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Economic Brief: Show of Hands

Jon Manchester, CFA, CFP® (Senior Vice President, Chief Strategist, Wealth Management, and Portfolio Manager,
Sustainable, Responsible and Impact Investing), explores the quarter’s main themes: the hype (and rise in stock
prices) of companies pursuing or enabling Al technology; risk-on in the options and credit markets; and an overall

look at the economy.

The corporate version of name-dropping was on full
display during fourth quarter earnings season. By defini-
tion repetitive, this ritual of reporting earnings every
three months can seem like a “check-the-box” exercise.
A press release is issued, and then select members

of the management team host a call with Wall Street
analysts to discuss the results. Generally, the prepared
statements start with a raft of disclosures, followed

by thanking employees for their hard work, and some
sweeping comments meant to say that it was a good
quarter in the face of various challenges. For those hard-
ened analysts who follow the company on a daily basis,
it can be a lot of white noise. There are, however, certain
words or phrases that can pierce the solemnity. The
buzziest of which today, of course, is to mention artificial
intelligence (Al). These two words seem to have a near
mystical way of transforming an otherwise staid affair
into an event filled with promise.

This has not escaped executives. According to Goldman
Sachs, 36% of companies in the Standard & Poor’s 500
Index discussed Al on their Q4 earnings calls, a new
high.! Over 80% of Tech sector companies mentioned
Al, not surprisingly, but the prevalence is expanding in
other areas. The Energy sector saw the largest increase
in the percentage of companies mentioning Al, buoyed
by a push to automate processes and analyze vast
reams of data. Elsewhere, Bank of New York Mellon
Corp said they are using Al to do mundane tasks and
noted that Al is saving their research team two hours
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a day by harvesting data and assembling a rough draft
of research communications. Procter & Gamble is using
Al tools to optimize truck scheduling, fill rates, routing,
and sourcing, which they identified as a combined $200
million to $300 million savings opportunity. Investors
and analysts alike can embrace a slimmed down cost

1“3 themes from 4Q 2023 conference calls: Al, supply chains, and the labor market,” Goldman Sachs S&P 500 Beige Book, 2/14/24



structure, which enables more revenues to drop to the
bottom line. For some firms Al is a revenue opportunity
(see: NVIDIA), while for others it might be a way to

run leaner and squeeze more profits out of the same
business.

The stock market continues to reward companies that
are Al-hip, seemingly regardless of how early they are

on the adoption curve. Goldman Sachs tracks companies
either pursuing or enabling Al technology, and that bas-
ket of Al equities returned 24% in the first quarter, easily
outpacing the S&P 500's return of over 10%. The trans-
formational nature of Al played a supporting role in the
successful Initial Public Offering (IPO) of online platform
Reddit during the closing days of March. The stock priced
at $34/share initially, before jumping 48% on its first
day of trading. This, for a company founded in 2005 that
has yet to turn an annual profit, booking a roughly $91
million loss last year. With around one billion cumulative
posts across 100,000 active communities on its site,
Reddit is hoping it can license its content to companies
that train Al models.? Reuters reported in February that
Reddit secured a deal with Google worth $60 million an-
nually, providing a proof point for the bull case.

Goldman Sachs tracks
companies either pursuing
or enabling Al technology,
and that basket of Al
equities returned 24% in
the first quarter, easily
outpacing the S&P 500’s
return of over 10%.

Yield Or Yield Not

For all of these direct or indirect beneficiaries of Al
spend, analysts face an ongoing challenge to estimate
both the size and duration of the Al revenue streams. In
the meantime, investors aren’t waiting to catch a later
train. In fact, some are resorting to unusual measures,
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2 ‘Reddit Eases Back After IPO Popped. There Are Still Challenges Ahead for Ad, Al Push.” Investor’s Business Daily, 3/22/24
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such as buying convertible bonds with negative yields.
Convertible bonds normally offer a positive interest rate
in addition to the right to convert the bonds to equity
shares at a set price. In March, San Jose, California-based
Super Micro Computer rode a more than 1,000% Al-
stoked rally over the trailing 12 months into a coveted
spot in the S&P 500 Index. A leading provider of high-
performance Al servers, Super Micro issued convertible
debt in February with a 0% interest rate, and the yield
quickly traded into negative territory, finishing the quar-
ter at -2.1%. In other words, investors are paying for the
privilege of lending money to Super Micro, the inverse of
the typical arrangement. They do, however, have the car-
rot of potentially converting the bonds to equity shares
by February 2029, which could prove worthwhile if the
stock price continues to ascend.

