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The Markets



The S&P and Dow closed with their fourth week of losses on Friday, even after three consecutive days of gains leading into the long weekend. This is the longest stretch of losses for the Dow in more than a year. The fallen stocks are weighed down mostly by economic reports indicating a slower recovery pace. U.S. markets were closed Monday in observance of Memorial Day. For the week, the Dow fell 0.49 percent to close at 12,441.58. The S&P lost 0.11 percent to finish at 1,331.10 and the NASDAQ dropped 0.23 percent to end the week at 2,796.86.








Returns Through 5/27/11�
1 Week�
YTD�
1 Year�
3 Year�
5 Year�
�
Dow Jones Industrials (TR)�
-0.49�
8.67�
24.50�
2.68�
4.77�
�
NASDAQ Composite (PR)�
-0.23�
5.43�
22.79�
4.07�
4.82�
�
S&P 500 (TR)�
-0.11�
6.69�
23.09�
0.93�
2.95�
�
BarCap US Agg Bond (TR)�
0.35�
2.90�
5.91�
6.33�
6.54�
�
MSCI EAFE (TR)�
2.82�
4.74�
28.48�
-4.60�
1.35�
�



Source: Morningstar.com. *Past performance is no guarantee of future results. Indexes are unmanaged and cannot be invested into directly. Three- and five-year returns are annualized. The Dow Jones Industrials, MSCI EAFE, BarCap US Agg Bond and S&P, excluding “1 Week” returns, are based on total return, which is a reflection of return to an investor by reinvesting dividends after the deduction of withholding tax. The NASDAQ is based on price return, which is the capital appreciation of the portfolio, excluding income generated by the assets in the portfolio in the form of interest and dividends. (TR) indicates total return. (PR) indicates price return. MSCI EAFE returns stated in U.S. dollars. 








Seniors – Medicare enrollment is projected to rise from 49 million today to 81 million in 2030 (source: Medicare, BTN Research).  








No Check – Any citizen applying for Social Security May 1, 2011, or later must receive his/her benefit by direct deposit, something that 85 percent of current beneficiaries are already doing (source: Social Security Administration, BTN Research).    








Disasters – The estimated cost of damages from the March 11, 2011, Japanese earthquake ($309 billion) is four times as large as damages from Hurricane Katrina ($75 billion), which struck the U.S. in August 2005 (source: Associated Press, BTN Research).    





























WEEKLY FOCUS – Your 401(k) Is Not An ATM





With the price of food and gas on the rise, that 401(k) balance may begin to look pretty tempting as a source for making larger, nonessential expenses or to take a family vacation this summer. More than half of all 401(k) plans offer loan options prior to retirement for the lesser of 50 percent of the vested amount or $50,000. But there’s a reason they call it a “hardship” withdrawal, and that word should factor in to any decision you, your adult child or another family member makes to tap retirement savings for anything other than retirement.





The temptation in using a 401(k) loan is similar to that of a home equity loan – the old “I can just pay it back later” rationale.  Consider the implications, however, of not being able to pay the loan back because of disability or loss of your job. Consider the loss of future investment gains and compounding opportunities by taking that money out of play now. Consider you will be borrowing pre-tax dollars and repaying the loan with after-tax dollars, so you will have to work more hours to replace the same amount of money. And consider the fees that your plan may impose on loans, such as asset liquidation fees.





Another potential pitfall to a 401(k) loan: If you leave employment, whether of your own volition or at the request of your company, your employer can require repayment within 60 days. If you fail to do so, the IRS will treat the unpaid balance as a distribution, on which you will owe regular income tax and, if you’re under age 59½, a 10 percent penalty.





Vacations, new cars, going back to school for a second (or third) degree and even buying a home are not hardships. These are expenditure decisions that should be worked into your budget – not borrowed from your future. If you or a family member is considering a 401(k) early withdrawal, hardship withdrawal or loan, please call our office for help in considering all the implications.


















































* The Standard & Poor’s 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in general. The Dow Jones Industrial Average is a price-weighted index of 30 actively traded blue-chip stocks. NASDAQ Composite Index is an unmanaged, market-weighted index of all over-the-counter common stocks traded on the National Association of Securities Dealers Automated Quotation System. The Morgan Stanley Capital International Europe, Australia and Far East Index (MSCI EAFE Index) is a widely recognized benchmark of non-U.S. stock markets. It is an unmanaged index composed of a sample of companies representative of the market structure of 20 European and Pacific Basin countries and includes reinvestment of all dividends. Barclays Capital Aggregate Bond Index is an unmanaged index comprised of U.S. investment-grade, fixed-rate bond market securities, including government, government agency, corporate and mortgage-backed securities between one and 10 years. Written by Securities America. SAI#310822
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