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Newsletter Highlights
Investment Overview

• Forecasts for a rebound in global growth are highly 
dependent on renewed strength in struggling emerging 
market countries and improved energy fundamentals.

• Risks to positive forecasts include China’s growth slowdown, 
further weakness in oil prices, and the Federal Reserve (Fed) 
becoming less accommodative.

• The U.S. economy still appears reasonably resilient, outside 
of the energy sector.

• Corporate earnings are flattening based on the weakness in 
energy and basic materials company fundamentals.

• We are somewhat cautious near term based on this earnings 
flattening and uncompelling valuations.

• With many countries experiencing negative interest rates, it 
is hard to see a continued rally in global sovereign debt.

• Liquidity is still high globally, although central banks 
appear to be pushing on a string since consumers are not 
re-leveraging and many governments have become quite 
indebted.

• We are not seeing much opportunity in asset classes such as 
natural resources, REITs, and commercial real estate.

• Achieving returns expectations is dependent more than ever 
on selectively taking risk, based on actionable dislocations, 
such as Master Limited Partnerships (MLPs).

Impact Investing Update

• Our impact investing section announces our partnership 
with As You Sow, Proxy Impact, and Aperio Group to provide 
clients with the opportunity to join shareholder initiatives 
that create constructive dialogue and promote change in 
corporate practices.

Financial Planning

• Our financial planning article on Medicare provides an 
overview of the parts of Medicare and the enrollment 
process. Medicare is a very complex topic. You should start 
learning about it well before you need to enroll to ensure that 

Our 25th Anniversary “Year of Learning” concludes 

in May with an internal event for Wetherby 

employees. We are in the process of compiling our 

notes from each of the events that were held from 

March 2015 through February 2016. We will create 

a document to share with you that will include the 

resources and key learnings from each month.

During the first quarter, we hired Jonathan 

Brody, Senior Research Analyst; Jennifer 

Chan, Investment Associate; Matt Kolakowski, 

Investment Associate; and Ronna Perelson, 

Accounting & Compliance Associate. Welcome 

Jonathan, Jennifer, Matt, and Ronna!

Congratulations to Simon Smundak, Senior 

Research Analyst, and his wife Monica who 

welcomed their new daughter, Frida. 

Wetherby insight

first quarter 2016

http://www.asyousow.org/
http://proxyimpact.com/
https://www.aperiogroup.com/
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Table 1.  Market performance, as of March 31, 2016

1Q16  1-Year 
3-Year 

Annualized 

S&P 500  1.35 1.78 11.82

MSCI ACWI ex-US  -0.26 -8.78 0.76

MSCI EAFE  -2.88 -7.87 2.68

MSCI EM  5.75 -11.70 -4.15

DJ-UBS Commodities  0.42 -19.56 -16.87

Barclays Aggregate Bond   3.03 1.96 2.50

Source: MPI Stylus data through March 31, 2016

Global Economy and Markets

Course Corrections: A careful approach to portfolio 
management involves taking a long-term view, engaging in 
healthy challenges to embedded assumptions and achieving 
sensible evolution. How often should one make adjustments 
given a long-term orientation? What is an appropriate time 
frame over which to judge the validity of assumptions? 
If a change needs to be made, how and when should it be 
implemented? These are all questions that an investor in 
diversified, multi-asset portfolios must ask and answer over 
time. We take a long-term approach to investing, and yet we 
do appropriately challenge our assumptions and make course 
corrections when we feel it is warranted. The world does 
change, and sometimes significantly relative to expectations. 
The rise of China’s economy early last decade and the current 
decline in its growth rate; the recent discovery of and ability 
to tap large and previously inaccessible reserves of oil and gas 
in the U.S.; the sudden end of the debt “super-cycle” in 2008 
and the unprecedented global central bank intervention that 
followed; and now the existence of negative interest rates in 
many countries are all significant, game changing events with 
long-term implications that must be factored into an evolving 
portfolio strategy. All of our assumptions and investment 
expectations are examined and tested over time and necessary 
portfolio adjustments are made with the goal of positive 
evolution, intelligent decision making, and superior risk-
adjusted performance.

