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This year has certainly posed an
inordinate number of significant
challenges to all of us. In a typical July
Directions issue | might mention the
heat outside or the summer doldrums
that creep into the markets during this
time of year. This July it appears there
are more plates spinning than usual —
covid-19 and its effects, the
government at various levels dealing
with the same, the volatility of the
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markets, and yes, the heat of summer. | 20

encourage patience and perseverance

in these times. Enjoy this month’s Source: Federal Trade Commission, 2020
articles!

DIRECTIONS FOR LIFE

It is not good to have zeal without
knowledge, nor to be hasty and miss
the way.

Proverbs 19:2
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Managing Your Workplace Retirement Plans

About 80 million Americans actively participate in employer-
sponsored defined contribution plans such as 401(k), 403(b),
and 457(b) plans.1 If you are among this group, you've taken a
big step on the road to retirement, but as with any investment,
it's important that you understand your plan and what it can do
for you. Here are a few ways to make the most of this work-
place benefit.

Take the free money. Many companies match a percentage
of employee contributions, so at a minimum you may want to
save enough to receive a full company match and any available
profit sharing. Some workplace plans have a vesting policy,
requiring that workers be employed by the company for a cer-
tain period of time before they can keep the matching funds.
Even if you meet the basic vesting period, funds contributed by
your employer during a given year might not be vested unless
you work until the end of that year. Be sure you understand
these rules if you decide to leave your current employer.

Reasons to Contribute
Percentage of households with assets in defined contribution
plans who agreed with the following statements

= 9

My employer-sponsored retirement
plan helps me think about the
long term, not just my current needs

91%

¥ @

My employer-sponsored The tax treatment of my
retirement plan offers me a good retirement plan is a big
lineup of investment options incentive to contribute

83% 82%

Payroll deduction makes
it easier for me to save

92%

Bump up your contributions. Saving at least 10% to 15% of
your salary for retirement (including any matching funds) is a
typical guideline, but your personal target could be more or
less depending on your income and expenses. A traditional
employer-sponsored plan lets you defer income taxes on the
money you save for retirement, which could enable you to save

<
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more. In 2020, the maximum employee contribution to a 401
(k), 403(b), or 457(b) plan is $19,500 (526,000 for those age 50
and older).2 Some plans offer an automatic escalation feature
that increases contributions by 1% each year, up to a certain
percentage.

Rebalance periodically. Your asset allocation — the percent-
age of your portfolio dedicated to certain types of investments
— should generally be based on your risk tolerance and your
planned retirement timeline. But the allocation of your invest-
ments can drift over time due to market performance. Re-
balancing (selling some investments to buy others) returns a
portfolio to its original risk profile and does not incur a tax lia-
bility when done inside a retirement plan. Consider reviewing
your portfolio at least annually. Some workplace plans offer
automatic rebalancing.

Know your investments. Examine your investment options
and choose according to your personal situation and prefer-
ences; some employer-sponsored plans may automatically set
up new employees in default investments. Many plans have a
limited number of options that may not suit all of your needs
and objectives, so you might want to invest additional funds
outside of your workplace plan. If you do, consider the risk and
overall balance of your portfolio, including investments inside
and outside your plan.

Keep your portfolio working. Some employer plans allow
you to borrow from your account. It is generally not wise to use
this option, but if you must do so, try to pay back your loan as
soon as possible in order to give your investments the potential
to grow. Plans typically have a five-year maximum repayment
period.

All investments are subject to market fluctuation, risk, and loss
of principal. When sold, investments may be worth more or less
than their original cost. Asset allocation is a method used to
help manage investment risk; it does not guarantee a profit or
protect against investment loss. Distributions from employer-
sponsored retirement plans are generally taxed as ordinary
income. Withdrawals prior to age 59% may be subject to a 10%
federal income tax penalty.

1) American Benefits Council, 2019

2) Employer contributions are not included in these annual employee limits for 401(k) and
403(b) plans. Employers typically do not contribute to 457(b) plans, but any such contribu-
tions will count toward the employee limit. There may be additional catch-up contribution
opportunities for 403(b) and 457(b) plans.
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Turbulent Times: Bear Markets Come and Go

The longest bull market in history lasted almost 11 years before
coronavirus fears and the realities of a seriously disrupted U.S.
economy brought it to an end.!

Bear markets are typically defined as declines of 20% or more
from the most recent high, and bull markets are sustained in-
creases of 20% or more from the bear market low. But there is
no official declaration, so often there are different interpreta-
tions and a fair amount of debate regarding when these cycles
begin and end.

Between February 19 and March 23, 2020, the S&P 500 fell
34% and then took just 15 days to bounce back above the 20%
threshold that would technically mark the beginning of a new
bull market.’

Still, most investors wait to see if volatility subsides and higher
prices persist before they cheer the exit of a bear market. And
in the midst of the pandemic, without a clear economic picture,
it could be more difficult than usual to tell whether any market
advance is a short-term rally or the start of a longer upward
trend.

Historical Perspective

The CBOE Volatility Index (VIX), a closely watched measure of
stock market volatility and investor anxiety, hit all-time highs in
March 2020.°

If you are losing sleep over volatility driven by disheartening
news, it may help to remember that the economy and the stock
market are cyclical. There have been 10 bear markets since
1950 (not counting the one that began in 2020). Each of these
declines was triggered by a different set of circumstances, but
the market recovered eventually every time (see table).4

On average, bull markets lasted longer (1,955 days) than bear
markets (431 days) over this period, and the average bull mar-
ket advance (172.0%) was greater than the average bear mar-
ket decline (-34.2%).

