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In 2008, millions of investors experienced a sharp 
downward drop in the value of their retirement 
savings. This was a direct result of the plunge in the 

capital markets that began in the fourth quarter of 2007.  
The S&P 500, a bellwether of the U.S. economy, suffered 
its second worst year on record in since 1926, returning a 
jaw dropping -37%.  By 2008 the Credit Crisis was in full 
swing and was shaping up to be the worst financial crisis 
experienced since the Great Depression. These events 

profoundly weakened the resolve of many PCA Retirement 
Plan investors leaving them fearful that the capital markets 
would experience another downturn.  Uncertain and 
uneasy, many were questioning the appropriateness of their 

After four straight quarters of positive gains, the 
U.S. stock market ended the 2nd quarter in double-
digit negative territory. In normal market periods 
investors would take this pullback in stride.  But for 
most investors this does not feel like a “normal” period.  
The U.S. has just gone through one of the most severe 
financial crises since the Great Depression, and the 
market plunge has left an indelible mark on the psyche 
of investors. Shareholders are anxious, and the wave 
of disappointing economic news during the quarter 
did not help boost their confidence in the market’s 
recovery. Reports of rising unemployment, growing 
budget deficits, European sovereign debt issues, and 
slower growth in emerging markets reawakened 
an ominous fear – that the U.S. is experiencing the 
second part of a double-dip recession.  

Most economists find the prospect of 
another recession unlikely. We agree with their 
assessment. We find reports of a double-dip 
recession to be overblown. Instead, we believe 
the market experienced a cyclical slowdown 
in the 2nd quarter. Looking back on the quarter 
we see can how and when the market began re-
pricing for slower growth and increasing risk. The 
quarter started off on a favorable note, and the 
market continued its impressive rally from the first 
quarter of the year. However, by the end of April, 
the rally began to run out of steam. On May 6th, 
the capital market experienced an extraordinary 
intraday event in which the Dow Jones Industrial 
Average (DJIA) fell by 1,010.14 points. This drop, 
now known as the Flash Crash of 2010, was one 
of the first signs of the equity correction that would 
take place for the rest of the quarter.  Two notable 
yardsticks, the DJIA and the Standard & Poors 
500, reflected this trend and closed down at 10% 
and 11.9%, respectively, for the quarter. 

The market’s poor performance was largely part 
due to subpar economic growth that did not meet 
investors’ expectations. However, there were some 
bright spots in the economy. U.S. corporations are in 
excellent health and, according to a poll by Thomson 
Reuters, analysts project 2nd quarter earnings to rise 
27%. For now, inflation is low and should remain 
low according Fed Chairman Ben Bernanke. Another 
promising sign is the Fed’s current policy to keep 
interest rates low. Due to the prospect of low economic 
growth and low inflation, we do not believe the Fed 
will raise rates in the near future. Still, significant 
problems remain. The U.S. is still grappling with weak 

job growth which has put a damper on consumer 
spending. The housing sector is still far from its peak 
as foreclosures rise and home sales continue to fall. 
Lastly there are strong concerns over sovereign debt 
in Europe. Some experts believe Europe’s financial 
problems could spill over into the global financial 
markets and bring ongoing recovery to a halt.

Moving forward there are formidable challenges 
facing the U.S. and foreign economies – challenges 
that are expected to reshape what we think of when 
we say “normal” economic expansions. Those who 
invested in the bull markets of the ‘80’s and ‘90’s expect 
“normal” to mean extended periods of continuous 

economic growth and strong recoveries fueled 
by consumer spending. However, some are 
challenging this paradigm, and Bill Gross is one 
of them.  Mr. Gross is the managing director 
and co-chief investment officer at PIMCO. He 
believes the future of global economics will usher 
in a “new normal”. The new normal refers to a 
period defined by deleveraging of asset prices, 
deglobalization, and reregulation of financial 
institutions. Ultimately these actions will result 
in weaker long term growth for developed 
economies like the U.S. Those looking for superior 
growth and the potential for higher returns will 
need to look abroad. Undeveloped economies 
like India and Brazil did not experience the 
same problems plaguing the U.S. and Europe.  
These countries are better positioned than 
developed countries to experience growth and 
wealth in the future.1

    — Mark Melendez, Client Services Manager 
1 �Bill Gross, “Investment Outlook April 2009: The Future of  

Investing: Evolution or Revolution?”, PIMCO,  22 Jul 2010   
<http://www.pimco.com>.
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You may roll over money from other retirement plans to the 
PCA Retirement Plan under certain terms and conditions 
as established by the Internal Revenue Service. The 

information below has been adapted from the IRS website on 
Rollovers. You may visit www.irs.gov or call our office for more 
information.

