
The Dow  Jones Industr ial Average eked out a meager  gain of 1.26% in the 
second quar ter  2018.  For  the year , the S&P 500 is up 2.65% whi le the 
tech-heavy NASDAQ has continued to outper form, up 9.37% as of 6/30/18 
(Morningstar ).  

There is a lot of good news to share on the US economy.  In our  home 
state of Wisconsin, unemployment hi t an al l  time low  of 2.8% in Apr i l , 
whi le national unemployment is near  an 18-year  low  of 4%.  The US 
economy grew  by 4.1% (GDP) in the second quar ter , the fastest grow th 
since 2014.  S&P 500 corporate earnings in the second quar ter  are up over  
20% compared to last year.

However , the momentum in stock pr ices has been cooled by r ising 
interest r ates and geopoli tical r isks, pr imar i ly around global tr ade.  
Pr esident  Donald Tr um p is simultaneously taking on NAFTA, the EU, 
and China to improve what many believe are outdated and unfair  tr ade 
agreements for  the US.  

The consensus remains that tr ade deals w i l l  be str uck w ithout severe 
w ide-spread economic damage.  So far , tr ade tensions have been 
descr ibed as something l ike professional w restl ing, "A spectacle that's 
more bluster  than real action, but sti l l  an inherently r isky activi ty where 
people can get hur t" (PIMCO Secular  Outlook, 5/18).  

In the US, the overal l  stock market has held up, but cer tain areas have 
not.  Soybean pr ices hi t a 10-year  low  after  the US Depar tment of 
Agr iculture projected an 11% decline in US soybean expor ts due to 
Chinese tar i f fs on US soybeans.  According to Mar k  Skousen , author  of 
the Forecasts and Strategies newsletter , the new  steel and aluminum 
tar i f fs w i l l  cr eate 30,000 new  jobs in the United States, but i t w i l l  cause a 
simultaneous loss of 400,000 jobs for  US companies that impor t steel and 
aluminum (Forecasts & Strategies, 6/18). More than half  of the 30 Dow  
components earn 50% or  more of their  r evenue from outside the United 
States, according to FactSet.   

Histor y Of  Tar i f f s In  Our  Count r y 

Tar i f fs and the threat of tar i f f  wars date back to Alexander  Ham i l ton , 
the pr incipal advocate of impor t r estr ictions.  Congress adopted a 15% 
tar i f f  - our  nation's f i r st - in 1789, w ith the goal of r aising r evenue.  In 
1816 Congress adopted a 25%-30% tar i f f  on most texti les, which was later  
scaled back to 20%.  

Near ly ever y industr ial tar i f f   in the histor y of our  countr y was f i r st 
imposed  under  the promise that in a few  years i t would be r emoved, but 
histor ical ly  such measures r arely happened.  The adverse effect of tar i f fs 
in Amer ica were offset  by the economic expansion created by 20 mi l l ion 
immigrants who moved to the US in the 19th Centur y (fr eetr ade.org 
2/4/18).  Fol low ing the Civi l  War , tar i f fs were l iberal ized but not 
el iminated.  They were lowered again by President Woodrow  Wilson in 
the 1913 Under wood Act.  The Fordney-McCumber  Tar i f f  of 1922 
increased tar i f fs again.
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Follow ing the passage of the infamous Sm oot-Hawley Tar i f f  Act  i n  June 
1930 dur ing the Her ber t  Hoover  administr ation, the US raised tar i f fs an 
average of 59% on more than 25,000 impor ts, doubling the tar i f fs of the 
1913 Under wood Act.  Our  tr ading par tner s r etal iated.  Spain increased 
tar i f fs by 150% on Amer ican autos, Br i tain passed the Impor t Duties Act 
of 1932, i ts f i r st major  tar i f f  r egulation in 100 years.  Wor ld tr ade 
col lapsed after  the Smoot-Haw ley Tar i f f  Act, and although i t was not the 
only cause of the Great Depression, the tar i f fs contr ibuted greatly to the 
str uggling f inancial si tuation.  The stock market crashed on October  25, 
1929 on news that the Smoot-Haw ley Tar i f f  Act would become law  in the 
next session of Congress.  The Dow  fel l  from 381 in September  1929 to 41 
in July 1932, a decrease of 89%.  US impor ts and expor ts both dropped to 
the 1905 level.  By 1934, global tr ade had decreased by more than 60%. 
Economic protectionism rose, which par tial ly  led to Wor ld War  II .  The 
Smoot-Haw ley Tar i f f  Act went into effect in June of 1930 and stayed in 
place for  four  years before f inal ly being r epealed in 1934 after  Pr esident  
Fr ank l i n  D. Roosevel t  was elected on a platform that included scaling 
back tar i f fs (Washington Post, 7/9/18).  In 1934, President Roosevelt signed 
the  Reciprocal Trade Agreements Act, which gave a US president the 
author i ty to r aise or  lower  tar i f fs and the power  to negotiate bi lateral 
tr ade agreements w ithout Congressional approval (Roosevelt Insti tute).

