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Auto Insurance Changes
in Michigan
s investment advisors, we
help clients manage multiple
forms of risk, focusing
mainly on investment risks. Another
important function is to alert our
clients when significant changes
occur in laws and regulations. A new
Michigan law takes effect on July 2nd
of this year in terms of a section of
your automobile insurance known as
PIP, or Personal Injury Protection.
Ever since Michigan became a
No-Fault state, PIP has been required,
and essentially says that medical
expenses incurred in an auto accident
are payable under the insured’s own
policy, with exceptions for death,
permanent disability or disfigurement.
The benefits under PIP have been
unlimited, even though many or most
have other health insurance.
Now, under the change, customers
will have various options, depending
on their personal circumstances and
preferences. The automatic default
option will be a continuation of
the unlimited PIP, but with a 10%

reduction in premiums. Those with
ample insurance, including Medicare
with a Medicare Supplement policy,
may decide to accept a lower amount
of coverage such as $500,000 or
$250,000 in order to minimize the
duplication of insurance. The savings
in premium would be even higher
under these options. You may also
elect to have no PIP coverage at all.
Recognizing that this area is
fairly complicated, we suggest that
you discuss your alternatives with
your own agent and/or another
specialist. Ask about liability
coverage, uninsured/underinsured
motorist options, and any other
areas of concern. Moreover, as part
of the discussion with your agent,
you should consider the prudence
of obtaining or even increasing
coverage under your Umbrella
Liability policy, which provides
excess coverage over your auto and
homeowners liability limits. So, be
careful out there!

A Personal Note
From Global
Wealth Advisors
question we’re often asked
these days is “Why are the
equity markets recovering so
well, when the economy is not
fully functioning and the pandemic is
still with us?” The short answer is that
equity markets look to expected earnings
and dividends, if applicable, to determine
today’s stock prices.
The market corrections were the result
of equity markets responding to the
uncertainty of how the pandemic would
affect the global economy. No one could
say how long the virus would last or how
medical science would treat or eradicate
it.
In response, the Federal government
passed legislation that aided small
business and provided individuals
enhanced unemployment benefits as well
as cash payments. Companies stepped
up to manufacture medical supplies, and
pharmaceutical firms began the research
to find a treatment and vaccine.
States formulated stay-at-home plans to
slow the spread of the virus and gradually
re-open the economy. In fact, since
our economy is about 70% consumer
spending, it’s a hugely important part
of our financial engine and it has to be
handled correctly.
So, although the equity markets have
rebounded and the economy is slowly
recovering, it will take much more time
to return to some sense of “normalcy”.
As President Truman once said, “America
was not built on fear. America was
built on courage, imagination and an
unbeatable determination to do the job at
hand.”

US Equity Returns Following
Sharp Downturns
udden market downturns can
be unsettling. But historically,
US equity returns following
sharp downturns have been positive.
•

A broad market index tracking data
since 1926 in the US shows that
stocks have generally delivered
strong returns over one-year,
three-year, and five-year periods
following steep declines.

•

Just one year from a decline of 10%
or 20%, returns were higher than
the long-term average of 9.6%. And
the return after a 15% decline was
within half a percentage point of
the average.

•

Looking three and five years later
also shows annualized returns
averaged higher than the long-term
average.

Sticking with your plan helps put
you in the best position to capture the
recovery.

FAMA/FRENCH TOTAL US MARKET RESEARCH INDEX RETURNS,
July 1926—December 2019

Source: Dimensional. Past performance is no guarantee of future results. Short term performance results should be considered in connection with
longer term performance results. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the
management of an actual portfolio.
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The Randomness of Returns
Annual Return (%)
iven the recent global market volatility, we thought it would be helpful to provide some long-term perspective.
This chart covers twelve major asset classes over the last fifteen years ending 2019. It shows just how random and
unpredictable the returns are and reinforces the importance of diversifying your investment mix.

In US dollars. US Large Cap is the S&P 500 Index, data © 2020 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. US Large
Cap Value is the Russell 1000 Value Index. US Small Cap is the Russell 2000 Index. US Small Cap Value is the Russell 2000 Value Index. Frank Russell
Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. US Real Estate is the Dow Jones US
Select REIT Index, data © 2020 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. International Large Cap Value is the MSCI
World ex USA Large Cap Value Index (gross div.). International Small Cap is the MSCI World ex USA Small Cap Index (gross dividends). International
Small Cap Value is the MSCI World ex USA Small Cap Value Index (gross dividends). Emerging Markets is the MSCI Emerging Markets Index (gross
dividends). MSCI data © MSCI 2020, all rights reserved. One-Year US Fixed is the ICE BofA One-Year US Treasury Note Index, ICE BofA index
data © 2020 ICE Data Indices, LLC. Five-Year US Government Fixed is the Bloomberg Barclays Treasury Bond Index 1–5 Years, Bloomberg Barclays
data provided by Bloomberg. Five-Year Global Fixed is FTSE World Government Bond Index 1-5 Years (hedged to USD). FTSE fixed income indices
© 2020 FTSE Fixed Income LLC. All rights reserved. Indices are not available for direct investment. Their performance does not reflect the expenses
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investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is not a guarantee
of future results.

The Cost of Trying To Time the Market
he impact of missing just a
few of the market’s best days
can be profound, as this look
at a hypothetical investment in the
stocks that make up the S&P 500 Index
shows. Staying invested and focused
on the long term helps to ensure that
you’re in the position to capture what
the market has to offer.

•

A hypothetical $1,000 turns into
$121,353 from 1970 through
March 17, 2020.

•

Miss the S&P 500’s five best days
and the return dwindles to $77,056.
Miss the 25 best days and that’s
$26,989.

•

There’s no proven way to time the
market—targeting the best days or
moving to the sidelines to avoid
the worst—so history argues for
staying put through good times and
bad.

Missing only a few
days of strong returns
can drastically impact
overall performance.

Based on the total return of the S&P 500 from January 1, 1970 to March 17, 2020.

Source: Dimensional. Based on the total return of the S&P 500 from January 1, 1970 to March 17, 2020.

