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Statement Change Notice for
accounts at Charles Schwab:

A Personal Note
From Global
Wealth Advisors

lients with accounts at Charles Schwab received the insert notice below with their June statements. This notice was to let clients know
that beginning with their July statements, only accounts that have
qualifying transactions such as deposits, withdrawals, trades or stock dividends with receive a monthly statement for that month. Accounts that have
only interest payments on cash balances will receive quarterly statements as
required. This change applies to clients that receive either paper statements
delivered via US mail or electronically available via account access on the
Charles Schwab website. We have also included a copy of Frequently Asked
Questions (FAQs) that you may find helpful as well.
For clients that wish to keep receiving their monthly statements, Charles
Schwab is allowing them to opt out of this new process. Simply contact us by
Thursday July 14th so that we can submit your request to Charles Schwab in
time to continue your monthly statements.

he United Kingdom (UK)
has voted to leave the European Union. The world’s
financial markets reacted strongly to
the news because of the uncertainty
that lies ahead for the transition.
Although this exit brings with it
many financial, political and social
issues that will need to be addressed, it is something that can be
worked out over time.
Short-term, the financial markets will probably remain volatile
because investors don’t like uncertainty. Mid-term, the UK has up
to two years to work through the
various agreements and laws that
must be put in place for areas such
as banking, trade and immigration,
to name a few. Until then, the current laws and treaties will remain in
place. In the long-term, there are too
many other variables to realistically
project that far out.
Remember, volatility is part of
equity investing, and there is no way
to estimate when these markets will
settle down or move forward. That
has been true for every pullback or
market correction in history. What
is important is not to make decisions
based on emotions. Long-term
goals and objectives are just that –
long-term. It is best to stay focused
on the horizon in a well-diversified
portfolio.

Monthly statements
only when you
need them.
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You’ll
continue to receive a monthly statement for any account(s) with transactions
Live None
such as deposits and withdrawals, trades, and stock dividend distributions.
Fonts Charles Modern (Regular; True Type)
You’ll receive a quarterly statement for all account(s), including those with only
minor transactions such as payment of interest on cash in your account.
Schwab respects your time, and our goal is to limit communications to what’s
essential for your needs. If you have any questions or would like more information
about any of your advised accounts, please contact your advisor directly, visit
schwaballiance.com, or call Schwab Alliance at 1-800-515-2157.
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What History Says About Safe Retirement Withdrawal Rates
May 25, 2016
By: Alina Lamy,
Morningstar® ARC
hen approaching retirement, the first question
many investors ask is how
much money can they safely take from
their portfolio each year. A simplistic
way of looking at this is a withdrawal
rate, expressed as a percentage of your
investment assets. To help you make
that decision, it may be helpful to look
at what previous retirees could have
withdrawn over a long retirement.
The chart shows the historical
maximum sustainable inflation-adjusted
withdrawal rate over rolling 30-year
periods for three hypothetical stock and
bond portfolios from 1926 to 2015. In
the portfolios, stocks are represented by
the S&P 500 and bonds by an index of
five-year U.S. Treasury bonds. Initial
starting values for the three portfolios
are assumed to be $500,000. Rollingperiod returns are a series of overlapping, contiguous periods. For example,
the first point on the chart represents
the rolling period of January 1926
to December 1955, the second point
moves one month forward to the period
February 1926 to January 1956, and so
on.
As shown, the amount that could
have been withdrawn over each 30-year
period varied greatly. If you retired
right after the stock market crash of
1929 or in the early 1980s at the beginning of a long 20-year bull market,
you could have withdrawn over 10%
and still not run out of money after 30
years.
On the other end of the spectrum, if
you retired at the beginning of a bear
market, the maximum withdrawal rate
was as low as 3.5%.
Obviously, you don’t know when
you start retirement whether market
returns will be good or bad, so most

people pick a withdrawal rate near 4%, because it works most of the time. While
the chart models a fixed withdrawal rate for the entire period, we would advise
people to use a more flexible strategy in practice.
When choosing the allocation of stocks and bonds, a portfolio with a higher
stock allocation may make the most sense. The chart illustrates that a portfolio
invested in 75% stocks has been more volatile but has almost always paid off
through higher maximum withdrawal rates.
In conclusion, investors should start retirement with a conservative withdrawal
rate near 4% and make adjustments over time based on their income needs and
portfolio performance. And investors should consider a portfolio with at least a
50% equity allocation in retirement.

