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A SOFTER LANDING
AND A SHARP TAKEOFF

Protecting our Retirees’ Nest Egg
Through the PCA Harvester Fund

downward drop in the value of their retirement

In 2008, millions of investors experienced a sharp

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

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

Uncertain and

THE ECONOMIC AND MARKET REPORT: 2nd Quarter 2010

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 fake 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 fo be overblown. Instead, we believe
the market experienced a cyclical slowdown
in the 2nd quarter. Looking back on the quarfer
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
infraday 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 sfill 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 fo 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
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2010 GA REPORT

38th General Assembly Endorses the
PCA Retirement Readiness Project

Over the next 15 vears, 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
refirees will not have sufficient refirement funds to meef their
basic needs through their refirement years. This could easily
overwhelm the Ministerial Relief Fund's ability fo 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 defermine the stafe of refirement readiness in the
denomination. This will enable RBI to better prepare for future
Relief needs and fo 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 RBIs General Assembly video presentation,
please go fo the following link on the RBI website:
www.pcarbi.org/2news id=45

/

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 refurns 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
wedlth in the future.'

— Mark Melendez, Client Services Manager

1 Bill Gross, “Invesiment Outlook April 2009: The Future of
Investing: Evolution or Revolution2”, PIMCO, 22 Jul 2010

<http://www.pimco.com>.
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Glorifying God by helping our ministry partners achieve financial security

PASTOR'S

e are headed for another

recession!” “| have heard experts

say we will have another market
crash in the next 6 months.” “l am near
retirement, | feel the economy is headed for
another downturn, and I'm afraid to lose
money like | did two years ago.”

These are comments we sometimes hear
at RBI. It is no wonder that many investors,
whether in the PCA Refirement Plan or
elsewhere, are feeling nervous about their
retirement accounts. Many lost part of their
money fo the volatile markets in the last
recession. Since there is no guarantee the
U.S. will avoid another financial 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. lt 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 longterm
minded in our refirement planning, i.e.,
forming a well thought-out investment strategy
and sticking to it. It is very fempting 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 refirement 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 ftrait
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
finances, 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 shortterm view of the current market
trends. Moving your money to a “protected”
investment in the shortterm 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

PCA Large Cap Growth -10.32%
PCA Large Cap Value*

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

In a volatile financial environment, when
we see the value of our retirement account
fluctuate 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 Christlikeness that
exhibits endurance, patience, courage and
wisdom, we will be better prepared for a
stormy financial period. It does not guarantee
that we will reach our financial 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 Performance:

2ndQtr10 1Yr. 3Yr. 5Yr

Average Annual Return Through 6/30/10

8.41%
N/A

-6.36%

-12.40% N/A N/A

0.26%

S & P 500 Stock Index
PCA Mid Cap Growth
PCA Mid Cap Value
Small Cap
International Stock
PCA Divesified Bond
Conservative Bond
Money Market

-11.57%
-8.84%
-11.40%
-12.66%
-11.09%
3.38%
0.67%
0.12%

13.14%
19.42%
22.65%
14.98%
10.67%
10.97%
1.94%
-0.30%

-10.41%
-4.44%
-10.52%
9.20%
-11.51%
6.43%
3.56%
1.46%

-1.41%
3.03%
0.67%
0.91%
0.17%
4.68%
3.68%
2.51%

it to us generously and without
finding 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
financial planning, especially

PCA TR2055**
PCA TR2050
PCA TR2045
PCA TR2040
PCA TR2035
PCA TR2030
PCA TR2025
PCA TR2020
PCA TR2015
PCA TR2010
PCA TR2005
PCA Harvester

N/A
13.55%
13.56%
14.42%
14.67%
15.69%
15.92%
15.60%
15.58%
15.74%
15.22%
10.25%

N/A

9.75%
9.74%
9.51%
-8.62%
-7.53%
-5.86%
4.12%
3.17%
2.29%
-0.83%
2.36%

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
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“ROLLOVERS” Into the PCA Retirement Plan

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 or call our office for more
information.
Generally, a rollover is a taxfree distribution of cash or other
assefs from one refirement plan to another. The contribution to
the second retirement plan is called a “rollover contribution.”

‘ 7 ou may roll over money from other retirement plans to the

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 fo grow tax-free.

Consequences of net 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,

. A required minimum distribution,

. A hardship distribution,

. A 'loan treated as a distribution,

. Dividends on employer securities, or

. The cost of life insurance coverage.

NO O N W

NOTE: A key phrase above is “retirement account balance.” You may net roll
non-retirement account money into the PCA Refirement 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 fo 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 sill,
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 fo 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 refirement
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

ROLL FROM
Another
LEUCULURSCUIN  403(b) Trad. | 403(b) Roth
Roth IRA NO NO
IRA YES NO
SIMPLE IRA YES, ahter NO
two years
457(b) YES NO
Qualified Plan* YES NO
403(b) YES NO
Designated Roth Yes, if a direct
Account YES trustee to trustee
[401(k) or 403(b)] transfer.

* Qualified Plans include, for example, Profit-Sharing,
401(k), Money Purchase, Defined Benefit plans
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