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Acropolis was
born from a
simple idea:

In an industry where high
quality, objective advice is
hard to come by, we make
a difference by putting the

client’s interests above our own.

A CRISIS LIKE NO OTHER, AGAIN

On December 31st, 2019, as we
celebrated a remarkable year and
decade for US stocks, Chinese
health officials informed the
World Health Organization that a
cluster of 41 people connected to
the Wuhan South China Seafood
Wholesale Market were suffering
from a mysterious pneumonia-like
illness.

Other than a few perennial
doomsayers, no one saw what was
coming: 1.2 million worldwide
confirmed cases of the coronavirus
and 72,000 deaths.

Understandably, most Americans
initially downplayed the news,
assuming that if anything showed
up here that the results would be
something like SARs in 2002 that
infected 8,000 people worldwide
and led to 774 deaths.

Little did anyone realize that
governments around the world
would choose to shut down large
portions of their economy to slow
the spread of the virus and save
lives.

As investors turned into amateur
epidemiologists, markets started
to shift, but as we'll see, this crisis
played out like many others before
it in many ways. 'The origin and
details are different, but the process
and rhythm are familiar indeed.

EVEN THoUGH WE'RE WE'RE ALL
STAYING Six FEET STILLIN THIS
APART, TOGETHER.
{O’T’% f i
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In January, the S&P 500 was flat,
losing just four one-hundredths of
a percent. February was healthy up
until the all-time high on February
19th, earning more than four
percent in the first two-thirds of the
month.

Then sentimentshifted dramatically,
and that four percent gain turned
into an eight percent loss for the
month as the S&P 500 entered
a correction, which is generally
defined as a 10 percent loss from

the peak.

At that point, investors started to
wonder whether the ‘buy-the-dip’
strategy that worked so well for the
last dozen years would hold true
this time around.

Without the benefit of hindsight,
differentiating between a correction,
a bear market, or something worse
is almost impossible because there
are so many false positives.” Nine
times out of ten, a 5-8 percent drop

(Continued on page six)
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“All you need is the
plan, the road map,
and the courage to
press on to your

destination.”

- Earl, Nightengale,

American Author

STOCK MARKET SUMMARY

By David Ot

Stocks were struck by the coronavirus
pandemic, with the major indexes
losing between one-fifth and one-third
of their value.

The S&P 500 declined the least, falling
less than 20 percent in the first quarter.
After large-cap, there was a substantial
decline in performance: mid-cap fell
by almost a third, although small and
micro-cap stocks weren’t far behind
mid-caps.

Within the S&P 500, the energy
sector suffered the worst performance,
falling -50.5 percent after Saudi Arabia
entered into a price war with Russia by
continuing production despite weak
prices. As a result, oil prices suffered
their worst one-day losses in history,
falling from around to $60 per barrel to
approximately $20 per barrel.

Although energy suffered the worst
return, ﬁnancia%ystocks were the most
significant contributor to the S&P
500’s decline.  Financial stocks lost
-31.9 percent, far less than energy, but
make up a larger share of the index, so

financials contributed about 20 percent
of the loss, while energy was just 11
percent.  Financial stocks suff)ered as
investors realized that a recession is
imminent, if not already started, and
interest rates fell precipitously.

Overseas, both developed and emerging
market stocks fared comparably to
the S&P 500 when you strip out the
currency effects. The MSCI EAFE
index of developed stocks fell -19.9
percent if you take out the impact of
the dollar, and -22.8 percent with the
currency impact.

The MSCI Emerging Markets index
fell -18.5 percent if you remove the
currency impact, faring better than the
US or other developed market stocks.
However, their currencies fell sharply
versus the dollar, so the return for US
investors was -23.6 percent.

Real Estate Investment Trusts (REITs)
fell -19.2 percent as investors wondered
whether commercial and individual
renters would be able to make their
regularly scheduled payments.

Selected Stock Index YTD Returns
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BOND MARKET REVIEW

By Ryan Craft, CFA

How quickly things change.
Investors expected a sleepy fixed
income market in 2020 with the
Federal Reserve on the sidelines.
After cutting rates by three-quarters
of a percent in 2019, many saw the
robust equity market as evidence of a
healthy economy ready to continue
forward without support from the
central bank. This narrative held
for the first two months of the year.
Then the world got sick.

As the panic set in, the Fed reacted more
swiftly and strongly than it ever has in
history. Since the beginning of March,
the Fed has enacted two emergency rate
cuts, bringing the overnight Fed Funds
rate to zero. They also adopted multiple
layers of bond purchase programs as
they tried to bring liquidity to markets
that were seizing. Within just a few
weeks, the Fed burned through its entire
crisis playbook from the 2008 Global
Financial Crisis, leaving it to push the
envelope further.

So far, the Fed has:
1. Pledged unlimited capacity to buy

US Treasury and Agency-backed bonds
in the open market,

2. Dropped capital/reserve requirements
for the nation’s banks,

3. Created special purpose entities to
buy corporate bonds, muni bonds, and
commercial paper,

4. Pledged nearly $5 trillion to support
the repo market,

5. Created trillions more in dollar swap
and repo facilities with other central

banks.

