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Dear Friends,
Hoping you all had a wonderful Holiday Season!

We closed out our 4Q2020 Quarterly stating we were
optimistic that our economy and markets would flourish, and
boy did they. Despite a Covid related slowdown due to
multiple variants, the economy grew in 2021 by 5%
annualized through the first three quarters. The
unemployment rate fell from 6.7% at the start of the year to
4.2% in November. Various equity indexes are just below all-
time highs and corporate earnings were the biggest on
record.

While we enjoyed these buoyant times, we are reminded
that our economy is cyclical. Other themes cropping up
more recently have been inflation, volatility, and removal of
central bank accommodation.

An important part of investing and, broadly, financial planning,
is understanding these cycles. We can’t predict what’s
coming ahead, but we can be sure that highs will be followed
by lows, and subsequent highs, and so on. Despite riding
these waves, we’re confident that the overall trajectory is
from the “lower left to the upper right.”

It’s that belief in growth and human progress that sets the
foundation for our plans. If we can strip away the speculation
and uncertainty, and focus on the more tactical aspects of
planning, we know we can put our clients on the right track
toward peace of mind by removing financial anxiety, and
ultimately, achievement of whatever financial goals they may
have.

So, here’s to a successful 2022, whatever it may bring.
Wishing you, your families and friends, a safe and healthy year
ahead.

Best,

Ao P X))
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PLANNING NOTES

Active vs Passive Investing

We like to reinforce our preference for passive investing with solid visuals when we come across them. Below,
compares two charts of US equity large cap mutual fund annualized outperformance (or “alpha”) in 2
sequential 5-year periods — 6/2011-5/2016 and 6/2016-5/2021. The first chart is ordered from lowest to
highest outperformance and the second is in the same order as the first, such that whichever fund was the
highest outperformer in the first period shows up in the same location in the second period. Witness the
randomness in the second period, illustrating just how difficult it is to outperform consistently when picking
stocks and how those that outperform initially, likely won’t be able to continue this performance in the future.
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Data from MorningStar Direct, charts from New Age Alpha.

Annuities Are Coming to 401 (k) Accounts

We expect to see more 401 (k) plans offering annuities as an investment option. Annuities were always
allowed, but plan sponsors typically left them out due to concerns over legal liability should an annuity provider
fail. Ironically, legislative changes in the 2019 Secure Act reduced that exposure.

We usually steer clear of annuities unless there is a special planning angle. While we may struggle at times with
the emotional highs and lows of market investing, over the long run it typically produces superior outcomes
compared to guaranteed income from annuities.

This article from CNBC details the changes coming to 401 (k) plans and the players involved. It mentions an
annuity using a Schwab calculator — a 65-year-old male can receive $5,844 per year of guaranteed income with
a $100,000 investment today. Let’s compare that annuity to investing. And rather than level income,
investment account withdrawals start at $5,844 and increase at 3% per year to keep up with inflation.

Return (% IRR) Total Income/Withdrawals Remaining Funds
Annuity | Invest diff Annuity Invest diff Annuity Invest diff
Age 80 | -1.60% 8.00%| 9.60% $87,660| $108,692 $21,032 $0| $137,389| $137,389
Age 90 3.16% 8.00%| 4.84%| $146,100 $213,068 $66,968 $0| $140,998| $140,998
Age 100| 4.66% 8.00%| 3.34%| $204,540| $353,340| $148,800 $0 $95,273 $95,273

It’s clear that investing outperforms the annuity in each scenario. You may argue with assuming 8% investment
returns, however, consider that a 60/40 US stock/bond portfolio has annualized at 9.25% over the last 50
years. The moral of the story is to be careful with annuities. And if this intriguing new 401 (k) investment
option comes up in conversation with a friend or family member — have them give us a call.



https://www.cnbc.com/2021/10/15/annuities-might-be-coming-to-your-401k-plan-heres-what-to-know.html
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ANNUAL RETIREMENT PLANNING & HSA LIMITS

Retirement Limits 2022 2021|Social Security Limits 2022 2021

Covered compensation limit

Defined benefit maximum limit

Defined contribution plan maximum limit
Salary deferral limit 401 (k), 457(b), 403(b)
Catch-up contribution limit (Age > 50)
Highly compensated employee comp. limit
Key employee comp. limit

SEP maximum contribution limit

SEP earnings limit

SIMPLE salary deferral limit
SIMPLE catch-up contribution limit (Age>50)

IRA contribution limit
IRA catch-up contribution (Age>50)
Traditional IRA Deduction Phaseouts

- MF| - one spouse is an active participant

- MFJ - both spouses are active participant
- Single - taxpayer is an active participant
- Married filing seperately

Roth IRA Contribution Phaseouts

- Married filing jointly

- Single

- Married filing seperately

Estate Planning

Annual Gift Tax Exclusion

Non-Citizen Spouse Gift Tax Exclusion

Lifetime Estate and Gift Tax Exemption

$305,000
$245,000
$61,000
$20,500
$6,500
$135,000
$200,000
$61,000
$650
$14,000
$3,000
$6,000
$1,000

$290,000
$230,000
$58,000
$19,500
$6,500
$130,000
$185,000
$58,000
$650
$13,500

$3,000
$6,000
$1,000

$204k - $214k $198k - $208k

$109% - $129k  $105k - $125k

$68k - $78k
$0 - $10k

$66k - $76k
$0 - $10k

$204k - $214k  $198k - $208k
$129k - $144k  $125k - $140k

$0 - $10k
2022
$16,000
$164,000
$12,060,000

$0 - $10k
2021
$15,000
$159,000
$11,700,000

Maximum taxable earnings $147,000 $142,800
One quarter of coverage (max 4 per year) $1,510  $1,470
Retirement Earnigns Limits