The long-term memor y of the Smoot-Haw ley Tar i f f  Act kept Amer icans 
committed to a fr ee tr ade policy for  more than 60 years, w i th the belief 
that tr ade wars must be avoided at al l  costs.  The policy was  spearheaded 
by the General Agreement on Tar i f fs and Trade that r educed global 
tar i f fs in the decade fol low ing Wor ld War  II  dur ing the Truman 
administr ation. 

Seventy years later  the Geor ge W. Bush administr ation imposed tar i f fs 
that harmed stocks.  The post September  11, 2001 stock market peak 
occur red on March 19, 2002 when the Dow  hi t 10,635.  Steel tar i f fs took 
effect the next day, and lumber  tar i f fs and crop subsidies were 
implemented in May of that year.  Dur ing the implementation of 
President Bush's tar i f fs, the S&P 500 lost more than $2 tr i l l ion in market 
capi tal ization.  In 2003, the Bush administr ation r educed tar i f fs and 
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stocks increased.  Ultimately, the president?s advisor s understood the 
w isdom of the adage that ?my prosper i ty is dependent on the prosper i ty 
of my neighbor.?  According to David Br euhan , Vice President and 
Por tfol io Manager  w ith the investment f i rm Schwar tz & Co., the issue 
isn?t the impact of tar i f fs on GDP, i t is the impact on corporate earnings, 
which suppor t the pr ice of stocks.  The US can?t control the actions of 
other  nations (Barrons, 7/9/18).

Cur r ent  Tr ade Dispute.  The two main components of a tr ade war  are 
ti t-for -tat tar i f fs or  other  r estr ictions on tr ade, and unw i l l ingness to 
negotiate (John Boyd , Fidelity Monitor & Insight, 7/18).  The whole point 
of the r ecent tar i f f  imposed by President Trump is to br ing about ser ious 
negotiations w ith our  tr ading par tner s, par ticular ly w ith China.  Those 
measures are aiming at f ighting what the administr ation claims is 
China?s theft of US intel lectual proper ty and i ts insistence that 
companies divulge valuable technology to enter  Chinese markets.  An al l  
out tr ade war  would most l ikely lead to a r ecession and bear  market for  
stocks.  However , those concerns may be premature.  We are not in a 
tr ade war  yet.  Many people hope that President Donald Trump?s tar i f fs 
and tr ade talk are simply a negotiating ploy consistent w ith his book, 
Art of the Deal.   

Two factor s i n  our  favor : one is that we are far  less dependent on 
expor ts than other  countr ies, which amounts to 12% for  goods and 
ser vices in the US, 27% in the euro-area and 21% in China.  This means 
tar i f fs w i l l  inf l ict more pain on Europe and China than on us.  China 
expor ted about $500 bi l l ion of goods to the US in 2017, whi le we 
expor ted only $130 bi l l ion to China.  China has more to lose.  The second 
factor  is the str ength of the US economy relative to the r est of the wor ld. 
China?s stock market is alr eady in a bear  market, dow n more than 20% 
through July 4 from i ts Januar y highs.  The euro-zone appears to be 
slow ing, whi le the US second-quar ter  GDP is expected to increase from 
2% in the f i r st quar ter  to over  4% in the second quar ter  2018, according 
to the Atlanta Fed forecast.  