This is for informational purposes only and should not be considered financial planning advice.
Stocks are not guaranteed and have been more volatile than other asset classes. Government bonds are
guaranteed by the full faith and credit of the U.S. government as to the timely payment of principal and
interest, while stocks are not guaranteed and have been more volatile than bonds.
Stocks are represented by the Ibbotson® Large Company Stock Index. Bonds are represented by the
five-year U.S. government bond, and fees from Morningstar. All withdrawal rates are represented by an
inflation-adjusted percentage of the starting portfolio balance that, if withdrawn in each of the 30 years of
the hypothetical retirement horizon, would have resulted in an ending portfolio balance of $0. Inflation
represented by the Consumer Price Index. Annual fees of 0.69% for stocks and 0.57% for bonds were
assumed. An investment cannot be made directly in an index.

Investor Return Versus Total Return
May 25, 2016
By: Alina Lamy,
Morningstar® ARC
he average investor return
can diverge widely from a
fund’s posted total return,

illustrating the dangers of performance chasing. The Morningstar
Investor Return data point measures
how the typical investor in a fund
fared over time, incorporating the
impact of cash inflows and outflows.
It is not one specific investor’s ex-

perience, but rather a measure of the return earned collectively by all investors in the fund. Conversely, total return measures the percentage change
in price for a fund, assuming the investor buys and holds the fund over the
entire time period, reinvests distributions, and does not make any additional
purchases or sales.

This is for informational purposes only and should not be considered investment or financial planning
advice.
Mutual funds are sold by prospectus, which can be obtained from your financial professional or the
mutual fund company and which contains complete information, including investment objectives, risks,
charges, expenses and other information. Investors should read the prospectus carefully and consider
this information before investing or sending money.

The image illustrates the divergence in total return and investor return
for a mutual fund selected from Morningstar’s mutual fund database. The
fund’s 10-year total return was 3.9%, but its 10-year investor return was
a terrible negative 15.4%, which is quite a big difference. The fund’s net
cash flow tells the story of the discrepancy. Investors piled into the fund
during its runup between 2006 and mid-2007, with most inflows occurring
near the fund’s peak value. Investors then fled as the fund’s returns plummeted, with most outflows occurring near the fund’s bottom. This type of
behavior is not uncommon as investors tend to chase performance, buying
high and selling low.
In conclusion, performance-chasing is one of the biggest reasons investors underperform over the long term. By being aware of this behavioral
bias, you can be better prepared to counteract it, by learning to stick to a
long-term asset allocation plan through the market’s ups and downs.

GDP Growth &
Equity Returns
May 2016
Dimensional Fund Advisors
Many investors look to gross domestic
product (GDP) as an indicator of
future equity returns.
ccording to the advance GDP
estimate released by the
Bureau of Economic Analysis
(BEA) on April 28, annualized real US
GDP growth was 0.5% in the first quarter of 2016—below the historical average of 3.2%.1 This might prompt some
investors to ask whether below-average
quarterly GDP growth has implications
for their portfolios.
Market participants continually update their expectations about the future,
including expectations about the future
state of the economy. The current prices
of the stocks and bonds held by investors
therefore contain up-to-date information
about expected GDP growth and a multitude of other considerations that inform
aggregate market expectations. Accordingly, only new information that is not
already incorporated in market prices
should impact stock and bond returns.
Quarterly GDP estimates are released
with a one-month lag and are frequently
revised at a later point in time. Initial
quarterly GDP estimates were revised
for 54 of the 56 quarters from 2002 to
2015.2 Therefore, the final estimate for
last quarter may end up being higher or
lower than 0.5%.
Prices already reflect expected GDP
growth prior to the official release of
quarterly GDP estimates. The unexpected component (positive or negative) of a
GDP growth estimate is quickly incorporated into prices when a new estimate
1
2

Source: Bureau of Economic Analysis.
2002 to 2015 is the longest time period for which
BEA provides data comparing initial to final estimates. The average difference between an initial and
final estimate was 1% in absolute magnitude over
this time period.
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is released. A relevant question for investors is whether a period
of low quarterly GDP growth has information about short-term
stock returns going forward.

