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Nvest (Bill, Steve and Jordan) wishes you and your family/friends good health, safety and wellness
from this COVID-19 virus and the economic challenges. We are greatly concerned by the very
real human health impact and ongoing crisis; praying for a timely cure for these current health
and economic challenges. Let us know of your worries and if we can be helpful. While it would
be unwise to meet in person due to social-distancing protocol, we can visit virtually via web
meeting to review your needs, portfolio reactions, and discuss LIVING LIFE financial planning
guestions. Call or email to coordinate a time to visit.

THE PRICE IS RIGHT?

Bill Henderly, CFA, Nvest Wealth Strategies, Inc.

“Seeing Clearly in 2020" is challenged by significant uncertainties surrounding the aggressive
spreading coronavirus and the related economic and financial market contraction. The longest
running Bull market (started March 9, 2009) officially ended on February 19, 2020, being just
days shy of 11 years old. The Bull rapidly declined into a Bear market status (decline in excess of -
20%) in just 16 trading days — way too fast and furious. The 1Q2020, losing -19.6%, was the
worst quarterly performance since 4Q'08 and the fifth worst quarter of the last 75 years.

Volatility in all markets created a most stressful experience for investors. Many probably
entertained great fear, maybe even thoughts to sell everything. No financial asset area (domestic
and global) was spared — stocks were banged, bonds were bruised, commodities were hit oil off -
66% YTD), as investor confidence evaporated. It is impossible to know at this point if the low
established on March 23 with the S&P500 -33.8% from its recent peak (2/19) is “THE"” low, or
only “A” low. Many market observers believe the dramatic daily market moves - some very
violent - relate to algorithmic, computer high-frequency-trading of passive asset ETFs and
derivatives (including use of leverage). These HFT actions exasperate both highs/lows of the peak-
to-trough and intra-day price moves at great financial and psychological cost to savers/investors
and the Fed (providing market liquidity); from our perspective such activity should be suspended
and/or curtailed.

“It never feels like the bottom near the bottom.” It is not uncommon to see +15% to +25%
moves off the bottom, followed by retesting and/or establishing a lower low. This retesting often
further exhausts investor emotion. History shares many examples of this Bear market action. It
would be extremely unusual for a Bear market duration to be less than 3 months (two occurred in
August 1987 and the other was July 1990; see chart p.5); the average Bear market duration is 20
months producing an average decline of -38.4%. But, this bear market developed much, much
faster than typical, too.

Because of very quick Fed response — adding liquidity and dropping the prime interest rate to zero
— and the addition of Washington’s mammoth $2 Trillion stimulus aid package, these actions are
stabilizing the financial market drop at this time. Hopefully the March 23 low proves to be a
durable low. Asset values appear depressed more than probably appropriate. The dominant pre-
requisite to establishing the low, is containing and providing cure of the virus. This will allow the
public to “walk-back” to life (work and social interactions) and provide economic and financial
market recovery to be sustained. In the short- to intermediate-term, continued market volatility
should be expected relating to new case spikes in COVID-19 and uncertainty around when more
normal life can resume.

It is difficult to determine how quickly a restart can occur following the economic “sudden stop.”
Extending virus-distancing guidelines suggests the economic “freeze” in America and global
growth expectations is not currently in sight, and will take time to thaw. At present, growth
expectations are still deteriorating. Likely, the global economy entered a recession during 1Q,
which will last through 2Q and possibly into 3Q. A drawn out restart because of prolonged
shutdown, could create a slower recovery relating to reducing unemployment (highest level since
the 1929 Great Depression at 24.9%). It appears very unlikely a depression will occur. There are
huge global monetary and fiscal responses to mitigate economic fallout. The US collective effort
is already approaching $4 Trillion (monetary and fiscal actions). Fiscal actions alone represent
9.3% of the US GDP (compared to 5.5% of GDP to overcome the financial debacles of 2007-
2008). This government action is 180 degrees opposite of policy mistakes made during the Great
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Early April - 2Q 2020 fees collected.
1Q performance reporting delivered

April 10 - Good Friday; stock & bond
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July 15 - Revised deadline to file per-
sonal income taxes; and last day to
make IRA contributions for the 2019
tax year remains April 15.
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Depression (1929 to 1937) — key to avoiding a depression.