Generally, a rollover is a tax-free distribution of cash or other 
assets from one retirement plan to another. The contribution to 
the second retirement plan is called a “rollover contribution.” 

WHY should you roll over?
When you roll over a retirement plan distribution, you 

generally don’t have to pay tax on it until later, when you take it 
in cash. Also, by rolling over, you are saving for your future and 
your money continues to grow tax-free.

Consequences of not rolling over (other than qualified Roth 
distributions) are paying income tax on the amount you received 
and in many cases paying an additional excise (penalty) tax on 
early distributions.  

If you receive a distribution from your retirement account upon 
leaving employment and are under age 55, you may have to 
pay an additional 10% tax on early distribution on the amount 
you receive. However, there are situations in which the law may 
exempt you from the additional 10% tax on early distributions.  
Call the RBI office for more information.

WHAT can you roll over?
Generally, you can roll over qualified retirement account 

money to the PCA Retirement Plan.  That is, you can roll over 
distributions of all or any part of your retirement account 
balance that does not consist of any of the following:

1.	 �A corrective distribution of excess contributions from a 
qualified retirement plan,

2.	 �A distribution to you that is one of a series of substantially 
equal payments made at least once a year based on your 
life expectancy,

3.	A required minimum distribution,
4.	A hardship distribution,
5.	A loan treated as a distribution,
6.	Dividends on employer securities, or
7.	The cost of life insurance coverage.

Note: A key phrase above is “retirement account balance.” You may not roll 
non-retirement account money into the PCA Retirement Plan.  This means you 
cannot roll savings accounts, inheritances, or cash from the sale of homes, cars or 
other property t o the PCA Retirement Plan as these funds are not from qualified 
retirement plans.

WHEN should you roll over?
You have 60 days from the date you receive a retirement plan 
distribution to roll it over. Remember that any distribution paid 

to you will already be reduced by a mandatory income tax 
withholding of 20%, even if you intend to roll it over later. If you 
do roll it over and want to defer tax on the entire taxable portion, 
you will have to add funds from other sources equal to the 20% 
income tax withheld. 

HOW do you roll over?
A rollover occurs when you withdraw cash or other assets 

from one eligible retirement plan and contribute all or part of it 
within 60 days to another eligible retirement plan.
Unless the distribution is from an IRA, the plan administrator 
making the distribution must give a written explanation of 
rollover treatment to you. 

Your employer can transfer your distribution directly to another 
eligible plan or to an IRA.  Under this transfer option, the 20% 
mandatory income tax withholding does not apply.  However, if 
your retirement plan account balance is less than $1,000, your 
plan administrator may pay you the balance, less the mandatory 
20% income tax withholding, without your consent. You can still, 
of course, roll over the amount received as a cash-out within 60 
days of receiving it.

You may visit our website or call the RBI office to receive a rollover 
form that will help you roll money to your PCA Retirement Plan.

WHERE can you roll over to?
You can roll your money into many different types of retirement 

arrangements: another retirement plan, an IRA, a 403(b) plan, 
and others. See the Rollover Chart (below) for a simple way to 
remember your options.