We begin this quarter’s investment overview by looking back 
over the last 5 years, considering the portfolio decisions and 
the evolutionary steps that we have taken as a result of our 
experience. The period (2010-2015) featured a downward 
move in market interest rates against the backdrop of 
massive liquidity injections by virtually every central bank 
in the world. The inflationary implications of this massive 
intervention seemed clear in light of historical precedent, and 
yet interest rates consistently traded below the combination 
of expected annual gross domestic product (GDP) growth 

you understand your options. We also include an article on 
tax-related identity theft and fraud. Identity theft is a serious 
issue affecting millions of people each year. Unfortunately, it 
is becoming more prevalent especially as it relates to filing 
your taxes.

Investment Overview
First Quarter Market Recap

By Andrew Pratt, CFA, Director of Research; and Nick Ongaro, 
Research Associate

Equities and Commodities: After all was said and done, 
domestic equities as measured by the S&P 500 Index, finished 
up a modest 1.35% for the first quarter of 2016. Although an 
unexciting ending return, investors saw a sell-off of over 10% 
during the quarter fueled by fears of a global slowdown and 
strong equity market correlation to oil prices.  

International developed equities as measured by the MSCI 
EAFE Index finished the first quarter down 2.88%, faring 
worse than U.S. markets. Further escalation in the migrant 
crisis, heightened political concerns of a U.K. exit from the 
European Union and investor concerns over the strength of 
European bank balance sheets, have driven increased volatility 
in the developed international markets. Emerging markets, 
as measured by the MSCI Emerging Market Index, finished 
up 5.75% for the quarter.

Many commodities reversed the multi-quarter negative 
trend and stabilized during the first quarter of 2016. Oil, as 
measured by the WTI (West Texas Intermediate) spot price, 
seemed to finally find a bottom and gained 7.75% for the 
quarter. See Table 1 for a summary of market performance.

Fixed Income: Domestic fixed income as measured by the 
Barclays US Aggregate Bond index, performed well for the 
quarter finishing up 3.03% benefiting from a general flattening 
of the Treasury yield curve. Fixed income markets around 
the world also performed well for the quarter driven by a 
continued fall in sovereign interest rates. Investors looking 
abroad for fixed income opportunities must consider the ultra-
low, and in some cases negative, interest rate environments 
many European countries have adopted when considering their 
fixed income portfolio. See Table 1 for a summary of market 
performance.
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markets, and we shifted our natural resource strategy from 
broad exposure toward niche strategies in the space, such as 
MLPs. 

Figure 2: China’s growth rate percentage continues to decline

Finally, we have shifted our exposure in the most efficiently 
priced markets from actively to passively managed vehicles 
for some time, believing that it is difficult for active managers 
to consistently add value after fees and taxes, especially in 
areas like large-cap equities. Indeed, the period did turn out 
to be a very difficult one for active managers to outperform, 
especially in the U.S. large blend (core) category where we 
primarily utilize index strategies. Morningstar published a 
report showing the very small percentage of active funds that 
outperformed their index benchmark for 1-, 3- and 5-year 
periods ending December 31, 2015. Individual equities and 
markets have become more correlated, dispersion between the 
stock performance of good and bad companies has narrowed, 
and the job of the active manager has become more difficult as 
a result. We are not condemning active management by any 
means, only recognizing the challenges that it faces. We made 
these changes by assessing our experience over the period, by 
looking at the data, and because of a transition we already had 
underway in our portfolio management philosophy toward a 
“core and explore approach.” We will continue to watch the data 
for signs of change in the landscape for active management 
and are, of course, always looking for great managers.

Were there any changes we could have made earlier? When 
we ask this question, we need to consider whether, given 
the circumstances and information available at the time, we 
would have made a different decision. This helps us tune out 
20/20 hindsight and truly glean lessons learned. We have long 
searched for excellent managers in the “liquid alternative” 
area (aka mutual fund hedge funds), since we consider well-
selected hedge fund strategies to be an integral part of our 
overall portfolio strategy. After trying hard over a long period 
of time, our conclusion is that the liquid alternative area is 
problematic, with few impressive choices, which makes an 
effective diversified approach impossible. We have decided 
to take a different tact going forward. The approach involves 
reclassifying existing “absolute return” oriented managers, 
such as FPA Crescent and IVA International, as “conservative 

and inflation (nominal growth), which many view as fair 
equilibrium for Treasury bond yields. Bonds appeared 
overvalued to us during most of the period, and we were not 
alone in this view as many investors fled their fixed income 
positions. We stayed slightly underweight, but still invested 
in fixed income, based on our observation that the macro 
environment was still deflationary despite the inflationary 
implications of central bank activity and that one of the most 
effective hedges against global financial turmoil was still high-
quality fixed income. Figure 1 shows a comparison of 10-year 
Treasury yields and inflation from 2010 through 2015.