" You make most of your money in a bear market; you just don't realize/understand it at the
time.” This thought is counter-intuitive, but very true. Financial markets always provide
opportunity to invest — making tactical adjustments to place the portfolio structure into
position to recover more quickly as a new Bull market begins. NO ONE knows the bottom,
and much money and wealth is permanently destroyed when investments are sold and
proceeds moved to the sideline.  The great challenge by moving out to find
“rest” (psychological relief) is almost

assuredly being late to reinvest; most who attempt buy back in well after the market rise is
underway which misses the biggest moves upward. That is where lost money and wealth
occur. The only correct way to invest for the long term is remain invested and be
opportunistic. Bear markets historically test the resolve of bears just as an initial decline tests
the resolve of bulls.

We are all in this together. Stay healthy; stay safe. As for investing, remain invested — Bear
markets provide an extra-ordinary buying opportunity with attractive 3 and 5 year rewards.

FRAMEWORK FOR A PATH FORWARD

Was the market low on March 23 “A"” low, or did we experience “THE"” low? As noted in the
first article, a review of other bear market experiences indicates “A" low is often retested; both
1987 and 2008 retested and actually formed a lower low that became “THE” low. One way
to tell that “THE" low may be forming is by observing the percentage of stocks making new
lows is declining (fewer stocks making new lows; suggests individual companies are selectively
beginning recovery). “THE"” low often occurs a couple/few months after the initial first low. In
both 1987 (most similar) and 2008, the low produced a climax of “New 52-week Lows”;
fewer stocks made fresh lows several months later when “THE” low was established. “It never
feels like a low near a low.”

During Bear market activity, staying invested is most important; there is portfolio management
work to do.

o Capture losses to offset/erase YTD realized gains. \Why pay taxes on realized gains in taxable
accounts? The market provides losses to capture and thereby offset gains (current or future).
This portfolio action is undertaken where appropriate and sale proceeds are reinvested in like
-kind investments so to not miss market recovery when it occurs (which it will).

e Rebalance portfolios to the Investment Objective (stock/bond mix). With the “rainy day” in
the stock market, bonds now represent an excess relative to target. If bonds are not needed
to provide for periodic distributions, excess value in bonds (which retained value better than
stocks) can be shifted into the stock allocation to re-establish the Investment Objective goals.
As stock market recovery occurs and they become overweight to goal, rebalancing occurs
again boosting bond allocations and manage risk via asset allocation goals. The beauty of
rebalancing when using “buckets of time” investing, allows disciplined investment
management to invest in “cheap” assets (underweight) when others are more
“expensive” (overweight). It removes emotional from the investing process.

0 It's time to modify portfolio weights and/or holdings — adjust the tactical strategy in stock
allocations. Reviewing historical market recovery action provides a forward looking recipe
to what performs faster during recovery. That involves prudently dialing risk up
(depending on investment objective) — small companies often advance faster than large in
market recoveries; style (growth or value) is a more challenging call, with value doing
better if/when interest rates are more normal (not zero).

0 Modify tactical strategy in bond allocations — continue to focus on quality and pure bond
fund structures. Bonds are good portfolio diversifiers, with most clients owning them for
their safer market action. Tactical adjustments can offer better risk/return opportunity,
providing benefit to total bond allocation returns.

What is your mindset — loss or opportunity? How should an investor turn panic into
opportunity? If last month convinced you about being too heavily invested in stocks and
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hindered sleeping well at night, then take your lumps and dial back your risk (it will be a permanent loss of value). But, if
you're waiting for a sign to buy again, hold your nose, add new money or rebalance your allocation to stocks, and learn to
“love” bear markets. How should an investor (not trader) turn panic into opportunity? It's your mindset — rebalance and
work in the bear market. More money is made in a Bear market than is temporarily lost when remaining invested for the
long term. It's not life’s storms that make us fail; it's how we respond to them. Remain opportunistic (in mindset and
action)!!

THOUGHTFUL COMMENTS FOR CAREFUL CONSIDERATION

Dwight Eisenhower (34" US President, & General) — “/n preparing for battle, | always found that plans were useless, but
planning is indispensable.” All of life, even storms contain unknown elements. Planning for the future is imperative — you
must adopt, improvise and overcome!