The uncer tainty sur rounding tr ade could cause businesses to delay 
spending on plants and equipment, creating an even more volati le 
market.  Many US manufacturer s use foreign-made mater ials to make 
their  products.  As mater ial costs r ise due to tar i f fs, i t makes production 
costs more expensive.  This increase may be di f f icult to pass onto 
consumers and manufactur ing companies may need to absorb a por tion 
of the additional costs, r esulting in a potential decl ine in prof i ts. 

According to Bloomberg, " Tr ade war s tend to cr eate a st r ong 
stagf l at i onar y im pulse, di sr upt i ng gr ow th and incr easing costs and 
pr i ces"  (7/16/18).  US f inancial markets have largely shrugged off fear s 
of a tr ade war  because the amount of goods covered by higher  tar i f fs is 
small.  Economists estimate that the tar i f fs imposed so far  would knock 
more than a tenth of a per centage point off  the grow th r ate.  "I  think the 
market is r ight in thinking that the most l ikely outcome is that fr ee tr ade 
sur vives, but w ith tweaks," says Moham ed El -Er ian , Chief Economic 
Adviser  at Al l ianz. 

According to Dr . David Kel l y , Chief Global Str ategist for  J.P.Morgan,  one 
temporar y benefi t of the tar i f f  talks is the r eintroduction of uncer tainty 
to cool investor  sentiment.  Fol low ing the tax cuts, investor s had few  
reasons not to love US stocks, pushing valuations to 16 year  highs.  

The Federal Reser ve is also working to prevent the economy from over  
heating by continuing to r aise shor t-term interest r ates.  In June, the Fed 
raised rates for  the 7th time since December , 2015.  With the latest hike, 
the yield on the three month T-Bi l l  now  exceeds the dividend yield of the 
S&P 500 for  the f i r st time since May, 2008 pr ior  to the f inancial cr isis. 

*Source: Morningstar, Federal Reserve Bank of St. Louis.  3-Month T-Bill is an 
annualized rate.  S&P 500 Dividend Yield represents the return provided by 
dividends only and does not indicate the potential for total return.

While this is a major  mi lestone, the char t above shows that i t is more of 
a yel low  f lag than a r ed f lag for  stocks.  From a histor ical per spective, 
r ates are just now  reaching what would have been considered the most 
accommodative Fed policy in past dow nturns, such as the ear ly 2000s.  
The Fed is projecting four  more r ate increases in the next 12 months, 
gradually r emoving accommodation toward a "neutral" r ate policy. 

Dr. Kelly says the US unemployment r ate could r each close to 3%, the 
lowest since the 1950s.  Dr. Kelly sees the US running out of workers 
because of close to ful l  employment and the slow  dow n of new  visas 
and immigration.  The shor tage of workers is l ikely to contr ibute to a 
slowdow n in GDP grow th in late 2019, especial ly as the effects of the tax 
cuts begin to fade.   

Gabr iel l a Santos, Global Market Str ategist from J.P. Morgan, stated that 
a cur rent stronger  dol lar  would subside as the economy slows, making 
international and emerging markets more attr active again in the future. 
Santos suggests holding your  international posi tion. She stated that 
Emerging Markets r efer s not to emerging businesses, but to emerging 
consumers and the incentives young consumers have to join the middle 
class throughout the wor ld.  Gabr iel la forecasts, w i th the projected 
slowdow n in our  economy by the end of this decade, that we are l ikely 
headed for  a multi -year  decl ining dollar , which should be good for  
international investing. 

Br uce Johnstone, a longtime market str ategist who has worked for  
Fidel i ty Investments for  52 years, spoke for  the f i f th time at our  June 20, 
2018 Spectrum/WICPA Retir ement Plan Investment Seminar.  Bruce was 
far  more cautious about the future of the global markets this year  than 
he was two years ago when he said to buy as much real estate as you 
can w ith cheap money.  Overal l , Bruce's cautious message this year  was 
simi lar  to Dr. Kelly's message. 