Figure 1: 10-Year Treasury yields and inflation (year over 
year % change in CPI) since 2010

Source: Federal Reserve Board

Bond returns were indeed positive over the 5-year period, and 
our positioning helped control portfolio volatility. We will make 
some observations on the current bond market later in this 
letter, but we are happy that we stuck with this investment. We 
carefully examined the actual inflation data and saw nothing 
but deflationary indicators and tepid growth prospects during 
the period. Our observation of what was true versus what was 
implied helped us maintain our positioning.

The same 5-year period featured a persistent negative change 
in the growth trajectory of China’s economy, as well those 
of certain other emerging markets, as shown in Figure 2. 
Our assumption over time has been that emerging markets 
will lead world growth and that their continued development 
would mean more natural resource consumption and related 
commodity price inflation. Our observations during the period, 
however, indicated that the level of growth we were expecting 
was not materializing, that the slowdown in China would likely 
persist, and that the assumed appreciation cycle in natural 
resources was going the wrong way as a result. For both 
emerging markets and natural resources, when the data did 
not objectively support our thesis, we made appropriate course 
corrections. We reduced our portfolio weight in emerging 
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growth,” and having them play the role in portfolios that 
liquid long/short managers have played. Expect to hear more 
about this in the future from your Wetherby Team. The lesson 
learned here is that it is not always possible to replicate 
investments in every category across different portfolio types 
(for instance, those that require only liquid rather than illiquid 
investments).

We already mentioned cutting back our emerging market and 
natural resource exposure during the period as a positive 
decision, but the remaining exposure proved to be a drag on 
performance over the period. Our expectations for emerging 
markets are based on a long-term view of their potential, 
although what has happened over the short term is inconsistent 
with this view and required a course correction. The superior 
economic growth rates continue in many cases, but they 
are decelerating relative to the developed world. China is 
continuing on its glide path toward a lower growth rate, but 
it has built up significant debt and excess capacity, and is 
consuming far fewer natural resources as it moves toward a 
consumer driven economy. These moves will likely create a 
continued drag on the performance of emerging markets in 
aggregate, and on natural resource prices, although there are 
certainly countries and companies that will run counter to 
this trend. There may be some hindsight at work here, as the 
observation of true trend changes does require time, but the 
point is that the validity of any long-term thesis must be tested 
in the interim to see if assumptions are actually being realized. 
In the case of emerging markets, we are presently not seeing 
the positive progress that we had expected.

The Current Market and Economic Environment

Global Macro Summary: Overall global growth is estimated to 
be 3.4% in 2016 after roughly 3.1% growth in 2015. The IMF 
estimates developed economies will grow 2.1% in 2016 and 
2017. U.S economic activity remains resilient. Growth in the 
euro area is improving. Growth in the emerging world is also 
projected to recover somewhat in 2016 and 2017 after falling 
to the lowest levels since the 2008 financial crisis. Figure 
3 shows actual and projected GDP growth rate in emerging 
market countries, developed market countries and the world. 
China is, however, expected to continue its GDP decline. The 
increase in emerging country and world growth is expected 
to come mainly from countries that are currently in distress 
(Brazil, Russia and certain Middle Eastern countries). This 
is an important point to remember as you read on since the 
commonality here is a reliance on oil exports.

Figure 3: Actual and estimated GDP growth rate percentage

Source: IMF

The global economic environment is similar to what we have 
experienced over the last few years - tepid growth, extremely 
accommodative central banks, natural resource prices 
under pressure, and a slowdown in China. The International 
Monetary Fund (IMF) believes that the risks to their forecast 
are currently tilted to the downside, and are particularly 
related to the slowdown in China, lower commodity prices 
(such as oil), and the Fed’s potential exit from extraordinarily 
accommodative monetary policy.

U.S. Economic Spotlight (the “ex-energy economy” is doing just 
fine): Over the last few months - with the brutal sell-off in oil, 
related increases in high-yield bond spreads and declines in 
equities - there has been some concern about the U.S. entering 
recession. We are watching the indicators closely at this point 
and trying to differentiate between the energy economy where 
there is some distress, and the rest of the U.S. economy which 
appears reasonably healthy to us. We have some confidence 
because U.S. employment, consumer and business spending, 
and wage growth are all still stable in the face of weak energy 
and basic materials fundamentals. See Figures 4 through 7. 
The Fed has also telegraphed that interest rate increases will 
be gradual.