Walt Bettinger (CEO, Charles Schwab) — “Panic is not an investment strateqy and trying to time the market is futile. ”

Warren Buffett — “/ will tell you how to become rich. Be fearful when others are greedy. Be greedy when others are
fearful. ”

Peter Lynch (Fidelity Magellan) — “Far more money is lost by investors preparing for corrections or trying to anticipate
corrections than is lost in the corrections themselves. ”

Benjamin Graham — “Individuals who cannot master their emotions are ill-suited to profit from the investment process. ”

Shelby Davis — “History provides a crucial insight regarding market crisis: They are inevitable, painful, and ultimately
surmountable. ”

“Volatility vs Loss: It's important to remember that Volatility is different than Loss. Volatility is normal — it's what the market
does. Loss is something that happens when you sell” and don’t reinvest.

Oprah Winfrey — “The greatest discovery of all time is that a person can change his future by merely changing his attitude. ”
Market stats:

e Recall the History of the Financial Markets chart — “A/f long-term stock market charts are up and to the right, with dips,
pull backs, corrections, and bear markets along the way. It's a one-sided mountain that keeps growing upward over
time.” Key: being long-term focused.

e Since 1871, market downturns were recovered as follows:

0 33% of market downturns recover within a month

0 50% of downturns recover in two months

0 80% recover within one year

0 95% of the time those big “once or twice in lifetime drops” return to even in three years.

0 Collectively, since 1871, the time it takes for the market to recover (top to bottom to top again) is a mere 7.9 months
e The Cycle of Market Emotions reminds - successful investors react the opposite of their normal intuitions (feelings) - buy

low (when no one likes); sell high (when all is loved). Challenging!

We are 11 days (rising) into self-isolation and it is really upsetting me to witness my wife standing at the living room window
gazing aimlessly into space with tears running down her cheeks. It breaks my heart to see her like this. | am thinking very
hard about how | can cheer her up. | am even considering letting her in...but rules are rules (sent by a client).

WHEN LIFE THROWS YOU LEMONS, MAKE LEMONADE - Strategies During a Bear Market

No sugar-coating it; the start of this New Year is not what any of us hoped for. Day to day life is highly uncertain, and
investments are bruised. While the cause of the current environment is unique and uncharted for every living generation,
this too shall pass. Periods like this can cause one to feel paralyzed, with nothing to do but wait it out. However, there are
strategies individuals can pursue that will position them to benefit when the storm begins to clear, and simultaneously help
you restore a long-term mindset.

e Dust off your budget and pay very close attention — particularly if income becomes uncertain. Evaluate areas where
spending perhaps grew during good days; use the current environment as a reset and build emergency savings.

¢ Avoid credit card debt: carrying balances from month to month is problematic and will destroy your wealth over time
due to high interest expenses. Use coronavirus stimulus checks wisely: consider using stimulus money to pay down or
avoid taking on credit card debt.
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e Live Life at the Bank (even in retirement): individuals should strive to live their financial life (cash flow) with as much
regularity and discipline as possible. It is important to not spend more than we make. Those in retirement should strive
to replicate the cash flow pattern of receiving a predictable fixed paycheck from investments that roughly satisfies or
slightly exceeds your “typical month” spending needs. Any excess should be saved in a cash savings account so that
months where spending is higher can be satisfied from cash savings at the bank.

0 Budgeting and advance planning can help avoid lumpy withdraws — especially when the market is suffering a setback.

0 Strive to plan and communicate bigger cash needs from your portfolio well in advance (12 months into the future if
possible). This aids portfolio management and helps avoid selling from investments (particularly stocks) when a storm
is ongoing and values depressed.

¢ Avoid lumpy withdraws: big withdraws when the market is experiencing a pullback reduce your recovery. They also
constrain our ability to rebalance and be opportunistic buyers of financial assets that are now “on sale”. We typically
save slowly throughout a year(s); but withdraws often are lumpy and big, occurring at inopportune stormy times.

e Harvest losses inside taxable accounts: Nvest evaluated taxable accounts in recent weeks and identified positions at a
loss that would help reduce current and/or future year taxes. Important ingredient: sale proceeds should be reinvested
so that potential market recovery is not missed.