For  the r est of 2018, the outlook for  the economy looks strong and 
valuations r emain r easonable.  However , w i th bonds and cash now  
providing a low -r isk r eal r eturn alternative, we suggest r eevaluating 
your  overal l  al location, especial ly i f  you are w ithin 15 years of 
r eti r ement and your  asset al location is greater  than 60% in stocks. 

The good news at Spectrum is that we have begun construction of a 
second f loor  addition for  future grow th, and that Jon Marshall  had the 
good for tune of mar r ying Laura Needler , a nur se practi tioner  at 
Froedter t-Mi lwaukee, on June 16. 

Quar t er ly Econom ic Updat e Cont inued
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Spect r um  Investor ® Histor i cal  Analysi s: The char t below  indicates that for  the past four  years, small cap grow th (yel low ) and large cap 
grow th (r ed) are leading investment styles.  However , as the left side of the char t shows, large cap grow th led for  six years, and the fol low ing 

seven years, i t dropped to the bottom.  The market is getting late in the cycle, especial ly for  grow th stocks, as the valuations cl imb higher. 

S&P 500 Index  at  
i n f l ect i on points: The 
S&P 500 is up 302% since 
ear ly 2009.  Pay 
par ticular  attention to the 
compar ison of the 
dividend yield in the S&P 
500 ver sus the interest 
r ate on the 10-year  
tr easur y.  

In 2000 and 2007, as 
interest r ates went over  
4.5%, the market f lowed 
to bonds ver sus stocks.  
We are not there yet, but 
we are getting close, as 
the dividend yield on the 
S&P 500 is 2.1 ver sus the 
interest r ate on 10-year  
tr easur ies at 2.9%.  

With four  more r ate 
hikes by the Fed in the 
next year , you could see a 
greater  spread in favor  of 
bonds.
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Unem ploym ent  and Wages: As the below  char t indicates, when unemployment and wage grow th come close to inter secting, the Fed has to put 
the pedal to the medal and raise interest r ates multiple times.  We are getting closer  to that point, w i th unemployment at 3.8%  and wage 

grow th at 2.8%.  Dr. David Kelly, Chief Global Str ategist at JPMorgan, said that by late next year , the unemployment r ate could fal l  close to 3%, 
which means companies w i l l  need to r aise wages to attr act new  employees, having an inf lationar y effect long-term, impacting the market. 

US Dol lar  i n  Histor i cal  Per spect ive: According to Gabr iela Santos, Global Market Str ategist at JPMorgan, as the US economy slows next year , we 
are l ikely headed for  a weakening dollar , which should give a boost to international investing.  Be sure to include international selections in your  

investment al location.  A weakening and str engthening dollar  tends to r un in cycles, as is r ef lected in the char t on the lower  left.

Cycl i cal  Sector s (l i ght  vehicle sales, housing star t s): Light vehicle sales are above average, at 16.8 mi l l ion per  year , ver sus an average of 15.7. 
Housing Star ts at $1.3 mi l l ion are just above the average of $1.29 mi l l ion per  year.  According to Dr. Kelly, should 30-year  mor tgage rates exceed 

5%, i t could be the tipping point for  housing star ts. 
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In Ot her  Words
Income Sources In Retirement

As I was dr iving my seven-year  old tw in daughter s to daycare the other  
day, the younger  one (by 38 whole minutes) asked, "Mom, after  you pay 
to get out of work, how  do you have money to buy things?"  At f i r st I  
laughed at the idea of paying to get out of work, but then I r eal ly 
thought about i t and contr ibuting to a r eti r ement plan ever y paycheck is 
l ike paying to get out of work!  Essential ly, the question she was asking 
was, "Once I 've r eti r ed, what w i l l  my income sources be mom?"  Clear ly 
I 'm raising a genius. 

