
 

 

If you have any questions on this or any other investment, liquidity or cash 
management topic don’t hesitate to call us at the number to the right. If you don’t 
wish to receive future newsletters or there are others in your Mutual whom you 
would like us to include on our distribution, drop us an e-mail @ 
info@legacywealthmgt.net. 

 

4 Mutual’s Benefit 
 

 

SURPLUS MANAGEMENT: WHAT TO WATCH FOR IN 2020 
To say we are living in interesting times 

seems a bit of an understatement for 2020.  

One of the strategic intelligence sources we 

utilize looks at our world’s politics; alliances; 

and history; then applies Bayes’ Theorem to 

anticipate how financial markets might be 

affected. Their goal is to make the complex 

simple.  It’s a lofty goal, but they have a good 

track record. 

Here is a short list of area’s this source feels 

we should be keeping an eye on for 2020: 

Federal Reserve Policy 

• Yield curve inversions and negative 

interest rates continue to disrupt the fixed 

income markets where most mutuals find 

their investments.  

• Unprecedented volatility as seen in the 

yield on the 10-year Treasury dropping 

8% in less than an hour on 2/24/20. 

• The Repurchase Agreement (Repo) 

market is the new Quantitative Easing 

(QE) tool (think currency printing press) 

that brings inflationary pressures with it. 

• The Fed’s prediction track record is not 

very good so be careful relying on their 

statements and prognostications. 

Global Social Unrest 

• Check out the Council on Foreign 

Relations Global Conflict Tracker  

Trade and Currency Wars 

• Trade and currency wars are nothing new 

and are lengthy historically. 

• As Sovereign banks are running their 

printing presses, there appears to be a 

race to the bottom on interest rates. 

2020 US Elections 

• Markets don’t like uncertainty. The 

electorate’s acceptance of socialist 

policies in campaign rhetoric and 

platforms are disturbing capital 

markets and is likely to lead to 

increased volatility. Watch for 

corporate profits to head back offshore 

if these candidates gain popularity. 

Gold as a Monetary Asset 

• Sovereign banks, countries and others 

are accumulating gold in record 

quantities.   

• Recent Basel-III guidelines from BIS 

(Bank of International Settlements) 

have moved gold from a Tier 3 to Tier 

1 status as a bank reserve asset. 

Black Swan Event 

• A Black Swan in financial markets is a 

major unprecedented event, thus 

rendering useless risk management 

models based on historic data. 

• Could the Covid-19 virus be such an 

event? At a minimum it might be a 

force multiplier enhancing the effects 

of the other pressures on our global 

financial system as it impacts supply 

chains, health systems and worker 

productivity. 

Winter 2020 

• Surplus Management: What 

to watch for in 2020 

– Page 1 

• 5 Step Lazy Money Action 

Plan For MO Mutuals  

– Page 2 

 

Black Swan Event 
An event or occurrence that 
deviates beyond what is 
normally expected of a 
situation and that would be 
extremely difficult to predict 
thus rendering useless risk 
management models based on 
historic data. 

Need help making the 
complex world of 
institutional investing 
simple? 

Legacy Wealth offers indepen-
dent investment assistance 
with consolidated reporting to 
Missouri Mutuals and other 
institutional investors. Call us 
at 816-454-0447 if you think 
your members deserve the 
skills and attention of an 
institutional money manager. 

  

https://www.legacywealthmgt.net/institutional-investors/
https://www.legacywealthmgt.net/
https://www.investopedia.com/terms/b/bayes-theorem.asp
https://www.cfr.org/interactive/global-conflict-tracker?category=us
https://www.cfr.org/interactive/global-conflict-tracker?category=us
https://www.bis.org/bcbs/basel3.htm
https://www.cdc.gov/coronavirus/2019-ncov/index.html


 

 

Securities offered through Registered 
Representatives of Cambridge Investment 
Research, Inc., A Broker/Dealer, Member 
FINRA/SIPC.  Advisory Services through 

Cambridge Investment Research Advisors, Inc., a 
Registered Investment Advisor.  Legacy Wealth 

Management & Cambridge are not affiliated. 

 

5 STEP LAZY MONEY ACTION PLAN FOR MO MUTUALS 
Grow your surplus & meet your fiduciary duties by eliminating Lazy Money  

As we work with Missouri Mutuals and review 

publicly available reports, we tend to notice 

some of the same financial missteps time and 

again. One of the most common issues we see is 

investment portfolios that include what we call 

‘Lazy Money.’ Lazy Money is money that is 

under-employed or isn’t working at all for your 

policyholder members. Lazy Money doesn’t 

provide adequate returns on your investment and 

contribute what it should to your policyholder 

surplus and underwriting capacity. Below are 

several examples of Lazy Money you might 

have in your Mutual: 

Claims Checking Account: Using an account 

that doesn’t earn interest on outstanding claims 

checks…checks that may sit uncashed for 

weeks, months or sometimes years is Lazy 

Money! 

Certificates of Deposit: CD’s typically pay a 

fraction of what could be earned if that same 

money were properly invested in an Institutional 

Investment product. CD’s are almost always 

Lazy Money!  

Retail Investment Products: Buying anything 

other than Institutional Investor grade products 

reduces returns due to high fees and 

commissions and likely results in lower returns 

because they’re Lazy Money! 

Bank Accounts: Excess funds sitting in a bank 

account are typically lazy money because they 

typically pay little or no interest.  FDIC 

Insurance issues can also arise once your mutual 

has more than $250,000 in all accounts 

(including CD’s) at any one bank. 

Lazy Money Action Plan for your Mutual: 

1. Keep as little money as possible in non-

interest-bearing accounts. Transfer excess 

funds into your investment account 

regularly. Money can easily be transferred 

back if necessary. 

2. Identify liquidity needs for operating 

capital – How much do you need to get 

through the typical month? Dynamically 

invest everything else. 

3. Identify liquidity needs for shock losses 

& cat situations based on your reinsurance 

contract & typical turnaround times. Keep 

these sums invested in liquid institutional 

investments that can be transferred into an 

interest-bearing money market account with 

check writing at a moment’s notice. 

4. Utilize interest paying money market 

accounts for short term cash management 

& invest the rest in Institutional 

Investment Products. Legacy Wealth’s 

clients have access to an account currently 

providing $1,500,000 in FDIC Insurance vs 

the $250,000 available in most banks.  Funds 

can be moved between investment accounts 

and money market accounts at any time. 

5. Work your plan regularly to eliminate 

any new Lazy Money and keep that surplus 

working for you & your policyholder 

members. 

Call us at 816-454-0447 to help you improve 

your policyholder surplus by eliminating 

Lazy Money 

 

 

 

Lazy Money is 
money that is 
underemployed 
or isn’t working 
at all for you 
policyholder 
members. 

https://www.legacywealthmgt.net/
https://www.legacywealthmgt.net/who-we-are/