Options trading is another area of the capital markets
full of pep. In March, options volumes on U.S. single
stocks exceeded trading volumes on the underlying
equities for the first time since 2021. Technology

stocks dominated the options leaderboard by absolute
volumes, and options on companies involved with Al or
cryptocurrencies proved a flytrap for investors buzzing
around those themes. Super Micro's average three-
month options volumes equated to an astonishing 22%
of the stock’s market capitalization as of mid-March, the
highest percentage on that metric for the trailing three-
month period, according to Goldman Sachs Derivatives
Research. This is all a bit reminiscent of 2021, when
meme stocks, options, and cryptocurrencies were run-
ning hot. Barron’s recently suggested the options market
is in the throes of a speculative mania, due in large part
to heavy trading on options that expire in under a week.*
That includes same-day expirations, also known as zero
days to expiration (ODTE), and Barron’s sees echoes

of the 1920’s bucket shops that enabled people to
gamble on stock price changes without owning shares.
Speculation is admittedly nothing new in financial
markets, always burning at the edges of town, but has a
bad habit of causing more widespread damage when the
winds are right.

Not to be outdone, the credit markets have likewise ad-
opted a risk-on approach. With the Federal Reserve still
expected to begin reducing the Fed Funds target range

during 2024, and an economic “soft landing” or even
no-landing viewed as in the works, investors feel em-
boldened to chase higher yields offered by lower-rated
corporate issuers. The Barclays Capital U.S. Corporate
High Yield Index spread over the 10-year U.S. Treasury
Note yield declined to 346 basis points (bp) at the end
of Q1. Ayear prior, that spread was 502 bps, close to the
average of the last three decades. A Bloomberg piece
said credit markets are acting like the go-go days of the
easy money era are back again.® Issuers with ratings
deep into junk territory are returning to market and
meeting strong demand, the article notes. The environ-
ment remains favorable, with default rates staying low.
JPMorgan’s data puts the trailing 12-month U.S. high
yield default rate at just 1.66% versus a 25-year average
of 3.00%.¢ With almost no room for improvement, reach-
ing for yield down the credit spectrum may not pay off,
particularly considering the availability of risk-free rates
north of 5% at the short end of the Treasury yield curve.

With the Federal Reserve
still expected to begin
reducing the Fed Funds
target range during
2024, and an economic
“soft landing” or even
no-landing viewed as

in the works, investors
feel emboldened to chase
higher yields offered by
lower-rated corporate
issuers.

3 “The Twenty US Stocks where Options Volumes Matter Most,” Goldman Sachs Derivatives Research, 3/13/24
4 “The Latest Options Craze Resembles Past Manias. That's Not a Good Thing.” www.barrons.com, 3/20/24
5 “Credit Markets Are Acting Like Easy Money Era Never Ended,” www.bloomberg.com, 3/8/24

6 JPMorgan Asset Management “Guide to the Markets,” 3/11/24
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The Simple Bare Necessities

Personification is a figure of speech, in which objects

are given human traits. The next time you dine out with
friends, for example, you might say the créme brilée is
calling your name. Although not literally true, it's fun to
imagine the siren call of the dessert menu. If we were

to choose one word to describe inflation at present,
stubborn seems to be the adjective of choice. After
peaking at 9.1% year-over-year growth in June 2022, the
Consumer Price Index (CPI) decelerated to just a 3.0%
rate a year later. Since then, progress has stalled, leaving
CPl up 3.2% year over year in February 2024. The Fed'’s
favored inflation metric, the Personal Consumption
Expenditures (PCE) Core Index, was a little less stubborn,
ringing in an increase of 2.8% year over year in February.

Ultimately, corporations
will need to prove they
can grow profits at a fast
enough clip to justify
market expectations, with
or without a little help
from their new Al friends.