The main sources of income in r eti r ement are Social Secur i ty and 
employer -sponsored reti r ement plans and/or  individual r eti r ement 
accounts (IRAs).  According to the Social Secur i ty Administr ation (SSA), 
near ly nine out of 10 individuals age 65 and older  r eceive Social 
Secur i ty benefi ts and those benefi ts r epresent about 33% of the income 
of r eti r ees.  When i t comes to Social Secur i ty as a source of income, 
workers expectations di f fer  considerably from what r eti r ees actually 
exper ience.

In a sur vey conducted by the Employee Benefi ts Research Insti tute 
(EBRI), just 36% of workers said Social Secur i ty w i l l  be a major  source of 
income in r eti r ement, whi le 67% of r eti r ees said i t is a major  source of 
income in r eti r ement (2018 Retir ement Confidence Sur vey).  Although 
you can take r educed benefi ts at age 62, ideally you'l l  want to wait unti l  
you'r e el igible to r eceive your  ful l  benefi ts, which is dependent on the 
year  you were born (66 for  most baby boomers).  Increased l i fe 
expectancy makes waiting to r eceive your  ful l  Social Secur i ty benefi ts 
even more impor tant.

In 1940, the l i fe expectancy of a 65-year  was almost 14 years; today i t is 
just over  20 years (SSA).  Longer  l i fe expectancy means l iving longer  in 
r eti r ement, which of course, r equir es more income.  A key source for  
that income is contr ibuting to an employer -sponsored reti r ement plan 
and/or  an IRA.  The question is, how  do you know  when you've put 
enough money away in a r eti r ement plan to last through your  golden 
years?  The answer  is di f ferent for  ever yone and depends on what type 
of l i festyle you want to lead and what your  spending habits are, but as a 
general r ule of thumb, Fidel i ty Investments suggest having 10 times 
your  salar y saved i f  you want to r eti r e by the age of 67.

Fidel i ty's time l ine is as fol lows:

- Age 30:  one time your  salar y
- Age 40:  three times your  salar y
- Age 50:  six times your  salar y
- Age 60:  eight times your  salar y

In a sur vey conducted by the EBRI, two in three workers are confident 
they w i l l  have enough money for  r eti r ement, although only 17% feel 
very confident.  This lack of confidence is r ef lected in the fact that 68% 
of workers stated that they planned to keep working in r eti r ement, 
however , just 26% of r eti r ees sur veyed actually r eceive income from 
work (2018 Retir ement Confidence Sur vey).  Al l  the more r eason to 
contr ibute to an employer -sponsored reti r ement plan; you never  know  
what the future holds, or  i f  continuing to work in r eti r ement w i l l  even 
be an option for  you.

What i t al l  comes dow n to is that in order  to manage your  r eti r ement 
income, you need to know  what your  sources w i l l  be.  I f  you are 
over whelmed at the thought of determining how  much money you'l l  

Angie Franzone |  Newsletter Editor

need to l ive comfor tably in r eti r ement and need help determining what 
your  income sources w i l l  be and the amount you'l l  r eceive from each 
source, please cal l  our  off ice and speak w ith an advisor  who can help 
you w ith your  investment str ategy.

I, of course, did not explain al l  of this to my daughter s, instead I simply 
r einfor ced the impor tance of saving al l  those quar ter s grandpa gives 
them (their  cur rent r eti r ement income source), to which the older   
daughter  r epl ied, "We probably have at least $200 in change.  That has 
to be enough to go to Disney Wor ld!"  One chi ld genius out of two ain't 
bad I guess...

