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Economic & Market Perspectives

Stocks and bonds declined for the
third consecutive quarter, the longest
streak in almost 50 years. The S&P
500 fell 5.3%, 10 year Treasury yields
rose 85 basis points, and two year
yields rose 130 basis points resulting
in the most inverted yield curve in
several decades. The dollar rose for
the fifth straight quarter, increasing
7%, the largest quarterly gain in
nearly 8 yeats.

The big story for the quarter was the
tightening of financial conditions
driven by expectations of a more
aggressive global rate hike cycle
leading to increased fears of reces-
sion. A second overhang that will be
watched in Q4 is the risk that earn-
ings expectations (which are too
high) may fall. By the end of the
quarter, worries surfaced that tighter
financial conditions could lead to
liquidity or credit problems and a
break in the system. Crude oil fell
more than 20% and gold dropped
neatly 8%.

The world has entered a high risk
zone as a consequence of the largest
rise in inflation in 40 years, rise in
policy rates, several developed mar-
ket countries having excessive debt
levels, some poortly timed fiscal ac-
tions, and the awakening of the bond
vigilantes.

The US economic foundation is
solid (consumer, corporate, jobs),

but the odds of a US recession oc-
curring next year have increased.
While a tight labor market and ro-
bust consumer cash levels have pre-
vented a recession, it seems increas-
ingly likely that in 2023 a hard land-
ing will be a result of higher inflation
and in turn higher interest rates.

The negative economic growth that
occurred in the US in the first half of
the year was driven by an export
shock in Q1 and a substantially nega-
tive contribution to growth from
inventories in Q2. During that peri-
od, job growth remained quite
strong, and consumer spending was
growing at a modestly sub-trend pace
— patterns that are not consistent
with a recession.

We continue to expect inflation to
decline from the 8-9% level at the
peak to 4-5% on an annual basis by
year-end. Contributors to the de-
cline include the Fed’s tightening
process intended to slow growth, the
significant slowing in money growth,
the strength in the dollar, lower com-
modity prices, and some improve-
ment in supply chain disruptions.

The Fed will deliver on its projected
rate hikes in the next two meetings
but could pause by Q1 of next year
to assess the impact on the economy.
This would open a window for bond
yields to consolidate from oversold
levels.

Quick Recovery for Unemployment Rate

2022 Returns
S&P 500 -23.87%
NASDAQ -32.35%
Russell Small Cap -25.10%
Russell Mid Cap -24.27%
MSCI EAFE -27.09%
MSCI World -2542%
Barclay US Agg. Bond ~ -14.61%
Barclay Municipal -12.13%
Bond

Stocks have retraced there late

summer gains as investors came to
the realization that they jumped the
gun on the disinflationary natrative
in reaction to the July CPI release.
The recent revisions to the
FOMC's expected path of interest
rates at its September meeting
prompted an acceleration of the
equity selloff. Equities will likely
continue to face headwinds as eco-
nomic and earnings expectations
decline even as the Fed pushes
interest rates into restrictive territo-
ry. It is possible, if not likely, that
absent a liquidity or ctedit accident,
equities have limited downside risk,
but in the near term, probably not
much upside potential.

Source: Bob Doll, Crossmark Global
Investments

The U.S. unemployment rate skyrocketed to 14.7% in April 2020 when the economy shut down in response to the
pandemic. This was by far the highest rate since the current tracking system began in 1948. Fortunately, employ-
ment has recovered at a record pace — the unemployment rate was just 3.6% in March, April, and May 2022, nearly

the same as before the pandemic.
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How Much Life Insurance Do You Need?

Throughout your life, your financial
needs will change and life insurance can
help you meet some of those needs. But
how much life insurance do you need?
There are a number of approaches to
help determine how much life insurance
you should have. Here are three of those
methods.

Family Needs Approach

With this approach, you divide your
family's financial needs into three main
categories:

e Immediate needs at death, such as
cash needed for estate taxes and
settlement costs, credit-card and
other debts including a mortgage
(unless you choose to include mort-
gage payments as part of ongoing
family expenses), and an emergency
fund for unexpected costs

e Ongoing income needs for expens-
es such as food, clothing, shelter,
and transportation, which will vary

in amount and duration, depending
on a number of factors, such as
your spouse's age, your children's
ages, your surviving spouse's in-
come, your debt, and whether you'll
provide funds for your surviving
spouse's retirement

e Special funding needs, such as col-
lege, charitable bequests, funding a
buy/sell agteement, or business
succession planning

Once you determine the total amount of
your family's financial needs, subtract
that total from the available assets your
family could use to help defray some or
all of these expenses. The difference, if
any, represents an amount that the life
insurance proceeds, and the income
from future investment of those pro-
ceeds, might cover.