- Before full retirement age (50% reduction) $19,560 $18,960
- Year of full retirement age (33% reduction) $51,960 $50,520
Social Security Disability Thresholds

- Max earnings - blind (monthly) $2,260  $2,190
- Max earnings - non-blind (monthly) $1,350 $1,310
Maximum monthly SS benefit $3,345  $3,148
PBGC maximum - monthly @ age 65 $6,205  $6,034
Fringe Benefits 2022 2021
Health Flexible Savings Account $2,850  $2,750
Dependent Care Flexible Savings Account $5,000  $5,000
Parking/Transit pass exclusion $280 $270
Adoption assistance $14,890 $14,440
Health Savings Account - HSA 2022 2021
High-deductible minimum deductible

- Single $1,400  $1,400
- Family $2,800  $2,800
High-deductible max out-of-pocket

- Single $7,050  $7,000
- Family $14,100 $14,000
HSA Contribution Limis

- Single $3,650  $3,600
- Family $7,300  $7,200
- Catch-up contributions (Age>55) $1,000  $1,000
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MARKET & ECONOMIC INDICATORS

Indicator Note [change vs prior quarter]

||nvestor Sentiment AAIl |37.7% Bullish [+9.6%] | 31.8% Neutral [+.7%] | 30.5% Bearish [-10.2%]

|Investor Sentiment CNN |68 Greed [+41]

|Leisure and Entertainment (PE)) |Up 26.38% [-3.94%), trailing the S&P 500 by 4.13% [-17.66%)

|Techno|ogy (XLK) |Up 36.98% [+21.82%], beating the S&P 500 by 6.47% [+7.93%]

|semiConductors (SMH) |Up 41.85% [+26.81%], beating the S&P 500 by 11.34% [+12.82%]

|Financials (XLF) |Up 36.66% [+4.68%], beating the S&P 500 by 6.15% [-9.26%]

|staples (vDC) |Up 18.83% [+13.57%], trailing the S&P 500 by 11.68% [+37%]

|Healthcare (XLV) |Up 26.58% [+13.35%], trailing the S&P 500 by 3.93% [+.51%]

|utilities (XLU) |Up 20.75% [+15.85%), trailing the S&P 500 by 9.76% [-2%]

| Commodities (GSG) |Up 39.79% [-1.09%), beating the S&P 500 by 9.28% [-14.96%]

|2yr/|0yr Government Bond Spread |Spread is positive at .85% [-.36 bps]

|High Yield Bonds (HYG) |YTD up 3.97% [+.99%)], beating the Barclays Bond Index by 5.61% [+1.1%]

|HYG spread vs |Oyr Treasury |+305 bps [-15 bps]

|YOY Corporate Earnings |Estimated earnings growth rate of 21.3%, this would be 4th straight quarter > 20%

|Central Bank Activity |Fed tapering will begin in March with 2 to 3 rate increases expected

|Average Hourly Earnings |YOY decrease of 1.9% (-2.8%) for the period ending November 2021

|Fund Flows |Outﬂows of $17.39 Billion for Equity Funds and outflows of $4.39 Billion for Bond Funds

|Advanced/Decline Line S&P 500 |S&P 500 at YOY hights, Nasdaq near YOY lows

|
|
|
|
|
|
|
|
|
|
|20yr+ Treasury (TLT) | |YTD down 4.48% [+2.96%], trailing the Barclays Bond Index by 2.84% [+3.07%]
|
|
|
|
|
|
|
|
|

|Merger & Acquisition Activity |M&A deal activty decreased in October, going down | 1.6% compared to September
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DISCLOSURES

Past performance may not be indicative of future results. Historical performance results for investment
benchmarkslindexes have been provided for general comparison purposes only, and generally do not
reflect the deduction of transaction and/or custodial charges, the deduction of an investment management
fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing historical
performance results. It should not be assumed that an account’s holdings correspond directly to any
comparative benchmark or index. Each index used as proxy for a given asset class/investment category
referenced in this newsletter is a commonly used benchmark for that asset class. An investor may not
directly invest in an index.

Some information in this newsletter is gleaned from third party sources, and while believed to be reliable,
is not independently verified. Other information presented herein is based upon facts derived from publicly
available information, and is also based on certain assumptions, including that there are no additional
changes to current tax law, and that demographic information regarding retirement plan contributions
also remains unchanged.

This material is intended to be educational in nature, and not as a recommendation of any particular
strategy, approach, product or concept for any particular advisor or client. These materials are not
intended as any form of substitute for individualized investment advice. The discussion is general in
nature, and therefore not intended to recommend or endorse any asset class, security, or technical aspect
of any security for the purpose of allowing a reader to use the approach on their own. Before participating
in any investment program or making any investment, clients as well as all other readers are encouraged
to consult with their own professional advisers, including investment advisers and tax advisors. Barrister
can assist in determining a suitable investment approach for a given individual, which may or may not
closely resemble the strategies outlined herein.

Barrister is registered as an investment adviser within the jurisdictions in which it is required to do so,
Registration as an investment adviser does not imply any certain degree of skill or training. Barrister’s
ADV Firm Brochure is available at www.Barrister.net



