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Markets in Review

While the major U.S. stock market indices finished in positive
territory in Q4 2024, there was a marked performance gap with
growth stocks handily outperforming value-oriented equities.
Continued tech sector leadership, increased investor risk
appetite, declining interest rates, and expectations of additional
rate cuts' all served as key catalysts for growth stock
outperformance in the quarter. Perhaps the best example of this
performance divergence is the tech-heavy Nasdag-100 Index,?
which led the way in Q4 2024, appreciating by 4.7% compared
to a 0.5% gain in the more value-oriented Dow Jones Industrial
Average.’

Q4 2024 also exhibited a strong performance gap both within
the domestic large cap stock universe and between large cap
and small/mid-cap (“SMID”) U.S. listed stocks. For an example
of the former trend, consider that after broadening in Q3 2024,
market breadth narrowed materially in Q4 2024 as the market-
cap weighted S&P 500 Index* increased by 2.1% compared to
a 2.3% decline in the S&P 500 Equal Weight Index.® With regard
to the large-cap/SMID performance gap, consider that the
SMID-focused Russell 2000 Index® was flat in Q4 2024, lagging
the performance of the mega cap dominated Nasdag-100 Index
and the market-cap weighted S&P 500 Index by a considerable
margin.
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After keeping pace with U.S. stocks in Q3 2024 for the first time
in several quarters, international stocks significantly
underperformed their U.S. counterparts in Q4 2024. The MSCI
World ex USA Index’ fell by 7.7% in Q4 2024. In developed
economies, Eurozone stocks continued to be hampered by high
natural gas prices stemming from the ongoing conflict in Ukraine
and weak manufacturing data in key economies such as
Germany, raising concerns about a broader economic
downturn. The euro also depreciated by over 5% versus the U.S.
dollar, making European stocks relatively less attractive to
foreign investors. In Japan, equities were pressured by tighter
monetary policy and a stronger yen.

Emerging market equity performance was only modestly better
than that of developed markets, with the MSCI Emerging
Markets Index® declining by 8.2% in the quarter. Chinese stock
market performance was negatively impacted by slowing
economic growth, property market woes, and the potential tariff
threat posed by the incoming Trump presidential administration
in the U.S. While Taiwanese stocks posted modest declines,
political instability and a weakening won led to the considerable
relative underperformance of South Korean equities.
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After initiating the monetary easing process with a 50-basis point
cut on 9/18/24, the Federal Open Market Committee (“the Fed”),
opted to cut the federal funds rate by 25 basis points on 11/7/24
and followed that up with another 25-basis point cut on 12/18/24.
Underlying these rate cut decisions were signs of moderating
inflation and a potential softening of the labor market. Despite
these cuts to the very short end of the yield curve, 10-year U.S.
Treasury yields headed in the opposite direction, likely due to
resilient economic growth, fears about sticky inflation in the
services and housing sectors, and concerns about increased
deficit spending under a new U.S. presidential administration.

10-year U.S. Treasury yields were on the rise from the beginning
of the quarter until 11/22/24, where a temporary peak of 4.41%
was reached. The 10-year U.S. Treasury yield experienced a
brief period of decline, bottoming out at 4.15% on 12/6/24 before
rising significantly to close out the year at 4.57%. The marked
increase in Treasury yields resulted in the Bloomberg Aggregate
Bond Index® falling by 3.1% in Q4 2024. The biggest losses
came from long duration bonds, which tend to be more sensitive
to changes in interest rates and interest rate expectations. As a
case in point, the iShares 20+ Year Treasury Bond ETF (TLT)'
declined by 11% in Q4 2024 compared to a 1.4% drop in the
iShares 1-3 Year Treasury Bond ETF (SHY)."

On the commaodity front, the price of Brent Oil spiked by 7.9%
from 10/1/24 to 10/9/24, primarily due to escalating geopolitical
tensions in the Middle East and concerns about potential supply
disruptions. However, Brent Oil prices declined over the
remainder of October as geopolitical tensions eased and
increased U.S. production applied downward pressure. Prices
remained range bound from 11/1/24 to 12/18/24, where Brent
Oil prices increased by 2.4% to close out the year on a high note.
After taking these movements into account, the price of Brent
Oil over the entire quarter increased 4%.

We look forward to 2025 and are hopeful that the Federal
Reserve’s signaling of a more conservative approach to rate
cuts in the new year'? will continue to buttress solid real GDP
growth and a healthy labor market without triggering new
inflation fears.
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Keep on Talkin’

When it comes to your retirement plan, keeping your
participants engaged is a must.

