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The effects of a financial crisis can be devastating. As an employee, you may lose your job or get 
a cut in pay. As an independent contractor your gig pipeline may dry up. As a business owner, 
you may lose revenues overnight that have taken you years to build up. And as a retiree, you may 
see your hard-won savings evaporate. You may feel panicky and that’s understandable. Even 
financial pros can feel unnerved when markets are crashing. 



 
 

         © Mandala Financial Advisors LLC 
 
 

2 

Take heart. I’ve now seen 8 financial crises in my working career resulting in a stock market drop 
of 20% or more. Each came with its own unique set of circumstances, but all shared a similar 
recovery over the 12 months that followed. 

Thriving in a financial crisis means being smart about navigating the personal financial hits while 
grabbing the opportunities that every crisis creates. I’ve complied this list of tips on how to thrive in 
a financial crisis: 

� Apply to State and Federal assistance programs. 
If you’ve lost your job, apply for unemployment compensation immediately. And depending 
upon the circumstances of the crisis, as in the case of this pandemic, there may be additional 
public assistance programs. Don’t let pride or shock get in your way of quickly moving to 
secure cash that’s available to you.  

� Don’t sell investments on feelings of panic. 
As you watch your stock investments freefall, do you feel compelled to sell and go to cash for 
safety? Acknowledge the feelings but don’t sell when markets are depressed unless you have 
no other choice. By selling you lock in losses and can miss out on much or all of the recovery.  

� Tap all your available sources of cash first.  
Spend down your existing pockets of cash during a financial crisis before selling your 
investments. Your bank savings and checking accounts are the obvious candidates but 
consider these, too: 

o Credit card points – Using accumulated points as cash comes in very handy when 
making purchases through an online retailer such as Amazon. 

o Refunds for pre-paid services – Cancel any pre-paid services that you can push off 
until later, particularly those where there’s little or no penalty (e.g. certain travel, tuition, 
etc.). 

o Lines of credit – If you have a home equity line of credit you’ve been paying down you 
may now have capacity to tap it for cash; lines of credit usually offer interest rates far 
lower than credit card rates. 

o 401(k) or 403(b) loans – You may face tax penalties for taking outright distributions 
from your qualified retirement accounts (e.g. IRA, 401(k)) before you reach the age of 
59½ (although the CARES Act has waived the 10% early withdrawal tax penalty for 
coronavirus-related hardship distributions). If you’re employed you may be able to 
instead borrow from your retirement accounts without any penalty. You’ll miss out on 
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some of the market recovery but you’ll be paying yourself interest on the loan instead 
of a credit card company or lender. Be sure you know the payback rules beforehand.  

� Lower your cash outflows. 
o Eliminate non-essential expenses – Download your credit card and checking 

account transactions for the past 3 months to a spreadsheet and categorize the 
expenses. Determine which types of expenses are non-essential such as travel, dining 
out, and subscriptions to premium channels. Be tough! Reduce or cancel these 
expenses until you are on more solid financial footing. 

o Negotiate lower credit card rates - Start making minimum payments if you need to 
conserve cash for essentials. But remember, credit card interest rates are usually high 
and it won’t take long for the accumulated interest to add up. Call the credit card 
company and try to renegotiate a lower rate or a doable payment plan. You can also 
consolidate the balances of all your cards to a single lower interest credit card. 

o Ask mortgage lender or landlord for forbearance – If you can’t afford to make your 
mortgage payment or pay your rent, call your lender or landlord to explain your 
situation. They may give you temporary forbearance which means you won’t have to 
make monthly payments for an agreed upon amount time. But interest will continue to 
accumulate on the delayed payments.  

� Look for opportunities. 
“Never allow a good crisis to go to waste. It’s an opportunity to do the things you once thought 
were impossible.” – Rahm Emmanuel, Mayor of Chicago and Chief of Staff to President 
Barrack Obama. Here are opportunities for you to consider: 

o Rebalance Your Portfolio – When the values of the stocks in your investment 
portfolio have been beaten down, it may present a good time to buy at bargain prices. 
You can easily do this by rebalancing your current portfolio. If you have targeted a 70% 
stock and 30% bond split in portfolio market value, a stock market crash may have left 
your portfolio value closer to a 55/35 stock/bond split. You can rebalance your portfolio 
back to a 70/30 split by selling a portion of your bonds and simultaneously reinvesting 
the resulting cash in stock.  

o Transfer Assets Outside Your Estate - If you’re at a wealth level where you may face 
gift and estate taxes, now may be an excellent time to transfer stock to loved ones 
while the values are depressed and more shares can be transferred beneath the 
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lifetime gift and estate tax exemption. Later appreciation during the recovery will be 
outside of your estate. 

o Transfer Traditional IRA assets to a Roth IRA - If the crisis has lowered your income 
this year, you may temporarily fall into a lower tax bracket. That may make it a good 
year to transfer some of your traditional IRA assets to a Roth IRA (known as a Roth 
Conversion). You’ll pay tax on the assets you convert, but at a lower rate. Your future 
distributions from the Roth IRA will be tax free even after your income recovers and 
you’re in the higher tax bracket again. 

o Transform your career – While most financial crises involve job losses, new jobs will 
be created to manage the outcomes of the crisis. If you lost your job or don’t like your 
current one, don’t wait for jobs to be posted; take the lead. If you have an idea, talk to 
your current or potential employer before someone else does. New industries will also 
be created by the crisis. Think about how Zoom has filled the need for digital meetings 
during this pandemic. Start networking externally and educate yourself on how 
business is adapting to the new normal; that’s where you’ll find the jobs. If you have 
the saved resources and an entrepreneurial spirit, this may also be the time to form 
that business you’ve been dreaming about. 

� Create a financial plan…it’s never too early or too late. 
Financial plans provide a map to reach your lifetime destinations such as starting a family, 
buying a new car or home, traveling, and retiring. Financial plans account for variables – such 
as financial crises – over the course of your journey. Having a plan in place prior to a crisis 
gives you more confidence to stay on course because you’ll know you have the necessary 
provisions to manage any storm.  
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Publication Disclaimers  

Information provided in this report is for informational and/or educational purposes only and is not, in any way, to be considered 
financial planning or investment management advice nor a recommendation of any investment product or issue. Advice may only be 
provided by Mandala Financial Advisor’s advisors after entering into a Client Advisory Agreement and providing Mandala Financial 
Advisors with all requested background and account information.  

The author contributing to this report certifies that:  

• All the views expressed in the research report accurately reflect his/her personal views about any and all of the subject 
securities or issues; and 	

• No part of his/her compensation was, is, or will be, directly or indirectly, related to the specific recommendation or views 
expressed by him/her in this report. 	

The information and opinions expressed herein are obtained from sources believed to be reliable and up-to-date; however, their 
accuracy and completeness cannot be guaranteed. Opinions expressed reflect judgment current as of publication and are subject to 
change.	

 


