learn about and protect the San Lorenzo River. Kids
go on field trips to the river where they engage in hands-on
science investigations, such as collecting and observing
benthic macroinvertebrates or collecting water samples
to study water quality. They practice their own artistic
expression by painting watercolors of the river from their
own perspective. And they spend some free time to build
a deeper personal connection to this river that we rely
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upon and impact every day, yet some of us are too busy
to remember that key connection. In addition to building
science skills, social and emotional learning is critical for
youth as they transition from distance learning to hybrid
learning to summer, after a year full of nearly constant
adjustment.
CWC is excited to continue its camp partnership this
summer with the Boys and Girls Club of Santa Cruz County,
Nueva Vista Community Resources, and the Santa Cruz City
School District (Bay View and Gault Elementary Schools).
Kids at CWC’s camps might otherwise sit at home glued to
a screen much of this summer. All camps are free thanks
to generous community support from foundations and
individuals, but there is always more need than CWC can
meet.
If you’re moved to help youth with limited financial means
have an active summer of fun and learning, please make an
investment in these kids by donating to CWC at coastalwatershed.org/get-involved/donate. The kids, the river and
the community thank you.

Join our community
facebook.com/coastalwatershedcouncil
instagram.com/coastalwatershedcouncil

EVENTS

SCHARF INVESTMENTS

We are committed to providing clients with access to our team
of professionals and their insights and experience on a range of
topics. Our virtual events series includes opportunities to hear
from our investment team, as well as local business professionals
that we partner with to provide expertise on a variety of wealth
management solutions.

Tuesday, May 11, 2021
Q2 2021 Investment Insights webinar
2:00pm PT / 5:00pm ET
Please join us for this live webinar. Investment
committee members Eric Lynch and Gabe
Houston, CFA will discuss the current state of
the markets and economy, and review current
portfolio performance and positioning. A
question-and-answer period will follow. If you
miss the live call, a replay recording will be
available.
Call your Wealth Advisor at 831.429.6513
to register or email us at marketing@
scharfinvestments.com

June 2021
Business Owner webinar series
Navigating the Storms of Family
Business Succession
Bruce Johnsen, Bruce Johnsen & Associates
Business Owner webinar series
Employee Stock Ownership Plans:
Building Better Companies
Wendy Gilligan, JD, Employee Benefits Law
Group, PC
July 2021
Mid-Year Investment Review and Outlook
Scharf Investments Investment Committee
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Focused On Your Goals. Invested In Your Success.
Helping you achieve your goals is our passion. When you choose
Scharf Investments, you gain a partner committed to working with
you to provide individualized financial planning, strategic investment
management, and superior service. Building a relationship with you
is our privilege and our responsibility—because our efforts on your
behalf have real-life consequences. By thoroughly understanding your
needs, we can assist you decisively and responsively today and over
the long term.

16450 Los Gatos Boulevard, Suite 207
Los Gatos, CA 95032
831.429.6513
info@scharfinvestments.com

scharfinvestments.com