Not only is providing participants with enrollment opportunities
in a timely manner critical to keeping your plan in compliance, it
is also an important step in their retirement success story.
Although the matter of when to provide enroliment materials to
a participant will depend on the plan’s eligibility and entry
requirements, continuing the conversation over time is also a
component that cannot be overlooked.

e If your plan allows new employees to participate on
their first day of employment, the plan enroliment
paperwork can be included in the new hire materials.
Care should be taken so the plan paperwork doesn’t
get lost among the rest of the onboarding information.
If you use an online checklist to go through the various

types of new hire forms, a link to the plan enroliment
should be provided as well.

e If your plan has monthly or quarterly enrollment,
provide the enrollment material and Summary Plan
Description (SPD) with enough time for the employee
to review the information and make an informed
decision. In most cases, the SPD must be distributed
within 90 days of the employee becoming a participant.
However, giving it to them before entry can help them
better understand the plan.

e If one of the plan’s entry dates corresponds to your
company’s annual benefit enroliment, include the plan
information with the rest of the benefits material.
Although some of those employees may already be
enrolled, this is a great time to remind staff of what's
available with the retirement plan, which may lead to
them increasing their contributions.

Once the initial enrollment period is completed, communication
should continue with employees regardless of whether or not
they chose to participate by contributing to the plan. A decision
made in the past may not represent where an individual is now.
Reminders as time goes on will benefit all plan participants.

e Employees who opted out of participation in the past
may now be ready to start saving for retirement.

e Participants who stopped deferring based on their
financial situation may be persuaded to start again.

e As plan compensation increases, participants may be
encouraged to increase their plan contributions.

e Participants might increase their contributions if they
realize they are not deferring at a high enough
percentage to take full advantage of a matching
employer contribution.

There are natural times to communicate with your participants
about plan participation. Those times include when
communicating updated limits, sending annual notices, and
completing performance reviews.

e The Internal Revenue Service (IRS) updates
retirement plan limits every year on January 1. When
you inform your staff of the updated annual limits, be
sure to include instructions for beginning and
increasing contributions.

e  Most plans are required to provide annual participant
notices, along with the Summary Annual Report (SAR).
Any time that you share plan communications with the
participants is a great time to re-emphasize the
benefits of the plan. Encouraging them to meet with the
plan’s investment advisor will provide a great resource
for questions about investing in the plan. The more that
they are encouraged on an ongoing basis to
understand the accumulated benefit of contributions to
the plan—rather than just at the start of being eligible—
the better prepared they will be.
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e Performance reviews can also include a review of
retirement readiness. |If the participant is not
contributing to the plan, that one-on-one conversation
can go a long way towards helping the employee and
their financial health. Additionally, consider the needs
of both remote and in-office staff to ensure they all
receive the necessary information and the opportunity
to ask questions.

The more often you communicate with your staff about the
retirement plan, the more successful your plan can be. The more
successful your plan is, the more your participants will be
prepared for retirement.
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Lost but Not Forgotten

On December 27, 2024, the Department of Labor (DOL)
launched the Retirement Savings Lost and Found Database of
terminated participants who still have a benefit in a qualified
retirement plan and are at least age 65. While the database is
now active and available for use, it is in the early stages of
development and is still being worked on to become the
comprehensive source that it's intended to be.

Participants may leave employers without realizing that they
have vested benefits in a retirement plan or may choose to leave
the money in the plan but forget about the balance as they
change jobs or move. The plan is required to report terminated
participants who possess a balance on Form 8955-SSA. In the
past, the burden was on the Social Security Administration to
notify the former participant about the possible benefits once the
participant reached the Social Security normal retirement age.
The DOL Lost and Found Database is intended to assist
participants who have lost track of prior account balances to
reunite with plans from their past.

For more information about the database, visit
lostandfound.dol.gov.
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Which Bond is Best?

Retirement plans can be covered by three types of bonds:
fidelity bonds, fiduciary bonds and cyber bonds. As a plan
sponsor, you will be asked for the fidelity bond coverage amount
during the year-end data collection process because the amount
is reported on the plan’s Form 5500 each year. Although only
the fidelity bond is required for most plans, the fiduciary and
cyber bonds offer additional protection for the plan—and
therefore, the participants. Let's review each option to help
ensure you have the coverage you need.

As mentioned, the fidelity bond is required for most plans due to
the Employee Retirement Income Security Act (ERISA). The
fidelity bond, or ERISA bond, must cover at least 10% of the
beginning-of-year plan assets. There is a $1,000 minimum bond
amount and a $500,000 maximum. If the plan holds employer
stock or securities, the maximum required value increases to
$1,000,000. Some assets may also require additional coverage.
When the asset balance is $0 during the first year of the plan,
the bond is still required and should be purchased based on the
estimated asset balance for that year. Some policies offer an

inflation clause or an automatic escalation to increase in value
as the plan’s assets increase, which can help simplify
maintaining the required coverage amount.

While the fidelity bond protects the plan’s participants from
losses due to fraud or theft, the fiduciary bond protects against
losses caused by breaches of fiduciary responsibility. A fiduciary
is anyone who exercises discretionary control or authority over
a plan’s management, administration or assets. Even a trusted
fiduciary that acts in good faith may inadvertently violate the
laws outlined under ERISA. The fiduciary bond is not required
but may be desirable to protect both your company and the
fiduciary in these situations.