Figure 4: U.S. payroll employment

Source: U.S. Bureau of Labor Statistics

Emerging Countries

World

Developed Countries
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The energy economy is also expected to recover over the next 
2 years as prices rebound based on supply cutbacks. This is of 
course hard to confidently predict, but it is important to realize 
that estimates of global economic recovery are related at least 
in part to a rebound in emerging market countries that are 
suffering as a result of the recent oil price decline, and that the 
struggling U.S. energy sector would also benefit from higher 
oil prices. We shouldn’t forget, however, that cheaper energy 
has been a helpful tailwind for consumer spending recently. So, 
it will be important to see the consumer sector remain resilient 
in the event of higher oil prices. 

Are we heading toward recession? As for reliable indicators, 
the yield curve usually “inverts” before a recession, meaning 
yields on longer maturities actually trade below those of 
shorter maturities. At this point the yield curve has not 
inverted. Although this is only one of many indicators we 
watch, we believe the chance of a near-term recession appears 
low as a result. Figure 8 indicates an inverted yield curve in 
the years when the blue line showing the 10-year Treasury 
yield minus the 2- year Treasury yield is negative. It is also 
worth noting how much expectations of the Fed rate increase 
cycle have declined given global economic conditions. See 
Figure 9.

Figure 8: Recession indicator (long-term versus short-term yields)

Source: Federal Reserve Bank of St. Louis

Figure 5: U.S. wage growth

Source: U.S. Bureau of Labor Statistics

Figure 6: U.S. consumer spending

Source: U.S. Bureau of Economic Analysis

Figure 7: U.S. business capital spending

Source: U.S. Bureau of the Census
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Figure 11: Energy and basic materials causing flattening

Figure 12: Earnings recovery is expected in 2017

Figure 13: 2017 earnings recovery based on an energy 
rebound

Figure 9: The market is predicting one to two more 0.25% 
rate hikes in 2016

Source: CME Group

Market Fundamentals

U.S. Equities: The fall in energy and basic materials 
fundamentals is causing a flattening in U.S. (S&P 500) 
earnings after several years of uninterrupted growth. See 
Figures 10 and 11. We believe that this flattening earnings 
trajectory is likely the main reason behind the struggles in 
the markets in early 2016. Consensus earnings estimates 
for this year called for 12% growth 6 months ago, but have 
been reduced to 2% growth. European growth estimates have 
also declined. Equity market earnings expectations hinge 
importantly on oil price recovery, as other sectors are expected 
to continue their positive earnings performance. See Figure 12. 
The projected resumption of earnings growth in 2017 is in no 
small part based on an expected recovery in energy company 
earnings, as shown in Figure 13. As such, it is no wonder then 
that equity markets seem to be increasingly correlated with oil 
right now, as shown in Figure 14.

Figure 10: Equities wavering on flattening earnings   
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Figure 16: Chinese company earnings are declining

Figure 17: The euro area is improving

Source: BCA Research

We are encouraged by what we are seeing in Europe, but 
still cautious about the emerging world given their continued 
reliance on commodity strength for sustained economic health.

Valuations: Equity market valuations across major global 
geographies largely reflect fundamentals, although it is 
surprising that emerging markets are not cheaper based on the 
negative fundamentals in major countries like Brazil, Russia 
and China. Figure 18 compares equity market valuations in 
the U.S., developed markets ex-U.S. and emerging markets.  
We continue to be relatively attracted to the valuation of the 
developed markets outside the U.S. And we would observe that 
the U.S. looks neither particularly expensive nor compellingly 
cheap and, as mentioned earlier, we are somewhat cautious 
based on the flattening of earnings growth.

Figure 14: Oil and equities: stocks increasingly correlated 
with oil prices

Our current view on U.S. equities is cautious rather than 
negative. The flattening in earnings growth appears temporary 
and based on cyclical rather than structural forces. As we 
pointed out in the macro overview, U.S. employment, wages, 
consumer spending and capital spending all look stable and 
the key indicators are not pointing to recession. But it will be 
important to watch company earnings and whether or not oil 
recovers on a sustained basis. And we would be more positively 
inclined toward equities if valuations were more compelling. 

International Equities: The decline in commodity prices is 
also taking a toll on international fundamentals, especially in 
emerging market countries such as Brazil, which is suffering 
its worst recession in 25 years. Brazil exports heavily to China, 
which is slowing as its economy rebalances after years of 
credit-driven excess investment. Russia is also in recession 
after the sharp drop in oil prices. Figures 15 and 16 illustrate 
the decline in GDP and earnings in China. The developed world 
outside of the U.S. (namely Europe) is improving, but still 
growing more slowly than the U.S., as shown in Figure 17.