Impor tant Disclosur es: To be selected for Fastest Growing Firms a company must be located in the 
Milwaukee area and have annual revenue between $3 million and $500 million and have a record profit for 
the past three years. The 21 firms with the highest percentages of growth from 2015-2017 were selected as 
winners. Benchmar k Disclosur es: Mor ningstar  Categor y Aver ages: Morningstar classifies mutual 
funds into peer groups based on their holdings. The Category Average calculates the average return of 
mutual funds that fall within the category during the given time period. The following indexes and their 
definitions provide an approximate description of the type of investments help by mutual funds in each 
respective Morningstar Category. One cannot invest directly in an index or category average. Lar ge Cap 
Gr owth: S&P 500 Gr owth Index? Measures the performance of growth stocks drawn from the S&P 500 
index by dividing it into growth and value segments by using three factors: sales growth, the ratio of 
earnings change to price and momentum. Inter mediate-Ter m Bonds: Bar clays US Agg Bond Index? 
Measures the performance of investment grade, US dollar-denominated, fixed-rate taxable bond market, 
including Treasuries, government-related and corporate securities, MBS, ABS and CMBS. Lar ge Cap 
Blend: S&P 500 Index? A market capitalization-weighted index composed of the 500 most widely held 
stocks whose assets and/or revenue are based in the US. Lar ge Cap Value: S&P 500 Value Index? 
Measures the performance of value stocks of the S&P 500 index by dividing into growth and value segments 
by using three factors: sales growth, the ratio of earnings change to price and momentum. Mid Cap Blend: 
S&P MidCap 400 Index? Measures the performance of mid-sized US companies, reflecting the distinctive 
risk and return characteristics of this market segment. Small Cap Blend: Russell 2000 Index? Measures 
the performance of the small-cap segment of the US equity universe. It includes approximately 2000 of the 
smallest securities based on a combination of their market cap and current index membership. Small Cap 
Value: Russell 2000 Value Index? Measures the performance of small-cap value segment of Russell 2000 
companies with lower price-to-book ratios and lower forecasted growth values. Small Cap Gr owth: 
Russell 2000 Gr owth Index? Measures the performance of small-cap growth segment of Russell 2000 
companies with higher price-to-value ratios and higher forecasted growth values. For eign Lar ge Cap 
Blend: MSCI  EAFE NR Index?This Europe, Australasia, and Far East index is a 
market-capitalization-weighted index of 21 non-US, developed country indexes. Real Estate: DJ US Select 
REIT Index? Measures the performance of publicly traded real estate trusts (REITs) and REIT-like 
securities to serve as proxy for direct real estate investment. Natur al Resour ces: S&P Nor th Amer ican 
Natur al Resour ces Index? Measures the performance of US traded securities classified by the Global 
Industry Classification Standard (GICS) as energy and materials excluding the chemicals industry and steel 
but including energy companies, forestry services, producers of pulp and paper and plantations. MSCI  
ACWI  Ex-US is a market-capitalization weighted index maintained by Morgan Stanley Capital International 
and designed to provide a broad measure of stock performance throughout the world, with the exception of 
US-based companies. The Dow Jones Industr ial Aver age (DJIA) is a price-weighted average of 30 
significant stocks traded on the New York Stock Exchange and the Nasdaq. The Standar d & Poor ?s 500 
Index is a capitalization weighted index of 500 stocks designed to measure performance of the broad 
domestic economy through changes in the aggregate market value of 500 stocks representing all major 
industries. The NASDAQ Composite Index measures all NASDAQ domestic and non-U.S. based common 
stocks listed on The NASDAQ Stock Market.
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7.71%

