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Market Update

Large U.S. Stocks: S&P 500 Index

Small U.S. Stocks: Russell 2000 Index

Developed International Stocks: MSCI EAFE Index
Emerging Market Stocks: MSCI Emerging Markets Index
Bonds: Bloomberg Barclays U.S. Aggregate Index

Cash: FTSE 3-Month Treasury Bill Index

Lower Interest Rates Are Leading Global Markets Higher

Many of the themes that dominated market movement over the previous 18
months have reversed over the summer. Higher rates and higher share prices
for companies focused on artificial intelligence have given way to a lower interest
rate environment, benefitting real estate companies, value stocks, and fixed
income investors.

In the United States, investors have cheered on inflation data that is starting to
near the Federal Reserve’s target of 2%. In addition, GDP for the 2" quarter
came in at around 3%, a solid pace as U.S. economic strength continues to
show resilience. However, the summer has shown some modest signs of a slow-
down in the pace of hiring. Labor market struggles coupled with a more normal
inflationary environment led to a Fed rate cut on September 18™ for the first time
since 2020. In addition, the rate on the 10 Year U.S. Treasury has fallen about
1% since April. This has major implications for residential housing, real estate
companies, and smaller stocks with more debt on their balance sheets.

Globally, the economic data out of China is worrisome. The Chinese economy
has struggled to restart following the pandemic, which has weighed on emerging
market equities.

2.0% 17.6%
3.0% 4.8%
2.2% 7.6%
-1.8% 5.5%
5.6% 4.9%
1.1% 3.8%

Source: Schwab - as of September 11th, 2024

A silver lining for global investors is that China, the world’s factory, may start to
export deflation as prices fall in the region.

For fixed income investors, the summer has been sunny! When bond investors
purchase securities in a higher interest rate environment, a modest fall in interest
rates can really pack a punch. This is evidenced by bonds leading the way in
returns thus far in the third quarter. Balanced investors with allocations to both
stocks and bonds should take solace in a more normalized interest rate
environment, as bonds have the ability to offer stability to an overall portfolio.

It has been another good year of returns across asset classes. While there are
always reasons for angst, global commerce continues to chug along and
companies are reporting earnings growth. Putting it all together, some asset
classes have performed better than others, and a balanced and diversified
investor has thus far seen results that are strong for the second year in a row.

All performance data represents total returns for the stated period. Past performance is no guarantee of future results. Indices are not available for direct investment, and index performance
does not reflect expenses associated with the management of an actual portfolio.
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Deeper Dive: The Upcoming Election

Historically, there has been
no correlation between
control of the White House
and stock market returns.

HYPOTHETICAL GROWTH OF $1 INVESTED IN THE S&P 500 INDEX
1926-2023

The graph below from
Dimensional Fund Advisors (DFA)
reminds investors that, going

back a century, there has been

no sustained relationship

between the winner of U.S. $1,000
presidential elections and stock

market returns. Publicly traded
corporations in the U.S. have

grown their earnings by about ¥
109 per year over the long term,

which matches long term

investment returns. DFA notes

that U.S. presidents can certainly

have an impact on economic $10
priorities and fiscal policies, but

that these factors are only part of

the story. Economic cycles, ‘" '
interest rates, technological and J
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$10,000

control of the executive branch
historically have had more of an
impact.

Source: DFA — September 2024
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2024 RMD Rules for Spousal Beneficiaries

A spouse who inherits an IRA has more flexibility than a
non-spouse beneficiary. Depending on your situation, you
may want to consider one of two preferential options:

+ Delay any RMDs until the original account owner would
have reached RMD age.
* Roll over the account into an IRA in your own name.

Based on the age of the original account holder and the age
of the inheritor (as well as the cash needs of the inheritor),
one option may provide more advantageous results.

2024 RMD Rules for Non-Spousal Beneficiaries

In 2024, the IRS has once again kicked the can on enforcing
penalties for not taking RMDs from inherited retirement
accounts. Individuals can delay taking RMDs through the
end of the year, penalty free.

Unfortunately, the IRS has ruled that RMDs will begin in
2025. RMDs will be calculated based on the 2024 year-end
value, without any need for making up for prior years unless
directed otherwise by your tax professional.

We recommend working closely with your advisory team to help
determine the strategies that make the most sense for your
comprehensive financial plan.

2024 Reminders

« Participants in 401k, 403b, and other employer sponsored
plans can contribute a maximum of $23,000, ($30,500
over the age of 50).

* |RA contribution limits (both traditional and Roth IRAs)
have increased to $7,000 ($8,000 over the age of 50).

* Michigan residents benefitted from reduced state taxes in
2023 with rates dropping from 4.25% to 4.05%. In 2024,
the Michigan state tax rate will return to 4.25%.

* In 2024, individual annual gift exclusions increased from
$17,000 per person, per year, to $18,000. This includes
“Superfunding” 529 college education plans, where an
individual can gift up to $90,000 per person in one year.

« With marginal tax rates expected to increase at the start of
2026, those in lower brackets may want to consider
completing Roth Conversions during 2024 and 2025.

We’re here to help

The team at Diversified Portfolios is wishing for a great fall for you and your families. We are here to help with
any investment or financial planning questions, so please never hesitate to reach out.

Sources: www.irs.gov — www.Michigan.gov - www.kitces.com
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Disclosures

The information, statements and opinions expressed in this material are provided for general information only, are
based on data we believe to be accurate at the time of writing, and are subject to change without notice. This material
does not take into account your particular investment objectives, financial situation or needs, is not intended as a
recommendation to purchase or sell any security, and is not intended as individual or specific investment, legal, or tax
advice. Each taxpayer should seek independent advice from a tax professional based on his or her individual
circumstances. Investing involves risk and possible loss of principal capital. Diversification does not ensure a profit or
protect against a loss. Past performance is not indicative of future returns.

Advisory services are only offered to clients or prospective clients where Diversified Portfolios, Inc. and its
representatives are properly licensed or exempt from licensure. No advice may be rendered by Diversified Portfolios,
Inc. unless an investment advisory agreement is in place.

Indices or benchmarks are used to track current and historical market performance by specific market segment (e.g.,
large/small capitalization) or investment style (e.g., growth/value) and are meant to provide a basis for comparison.
Indices are not available for direct investment. The indices performance reflects the reinvestment of dividends or
income but does not reflect the expenses associated with the management of an actual portfolio, an incurrence of which
would have the effect of decreasing indicated historical performance results.

'l DIVERSIFIED



	Default Section
	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5


