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Fear sells, and many pundits have chosen 
to scare people as markets have corrected 
in the New Year.  One GVT client, aware of 
the market “noise”, looked to us to highlight 
the global economic positives.  

HERE’S SOME OPTIMISM:

1.  The consumer – since 2008, individual 
debt levels are down and savings levels are 
up.  The Millennial generation appears 
to be pragmatic and fiscally responsible.  
Consumer sentiment is at the most 
favorable levels since 2007, largely because 
of low inflation expectations.  

2. Businesses – since 2008, high quality 
businesses domestically have played it close 
to the vest, hoarding cash, maintaining 
reasonable debt levels, being good stewards 
of investor capital and growing slowly.  
Earnings have been consistently good 
among the companies with proven products 
and markets.  M & A activity has picked up 
in the last two years, a sign that CEO’s and 
CFO’s are more confident than they’ve been 
in years to more aggressively deploy cash 
and grow revenues.

3. Domestic economy – the US is the 
#1 economy in the world, expected to 
grow 2.5% this year, about $17 Billion.  
Unemployment is at 4.9%, new housing 
starts are up, mortgages are up, inflation 
is down and despite political folly, there’s 
overall positive sentiment.  Stimulus has 
ended and the Fed has started to raise 
interest rates, tangible signs of a growing 
economy.
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6. Commodities (especially oil) – this is the 
wild card.  Low gasoline prices serve as a net 
wage increase for the consumer, allowing 
for other discretionary purchases with the 
extra cash.  This should continue to help the 
economy in many consumer discretionary 
areas.  How the rest of the world deals 
with over-supply and under-demand is still 
unknown.  Eventually, supply will go down, 
demand will rise, and the world will reorient 
to new variables including fracking, natural 
gas, and new usage levels.  

7. Valuations – some say the market 
is overvalued, some fairly valued, some 
undervalued.  That describes the market any 
day of the week, not just right now.  The fact 
is, our managers are always looking to buy 
at compelling value.  Right now, with the 
market down 10%, they see some quality 
companies selling at compelling prices.  
They will absolutely be looking actively for 
opportunities to buy into this dip.

8. The Human Condition – we live between 
fear and greed.  It’s either one condition or 
the other.  And we’ll do whatever we can 
to avoid fear.  History shows that fearful 
markets don’t last long.  In 2008-2009, it 
was eight months, and that was the worst 
time in our lifetime.  This is not 2008.  Not 
even close.  The extreme downturn in this 
three week market correction is overly 
emotion-driven, not fundamentally-driven.  
This is important because it then lends itself 
to a potentially faster recovery.  Once some 
brave souls start buying, others will join in 
and the market will turn positive.  It’s what 
humans do.  It’s the animal spirits at work.

So, there are weak spots globally and a lot of 
strength too.  But, I could say that most any 
day.  This market correction is more extreme 
than it should be and fear is driving it now.  
That will end.  I don’t know when, but believe 
there are silver linings in the storm clouds.  
Greed will kick in at the bottom (whenever 
that is) and turn things rather rapidly, 
just like it did in 2009, 2011 and 2015.  
Investor behavior will dominate again.

The Glass is Half Full 4. International economies – China is the 
#2 economy in the world, a $10 Billion 
GDP.  So what if they’re not growing at 9% 
anymore.  If it’s 6%, or even 4%, on $10 
Billion that’s a lot of money.  Yes, they’re 
struggling with switching their economy 
to a capitalist, consumer-driven model.  It 
takes time and we’ll all survive their trips and 
falls.  Europe is slowly working its way out of 
sluggish times.  Germany is the #4 economy 
in the world, growing about 1.5-2%, but 
leading the way with fiscal responsibility.  
Mario Draghi appears to have a firm grasp 
on ECB policy and has tempered some tight 
situations with aplomb.  

Europe usually lags three-to-five years 
behind the US economically, meaning they 
should be coming around in the next couple 
years.  The emerging economies have been 
decimated in the past three years, mostly 
because of Asian slowness and commodity 
concerns. When emerging markets 
rebound, it will be significant.  They are net 
exporters, have their own central banks and 
growing consumer middle classes.  

5. The Federal Reserve – since 2008, the 
market has risen while the Fed supplied 
stimulus.  Every time the Fed turned off the 
spigot, the market went down.  Sort of like 
a kid having his lollypop taken away.  Now, 
the spigot has been turned off, interest rates 
rose 0.25%, and the kid is having a little 
tantrum, nervous that without stimulus, he 
might not be able to make ends meet.  Well, 
some businesses won’t, but most will.  

Truth is, those who will suffer are probably 
the ones who would not have survived all 
these years without easy access to leverage 
because they ran poor companies from the 
start.  Call it economic Darwinism.  The 
strong survive, and that’s a good thing (by 
the way, GVT portfolios invest in very high 
quality companies with low debt, high cash 
flow and seasoned management teams).
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EXAMPLE #1
Mr. and Mrs. X are happily married. Both had 
been married previously and have children 
from their first marriages.  

Potential Conflict:  Leaving your estate to 
your spouse means your children may fear 
being left out of your estate.  