This has complicated decision-making for the Fed, and
delayed the highly-anticipated pivot to easier monetary
policy. Fed chairman Jerome Powell acknowledged the
pickle they are in during his March 2024 press confer-
ence: “We know that reducing policy restraint too soon
or too much could result in a reversal of the progress
we have seen on inflation and ultimately require even
tighter policy to get inflation back to two percent. At
the same time, reducing policy restraint too late or

too little could unduly weaken economic activity and
employment.”” Eight months past the last Fed Funds
rate hike, economic data has largely remained solid. The

unemployment rate has stuck under the 4% mark since
January 2022. Gross Domestic Product (GDP) grew 3.1%
inflation-adjusted in 2023, and the median Fed projec-
tion expects a little over 2% growth this year. Existing
home sales jumped 9.5% in February 2024, an encourag-
ing sign amidst elevated mortgage rates.

There are pockets of weakness. The Institute for Supply
Management (ISM) monthly manufacturing survey post-
ed a 16th-consecutive contractionary month in February,
before finally creeping into expansion territory in March.
Similarly, the Conference Board's Leading Economic
Indicators (LEI) Index managed a 0.1% month-over-
month increase in February, snapping a nearly two-year
journey in negative territory. Still, no recession, and
perhaps it doesn’'t need to be complicated. Consumers
are employed, with added tailwinds from the financial
markets, steady housing prices, and well-anchored infla-
tion expectations.

Equity valuations for the largest U.S. companies seem
to fully discount the “good enough” economy and the
Fed pivot potential. Estimated S&P 500 Index operating
earnings for 2024 actually slightly decreased during Q1,
dropping from $242 per share at the outset to $240

at quarter end.® Combined with a 10% price increase,
the Index’s forward valuation was two points higher at
nearly 22x at quarter end, driven up by those large Tech
companies riding the Al wave. In comparison, the S&P
500 Equal Weighted Index trades at 17x, a better gauge
of pricing for the average stock. Lower interest rates
should be supportive of elevated valuations, assuming
the Fed is able to avoid the “too late or too little” pot-
holes. Ultimately, corporations will need to prove they
can grow profits at a fast enough clip to justify market
expectations, with or without a little help from their new
Al friends.

7 “Transcript of Chair Powell’s Press Conference,” www.federalreserve.gov, 3/20/24

8 “S&P 500 Earnings and Estimate Report,” www.spglobal.com, 3/21/24.
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Q12024 World Events

WITH THE S&P 500 INDEX AS THE BACKDROP
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Navigating Sky-High Health Care Costs in
Retirement: How HSAs Can Bring Relief

Lena McQuillen, CFP®, Director of Financial Planning, explores the many ways
that Health Savings Accounts (HSAs) can be used throughout your life—including
in retirement—to help combat the high cost of health care, and what you should
consider and know, from tax implications to beneficiary designations.

It's no secret: health care costs often rank among the
most significant expenses in retirement. A single retiree
aged 65 in 2023 may need to have saved approximately
$157,500—after tax—to cover health care expenses in re-
tirement, according to Fidelity; for a retired couple, this
number is doubled, coming in at a staggering $315,000'

However, these figures will vary based on factors such as
location, longevity, overall health, and types of accounts
used to cover expenses—including Individual Retirement
Arrangements (IRAs), taxable accounts, and Health
Savings Accounts (HSAs). In this issue of the 9:05, we ex-
plore the pros and cons of HSAs to help combat the high
cost of retirement health care expenses.

What is a Health Savings Account (HSA)?

Health Savings Accounts (HSAs) have emerged as a pop-
ular savings vehicle for health care expenses. An HSA

is similar to how a 401(k) plan is used to save for retire-
ment, but is specifically designed for health care costs
throughout one’s life. An HSA is a medical savings ac-
count that you can contribute to and withdraw from for
qualified medical expenses—now, prior to retirement, or
when retired. It's also the only savings vehicle available
today that offers a triple-tax benefit.

1. Tax-deductible Contributions: Contributions reduce
your federal taxable income, regardless of how high
your income. (Note: States will vary on deductibil-
ity; currently, residents of California cannot deduct
HSA contributions on their state income tax returns.)
Employers may contribute to the account on your
behalf as well.