— Chet Lilly, Business Manager 

“Rollovers” Into the PCA Retirement Plan

403(b) Trad. 403(b) Roth

*� Qualified Plans include, for example, Profit-Sharing,  

 401(k), Money Purchase, Defined Benefit plans

38th General Assembly Endorses the 
PCA Retirement Readiness Project
Over the next 15 years, nearly 2/3 of current PCA Teaching 
Elders will be 65 years or older.   Based on a small sample 
of available figures, it appears that a large number of these 
retirees will not have sufficient retirement funds to meet their 
basic needs through their retirement years. This could easily 
overwhelm the Ministerial Relief Fund’s ability to help meet 
the needs of our widows, as well as retired and disabled 
Teaching Elders. RBI will conduct a confidential survey 
of Teaching Elders in this demographic group to more 
accurately determine the state of retirement readiness in the 
denomination.  This will enable RBI to better prepare for future 
Relief needs and to offer solutions to help reduce the number 
of families at risk. The 38th General Assembly endorsed 
this survey, and we urge our Teaching Elders to participate. 
To view RBI’s General Assembly video presentation, 
please go to the following link on the RBI website:  
www.pcarbi.org/?news_id=45

2010 GA Report

http://www.irs.gov




W    e are headed for another 
recession!” “I have heard experts 
say we will have another market 

crash in the next 6 months.”  “I am near 
retirement, I feel the economy is headed for 
another downturn, and I’m afraid to lose 
money like I did two years ago.”

These are comments we sometimes hear 
at RBI.  It is no wonder that many investors, 
whether in the PCA Retirement Plan or 
elsewhere, are feeling nervous about their 
retirement accounts. Many lost part of their 
money to the volatile markets in the last 
recession.  Since there is no guarantee the 
U.S. will avoid another �nancial meltdown, 
what are we to do?  

In an uncertain world that is continually 
changing, the virtues that are important 
for us as believers are also essential in 
planning for retirement. The volatility (the 
amount of risk and change in security 
values) of the economic conditions we have 
seen over the last decade reminds us how 
important it is to become men and women 
of Christ-like character, who stand fast with 
believing hearts. What are these virtues, 
and what do they look like when it comes 
to planning for retirement?

First is endurance.  It is easy to run when 
you only have a short distance or time, but 
when the race is long endurance is needed.  
For investing, we need to be long-term 
minded in our retirement planning, i.e.,  
forming a well thought-out investment strategy 
and sticking to it. It is very tempting to move 
from one strategy to another, or one set of 
investments to another, when the economy is 
struggling.  If you are properly invested for 
your age, then you can stay with your plan 
in good and bad economic times.  This is 
endurance in retirement planning.

Patience is the next character quality. 
Endurance and patience are complimentary 
to each other, and patience actually supports 
endurance.  In a volatile market environment, 
when you see your account balance 
dwindling each month, patience helps you to 
avoid discouragement (that sinking feeling!) 
which may lead to poor decision-making.  
Patience allows you to see the long road 

ahead in retirement planning and thus stay on 
course. When all others are fearful, patience 
allows you to stay peaceful, knowing better 
times will come.

Third is courage, a character trait 
associated with facing danger.  We all 
seek “guarantees” and “safe places” when 
peril is lurking. Courage, in planning for 
retirement, prevents you from panicking 
when bad news looms on the horizon.  In 
�nances, a continual drop in the value of our 
account balances triggers fear and we begin 
to consider what appears to be a more 
secure place for our investment money.  This 
is natural behavior, but generally it is based 
on a short-term view of the current market 
trends.  Moving your money  to a “protected” 
investment in the short-term more often than 
not is more detrimental than leaving it in the 
current allocations.

The fourth character trait, and 
the most important, is wisdom. 
But there are two kinds of 
wisdom: worldly and heavenly.  
Worldly wisdom is self-seeking 
and leads to envy and confusion, 
resulting in all sorts of evil (James 
3:16). One who is guided by this 
wisdom is described as a “fool.” 
On the other hand, heavenly 
wisdom resides in a pure heart 
and produces righteous fruit 
(James 3:17-18). This person is 
known as “prudent and diligent.” 
James instructs us to seek God 
for His wisdom and He will give 
it to us generously and without 
�nding fault (James 1:5). 

The righteous person asks for 
God’s wisdom.   Proverbs says 
this person plans, seeks counsel, 
and welcomes instruction and 
correction. This is a formula for 
success.  But the fool, who follows 
worldly wisdom, is hasty in 
decisions, daydreams, panics, is 
lazy and refuses correction. This 
is the path of disaster. Applying 
heavenly wisdom to your 
�nancial planning, especially 

in an unpredictable market, will protect you 
over the long term.