Potential solution: A trust that provides 
for your surviving spouse during his or her 
lifetime with the balance to your children at 
death.  Choose a corporate trustee [GVT] to 
be sure that your spouse and children know 
that the trustee is impartial.  

EXAMPLE #2
Mrs. Y is concerned that her son’s wife is a 
financial drain on him. He has confided to 
her about his wife’s desire for an expensive 
lifestyle.  Mrs. Y has “bailed him out” a few 
times when the spending got out of hand. 

Potential Conflict: Mrs. Y would like to leave 
assets to her son but is concerned that his 
wife will exhaust them. 

Potential solution:  A trust can provide 
protection for your child not only from an 

opportunistic spouse, but from divorce, 
bankruptcy and substance abuse.   Consider 
leaving assets in trust for all of your children 
so the one child is not singled out.  Avoid 
putting siblings in the role of trustee for 
each other. That can irreparably harm their 
relationship.  

EXAMPLE #3
Every Thanksgiving, Mrs. Z shares a favorite 
family story about the platter she uses to 
serve the special holiday turkey.  Mrs. Z gave 
little thought to the platter when she met 
with her attorney to prepare a will.  

Potential Conflict:  Mrs. Z has unwittingly 
bestowed tremendous emotional value on 
that platter.  The humble turkey platter is 
likely to become the trigger for disagreement 
among her children when they divide up her 
personal belongings.  

Potential solution: Identify any personal 
items that your family may feel has emotional 
value. Take the time to select one for each 
family member.  

So, if you are concerned that your family 
dynamics mirror those of 1912 or 2016, 
please give Joy a call.  Wills and trust 
agreements can be flexible, creative and 
can provide peace of mind for all.

Family Dynamics and Estate Planning

Many of us are sadly anticipating the end of 
our favorite Sunday night pastime—watching 
Downton Abbey.  If you are not a fan of 
Downton, you have missed the pleasure of 
watching family dynamics and antiquated 
inheritance laws play out in England in the 
post-Edwardian era.  As entertaining as the 
story line is on Downton, family conflict 
ignited by inheritance is not nearly as 
entertaining when it happens in your own 
family.  

Luckily for us, today’s inheritance laws and 
creative estate planning can temper or 
eliminate much of the conflict.  However, the 
potential for family conflict is just as strong 
today as it was in 1912.  In my own legal 
practice I was witness to a variety of family 
conflicts. Some had been anticipated by my 
clients, while some came as a surprise.  In 
most cases we were able to temper some of 
the hard feelings through careful planning.  

Automatic Rollovers: Another Tool in your 401(k) Toolbox
“participant fee” (and possibly, an asset-based 
fee) for each participant with an account 
balance.

3. The same fiduciary responsibilities apply 
to active employees apply to terminated 
participants.  

In view of these on-going fiduciary 
responsibilities, employers should take steps to 
identify and process mandatory distributions 
to participants with small balances, a task 
that requires administrative time and effort.  
This chore becomes more difficult when the 
plan contains a significant number of small 
accounts or if terminated participants fail 
to respond, don’t elect a specific form of 
distribution or are considered “lost” after 
having made a reasonable search.  

Current regulations permit employers to 
make taxable distributions to participants 
whose account balance is under $1,000.  
However, cash-out distributions to terminated 
participants with balances between $1,000 
and $5,000 must be rolled over to an IRA or 
the new employer’s retirement plan. 

Fortunately, existing regulations permit 
Automatic Rollovers, a convenient tool 

employers may employ to deal with terminated 
participants who fail to respond and/or select 
a form of distribution.   Certain formalities 
must be observed before a plan sponsor 
can use Automatic Rollovers to distribute 
small account balances.  The 401(k) plan 
document must specifically authorize 
Automatic Rollovers, the plan sponsor must 
notify the affected employees of the force-
out distribution and request the form of 
distribution in writing.  If the participant is 
“lost”, the employer must use due diligence to 
locate the participant.

If these efforts have failed, the employer 
may enter into a written agreement with 
an IRA Custodian that has an Automatic 
Rollover program that complies with DOL 
requirements.  Upon completion of these 
formalities, the employer may rollover 
participants’ small account balances to an 
Automatic Rollover IRA.  Once the rollover 
is completed, the terminated participant’s 
account balance is no longer a part of the 
employer’s 401(k) plan.  

As always, we are more than willing to 
help educate all plan participants on the 
technicalities of plan distributions, and the 
tax benefits of rolling over distributions. 

At some point, most 401(k) Plan Administrators 
confront the problem of how to deal with 
terminated participants who have “small” 
account balances.  Of course, “small” is a 
relative term and in the retirement plan world 
the DOL has determined that this description 
applies to balances under $5,000.  

But why should an employer be concerned 
that large numbers of terminated employees 
still maintain small balances in the employer’s 
plan?  The proliferation of participants with 
small account balances gives rise to various 
issues and potential problems, as follows:

1. In general, if a qualified retirement plan has 
100 or more participants at the beginning of 
a plan year, it is considered a “large plan” 
and must be audited by an independent 
accountant or CPA.  

2. Participants with small balances also 
increases the plan’s administrative costs 
since most plan record-keepers charge a 
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