2. Tax-deferred Growth: Earnings on your contributions
have an advantage of growing tax-free. Funds can
also be invested in a brokerage account providing

additional flexibility in investment options allowing
you to manage growth and risk to invest for the long
term. The HSA is yours for life even if you leave the
company where you opened the HSA.

3. Tax-free Withdrawals: Qualified medical expenses
can be withdrawn tax-free at any time after the es-
tablishment of the account. Non-qualified expenses
can be withdrawn, but will be taxed as income (Note:
There is a 20% penalty in addition to income taxes
on non-health care or non-IRS-qualified medical
expenses if you are under 65 when you take the
withdrawal.)

A Health Savings Account
(HSA) is the only savings
vehicle available today
that offers a triple-tax
benefit.

Contributions and High Deductible Plan
Eligibility

To contribute to an HSA, you must also be covered by

a high-deductible health plan (HDHP) with no other
non-HDHP coverage. In 2024, the maximum contribu-
tion limit is $4,150 for singles and $8,300 for families,
with a catch-up contribution of $1,000 for those age 55
and older. Additionally, you must cease contributing at

1 ‘“Fidelity® Releases 2023 Retiree Health Care Cost Estimate: For the First Time in Nearly a Decade, Retirees See Relief as Estimate Stays Flat
Year-Over-Year’, https://newsroom.fidelity.com/pressreleases/fidelity--releases-2023-retiree-health-care-cost-estimate--for-the-first-time-in-
nearly-a-decade--re/s/b826bf3a-29dc-477c-ad65-3ede88606d1c, 7/21/2023
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least six months prior to enrolling in Medicare to avoid
penalties.

For the high-deductible health plan itself to qualify, it
must have a minimum deductible of $1,600 for singles
and $3,200 for families. The maximum out of pocket al-
lowed for an HSA-qualified plan is $8,050 for singles and
$16,100 for families.

Who Does and Doesn’t Benefit from HSAs?

Given the high deductible associated with HDHPs, you
might wonder if an HSA is right for you. Generally, HSAs
are most advantageous for healthy individuals with few-
er health care needs. If you anticipate minimal medical
expenses in the near term, maximizing the tax-deferred
growth of your HSA contributions can provide a valuable
reserve for significant future medical costs.

However, if you have a chronic condition, anticipate fre-
quent health care utilization throughout the year, or
expect a major health event such as surgery or child-
birth, a high deductible plan and HSA may not be the
best option. A lower deductible insurance plan may be
a more suitable choice, even if it comes with a higher
monthly premium.

What are the HSA Withdrawal Rules?

Unlike traditional retirement accounts, HSAs have

no minimum age requirement for tax-free qualified
withdrawals nor do HSAs have required minimum distri-
butions. Funds can be invested and left to grow, and you
can be reimbursed for a qualified medical expense, even
if it happened in the past, provided they were not pre-
viously reimbursed or taken as an itemized deduction.
The expense must also have occurred between the time
when the account opened and when you die.

Why Consider an HSA?

While the annual contribution limits may not seem size-
able, early and strategic saving can result in significant
HSA balances over time, especially if you opt to let funds
accumulate rather than immediately reimburse qualified
medical expenses. This approach means paying for some
of your current medical expenses out of pocket, but can
lead to a substantial balance in your HSA account by

the time you retire. Considering the high costs of health
care during retirement, having tax-free funds available

through your HSA can alleviate the strain on your other
retirement accounts, allowing them to last longer.

Who Can Inherit and Maintain an HSA?

It is important to consider the post-death rules govern-
ing HSAs, especially if you anticipate accumulating a
substantial balance that may not be fully utilized during
your lifetime. This can have significant tax implications,
particularly if your beneficiary is someone other than
your spouse.

Unlike traditional
retirement accounts, HSAs
have no minimum age
requirement for tax-free
qualified withdrawals nor
do HSAs have required
minimum distributions.
And, funds can be invested
and left to grow.

Should your spouse be designated as your HSA benefi-
ciary, they can inherit the account tax-free and integrate
it into their own HSA (or create one if they do not have
an existing HSA). However, if the beneficiary is someone
other than your spouse, the account loses its HSA status,
requiring the entire balance to be withdrawn and treated
as taxable income to your beneficiary. Consequently, if
your beneficiary is already in a high tax bracket, the tax-
es owed on the inherited funds could substantially erode
its value and potentially push them into an even higher
tax bracket.