e Roth Conversions: market pull-backs make the strategy more attractive because income taxes payable on any conversion
can be recovered more quickly via a swift market improvement. Careful however — this strategy requires keen
awareness of your current year tax situation and the time horizon over which you plan to utilize retirement monies. This
strategy does not make sense as often as financial periodicals might suggest; we always urge caution and thorough
consideration of all ingredients when it comes to accelerating the payment of taxes.

e Review Employer Retirement Accounts: while annual rebalancing of retirement accounts is usually sufficient, dramatic
swings in asset values over recent weeks likely caused the stock-portion of your retirement accounts to now be
underweight. Evaluate if a rebalance is appropriate to restore the long-term target recipe, and ensure annual
rebalancing is enabled (so that risk will be managed after recovery occurs). Don't suspend your automatic 401k
contributions.

e Consider suspending distributions from retirement accounts if money is not needed: recent legislation passed by
Congress allows for suspending minimum distribution requirements for 2020.

e Evaluate your current financial position: with financial
markets significantly cheaper than 3 months ago,
consider the current environment a great opportunity
to add excess cash, accumulated over recent months
from tax refunds or year-end bonuses, into your
investment account(s). Don’'t abandon recurring
savings contributions if possible. For the long-term
investor, environments like this provide attractive
entry points.

e Refinance your home: the flight to safety in bonds
and action by the Fed to cut interest rates caused
mortgage rates to drop materially. Bad economic
news often creates an opportunity for many
individuals with a home mortgage to refinance at a
lower interest rate. Monitor rates; with low closing
costs, even a reduction as small as 0.50% in your
interest rate can save you big interest expense (and :
cash flow) if you intend to stay in your home for ‘My bmkermys don’z‘panic, I'm Stz'/lyoung enoug/] to recoup my losses.”
more -than a Coup|e more years. Copyright © Bernard Scheonbaum / The New Yorker Collection / Condé Nast Publications / www.cartoonbank.com

In every environment, there are opportunities for those who retain a longer-term perspective. Each of the above strategies
requires a focus on the long-term, and can provide dramatic benefit to your net worth and financial flexibility down the
road.
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BENCHMARKING AS OF MARCH 31, 2020

Summary of index portfolio returns compiled by Nvest Wealth Strategies, Inc.

[  TOTALRETURN THROUGH 3/31/2020 |

STOCK/BOND

INDEX PORTFOLIO ALLOCATION
[ 1sTQTR | [12 M1Hs]| | 3 YEARS | [ 5 YEARS |
Capital 0% / 100% Cumulative -19% 0.8% 16% 71%
Preservation Annualzed 0.8% 15% 14%
Income 20% / 80% Cumulative 63% -2.4% 36% 76%
Annualzed -2 4% 12% 15%
Balanced 35% / 65% Cumulative -85% -3.9% 3.2% 8.0%
Conservative Annualzed -39% 11% 16%
Balanced 50% / 50% Cumulative -11.6% -6.0% 3.0% 9.0%
Annualzed -6.0% 10% 17%
Balanced 65% / 35% Cumulative -14.8% -84% 2.1% 9.1%
Growth Annualized -84% 0.7% 18%
Growth 80% / 20% Cumulative -18.1% -10.8% 1.7% 99%
Annualzed -10.8% 06% 19%
Aggressive 95% /5% Cumulative -20.4% -12.6% 0.8% 95%
Growth Annualized -12.6% 0.3% 1.8%

The index returns reflect returns of various mutual fund averages compiled by Morningstar and allocated as follows: Capital Preservation: 90% Bond Average, 10% Treasury Bill Index;
Income: 80% Bond, 10% Large Cap, 3% Mid Cap, 2% Small Cap, 5% International; Balanced Conservative: 65% Bond, 15% Large Cap, 5% Mid Cap, 3% Small Cap, 7%
International; Balanced: 50% Bond, 24% Large Cap, 7% Mid Cap, 4% Small Cap, 10% International; Balanced Growth: 35% Bond, 30% Large Cap, 9% Mid Cap, 6% Small Cap, 15%
International; Growth: 20% Bond, 38% Large Cap, 12% Mid Cap, 8% Small Cap, 17% International; Aggressive Growth: 10% Bond, 40% Large Cap, 15% Mid Cap, 10% Small Cap,
20% International. You cannot invest in these indexes or averages and all above indexes/averages include a 5% allocation to the Treasury Bill Index, reflecting a nominal level of cash.
The level of diversification represented by these benchmark averages may be materially different than actual client accounts; therefore, clients may experienced different levels of
performance volatility. Past performance is no guarantee of future results.