In 2008, former Treasury Secretary
Hank Paulson equated TARP to a
bazooka to fight the crisis. This time,
the Fed has been an aircraft carrier.

In the end, bond markets performed
as expected. Interest rates fell, a lot.
Treasury bonds were the star performers
as they provided the safety investors
expect. Corporate bonds suffered along
with equity markets, which is normal.
The only surprising sector was muni
bonds, which are generally considered
safe. Their lower liquidity and credit
concerns caused investors to pull a lot
of cash out, pressuring prices.

Selected Bond Index YTD Returns
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“Life consists not in
holding good cards,
but in playing those

you hold well.”

- Josh Billings,

American Humorist

@

Acropolis Investment Management® | 3



PORTFOLIO INSIGHTS

“I made my first
investment at

age eleven. I was
wasting my life until
then.”

- Warren Buffet (89),

Famed Investor

HIGHLIGHTS OF THE CARES ACT

By Brad Combs, CFP*, CPA

The Coronavirus Aid, Relief and
Economic Security Act (CARES
Act) was passed and implemented
in response to the COVID-19

pandemic.

The emergency $2 trillion bipartisan
stimulus bill is aimed at providing
support for the U.S. economy and its
citizens. It provides both individuals
and businesses with resources to
better navigate through this difficult
time.

Some of the provisions for individuals
include loosening the rules for 2020
related to retirement accounts, as
well as issuing rebate checks that an
estimated 90 percent of taxpayers
will receive.

Recovery Rebates for Individuals

Individuals will receive a one-time
rebate payment if they qualify based
on Adjusted Gross Income levels, as
determined by the latest tax return
that the IRS has on record. Eligible
taxpayers will receive up to a $1,200
payment for individuals and $2,400
for couples, and those with children

also receive $500 for each qualifying
child.

These payments are available for
individuals with income limits up
to $75,000 and up to $150,000
for couples. Rebate payments are
reduced $5 for every $100 over the
limits. The total income phaseout
limits for the rebate are $99,000 for
individual filers and $198,000 for

joint filers.

The final test for eligibility for the
rebate payments will be based on
their 2020 income. For example,
if someone is not eligible based on

4 | Acropolis Investment Management®

their most recent tax return on file
with the IRS, but ultimately are
eligible because of their adjusted
gross income on the 2020 taxes,
they will receive the payment as a
refundable tax credit on the 2020
tax return. While this does not
provide these people the immediate
injection of cash flow in the near
term, this will still help reduce their
tax liability dollar-for-dollar on the
2020 tax return.

Waiver of Required Minimum
Distributions for 2020

Another measure from the bill
includes a Required Minimum
Distributions (RMDs) waiver for
2020. The SECURE Act that was
passed in late 2019 changed the
beginning age for RMDs from
retirement accounts from 70 %2 to
age 72.

Now, under the CARES Act, RMDs
are no longer required for the 2020
tax year, including RMDs from
beneficiary IRAs. Therefore, money
that would typically have to be
withdrawn can stay in the account
and remain tax-deferred.

Many retirees live off of their IRA
distributions and may ultimately
continue to draw from their IRA
for their regular expenses. But
for some, this may present an
opportunity to consider a Roth IRA
conversion instead of taking regular
distributions.

Typically, the RMD needs to be
satisfied before any amount from a
qualified account can be converted
to a Roth IRA. Now with this
RMD “holiday,” there is no such

requirement in 2020.
(Continued on next page)
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For anyone who has already started
to take their RMD in 2020, and
does not need the money, there are
potentially two options available.

If the distribution occurred within
the last 60 days, there is still time to
return the money to the IRA via a
rollover. If this option is selected, it
is important to remember to return
the gross amount, which would
include any taxes that were withheld.

In the event the 60-day window has
passed, taxpayers who qualify for the
Coronavirus Related Distribution
can return the money within three
years of the date of distribution, or
they can elect to spread the income
from the distribution over three
years starting with 2020 taxes.

Waiver of 10 Percent Penalty
on Early Distributions from
Retirement Plans

The 10 percent early withdrawal
penalty on distributions up to
$100,000 from IRAs and retirement
accounts are waived in 2020 for
individuals who qualify for a
Coronavirus Related Distribution.
This allows those who may need to
access money in their retirement
accounts to do so despite being

under the age of 59 V5.

Individuals who take this type of
distribution will be able to spread
the income evenly over three tax
years. If preferred, they can instead
elect to include all of the income on
their 2020 return. Another option is
to repay the distributed amount by
returning it to the IRA within three
years.

www.acrinv.com

The guidelines for the availability
of this type of distribution include
those who  themselves, their
spouse, or a dependent have been
diagnosed with COVID-19, as well
as individuals who have experienced
financial hardship due to the crisis.

$300 Above-the-Line Charitable

Income Tax Donation

For the roughly 90 percent of
taxpayers who will not itemize
deductions on their 2020 tax
return, there is a $300 above-the-
line charitable donation deduction
available. ~ To qualify, donations
must be made in cash and cannot
be made to a donor-advised fund.
The language in the bill leaves open
the possibility that this universal
charitable deduction will be made
permanent.