Income Replacement Calculation

This method is based on the premise
that family income earners should buy

Interest in Life Insurance Stays Strong

68%

of life insurance owners report
feeling financially secure

44%

say they’d face financial hardship
within 6 months if a primary
wage earner died

41%
say they need life insurance —
or more of it

31%

of people say COVID-19 has made
: it more likely they’ll purchase life
k insurance within the next 12 months

enough life insurance to replace the loss
of income due to an untimely death.
Under this approach, the amount of life
insurance you should consider is based
on the value of the income that you can
expect to earn during your lifetime, tak-
ing into account such factors as inflation
and anticipated salary increases, as well
as the interest that the lump-sum life
insurance proceeds may generate.

Estate Preservation and Liquidity
Needs Approach

This method attempts to calculate the
amount of life insurance needed to settle
your estate. Settlement costs may include
estate taxes and funeral, legal, and ac-
counting expenses. The goal is to pre-
serve the value of your estate at the level
priot to your death and to avoid an un-
wanted sale of assets to pay for any of
these estate settlement expenses. This
approach takes into consideration the
amount of life insurance you may want
in order to maintain the current value of
your estate for your family, while provid-
ing the cash needed to cover death ex-
penses and taxes.

Unfortunately, many people underesti-
mate their life insurance needs. Often,
the purchase of life insurance is based
solely on its cost instead of the benefit it
might provide. By the same token, it's
possible to have more life insurance than
you need. September is Life Insurance
Awareness Month, a good time to review
your life insurance to help ensure that it
matches your current and projected
needs.

The cost and availability of life insurance depend
on factors such as age, health, and the type and
amonnt of insurance purchased. Before imple-
menting a strategy involving life insurance, it
would be prudent to make sure that you are
insurable. As with most financial decisions,
there are expenses associated with the purchase
of life insurance. Policies commonly have mortal-
ity and excpense charges.

Any gnarantees are contingent on the financial
strength and claims-paying ability of the issuing
insurance company. Optional benefits are avail-
able for an additional cost and are subject to
contractual terms, conditions, and limitations.

BUILDING WEALTH.
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The Potential Benefits of Roth IRAs for Children

Most teenagers probably atren't thinking
about saving for retirement, buying a home,
or even paying for college when they start
their first jobs. Yet a first job can present an
ideal opportunity to explain how a Roth
IRA can become a valuable savings tool in
the pursuit of future goals.

Rules of the Roth

Minors can contribute to a Roth IRA as
long as they have earned income and a par-
ent (or other adult) opens a custodial ac-

%?

count in the child's name. Contributions to a
Roth IRA are made on an after-tax basis,
which means they can be withdrawn at any
time, for any reason, free of taxes and penal-
ties. Farnings grow tax-free, although non-
qualified withdrawals of earnings are gener-

ally taxed as ordinary income and may incur
a 10% early-withdrawal penalty.

A withdrawal is considered qualified if the
account is held for at least five years and the
distribution is made after age 59%2, as a
result of the account ownet's disability or
death, or to purchase a first home (up to a
$10,000 lifetime limit). Penalty-free eatly
withdrawals can also be used to pay for
qualified higher-education expenses; howev-
er, regular income taxes will apply.

Roth IRAs offer an opportunity to learn about
important concepts that could provide a
lifetime of financial benefits.

In 2022, the Roth IRA contribution limit for
those under age 50 is the lesser of $6,000 or
100% of earned income. In other words, if a
teenager earns $1,500 this year, his or her
annual contribution limit would be $1,500.
Other individuals may also contribute direct-

Paying for College: Pieces of the Funding Puzzle

ly to a teen's Roth IRA, but the total value of
all contributions may not exceed the child's
annual earnings or $6,000 (in 2022), which-
ever is lower. (Note that contributions from
others will count against the annual gift tax
exclusion amount.)