In a volatile �nancial environment, when 
we see the value of our retirement account 
�uctuate up and down, and particularly 
down, our natural reaction is apprehension 
and negative speculation. If we continue 
on this slippery path, we can become more 
unstable.  But having a Christ-likeness that 
exhibits endurance, patience, courage and 
wisdom, we will be better prepared for a 
stormy �nancial period. It does not guarantee 
that we will reach our �nancial goals for 
retirement, but we will be richly rewarded 
because of our steadfast trust in God, knowing 
He ultimately will care for us and our family.
 
— �Rev. Harry Cooksey, 

Senior Field Coordinator  

 

investment portfolio and wondering whether it would protect them 
through the turbulent markets.  Few were more concerned than 
those already in retirement.

Since June of 2007, PCA Retirement & Bene�ts, Inc. (“RBI”) has 
been promoting the bene�ts of Target Retirement Funds (“TRFs”) 
for all investors.  These funds are designed to address one of the 
most persistent problems affecting investors - a lack of expertise in 
designing and managing a diversi�ed retirement portfolio.  TRFs 
were created to simplify the investment process by putting the 
asset allocation decisions (e.g., selecting among different types 
of stocks, bonds and money market securities) in the hands of 
investment experts.  These funds gradually adjust the underlying 
investments over time to become more conservative.  The rationale 
for this investment strategy is that by taking certain known variables 
(i.e. an investor’s time horizon and the historical performance of 
various asset classes) it is possible to structure a portfolio that may 
have a better chance of reaching an investor’s retirement goals. 
The result of this process is not a perfect portfolio but an optimized 
portfolio, using the best that investment science has to offer.

Although TRFs have won the approval of many investment 
experts and academics, losses suffered by some of these funds 
have raised concerns about the composition of TRFs.  Some of 
these funds positioned themselves too aggressively and were 
hammered during the recent market downturn.  Others had 
underlying investments that were overexposed to real estate, 
which was the worst performing asset class in 2008 at -38.8%.  
Determining why a certain TRF did not perform well can be a 
dif�cult thing to do, especially since there are no widely accepted 
benchmarks to measure TRF performance.  Still, “lifting the hood” 
on these investment vehicles should prove helpful in determining 
whether the PCA TRF performed better or worse than expected.  In 
this article, we are going to examine a speci�c PCA TRF –  the PCA 
Harvester Fund (“Harvester Fund”).   

The Harvester Fund was designed for investors 75 years and 
older and is sometimes referred to in the industry as a Target 
Retirement Income Fund. It is the most conservative PCA TRF; 
therefore, it has the highest allocation to bonds (e.g., 75%) of all 
TRFs.  In typical markets, diversi�cation to bonds helps dampen 
the volatility of the fund. Usually 
when stocks as a group perform 
poorly, bonds perform well 
because their performance tends 
to move in the opposite direction. 
However, the 2008 bear market 
was no ordinary beast!  With 
the exception of money market 
securities, there were no asset 
classes completely immune to the 
market’s volatility (see Figure 1, 
Adjacent).

Although some bond sub-
asset classes found themselves 

in negative territory, the performance numbers for bonds were 
still less extreme than stocks. This is why the annual return for 
the Harvester Fund was relatively strong (-11.5%).  The primary 
determinant of the Harvester Fund return was the level of its 
relative exposure to the asset classes noted in Figure 1.  Due 
to the smaller percentage allocated to stocks (e.g., 25%), the 
Harvester Fund provided a cushioning effect from the market’s 
rapid decline.  Investors in this fund did not experience the full 
negative impact of the 2008 bear market.

In comparison to the universe of its peers, the Harvester Fund 
was a notable performer.  The fund outperformed the 
average Target Retirement Income Fund by close to 
6.0% (see Figure 2).  While it did trail the lead performer in this 
category, it was signi�cantly higher than the alarming -29.2% 
return turned in by the category’s worst performer, which suffered 
a dismal return due to the TRF’s underlying aggregate bond fund. 
(see Figure 2, below)

