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401 (k) investors react to recovering markets

After a period of unrest as share prices tumbled in 2008,
investors’ confidence has been growing thanks to a
market that has surged about 60% since March 2009.
Looking ahead to 2010, experts see trends developing
based on lessons learned from last year’s declining ac-
count balances and decision making that can’t ignore
lingering anxiety that it might happen again.

Just how bad was it?

Before looking ahead to 2010, investors can put their
performance into a historical perspective by looking at
the 12-month and 10-year trailing returns of the mar-
ket. According to research by Agri-Invest using the S&P
500 index, the period ending in February 2009 was the
worst 12-month period since 1932. The 10-year trailing
returns ending in February of 2009 actually had a nega-
tive return, the first negative return since 1941.

Investors can take solace in that with a long-term plan
geared for retirement, the S&P 500 has still never shown
a negative return over a 20-year period.

What lessons can cooperative
employees take from the downturn?

In the last nine months the market has shifted and in-
vestors have seen steady positive returns on their state-
ments. Across the country, businesses are seeing 401 (k)
plan participants who may have altered their savings
plan during the downturn look to jump start their re-
tirement savings. So what lessons should your employ-
ees remember as they move forward?

Ten years is not long-term: For the majority of Ameri-
cans, retirement is not just around the corner. The abil-
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ity to retire comfortably requires a long-term, dynamic
plan. Though the downturn may have your employees
concerned about their accounts, most still have time on
their side. The market fluctuates, and periods of pros-

perity have historically outlasted recessions.

Participants should be vigilant about adjusting their
strategy to personal and market conditions. Your
younger employees know they have plenty of time

to recover from any losses. Employees closer to their
desired retirement date may need to adjust their in-
vestment strategy or timeline to meet their goals. Em-
ployees in- between may need to incorporate different
life events like college tuition or a mortgage into their
financial goals. Asa Co-op 401(k) Plan Sponsor, all
your employees (even those not yet participating in the
Plan) have access to the education tools and calculators
on MillimanBenefits.com to help properly set up and
modify plans to your employees’ individual needs.

Do not base future expectations on recent past: In
the midst of the recession, no reasonable person would
say that the period of negative returns foretold the
downfall of the American economy. By the same token,
believing that strong returns will continue forever does
not make for sound investing. The market will fluc-
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tuate; the best that your employees can do is to take
time to educate themselves and create a plan that suits
their needs and tolerance for risk.

Consider hosting an employee educa-
tion meeting at your cooperative. A
Milliman Regional Client Service Conservative
Manager will come to your business
and host a group education seminar.
Service Managers will walk employees
through accessing their accounts and
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Participants in those Plans that offer Roth 401 (k) con-
tributions may want to consider tax diversification of
their contributions. Because future tax rates are uncer-
tain, tax diversification through contribution types is a
valuable strategy for participants who

Model Diversified Funds do not know for certain whether their
309% stable asset tax bracket will be higher or lower in
20% bond retirement. By combining traditional
40% TIPS tax-deferred 401 (k) deferrals with

4% index stock

: Roth after-tax contributions, your
2% small-cap index

4% international blend | €MPloyees can limit the taxation on

education tools on the web, invest- Moderately
ment options, and answer your em- Conservative
ployees’ questions about retirement.

Diversify, diversify, diversify: The

simplest method to mitigate risk

20% stable asset each Paycheck as Well' as higher taxes
20% bond on withdrawals at retirement.
30% TIPS 2010 market trends

11% index stock

7% smaﬂ-cap index ThlS month, PLANSPONSOR Maga—

12% international blend | zine interviewed Avi Nachmany, the

within a portfolio is to diversify in- Moderate
vestment selections. During a bear
market period when equity markets
underperform, a diverse portfolio that
includes Cash and Bond investments

10% stable asset Director of Research for Strategic
20% bond Insight, an intelligence provider to the
20% TIPS fund industry. Nachmany observed

18% index stock

that “fund investors’ appetite for risk
12% small-cap index pp

20% international blend | F€Mins low. Search for income and

undercuts losses with a foundation of

low-risk investments. During a bull Moderately

. L. Aggressive
market, riskier equity investments can

carry a portfolio to larger returns and
bring employees” nest-eggs closer to

20% bond low risk tolerance are likely to con-
10% TIPS tinue to dominate the fund landscape
25% index stock in early 2010, and maybe beyond.”

17% small-cap index

) 1 In accordance with that statement,
28% international blend

their goals. Aggressive
The Co-op 401(k) Plan makes diver-

sification easy for Plan participants.

some experts are calling 2010, “The
Year of the Bond” as bonds are a good
fit for investors coming off a poor year

5% stable asset
34% index stock

23% small-cap index i . .
38% international blend | With a low-risk tolerance. Strategic

Participants can choose from 15 dif- 77— Dortfolios

ployees who do not feel comfortable  ,pr4fp/io.
choosing their own custom invest-

ment, the professional investment advisors at Agri-Inve
have designed five model portfolios based on risk toler-
ance. These portfolios take an individual employee’s
comfort with risk— from conservative (low-risk, lower
potential returns) to aggressive (higher-risk, higher po-
tential returns)— and automatically allocate their in-

investment style.
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available to Co-op Insight estimates that 2009 inflows

ferent mutual funds covering all major ;) pj, Participants provide a to bond funds will come in at nearly
asset classes. For cooperative em- simple path to a diversified investment  $400 billion, an all-time record.

Strategic Insight also estimates in-

creases in inflows to “increasingly
popular” global asset allocation funds and emerging
markets. Recent strong returns have caused investors to
resume the global diversification of their investments, a
continuation a long-term trend that paused in 2008 due
to the financial crisis.

St

vestments into a diversified fund group that meets their The Co-op 401(k) Plan’s fund lineup includes several

bond and international investing options for partici-
pants to choose as part of their diversified portfolio.

Source: www.p/ampomor. com
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Thank you to those cooperatives that have joined Milliman in reducing paper usage by electing to have
Update sent to their cooperatives electronically. Electronic delivery will be rolled out in the near future.

For those that have not yet replied, please join the Update e-mailing list to receive a monthly e-mail with
a link to your issue of Update online at www.coop401kplan.com.

To sign up for electronic delivery of Update, please send an e-mail to coop401kplaninfo@milliman.com

Subject Line: Update Mailing List

Be sure to include your name, e-mail address, and the name of your business.

You can always visit www.coop401kplan.com to revisit prior issues of Update or for more information
regarding the Plan. Thank you to those cooperatives who have signed up for helping us Go Green!

PlanBiTs
Milliman Holiday Schedule

Milliman’s Minneapolis office will be closed for busi-

Restatement Process Underway

Remember to return your written authorization for
Milliman to restate your Plan document and file
with the IRS on your cooperatives behalf. Under
IRS rules, plans using a prototype document such as
the Co-op 401 (k) Plan must restate their document
every six years. Milliman’s deadline to restate is April
30, 2010, so please return your authorization as soon
as possible. If you need another copy of the form,
please call 800.652.6675, option 2.

ness on December 24-25, 2009 and January 1, 2010.

Schedule Participant Meetings

December and January are often slower months for
cooperatives, providing a good chance for General
Managers to schedule participant meetings on the
Co-op 401(k) Plan. To bring a Milliman Regional
Client Service Manager to your cooperative for edu-
cational meetings, call 800.652.6675, option 2.

Update
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