Preparing For Tax-Efficient HSA Utilization

Considering the potential for significant HSA balances
upon retirement, it's essential to plan for tax-efficient
utilization and the management of any remaining bal-
ance, especially in the event of your passing. Here
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are some proactive steps to ensure your HSA is used efficiently and that your assets are passed on effectively
efficiently: to your beneficiaries. Your Bailard Investment Counselor
can provide personalized insights and help you navigate

1. Utilize Funds During Your Lifetime: Actively utilize P . . :
the complexities of retirement planning with confidence.

your funds for qualified medical expenses to prevent
excessive accumulation, especially for larger medical
expenses before or during retirement.

2. Plan For and Take A “Deathbed Drawdown”:
Maintain records of unreimbursed and undeducted
qualified medical expenses since the establishment
of the account. This documentation will enable you
to make an immediate and potentially substantial
tax-free withdrawal before your passing, known as
a deathbed drawdown. This can become challeng-
ing without proper documentation as IRS rules will
require you to be able to substantiate any reim-
bursements. Documents you will want to hold onto
include: medical expense receipts, tax records, HSA
account statements, itemized bills, and other tax
forms to prove the expenses were not previously
deducted.

3. Assess Tax Implications of a Non-qualified
Withdrawal: If you don’t have records to make a
“deathbed drawdown,” consider the pros and cons
of making a withdrawal anyway. Evaluate whether
you or your designated beneficiary are in a lower tax
bracket. If you are in the lower tax bracket, it may
make sense to take a non-qualified withdrawal and
pay taxes at your income tax rate—especially if you
are over 65 and can avoid the 20% penalty.

Exploring an HSA and Retirement Planning
Options

Planning for health care expenses in retirement is cru-
cial for financial security and peace of mind. HSAs offer
valuable benefits and tax advantages for managing these
costs, but they require thoughtful consideration and
strategic planning. By proactively utilizing your HSA, as-
sessing tax implications, and preparing for the future,
you can ensure that your health care needs are met

Sources:
“Fidelity® Releases 2023 Retiree Health Care Cost Estimate: For the First Time in Nearly a Decade, Retirees See Relief as Estimate Stays Flat
Year-Over-Year,” https://newsroom.fidelity.com/
“Health Savings Accounts Explained,” https://learn.firm.caribouadvisors.com/health-savings-accounts-explained, 3/3/2023
‘Blogs For Advisors’ Websites,” https.//learn.firm.caribouadvisors.com/faqs-and-guides-for-financial-advisor-active-customers/marketing-
materials-for-fas/new-blogs-for-advisors-websites, accessed March 29, 2024
“How To Quickly (And Tax-Efficiently) Draw Down HSA Assets,” https.//www.kitces.com/blog/hsa-tax-benefits-withdrawal-qualified-medical-
expenses-irs-records/, 2/15/2023
‘5 HSA Rules You Need to Know - Ed Slott and Company, LLC (irahelp.com),” https.//irahelp.com/slottreport/5-hsa-rules-you-need-know/,
4/5/2023
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The “Blocking and Tackling” of Estate Planning

Dave Jones, JD, LLM, CFP®, Senior Vice President and Director of Estate Strategy,
dives into how estate planning can be broken down into blocking and tackling—
much like football—to create a “winning strategy.”

Legendary football coach Vince Lombardi once said:
“Football is two things—blocking and tackling.” Perhaps
an oversimplification, but the principle is correct.
Winning in football boils down to whether the team does
a few, essential things really well. If a team blocks and
tackles better than the team they're playing, they're like-
ly to win.

At Bailard, we recognize that achieving your estate
planning goals often hinges on a few critical aspects of
the planning process. These tasks may seem basic and
perhaps even tedious, but their importance cannot be
overstated. They are:

1. Regularly reviewing estate planning documents;
2. Funding your revocable trust; and

3. Designating beneficiaries for retirement accounts,
annuities, and life insurance policies.

In this article, we explore these critical aspects of estate
planning to help you accomplish your estate planning
objectives.