Most investors agree that 2008 was a very dif�cult year in the 
capital markets.  Across the board, few investments were able 
to provide ample protection against the systematic deleveraging 
of assets. However, the Harvester Fund did prove to be 
signi�cantly less volatile than the overall market.  
Also, it did provide principal protection to its investors in one 
of the worst bear markets on record.  Still, in absolute terms, 
the Harvester Fund’s -11.5% return was disappointing.  No 
investor would be content with year-in, year-out returns like this.  
However, our goal is to create a Target Retirement Income Fund 
that performs well over all markets, not just bear markets!  RBI 
does this by creating an optimized portfolio within the Harvester 
Fund that contains a modest allocation to stocks.  Historically, 
stocks have outperformed bonds and money market securities, 
and have guarded RBI’s investors against outliving their assets 

in retirement.   Admittedly, 
there are tradeoffs for 
this protection, and we 
experienced it in 2008.  
But praise the Lord that in 
2009 we were able to reap 
the rewards….to the tune 
of a +14.8% return.  For 
more information on the 
advantages of the Harvester 
Fund or any of the PCA TRFs, 
contact us at RBI.

— �Mark Melendez, Client 
Services Manager

Softer landing  — Continued from cover

PCA Glorifying God by helping our ministry partners achieve �nancial security

PASTOR’S CORNER
Character Counts —Preparation for Investing in Volatile Markets

*Ibbotson Target Maturity Report, Fourth Quarter 2008

Note: �Investment returns shown are net of investment manager, custodial and 
administrative fees. All 2009 �gures are unaudited.

  * �return for new fund will be disclosed next quarter 
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downward drop in the value of their retirement 
savings. This was a direct result of the plunge in the 

capital markets that began in the fourth quarter of 2007.  
The S&P 500, a bellwether of the U.S. economy, suffered 
its second worst year on record in since 1926, returning a 
jaw dropping -37%.  By 2008 the Credit Crisis was in full 
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experienced since the Great Depression. These events 

profoundly weakened the resolve of many PCA Retirement 
Plan investors leaving them fearful that the capital markets 
would experience another downturn.  Uncertain and 
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After four straight quarters of positive gains, the 
U.S. stock market ended the 2nd quarter in double-
digit negative territory. In normal market periods 
investors would take this pullback in stride.  But for 
most investors this does not feel like a “normal” period.  
The U.S. has just gone through one of the most severe 
financial crises since the Great Depression, and the 
market plunge has left an indelible mark on the psyche 
of investors. Shareholders are anxious, and the wave 
of disappointing economic news during the quarter 
did not help boost their confidence in the market’s 
recovery. Reports of rising unemployment, growing 
budget deficits, European sovereign debt issues, and 
slower growth in emerging markets reawakened 
an ominous fear – that the U.S. is experiencing the 
second part of a double-dip recession.  

Most economists find the prospect of 
another recession unlikely. We agree with their 
assessment. We find reports of a double-dip 
recession to be overblown. Instead, we believe 
the market experienced a cyclical slowdown 
in the 2nd quarter. Looking back on the quarter 
we see can how and when the market began re-
pricing for slower growth and increasing risk. The 
quarter started off on a favorable note, and the 
market continued its impressive rally from the first 
quarter of the year. However, by the end of April, 
the rally began to run out of steam. On May 6th, 
the capital market experienced an extraordinary 
intraday event in which the Dow Jones Industrial 
Average (DJIA) fell by 1,010.14 points. This drop, 
now known as the Flash Crash of 2010, was one 
of the first signs of the equity correction that would 
take place for the rest of the quarter.  Two notable 
yardsticks, the DJIA and the Standard & Poors 
500, reflected this trend and closed down at 10% 
and 11.9%, respectively, for the quarter. 

The market’s poor performance was largely part 
due to subpar economic growth that did not meet 
investors’ expectations. However, there were some 
bright spots in the economy. U.S. corporations are in 
excellent health and, according to a poll by Thomson 
Reuters, analysts project 2nd quarter earnings to rise 
27%. For now, inflation is low and should remain 
low according Fed Chairman Ben Bernanke. Another 
promising sign is the Fed’s current policy to keep 
interest rates low. Due to the prospect of low economic 
growth and low inflation, we do not believe the Fed 
will raise rates in the near future. Still, significant 
problems remain. The U.S. is still grappling with weak 

job growth which has put a damper on consumer 
spending. The housing sector is still far from its peak 
as foreclosures rise and home sales continue to fall. 
Lastly there are strong concerns over sovereign debt 
in Europe. Some experts believe Europe’s financial 
problems could spill over into the global financial 
markets and bring ongoing recovery to a halt.