Exhibit 1: Quarterly S&P 500 Index Returns, 1948–2016
4%

EXHIBIT 1 shows that, from 1948 to 2016, the average
quarterly return for the S&P 500 Index was 3%. When quarterly
GDP growth was in the lowest quartile of historical observations, the average S&P 500 return in the subsequent quarter was
3.2%, which is similar to the historical average for all quarters.
This data suggests there is little evidence that low quarterly
GDP growth is associated with short-term stock returns above
or below returns in other periods.
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Sources: S&P Dow Jones Indices, Bureau of Economic Analysis.
Past performance is not a guarantee of future results. Indices are not available
for direct investment; therefore, their performance does not reflect the expenses
associated with the management of an actual portfolio.

Statement Change Notice for accounts at Charles Schwab:
(Continued from page 1)

Q5. Will this impact eStatements?

Frequently
asked
questions

A.

Yes. Monthly statements delivered electronically and by mail will not be generated if an account does not have
qualifying activity.

Q6. Can I request monthly statements regardless of account activity?

A.

Yes. Prior to July 15, 2016, you can request monthly statements by contacting your RM or Service Team. This will
result in no change in your/your clients’ statement experience. After July 15, 2016, you can request monthly
statements via the Statement Preferences Form on schwabadvisorcenter.com.

Q7. What happens to new Accounts and new Masters?

A.

Q1. When will this change go into effect?

A.

Q8. Can my service team help me to generate a monthly statement without qualifying activity?

This change will be put into place with July statements (delivered in August).

A.

Q2. When will statements be sent?

A.

New accounts inherit the statement frequency of their Master; if a Master has requested monthly statements
regardless of activity, all accounts under that master (new and existing) will generate monthly statements. New
Masters always default to the activity-based frequency.

Statements will be generated at least once a quarter according to regulatory requirements. However, monthly
statements will only be issued when accounts have qualifying transactions like deposits, withdrawals, trades
settling within the statement month, or stock dividend distributions and reinvestments.

No. If a statement does not have qualifying activity and is not generated, Schwab Service cannot force the
production of a past statement.

Q9. When is it too late to request monthly statements regardless of activity?

A.

To ensure you receive a monthly statement, Schwab must process your request two business days prior to the end
of the statement month. If there are large volumes of requests, your request may not be processed immediately.

Q3. What is a non-qualifying transaction?

A.

Certain transactions like interest payments on cash, money market income, journal entries within the same
account, and trades that settle in the next statement month will not generate a statement. However, these
transactions will be included in the next account statement sent. For example, if a client does not have a
qualifying transaction in January, the next account statement received will be dated from January 1 and include
all non-qualifying transactions.
To help you determine what types of transactions generate monthly statements, and which don’t, we’ve provided
a convenient table below.
Activity that generates monthly statements

Activity that does not generate monthly statements

• Bond interest payments
• Checks issued or deposited

• Journal entries within the same account
(from Type 1 to Type 2, for example)

• Commission credits

• Money market dividends (manual or automated)

• EFT or MoneyLink activity

• Schwab One interest

• Journal entries between accounts

• Interest on Deposit Accounts held through the
Bank Sweep feature

• New account (funded or securities deposited)
• Price corrections
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• Trading activity when the trades settle in the next month

• Reorganizations
• Schwab One transactions, such as checks, VISA
transactions, adjustments to interest1
• Stock dividends
• Trades settling in the month the statement is generated
• Transactions related to Bank Sweep feature
(not including interest)

Q4. How does this impact bundled statements?

A.

Bundled statements will only include statements that have qualifying transactions. This means that clients with
a partial bundle will receive a statement summary with only some of their accounts, and only those accounts will
be reflected in the balance. We will inform clients that some accounts may not be included in their statement
summary on the summary sheet itself.

1

Schwab One information on statements is 1 day behind. The Schwab One Limit is based upon the previous
business day’s closing prices (if on margin) and will not take into account any activity that takes place on the
last day of the month. The figures in the “Checkwriting and VISA Limit” area of the statement will not match the
values in the account. All other information on the statement is gathered on the last business day of the month.
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services of Schwab. Independent investment advisors are not owned by, affiliated with, or supervised by Schwab.
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