Student Loans Deferred

Those with federal student loans can
defer making any payments without
a penalty until September 30, 2020.
Individuals will need to submit a
written request to the loan provider
to pause automatic payments.

There are many other provisions in
the Coronavirus Aid, Relief, and
Economic Security Act that assists
those significantly impacted by this
crisis. We encourage you to consult
with your tax advisor on how this
impacts you.

Although Acropolis does provide general
guidance on tax-related matters, we
are not accountants and recommend
that you consult your tax accountant
or tax-preparer for specific answers
regﬂrdz'ng your situation.

APRIL 2020

“Do what you can,
with what you have,
where you are.”

- Theodore Roosevelt
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“No price is too low
for a bear or too

high for a bull.”

- Unknown

A CRISIS LIKE NO OTHER, AGAIN

Continued from page one.

reverses itself before turning into
something more significant.

After a few up and down days in early
March, investor sentiment shifted
from nervous caution to outright
panic. In less than 10-trading
days, the correction blew past the
20-percent bear market threshold
and was down almost 30-percent
from the high. Panic selling of that
magnitude is often dominated by
forced sellers who employ leverage
and have to accept any price to
liquidate their positions to remain
solvent.

During this period, volatility soared,
as seen in the chart below. The
CBOE Volatility Index, or VIX,
shows the level of volatility that
traders are pricing into options on
the S&P 500. Typically, the VIX
floats between 10-20, and spikes to
30 or 40 during a period of stress.

In the 2008 global financial crisis,
the VIX spiked to 80, the highest
level in the history of the index
until now, when it reached 85. It’s

difficult to see on the chart, but the
index has calmed down and ended
the quarter at 45 - still very high,
but a vast improvement over wﬁat

happened during the panic phase.

Once the government announced
their $2 trillion fiscal stimulus
package (see Brad Comb’s article on
page gour) and the Federal Reserve
brought out their aircraft carrier (see
Ryan Craft’s article on page three
for details), markets stabilized and
rallied.

Although the extreme volatility
is probably over, barring new
information, the next phase will
take time and remain turbulent.

The next phase will be determining
whether the lower prices set in the
last few months reasonably reflect
the actual economic damage. It’s
safe to assume that unempiyment
will spike, but how much? How
much will growth contract?

The latest Wall Street Journal poll

of 57 academic and commercial
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10-Year US Treasury Yield
Dec 1999 - Mar 2020 (Monthly)
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economists says that, on average,
they believe that the unemployment
rate will hit 13 percent in June this
year and stand at 10 percent in
December. They also forecast that
gross domestic product (GDP) will
contract at an annual rate of 25
percent in the second quarter. After
the deepest contraction in living
memory, they predict that growth
will come back between six and
seven percent in the third and fourth
quarters.

The WSJ poll also shows that the
economists expect profits to decline
sharply, down 36 percent in the
second quarter and 19 percent for
the full year.

Inevitably, new information will
come out in bits and pieces that
will confirm or contradict these
estimates. Along the way, investors
will set prices higher and lower,
which is why prices will still be
volatile. At this point, it’s impossible
to say whether the estimates are fair
or not, partly because the virus hasnt

www.acrinv.com
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yet run its course. Although there
are signs that the number of deaths
may be topping out right now, there
are a lot of unknowns still.

This financial crisis is like no others
in that it was borne out of a health
crisis. Still, though, it has followed
the pattern that weve seen so
many times before: initial caution,
deleveraging, panic, policy response,
and stabilization. And, at some
point, we'll see a recovery in the real
economy and in markets.

No one could have predicted the
specific series of events that led us
here, but in many ways, this crisis
bears numerous similarities to other
economic shocks that we've endured
in the past. To be sure, this crisis
presents uncertainties.  However,
we continue to believe that the
fundamentals of investing and
financial planning haven't changed
and that after a challenging and
possibly prolonged period, we will
renew and prosper as we always have
in the past.

“Perseverance and
spirit have done
wonders in all ages.”

- George Washington
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THE BIG PICTURE
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DID YOU KNOW?

Acropolis® has a team of advisers that specialize in

oo 401(k) & Profit Sharing plans.

We are here to help you
! protect your current
R\ plan or start a new one.

Notice to Clients

Please remember to contact ACROPOLIS® Investment Management, LLC if there are any material changes
to your financial situation or investment objectives or if you wish to impose, add or modify any reasonable
restrictions to our investment management services. A copy of our current written disclosure statement as set
forth on Part Il of Form ADV continues to remain available for your review upon request.

Legal Disclaimer

This publication is provided as a service to clients and friends of ACROPOLIS® Investment Management, LLC solely
for their own use and information. The information in this publication is not intended to constitute individual
investment advice and is not designed to meet your particular financial situation. You should contact an
investment professional before deciding to buy, sell, hold or otherwise consider a particular security based on
this publication. Information in this publication has been obtained from sources believed to be reliable, but the
accuracy, completeness and interpretation are not guaranteed and have not been independently verified. The
information in this publication may become outdated and we are not obligated to update any information or
opinions contained in this publication.

© ACROPOLIS® Investment Management, LLC 2020. All rights reserved.
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