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PULLBACKS, CORRECTIONS, AND BEAR MARKETS
When the market drops, some investors lose perspective that downtrends and
uptrends are part of the investing cycle. When stock prices break lower, it's a
good time to review common terms that are used to describe the market's
downward momentum.
Pullbacks.
A pullback represents the mildest form of a selloff in the markets. You might
hear an investor or trader refer to a dip of 5-10% after a peak as a "pullback."1
Corrections.
The next degree in severity is a "correction." If a market or markets retreat 10%
to 20% after a peak, you’re in correction territory. At this point, you’re likely on
guard for the next tier.2
Bear Market.
In a bear market, the decline is 20% or more since the last peak.2
All of this is normal.
"Pullbacks, corrections, and bear markets are a part of the investing cycle."
When stock prices are trending lower, some investors can second-guess their
risk tolerance. But periods of market volatility can be the worst times to consider
portfolio decisions.
Pullbacks and corrections are relatively common and represent something that
any investor may see from time to time in their financial life, often several times
over the course of a decade. Bear markets are much rarer. In fact, between April
1947 and September 2021, there have only been 14 bear markets.3
A retirement strategy formed with a financial professional has market volatility
factored in. As you continue your relationship with that professional, they will
also be at your side to make any adjustments and help you make any necessary
decisions along the way. Their goal is to help you pursue your goals.

Citations
1. Investopedia.com, August 23, 2021
2. Forbes.com, September 20, 2021
3. Investopedia.com, October 19, 2021
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ASSET CLASS

INDEX

4 WEEK

YTD

1 YEAR

3 YEAR

US Large Cap

S&P 500 TR

-5.26%

-5.26%

21.57%

18.64%

US Large Cap

Dow Jones TR

-3.32%

-3.32%

17.17%

12.01%

US Small Cap

Russell 2000 TR

-9.66%

-9.66%

-2.18%

10.60%

International

MSCI EAFE NR USD

-4.86%

-4.86%

4.63%

6.67%

Taxable Bonds

Barclays US Agg Bond TR

-2.15%

-2.15%

-2.97%

3.67%

YOUR EMERGENCY FUND: HOW MUCH IS ENOUGH?
Have you ever had one of those months? The water heater stops heating, the dishwasher stops washing, and your family
ends up on a first-name basis with the nurse at urgent care. Then, as you’re driving to work, you see smoke coming from
under your hood.
Bad things happen to the best of us, and sometimes it seems like they come in waves. That’s when an emergency cash
fund can come in handy.
A 2019 Bankrate survey found that 28% of Americans had no emergency savings. Another 25% of respondents said that
the cash they had on hand would last less than three months in a financial crisis.1
How Much Money?
How large should an emergency fund be? There is no “one-size-fits-all” answer. The ideal amount may depend on your
financial situation and lifestyle. For example, if you own a home or have dependents, you may be more likely to face
financial emergencies. And if a job loss affects your income, you may need emergency funds for months.
Coming Up with Cash
If saving several months of income seems unreasonable, don’t despair. Start with a more-modest goal, such as saving
$1,000, and build your savings a bit at a time. Consider setting up automatic monthly transfers into the fund.
Once your savings begin to build, you may be tempted to use the money in the account for something other than an
emergency. Try to avoid that. Instead, budget and prepare separately for bigger expenses you know are coming.
Where Do I Put It?
Many people open traditional savings accounts to hold emergency funds. They typically offer modest rates of return. A
certificate of deposit (CD) may provide slightly higher returns, but your money will be locked away until the CD matures,
and that could take several months to several years.
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The Federal Deposit Insurance Corporation (FDIC) insures bank accounts and certificates of deposit up to $250,000 per
depositor, per institution, in principal and interest. CDs are time deposits offered by banks, thrift institutions, and credit
unions. While CDs offer a slightly higher return than a traditional bank savings account, they also may require a higher
deposit amount. If you sell before the CD reaches maturity, you may be subject to penalties.
Others turn to money market accounts or money market funds in emergencies. While money market accounts are savings
accounts, money market funds are considered low-risk securities. Money market funds are not backed by any government
institution, which means they can lose money. Depending on your particular goals and the amount you have saved, some
combination of lower-risk investments may be your best choice.
Money held in money market funds is not insured or guaranteed by the FDIC or any other government agency. Money
market funds seek to preserve the value of your investment at $1.00 a share. However, it is possible to lose money by
investing in a money market fund.
Money market mutual funds are sold by prospectus. Please consider the charges, risks, expenses, and investment
objectives carefully before investing. A prospectus containing this and other information about the investment
company can be obtained from your financial professional. Read it carefully before you invest or send money.
The only thing you can know about unexpected expenses is that they’re coming. Having an emergency fund may help
to alleviate stress and worry that can come with them. If you lack emergency savings now, consider taking steps to create
a cushion for the future.
Citations
1. Bankrate.com, July 1, 2019