Moving forward there are formidable challenges 
facing the U.S. and foreign economies – challenges 
that are expected to reshape what we think of when 
we say “normal” economic expansions. Those who 
invested in the bull markets of the ‘80’s and ‘90’s expect 
“normal” to mean extended periods of continuous 

economic growth and strong recoveries fueled 
by consumer spending. However, some are 
challenging this paradigm, and Bill Gross is one 
of them.  Mr. Gross is the managing director 
and co-chief investment officer at PIMCO. He 
believes the future of global economics will usher 
in a “new normal”. The new normal refers to a 
period defined by deleveraging of asset prices, 
deglobalization, and reregulation of financial 
institutions. Ultimately these actions will result 
in weaker long term growth for developed 
economies like the U.S. Those looking for superior 
growth and the potential for higher returns will 
need to look abroad. Undeveloped economies 
like India and Brazil did not experience the 
same problems plaguing the U.S. and Europe.  
These countries are better positioned than 
developed countries to experience growth and 
wealth in the future.1

    — Mark Melendez, Client Services Manager 
1 �Bill Gross, “Investment Outlook April 2009: The Future of  
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cannot roll savings accounts, inheritances, or cash from the sale of homes, cars or 
other property t o the PCA Retirement Plan as these funds are not from qualified 
retirement plans.

WHEN should you roll over?
You have 60 days from the date you receive a retirement plan 
distribution to roll it over. Remember that any distribution paid 

to you will already be reduced by a mandatory income tax 
withholding of 20%, even if you intend to roll it over later. If you 
do roll it over and want to defer tax on the entire taxable portion, 
you will have to add funds from other sources equal to the 20% 
income tax withheld. 

HOW do you roll over?
A rollover occurs when you withdraw cash or other assets 

from one eligible retirement plan and contribute all or part of it 
within 60 days to another eligible retirement plan.
Unless the distribution is from an IRA, the plan administrator 
making the distribution must give a written explanation of 
rollover treatment to you. 

Your employer can transfer your distribution directly to another 
eligible plan or to an IRA.  Under this transfer option, the 20% 
mandatory income tax withholding does not apply.  However, if 
your retirement plan account balance is less than $1,000, your 
plan administrator may pay you the balance, less the mandatory 
20% income tax withholding, without your consent. You can still, 
of course, roll over the amount received as a cash-out within 60 
days of receiving it.

You may visit our website or call the RBI office to receive a rollover 
form that will help you roll money to your PCA Retirement Plan.

WHERE can you roll over to?
You can roll your money into many different types of retirement 

arrangements: another retirement plan, an IRA, a 403(b) plan, 
and others. See the Rollover Chart (below) for a simple way to 
remember your options.

— Chet Lilly, Business Manager 

“Rollovers” Into the PCA Retirement Plan

403(b) Trad. 403(b) Roth

*� Qualified Plans include, for example, Profit-Sharing,  

 401(k), Money Purchase, Defined Benefit plans

38th General Assembly Endorses the 
PCA Retirement Readiness Project
Over the next 15 years, nearly 2/3 of current PCA Teaching 
Elders will be 65 years or older.   Based on a small sample 
of available figures, it appears that a large number of these 
retirees will not have sufficient retirement funds to meet their 
basic needs through their retirement years. This could easily 
overwhelm the Ministerial Relief Fund’s ability to help meet 
the needs of our widows, as well as retired and disabled 
Teaching Elders. RBI will conduct a confidential survey 
of Teaching Elders in this demographic group to more 
accurately determine the state of retirement readiness in the 
denomination.  This will enable RBI to better prepare for future 
Relief needs and to offer solutions to help reduce the number 
of families at risk. The 38th General Assembly endorsed 
this survey, and we urge our Teaching Elders to participate. 
To view RBI’s General Assembly video presentation, 
please go to the following link on the RBI website:  
www.pcarbi.org/?news_id=45

2010 GA Report

http://www.irs.gov