60/40 
7.68%

60/40: 60% Diversif ied 
St ocks/40% Bond

Lg. Value 
8.38%

60/40 
7.34%

60/40 
7.47%

60/40 
6.61%

Lg. Value 
7.58%

Large Value: S&P 500 
Value TR

60/40 
8.13%

Bonds 
3.72%

Int l. 
6.44%

Int l. 
4.90%

Int l. 
6.84%

Int ernat ional: MSCI 
EAFE NR

Int 'l   
7.26%

Int 'l   
2.84%

Bonds 
2.27%

Nat . Res. 
3.29%

Real Est . 
4.23%

Real Est at e: DJ US 
Select  REIT Index TR

Bonds 
3.77%

Nat . Res. 
-1.08%

Nat . Res. 
1.74%

Bonds 
1.72%

Bonds 
-0.40%

Int -Term  Bonds: 
BarCap Aggregat e

Annualized returns. The above indices are unmanaged and cannot be invested into directly.  Past 
performance is not an indication of future results.  Diversification cannot protect from market risk.  Source:  
Morningstar.  * 60/40 Allocation:  40% Bonds, 6% Lg. Value, Blend, & Growth, 12% Mid Cap, 6% Sm. Value & 
Blend, 6% Intl., Nat. Res., and Real Est. Allocation, excludes Small Growth. Rebalanced annually on Apr 1. 
©2018 Spectrum Investment Advisors, Inc. Please see benchmark disclosures below. 
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While we?re in the middle of summer , mi l l ions of students are looking 
for ward to their  fal l  semester  of col lege. The National Center  for  
Education Statistics stated that 20.4 mi l l ion students were enrol led in 
col lege classes for  the fal l  of 2017. That number  is almost cer tain to 
increase this fal l . With the r are exception of those w ith ful l-r ide 
scholar ships, most students and their  parents w i l l  need to pay for  their  
col lege exper ience. I f  you have young chi ldren (or  grandchi ldren, 
nieces, nephews, etc.), take a look at the pr ice of col lege.  Since we?re in 
Wisconsin, how  about the largest public univer si ty?  The Univer si ty of 
Wisconsin-Madison has a pr ice tag of about $25,000 per  year  for  tui tion, 
fees, room and board, books, etc.  How  can a family save for  this sizable 
pr ice tag?  Let?s explore the options: 

529 Plans. There are actually two di f ferent types of Section 529 plans: 
Prepaid Tui tion Plans and Education Savings Plans.  Prepaid tui tion 
plans are sponsored by state governments and can al low  individuals to 
prepay some credi ts for  par ticipating col leges.  This is not avai lable in 
the state of Wisconsin, but  i t is avai lable in other  states, l ike I l l inois.  

The 529 Education Savings Plan is what most people are famil iar  w i th. 
Wisconsin has Edvest, and I l l inois has Br ightStar t, among others.  Each 
state is di f ferent and has their  ow n rules, r egulations and investment 
products.  This is a tool for  an individual to save for  a beneficiar y?s 
future col lege expenses.  These expenses can be tui tion, room & board, 
books, supplies, etc.  The funds are typical ly invested in some type of an 
age-based por tfol io of mutual funds and Exchange Traded Funds (ETFs). 
Por tfol ios get more conser vative as the beneficiar y gets closer  to age 18. 

One of the biggest benefi ts to a 529 plan is that there are no income 
l imitations.  There are cer tain l imits, such as an annual gi f t tax 
exclusion amount ($15,000 for  2018) and a l i fetime contr ibution amount 
(depends on the state).  These contr ibutions can grow  tax-fr ee and the 
w ithdrawals are also tax-fr ee as long as they are used to pay for  a 
quali f ied higher  education expense.  529 Education Savings Plans can 
also be used for  pr ivate elementar y or  secondar y tui tion (up to 
$10,000/year ). 

Cover dell Education Savings Accounts (ESA).  Former ly know n as an 
Education IRA, the ESA al lows for  contr ibutions of up to $2,000 annually 
into a brokerage account for  future education savings.  Whi le the types 
of investment vehicles you can invest in are l imitless, the f lexibi l i ty of 
these accounts are not.  Should the designated minor  chi ld not use the 
funds for  education expenses, the account cannot  be r eassigned to a 
sibl ing or  other  beneficiar y l ike a 529 account can. Quali f ied 
w ithdrawals are tax-fr ee, but there are income l imits for  the $2,000 
contr ibution.  I f  your  adjusted gross income is over  $110,000 ($220,000 
for  joint f i ler s), you are not  el igible to contr ibute. 

Taxable Accounts.  You can always save for  col lege in a taxable account 
and can even put i t in the name of a minor  chi ld through the Uniform 
Transfer s to Minors Act (UTMA).  Contr ibutions to these accounts are 
considered gi f ts and are the proper ty of the minor.  They can be 
accessed at any time and are r e-ti tled in the name of the minor  after  
they r each the age of major i ty (21 for  Wisconsin).  They are the least 
favorable from both the taxation standpoint and the affect on f inancial 
aid el igibi l i ty.  