The bottom line is that neither the ups nor the downs last for-
ever, even if they feel as though they will. There are buying
opportunities in the midst of the worst downturns. And in some
cases, people have profited over time by investing carefully just
when things seemed bleakest.
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Calendar  U.S.Stock
Bear Markets Days to Market
Since 1950 Bottom
August 1956 to October 1957 446 -21.5%
: December 1961 to June 1962 196 -2B.0%
February 1966 to October 1966 240 =22.2%
| November 1968 to May 1970 543 -36.1%
. January 1973 1o October 1974 630 48 Ik
| November 1980 to August 1982 622 ~27.1%
August 1987 to December 1987 101 -33.5%
July 1990 to October 1990 g7 ~19.9%*
March 2000 to Qctaber 2002 929 -49.17%
October 2007 to March 2009 517 —56.B%
Tl intiaday fow markes a decling of —20.2%, 5o s cyes 15 aften
cariaihsied o B Aaike]

Making Changes

If you're reconsidering your current investment strategy, a vola-
tile market is probably the worst time to turn your portfolio
inside out. Dramatic price swings can magnify the impact of a
wholesale restructuring if the timing of that move is a little off.

Changes in your portfolio don't necessarily need to happen all
at once. Having appropriate asset allocation and diversification
is still the fundamental basis of thoughtful investment planning,
so try not to let fear derail your long-term goals.

The return and principal value of stocks fluctuate with changes
in market conditions. Shares, when sold, may be worth more or
less than their original cost. Asset allocation and diversification
are methods used to help manage investment risk; they do not
guarantee a profit or protect against investment loss.

The S&P 500 is an unmanaged group of securities that is consid-
ered to be representative of the U.S. stock market in general.
The performance of an unmanaged index is not indicative of the
performance of any specific investment. Individuals cannot in-
vest directly in an index. Past performance is not a guarantee of
future results. Actual results will vary.

1-2,4) Yahoo! Finance, 2020 (data for the period 6/13/1949 to 4/7/2020)
3) MarketWatch, March 31, 2020
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Past performance may not be indicative of
future results. Different types of invest-
ments involve varying degrees of risk, and
there can be no assurance that future
performance of any specific investment,
investment strategy, or product or any
non-investment related content made
reference to directly or indirectly in this
newsletter (including investments and/or
strategies recommended or undertaken by
Smith Capital), will be profitable, equal any
corresponding indicated historical perfor-
mance level(s), be suitable for your
portfolio or individual situation, or prove
successful. Due to various factors, includ-
ing changing market conditions and/or
applicable laws, the content may no
longer be reflective of current opinions or
positions. You should not assume that any
discussion or information contained in this
newsletter serves as the receipt of, or as a
substitute for, personalized investment
advice from Smith Capital. If a reader has
any questions regarding the applicability
of any specific issue discussed above to
his/her individual situation, he/she is
encouraged to consult with a professional
advisor of his/her choosing. Smith Capital
is neither a law firm nor a certified public
accounting firm and no portion of the
newsletter content should be construed as
legal or accounting advice. If you are a
Smith Capital client, please remember to
contact Smith Capital, if there are any
changes in your personal/financial situa-
tion or investment objectives. A copy of
Smith Capital’s current written disclosure
statement is available upon request. Smith
Capital is an Investment Advisory Firm
registered with the SEC. Clients include
pension and profit sharing plans, endow-
ments, trusts, and individuals. The mini-
mum portfolio size is $500,000.

Address inquiries to: Smith Capital 100
River Bluff Drive, Suite 410 Little Rock, AR
72202 Phone: 501-228-0040 Toll Free 800-
866-2615 E-Mail: info@smithcap.com
Website: www.smithcap.com

Widespread smartphone use, loosening regula-
tions, and employers seeking health cost savings
are three trends that have been driving the rapid
expansion of telemedicine. And that was before
social distancing guidelines to help control the
spread of COVID-19 made the availability of re-
mote medical care more vital than anyone antici-
pated.

Easy Interaction with Health Professionals
Telemedicine offers a way for patients to interact
with doctors or nurses through a website or mo-
bile app using a secure audio or video connection.

Patients have immediate access to advice and
treatment any time of the day or night, while
avoiding unnecessary and costly emergency room
visits. And health providers have the ability to bill
for consultations and other services provided from
a distance.

Telemedicine can be used to treat minor health
problems such as allergies and rashes, or for an
urgent condition such as a high fever. It also
makes it easier to access therapy for mental
health issues such as depression and anxiety.

In other cases, doctors can remotely monitor the
vital signs of patients with chronic conditions, or
follow up with patients after a hospital discharge.

Telemedicine can also fill gaps in the availability of
specialty care, especially in rural areas.

Telemedicine offers a way for patients
to interact with doctors or nurses
through a website or mobile app using
a secure audio or video connection.

Offered by Many Health Plans

In 2019, nearly nine out of 10 large employers
(500 or more employees) offered telemedicine
programs in their benefit packages, but many
workers had not tried them out.

Only 9% of eligible employees utilized telemedi-
cine services in 2018 (the most recent year for
which data is available), even though virtual con-
sultations often have lower copays and are gener-
ally less expensive than in-person office visits, es-
pecially for those with high deductibles. !

If your health plan includes telemedicine services,
you might take a closer look at the details, down-
load the app, and/or register for an online ac-
count. This way, you'll be ready to log in quickly
the next time your family faces a medical problem.

1) Mercer National Survey of Employer-Sponsored Health Plans, 2019
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