Why—and How Often—to Regularly Review
Estate Planning Documents

Estate planning documents—such as wills, trusts, pow-
ers of attorney, and healthcare directives—form the
foundation of your estate plan. However, it's not enough
to simply create these documents and then forget about
them. Since life is dynamic, circumstances change over
time, which may necessitate revisions to your estate
planning documents. Like a football game, you cannot
necessarily set and forget a “winning” strategy—your ap-
proach must be dynamic, adjusted based on your team'’s
players, changing circumstances, and other factors.

It's not uncommon for clients’ estate planning docu-
ments to be more than 10 or 20 years old—requiring
significant updates to address changes in personal cir-
cumstances as well as changes in tax and state laws. We
generally recommend that estate planning documents

be reviewed every two to five years, even if personal cir-
cumstances haven't drastically changed. Outside of this
maintenance cadence, some common life events warrant
immediate review:

Marriage or Divorce Within the Family: Changes in
marital status can have significant tax and non-tax
implications for your estate plan. It's crucial to up-
date your documents when your marital status—or
the marital status of a future beneficiary—changes
to reflect current circumstances and intentions re-
garding the distribution of your assets.

- Birth or Adoption of Children: The arrival of a new
child or grandchild often prompts the need to revise
your estate plan to ensure that your loved ones are
provided for in accordance with your wishes.

«  Changes in Financial Status: Significant changes in
your financial situation, such as inheritances, busi-
ness ventures, or liquidity events, may necessitate
adjustments to your estate plan to account for new
assets or liabilities.

«  Relocation to Another State: State laws governing
estate planning and probate vary, so if you move to
a different state, it's essential to review and update
your estate planning documents to ensure they com-
ply with the laws of your new state of residence.

« Changes in Beneficiaries or Fiduciaries: If your re-
lationships with beneficiaries change or if you wish
to add or remove beneficiaries, it's crucial to up-
date your estate planning documents accordingly.
Similarly, it's also very important to update your
documents if you wish to change your fiduciaries
(i.e., Executors, Trustees, Guardians, Agents).

Regularly reviewing and updating your estate planning
documents in light of these and other significant life
events—or every two to five years—helps ensure that
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your documents accurately reflect your wishes and that
your assets are distributed according to your desires.

Creating and Funding Your Revocable Trust

Arevocable trust is a valuable estate planning tool that
offers numerous benefits, including probate avoidance,
privacy, and flexibility in asset distribution. However,
simply creating a revocable trust is not sufficient to reap
these benefits; you must also fund the trust by transfer-
ring title of your assets into it.

By funding your revocable trust, you ensure that the
above assets are held and managed according to the
terms of the trust, thereby avoiding probate and stream-
lining the administration of your estate. (Note: In several
states, such as California and New York, the probate pro-
cess can be much more expensive and time-consuming
than other states, such as Texas or Montana. You should
consult your local counsel to guide you about the pro-
bate process in your state and county.) Additionally, a
revocable trust provides continuity of asset manage-
ment in the event of your incapacity, as your designated
successor trustee can step in to manage the trust assets
on your behalf. Assets that can be transferred to a revo-
cable trust generally include:

- Real Estate: Transfer ownership of your primary res-
idence, vacation homes, rental properties, and other
real estate holdings to your revocable trust. Often
your attorney will prepare the deed and transfer
documents for real estate.

- Financial Assets: Transfer bank accounts, brokerage
accounts, and investment accounts to your revo-
cable trust. If you have digital assets (e.g., Bitcoin) in
a wallet or held on an exchange (e.g., Coinbase), you
should discuss with your attorney the most effective
methods of transferring ownership of these assets
to your revocable trust. Additionally, any loans that
you have made to family or others may be consid-
ered a financial asset and titled in your revocable
trust.

« Business Interests: If you own a business, consider
transferring ownership interests or shares to your
revocable trust. For example, S corporation shares

Help Avoid Probate Beyond Setting Up
a Revocable Trust: Create a Schedule of
Trust Assets and/or a General Assignment

In some cases, probate is triggered because
assets are not re-titled to your revocable

trust before death by mistake or oversight.