Lessons for Life

When you open a Roth IRA for a minor,
you're giving more than just an investment
account; you're offering an opportunity to
learn about important concepts that could
provide a lifetime of financial benefits. For
example, you can help explain the different
types of investments, the power of com-
pounding, and the benefits of tax-deferred
investing. If you don't feel comfortable ex-
plaining such topics, ask your financial pro-
fessional for suggestions.

The young people in your life will thank you
— sooner or later.

For questions about laws governing custodial Roth IRAs,
consult your tax or legal professional. There is no assurance
that working with a financial professional will improve
investment results.

The typical family uses a combination of income, savings, borrowing, and grants/scholarships to pay for college. Not surprisingly, the largest
source of funding — 45% — comes from parents in the form of current income and savings.

Starting a college fund as early as possible and aggressively looking for grant aid at college time can help families reduce the amount they may
need to borrow, giving students greater flexibility when making decisions. Colleges are usually the best source of grant aid. A net price calculator
(available on every college website) can help students estimate how much grant aid they might receive at specific colleges.

College funding sources for the 2020-2021 school year

45%
Parent income
& savings

9%

Parent borrowing

25% Grants & scholarships

11% Student borrowing

8% Student income & savings

2% Relatives & friends
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Retirement Savings in a Volatile Market

If you worry about your retirement investments
during market downturns, you're not alone. Unfot-
tunately, emotions are often the enemy of sound
investing. Here are some points to help you stay
clear-headed during periods of market volatility.

Markets Rebound

Historically, even the worst bear market has
bounced back and eventually gone on to reach new
highs. In fact, since 1970, bear markets have lasted
an average of 14 months.

A Chance to Buy Low

If you're investing a set amount of money on a
regular basis, such as in a retirement plan account,
you're buying fewer shares when prices are high and
more shares when prices are low — one of the
basic tenets of investing wisely.
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Systematic investing involves making continuous
investments on a regular basis, regardless of fluctu-
ating share prices. Although this strategy does not
ensure a profit or prevent a loss, you must be finan-
cially able to continue making purchases through
extended periods of high and low price levels.

Retiree Strategies

The risk of experiencing poor investment returns
just before or in the early years of retirement is a
significant factor that can affect a nest egg's long-
term sustainability. Fortunately, some strategies can
help mitigate this risk.

For example, consider a tiered investment strategy,
in which you divide your portfolio into tiers repre-
senting your short-, medium-, and long-term needs
for income and growth.

The short-term tier(s) could contain the amount
you need for about two to five years, invested in
assets designed to preserve value. The medium-
term tier(s) could hold investments that strive to
provide income for perhaps three to 10 years, bal-

anced with some growth potential. The longer-term
tier(s) could hold higher-risk, higher-growth poten-
tial assets that you wouldn't need for at least 10
years. Generally, this tier is intended to feed the
shorter-term tiers and fuel the strategy over the
course of your retirement.

Another possible strategy is using a portion of your
retirement savings to purchase an immediate annui-
ty, which offers a predictable retirement income
stream you could pair with Social Security and any
other steady income sources to cover your fixed
expenses.

An immediate annuity is an insurance-based con-
tract in which you pay the issuer a single lump sum
in exchange for the issuet's guarantee of regular
income payments for a fixed period or the rest of

$2,051,934
7/31/2022
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your life. With some exceptions, you typically re-
ceive fixed payments with little or no variation in
the amount or timing. When purchasing an immedi-
ate annuity, you relinquish control over the amount
you invest.

A Financial Professional Can Help

If volatile markets prompt you to question your
retirement investing strategy, your financial profes-
sional can be an objective third party to help ease
your worties and evaluate possible portfolio shifts.

Bear Markets Eventually End

A bear market is generally defined as a loss of at
least 20% from a recent high. From 1970 to 2021,
there were seven bear markets, the longest lasting
less than three years. A new bear market began in
January 2022. Despite these down periods, a hypo-
thetical $10,000 investment in the S&P 500 in 1970
would have grown to more than $2 million by 2022.

Source: S&P Dow Jones Indices and Refinitiv,
2022, for the period 1/1/1970 to 7/31/2022.

Financial Solutions’ newsletter is published for the exclusive use of onr clients and friends and is not intended as investment, legal or tax advice. This newsletter was prepared using information from
third-party sonrces, which we believe to be reliable; however, we have not andited the data from these sources and are not responsible for its accuray.