New Low
Data Most
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On any lower-
low, it's
important
that fewer
stocks make a
new low.
That was the
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'09. Perhaps
this is one
important
piece of data
to signal that
a more
durable
recovery is
approaching.
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SELECTED MIUTUAL FUNDS - TOTAL RETURN PERFORMANCE SUMMARY
As of March 31, 2020

Taxable Short-Term Bond Average 2.1% 0.7% 1.5% 1.4%
Taxable Intermediate Bond Average 1.6% 6.8% 3.9% 2.7%
Wells Fargo Ultra Short AS -2.3% -0.3% 1.1% 1.0%
Vanguard Short Federal HS 2.5% 5.3% 2.7% 2.0%
American Century Short Duration HS -1.1% 1.3% 1.7% 1.5%
Pioneer Short-Term Income HS -8.0% -5.2% -0.6% 0.2%
DoubleLine Low Duration HS -4.5% -1.8% 0.9% 1.2%
Vanguard Short-Term Investment Grade HS -1.6% 1.9% 2.1% 1.9%
American Funds Bond Fund of America HI 3.8% 8.9% 4.5% 3.2%
American Century GNMA Income HI 2.6% 6.7% 3.4% 2.3%
Diamond Hill Corporate Credit LI -11.1% -5.0% 1.8% 3.6%
Miller Convertible LI -10.8% -4.6% -0.3% 1.2%

BOND FUNDS - TAX EXEMPT
Tax-Free Intermediate Bond Average

Vanguard Muni Limited Term HS -0.6% 1.8% 1.9% 1.5%
T. Rowe Price Tax Free S/I HS -0.5% 1.6% 1.6% 1.3%
Vanguard Muni Intermediate Term HI -0.5% 3.5% 3.5% 2.8%
Vanguard Ohio Long-Term HL 0.5% 5.5% 4.8% 3.9%
STOCK FUNDS - DOMESTIC
S&P 500 Index -19.6% -7.0% 51% 6.7%
Equity Fund Average (Morningstar Mgr Agg US Core EW) -26.0% -17.2% -1.4% 1.7%
Schwab Large Cap Growth LG -14.1% 1.2% 10.8% 9.3%
Parnassus Endeavor LG -25.0% -15.6% -0.2% 4.8%
T.Rowe Price Dividend Growth Lv -18.7% -5.7% 6.2% 7.2%
WisdomTree US Quality Dividend Growth LV -19.4% -7.5% 5.4% 6.8%
American Century Equity Income Lv -21.5% -11.8% 0.5% 4.9%
Goldman Sachs US Equity Dividend & Premium Lv -19.5% -10.0% 1.2% 4.0%
Hennessy Focus MG -30.2% -17.4% -1.3% 1.0%
John Hancock Multifactor Mid-Cap MB -27.5% -18.3% -1.1% N/A
John Hancock Disciplined Value Mid-Cap MV -30.1% -20.1% -5.1% -0.0%
SPDR S&P600 Small Cap Growth SG -28.1% -21.5% -2.3% 2.4%
Neuberger & Berman Genesis SB -21.0% -11.1% 2.3% 4.6%
Diamond Hill Small-Cap sV -36.2% -29.5% -10.3% -4.9%
SPDR S&P600 Small Cap Value N -37.3% -30.7% -8.7% -1.7%
STOCK FUNDS - INTERNATIONAL
Morgan Stanley EAFE Index (Foreign) -22.8% -14.4% -1.8% -0.6%
Oakmark International Lv -38.1% -29.5% -11.3% -5.7%
Schwab Fundamental International Index LV -27.2% -20.9% -4.8% -1.9%
John Hancock International Growth LG -18.2% -7.9% 4.0% 3.6%
Thornburg Developing World LG -24.6% -15.1% 1.0% -0.2%
Harding Loevner International Small Company SG -26.3% -15.9% -1.1% 1.0%
Hennessy Japan LB -16.2% -7.8% 4.9% 6.7%
Salient-Forward Select Income (REIT) MV -31.6% -27.9% -9.5% -4.0%
Neuberger Berman Real Estate Securities MV -17.7% -7.6% 3.4% 3.4%
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