Br ian Whit e, CFP® |  Wealth Manager

Roth IRAs.  Roth IRAs are tr emendous r et i r em ent  savings vehicles.  
The pr incipal amount you contr ibute can be w ithdraw n at any time for  
any r eason w ith no taxes or  penalties.  Whi le this may sound l ike 
another  good tool for  education savings, we believe that r eti r ement 
vehicles such as IRAs and 401(k) accounts should be uti l ized solely for  
that purpose.  A w ithdrawal of $40,000 from your  Roth IRA is the same 
whether  you use i t for  tui tion payments or  boat payments.  Ei ther  way, 
you?re taking money from your  future r eti r ed self .  There are many 
di f ferent options for  education savings so that you are able to effectively 
separate education savings from reti r ement savings. 

Researching education savings plans can be over whelming. Please 
contact Spectrum w ith any questions and we?ll  help you wade through 
the di f ferent options avai lable.  The fol low ing websites in par ticular  are 
extr emely useful for  r esearch into col lege savings plans: 

w w w.f inra.org/investor s/saving-college. FINRA, The Financial Industr y 
Regulator y Author i ty, has a page dedicated to the di f ferent options on 
saving for  col lege.  You can also look up the fees associated w ith each 
state?s 529 plan. 

w w w.savingfor col lege.com.  This si te is sponsored by 529 plans, but has 
some ver y good calculator s and ar ticles on col lege savings. 

w w w.collegesavings.org.  The National Association of State Treasurer s 
established this si te which contains in-depth information on each state?s 
529 plan. 

Sp ectr u m  I n vestor ®  Up date

DOW: 24,271 10 Yr  T-Not e: 2.85%

NASDAQ: 7,510 Inf lat ion Rat e: 2.2% (5/2018)

S&P 500: 2,718 Unem ploym ent  Rat e: 3.8% (5/2018)

Bar rel of  Oil: $70.53 Source: Yahoo Finance, bls.gov, eia.gov
Data as of 3/31/18 unless otherwise noted. The Dow Jones Industrial Average is comprised of 30 
stocks that are major factors in their industries and widely held by individuals and institutional 
investors. The Standard & Poor?s 500 Index is a capitalization weighted index of 500 stocks 
designed to measure performance of the broad domestic economy through changes in the 
aggregate market value of 500 stocks representing all major industries.  The NASDAQ Composite 
Index measures all NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ 
Stock Market.  Barrel of Oil: West Texas Intermediate. Inflation Rate: CPI. The market value, the 
last sale price multiplied by total shares outstanding, is calculated throughout the trading day, 

To determine which investment(s) may be appropriate for you, consult your financial 
advisor prior to investing. All performance referenced is historical and is no guarantee 

of future results. All indices are unmanaged and cannot be invested into directly.

IRS Indexed Limits for 2018: 
401(k), 403(b), 457 Plan  Deferral Limit is $18,500.

 Catch-up Contribution limit is $6,000. Source: www.irs.gov

Source: Morningstar, 3 yr return is annualized. Morningstar classifies categories by 
underlying holdings and then calculates the average performance of the category. 
Past performance is not an indication of future results. Returns in Blue = Best, 
Returns in Red = Worst. Please see Benchmark Disclosures on page 5.

Morningst ar  Cat egory Averages 2nd Qt r 1 Year 3 Year

 Intermediate-Term Bond -0.24% -0.36% 1.69%

 Allocation 50%-70% Equity 1.13% 6.58% 5.62%

 Large Cap Value 1.61% 9.08% 8.35%

 Large Cap Blend 2.64% 12.56% 9.91%

 Large Cap Growth 5.13% 20.62% 12.19%

 Mid Cap Value 2.55% 8.91% 7.97%

 Mid Cap Blend 2.93% 11.25% 7.88%

 Mid Cap Growth 4.17% 18.12% 9.73%

 Small Cap Value 6.61% 12.44% 9.13%

 Small Cap Blend 6.23% 14.57% 9.37%

 Small Cap Growth 8.49% 22.64% 11.02%

 Foreign Large Blend -2.17% 6.06% 4.58%

 Real Estate 7.90% 3.32% 7.19%

 Natural Resources 3.67% 15.22% 5.47%
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