HOW INCOME TAXES WORK
The Internal Revenue Service estimates that taxpayers and businesses spend about 8 billion hours a year complying
with tax-filing requirements. To put this into perspective, if all this work were done by a single company, it would need
about four million full-time employees and be one of the largest industries in the U.S.¹
As complex as the details of taxes can be, the income tax process is fairly straightforward. However, the majority of
Americans would rather not spend time with the process, which explains why more than half hire a tax professional to
assist in their annual filing.²
Remember, this material is not intended as tax or legal advice. Please consult a professional with tax or legal experience for specific information regarding your individual situation.
Getting Started
The tax process starts with income, and generally, most income received is taxable. A taxpayer’s gross income includes
income from work, investments, interest, pensions, as well as other sources. The income from all these sources is added
together to arrive at the taxpayers’ gross income.
What’s not considered income? Gifts, inheritances, workers’ compensation benefits, welfare benefits, or cash rebates
from a dealer or manufacturer.³
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From gross income, adjustments are subtracted. These adjustments may include retirement plan contributions, half of
self-employment, and other items.
The result is the adjusted gross income.
From adjusted gross income, deductions are subtracted. With deductions, taxpayers have two choices: the standard
deduction or itemized deductions. The standard deduction amount varies based on filing status, as shown on this
chart:

Source: Social Security Administration, 2021

Itemized deductions can include state and local taxes, charitable contributions, the interest on a home mortgage, certain unreimbursed job expenses, and even the cost of having your taxes prepared, among other things. Keep in mind
that there are limits on the amount of state and local taxes that can be deducted.⁴
Once deductions have been subtracted, the result is taxable income. Taxable income leads to gross tax liability.
But it’s not over yet.
Any tax credits are then subtracted from the gross tax liability. Taxpayers may receive credits for a variety of items,
including energy-saving improvements.
The result is the taxpayer’s net tax.
Understanding how the tax process works is one thing. Doing the work is quite another.
Citations
1. National Taxpayer's Union, 2020
2. IRS.gov, 2020
3. The tax code allows an individual to gift up to $15,000 per person in 2021 without triggering any gift or estate taxes. An individual can give away up to $11,700,000
without owing any federal tax. Couples can leave up to $23,400,000 without owing any federal tax. Also, keep in mind that some states may have their own estate
tax regulations. This material is not intended as tax or legal advice. Please consult a professional with tax or legal experience for specific information regarding your
individual situation.
4. The Tax Cuts and Jobs Act of 2017 limits mortgage interest deduction to the first $750,000 of the loan for a home. The 2017 tax law change also limited to $10,000
the amount taxpayers may deduct in state and local income taxes.
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FIVE MOST OVERLOOKED TAX DEDUCTIONS
Who among us wants to pay the IRS more taxes than we have to?
While few may raise their hands, Americans regularly overpay because they fail to take tax deductions for which they are
eligible. Let’s take a quick look at the five most overlooked opportunities to manage your tax bill.
1. Reinvested Dividends: When your mutual fund pays you a dividend or capital gains distribution, that income is a
taxable event (unless the fund is held in a tax-deferred account, like an IRA). If you’re like most fund owners, you reinvest
these payments in additional shares of the fund. The tax trap lurks when you sell your mutual fund. If you fail to add
the reinvested amounts back into the investment’s cost basis, it can result in double taxation of those dividends.1
Mutual funds are sold only by prospectus. Please consider the charges, risks, expenses and investment objectives carefully
before investing. A prospectus containing this and other information about the investment company can be obtained from
your financial professional. Read it carefully before you invest or send money.
2. Out-of-Pocket Charity: It’s not just cash donations that are deductible. If you donate goods or use your personal
car for charitable work, these are potential tax deductions. Just be sure to get a receipt for any amount over $250.1
3. State Taxes: Did you owe state taxes when you filed your previous year’s tax returns? If you did, don’t forget to include
this payment as a tax deduction on your current year’s tax return. The Tax Cuts and Jobs Act of 2017 placed a $10,000
cap on the state and local tax deduction.2
4. Medicare Premiums: If you are self-employed (and not covered by an employer plan or your spouse’s plan), you may
be eligible to deduct premiums paid for Medicare Parts B and D, Medigap insurance and Medicare Advantage Plan.
This deduction is available regardless of whether you itemize deductions or not.
5. Income in Respect of a Decedent: If you’ve inherited an IRA or pension, you may be able to deduct any estate tax
paid by the IRA owner from the taxes due on the withdrawals you take from the inherited account.3
Citations
1. IRS.gov, 2021
2. IRS.gov, 2021
3. Under the SECURE Act, in most circumstances, once you reach age 72, you must begin taking required minimum distributions from a Traditional Individual
Retirement Account (IRA). Withdrawals from Traditional IRAs are taxed as ordinary income and, if taken before age 59½, may be subject to a 10% federal income tax
penalty. You may continue to contribute to a Traditional IRA past age 70½ under the SECURE Act as long as you meet the earned-income requirement.4. The Tax Cuts
and Jobs Act of 2017 limits mortgage interest deduction to the first $750,000 of the loan for a home. The 2017 tax law change also limited to $10,000 the amount
taxpayers may deduct in state and local income taxes.
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