The cyber bond is also available to protect the plan from
financial losses caused by cyberattacks or data breaches.
Cybersecurity is a major concern for all institutions, and
retirement plans are no different. For those who are
apprehensive about the threat of cyberattacks, the cyber bond
can be a valuable option.

To ensure peace of mind for you and your participants, the cyber
bond and fiduciary bond can be worthwhile companions to the
required fidelity bond. If you have questions about what is
necessary for your plan, we can talk about the available options
to find the best fit.
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Upcoming Compliance Deadlines
February 2025

28th: IRS Form 1099-R Copy A — Deadline to submit Form
1099-R Copy A to the IRS for participants and beneficiaries who
received a distribution or a deemed distribution during the prior
plan year. This deadline applies to scannable paper filings. For
electronic filings, the due date is March 31, 2025.

March 2025

15th: ADP/ACP Corrections — Deadline to process corrective
distributions for failed ADP/ACP tests without a 10% excise tax
for plans without an Eligible Automatic Contribution
Arrangement (EACA).

15th: Employer Contributions — Deadline for employer
contributions for amounts to be deducted on 2024 S-corporation
and partnership returns (unless extended).

April 2025

1st: Required Minimum Distributions — Deadline to distribute
a required minimum distribution (RMD) for participants who
attained age 73 during 2024.
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15th: Excess Deferral Correction — Deadline to distribute
salary deferral contributions plus related earnings to any
participants who exceeded the IRS 402(g) limit on salary
deferrals. The limits for 2024 were $23,000, or $30,500 for
individuals age 50 and over if the plan allowed for catch-up
contributions.

15th: Employer Contributions — Deadline for employer
contributions for amounts to be deducted on 2024 C-corporation
for filers with a calendar fiscal year end and sole proprietor
returns (unless extended).

Sources:
1. Lower rates increase the present value of future earnings, which disproportionately benefits growth stocks that are commonly valued based on future cash flow streams.
2. The Nasdag-100 Index is U.S. stock market index comprised of the largest 100 non-financial companies listed on the Nasdaq stock exchange. The index is dominated by
technology companies and is commonly used as proxy for U.S. large cap technology performance.
3. The Dow Jones Industrial Average is a widely followed, price weighted stock market index of 30 prominent companies listed on stock exchanges in the United States.
4. The S&P 500 Index is designed to be a leading indicator of U.S. equities and is commonly used as a proxy for the U.S. stock market.
5. The S&P 500 Equal Weight Index (EW]I) is the equal-weight version of the S&P 500. The index includes the same constituents as the capitalization weighted S&P 500, but

each company in the S&P 500 EWI is allocated a fixed weight of 0.2% of the index total at each quarterly rebalance.

6. The Russell 2000 Index is a small-cap U.S. stock market index that makes up the smallest 2,000 stocks in the Russell Index. The index is commonly used as proxy for U.S.
small cap stock market performance.

7. The MSCI World ex USA Index captures large and mid-cap representation across 22 of 23 Developed Markets countries (excluding the U.S.) and 24 Emerging Markets
countries.

8. The MSCI Emerging Markets Index captures large and mid-cap representation across 24 Emerging Markets countries.

9. The Bloomberg U.S. Aggregate Bond Index is a broad-based index that is commonly used as a proxy for the U.S. bond market.

10. The iShares 20+ Year Treasury Bond ETF seeks investment results that correspond generally to the price and yield performance of the long-term sector of the U.S.
Treasury market as defined by the Barclays Capital 20+ Year Treasury Index.

11. The iShares 2-3 Year Treasury Bond ETF seeks investment results that correspond generally to the price and yield performance of the short-term sector of the U.S.
Treasury market as defined by the Barclays Capital 1-3 Year Treasury Index.

12. The Fed’s updated Summary of Economic Projections released on 12/18/24 indicated a median expectation among Federal Open Market Committee members of two 25
basis point rate cuts in 2025, down from an expectation of four 25 basis point cuts in September 2024.

Disclosure: Please remember that past performance is no guarantee of future results. Different types of investments involve varying degrees of risk, and
there can be no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or
investment strategies recommended or undertaken by Benefit Financial Services Group [“BFSG”]), or any non-investment related content, made reference to
directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or
individual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the
receipt of, or as a substitute for, personalized investment advice from BFSG. Neither BFSG’s investment adviser registration status, nor any amount of prior
experience or success, should be construed that a certain level of results or satisfaction will be achieved if BFSG is engaged, or continues to be engaged, to
provide investment advisory services. BFSG is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be
construed as legal or accounting advice. A copy of the BFSG’s current written disclosure Brochure discussing our advisory services and fees continues to
remain available upon request or at www.bfsg.com. Please Remember: If you are a BFSG client, please contact BFSG, in writing, if there are any changes in
your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services,
or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. Unless, and until, you notify us, in writing, to
the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements
(at least quarterly) from the account custodian.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/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 your BFSG account holdings
correspond directly to any comparative indices or categories. Please Also Note: (1) comparative benchmarks/indices may be more or less volatile than your
BFSG accounts; and (2) a description of each comparative benchmark/index is available upon request.
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