To address this, attorneys in California, for
example, frequently prepare a “schedule of
trust assets” and/or a “general assignment’—a
back-up document that assigns tangible
personal property as well as other assets to
your revocable trust (excluding certain assets
that operate by beneficiary designation, such
as retirement accounts). Typically only a few
pages long, the schedule of assets and/or the
general assignment can save families from

the probate process when there are non-trust
assets that should have been re-titled in the
trust during the trustor’s life. In those cases, the
successor trustee often petitions the court to
order any non-trust assets as trust assets, so
as to honor the intent of the trustor reflected in
the schedule of trust assets and/or the general
assignment. While these documents do not
guarantee your estate will avoid probate, they
greatly increase the likelihood of doing so.

or LLC membership interests need to be updated to
reflect ownership in your revocable trust.

«  Personal Property: Valuable personal property items
such as artwork, jewelry, vehicles, and collectibles
may also be transferred to your revocable trust.

Designate Beneficiaries of Retirement
Accounts, Annuities, and Life Insurance

Beneficiary designations for retirement accounts, an-
nuities, and life insurance policies supersede the in-
structions outlined in your will or trust. Therefore, it's
essential to review and update these beneficiary desig-
nations regularly to ensure they align with your current
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wishes and intentions, and are coordinated with your
overall estate plan. Here are some key considerations:

Primary and Contingent Beneficiaries: Designate
both primary and contingent beneficiaries to ensure
that your assets pass according to your wishes, even
if your primary beneficiaries predecease you. Doing
so will also help these assets avoid probate, which
may occur when there is no beneficiary designated
to inherit the account.

Minor Beneficiaries: If you intend to leave assets to
beneficiaries under the age of 18, carefully consider
establishing a trust or naming a trust as the benefi-
ciary to manage and distribute the assets on behalf
of the minors. New laws regulating retirement plans
make this a very complex area of the law, so be sure
to consult with your attorney before designating a
trust as a beneficiary.

Spousal Beneficiaries: If you are married, your
spouse may have certain rights to your retirement
accounts and other assets. Consult with your estate
planning attorney to ensure that your beneficiary
designations comply with applicable laws and maxi-
mize the benefits available to your spouse.

Charitable Beneficiaries: If you wish to support char-
itable causes, consider naming charitable organiza-
tions as beneficiaries of your retirement accounts,
annuities, or life insurance policies. Naming a chari-
table beneficiary can also minimize, or eliminate, any
estate and/or income taxes associated with the ac-
count or policy.

Play Like a Team

Estate planning, much like football, hinges on mastering
the basics—the blocking and tackling, so to speak. But
winning still requires communication and playing like a
team. For example, sometimes it is more advantageous
to make a gift by beneficiary designation than through
your will or revocable trust, or vice versa. It is common
to remove a charitable beneficiary from the will or revo-
cable trust and instead make the gift from a retirement
account for tax reasons.

Regularly reviewing and updating your beneficiary des-
ignations ensures that your assets are distributed ef-
ficiently and in accordance with your wishes, while also

minimizing the potential for unnecessary taxes, disputes,
or challenges to your estate plan.

Beneficiary designations
for retirement accounts,
annuities, and life
insurance policies
supersede the instructions
outlined in your will or
trust; it'’s essential to
review and update these.

While estate planning may not be the most enticing topic
for many (many may argue the same about football),

it's crucial to recognize estate planning’s significance in
securing a smooth transition of wealth. By addressing
these three “block and tackle” tasks—reviewing docu-
ments on a regular basis, funding your revocable trust,
and designating beneficiaries—you lay the groundwork
for a "winning” estate plan.
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Market Performance
As of March 31, 2024

U.S. Interest Rates 6/30/2023 9/30/2023 12/31/2023 3/31/2024
Cash Equivalents

90-Day Treasury Bills 5.30% 5.45% 5.22% 5.38%
Federal Funds Target 5.25% 5.50% 5.50% 5.50%
Bank Prime Rate 8.25% 8.50% 8.50% 8.50%
Money Market Funds 5.06% 5.31% 5.32% 5.29%
Bonds

10-Year U.S. Treasury 3.84% 4.57% 4.05% 4.30%
10-Year AA Municipal 2.62% 3.19% 2.68% 2.64%

Source: Bloomberg, L.P.

U.S. Bond Market Total Returns (US$) through 3/31/2024 QUARTER | SIXMONTHS YEAR TO DATE ONE YEAR
U.S. Bonds

Bloomberg U.S. Treasury Index -0.96% 4.65% -0.96% 0.05%
Bloomberg U.S. Corporate Index -0.40% 8.07% -0.40% 4.43%
Bloomberg U.S. Aggregate Index -0.78% 5.99% -0.78% 1.70%
Bloomberg U.S. 1-15 Municipal Blend Index -0.29% 6.07% -0.29% 2.62%

Source: Bloomberg, L.P.

Global Stock Market Total Returns (US$) through 3/31/2024 QUARTER = SIXMONTHS  YEAR TO DATE ONE YEAR
U.S. Stocks

S&P 500 Index 10.55% 23.47% 10.55% 29.86%
Morningstar U.S. Small Value Index 4.64% 20.73% 4.64% 21.59%
Morningstar U.S. Small Growth Index 5.29% 20.52% 5.29% 21.01%
Morningstar U.S. Large Growth Index 9.59% 26.82% 9.59% 37.27%
Morningstar U.S. Large Value Index 8.89% 17.62% 8.89% 20.90%

International Stocks
MSCI EAFE (Europe, Australasia, Far East) Index, net dividends 5.67% 16.68% 5.67% 15.19%
MSCI Emerging Markets, net dividends 2.09% 10.12% 2.09% 7.86%

Sources: Bloomberg, L.P. and Morningstar

Alternatives (US$) through 3/31/2024 QUARTER SIXMONTHS | YEAR TO DATE ONE YEAR
NFI-ODCE Index* -4.83% -9.43% -4.83% -13.53%
Gold Spot 8.09% 20.62% 8.09% 13.23%
WTI (West Texas Intermediate) Crude Oil 16.08% -8.39% 16.08% 9.91%

Sources: Bloomberg, the National Council of Real Estate Investment Fiduciaries
*Q1 2024 data not yet released. The fourth quarter return assumed to be same as the Q4 2023 return.

Past performance is no indication of future results. All investments have the risk of loss.
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ABOUT THE 9:05

Since 1978, we’ve held a weekly company-wide meeting during which we

talk about the prior week’s activities and those anticipated in the week to
come. We refer to this meeting, which begins just after nine each Monday
morning, as “the 9:05.” Just as the 9:05 enables us to share our knowledge and
insights with each other, this newsletter provides us with a valuable means of
communicating with our clients. Hence its title: the 9:05.

Disclosures

The information in this publication is based primarily on data available as of March 31, 2024 and has been obtained
from sources believed to be reliable, but its accuracy, completeness, and interpretation are not guaranteed. We do
not think it should necessarily be relied on as a sole source of information and opinion.

This publication has been distributed for informational purposes only and is not a recommendation of, or an offer

to sell or solicitation of an offer to buy any particular security, strategy, or investment product. It does not take into
account the particular investment objectives, financial situations, or needs of individual clients. Neither Bailard nor
any employee of Bailard can give tax or legal advice. The contents of this document should not be construed as, and
should not be relied upon for, tax or legal advice. Any references to specific securities are included solely as general
market commentary and were selected based on criteria unrelated to Bailard's portfolio recommendations or the
past performance of any security held in any Bailard account. All investments have risks, including the risks that
they can lose money and that the market value will fluctuate as the stock and bond markets fluctuate. There is no
guarantee that any investment strategy will achieve its objectives. Charts and performance information portrayed

in this newsletter are not indicative of the past or future performance of any Bailard product, strategy, or account
unless otherwise noted. Market index performance is presented on a total return basis (assuming reinvestment of
dividends) unless otherwise noted. Past performance is no guarantee of future results. All investments have the risk
of loss. This publication contains the current opinions of the authors and such opinions are subject to change without
notice. Bailard cannot provide investment advice in any jurisdiction where it is prohibited from doing so.

the 9:05 is published four times a year by Bailard, Inc., 950 Tower Lane, Suite 1900, Foster City, California 94404-
2131. (650) 571-5800. www.bailard.com. Publication dates vary depending upon the availability of critical data, but
usually fall in the first month of each new quarter.
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