Figure 15: Chinese GDP is declining 
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Figure 19: European policy interest rates are now negative

Source: Bloomberg, European Central Bank

Figure 20: Market interest rates are negative in both 
Germany and Japan

Source: Bloomberg, European Central Bank

Liquidity: Global central banks are clearly trying desperately 
to encourage borrowing and lending. But it appears that they 
may be “pushing on a string” in many respects. Consumers 
are not re-leveraging in the U.S. Many businesses are cautious 
about borrowing for significant new capital investments and 
banks are keenly focused on maintaining healthy capital ratios 
and are reserved in their lending practices. See Figure 21. It is 
difficult to see whether more time in this ultra-accommodative 
environment or even lower rates will eventually succeed in re-
igniting borrowing, investment, and the related lending. And it 
is hard to foresee all the implications for global sovereign debt, 
and indeed for all capital markets as these policies continue, 
and certainly hard to envision the complications as they 
unwind. Figure 22 illustrates 10-year sovereign bond yields in 
Japan, the U.S., and Germany.

Figure 18: Forward 12-month price-earnings (P/E) ratio 
since 2005

U.S. 

Developed Markets (ex. U.S.) (EAFE)

Emerging Markets

Source: FactSet

Interest Rates: Global fixed income markets are still heavily 
influenced by excess liquidity and savings. The demand for 
safety is driving sovereign debt yields below zero in many 
countries, alongside very low central bank policy rates. 
This represents uncharted territory for the global interest 
rate environment. We understand the need for what could 
be considered a desperation maneuver on the part of global 
central banks to stimulate loan demand and stave off deflation. 
Our concern is that the multi-year run in sovereign debt will 
ultimately run its course. Once rates are negative against the 
backdrop of growth, how much more negative can they get? See 
Figures 19 and 20. As mentioned earlier, one of the positives 
in our decision making over the last few years has been our 
recognition of the deflationary environment and the choice 
to stick with high quality bonds despite clearly overvalued 
conditions when looked at with traditional metrics. At this 
point, we would not change that positioning, since low rates 
may be with us for a while. But we are more attracted to the 
superior, albeit very low yields in U.S. high quality debt than 
to lower-yielding sovereign debt outside the U.S. And we are 
also assessing the riskier side of fixed income, particularly U.S. 
high yield bonds, for opportunities in this area of the market.
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Figure 23: Equity sentiment index (Bull-Bear, Put-Call, and 
the VIX)

Based on advisor, individual investor and trader sentiment. Shown smoothed 

except for latest datapoint. 

Market Summary

Given the waning profit environment, the slowdown in China, 
relatively full equity valuations, and ultra-low yields on fixed 
income, the current outlook for expected returns is certainly 
challenging. One must take risk to earn returns, and yet risk 
is not attractively priced right now, especially considering 
the global backdrop. Some have labeled the current situation 
“return free risk.” As long-term investors, we don’t see a 
compelling reason to significantly reshape portfolios now. But 
we do feel that being on the lookout for actionable dislocations 
in the market will continue to be important as a strategy for 
increasing portfolio returns.

On the positive side, the Fed recognizes that while the U.S. 
economy does look resilient, there are global headwinds 
which warrant very gradual rate increases. Inflation remains 
in check and below the Fed’s comfort zone. We see a healthy 
U.S. economy outside of energy and there is the potential for 
an oil recovery in the next 12 months. We see an improving 
Europe, albeit with less growth than the U.S. but also less 
expensive valuation. The emerging world may improve with a 
cyclical recovery in oil prices, but we see continued challenges 
with China’s slowdown and the major transition it is trying 
to manage in its economy and we aren’t seeing actionably 
inexpensive valuations. 

We will as always continue to challenge our assumptions 
by assessing whether the actual data are in line with our 
expectations. This process caused some healthy course 
corrections in the past and it will likely do so in the future. We 
look forward to continuing to communicate our observations 
to you, and to steering a course towards attractive portfolio 
returns.

Figure 21: U.S. Consumers are not levering up as in past 
cycles

Source: Board of Governors of the Federal Reserve System (US)

Figure 22: Global liquidity is seeking safety in 10-year 
sovereign bond yields rather than increasing debt

Source: FactSet

Sentiment: Sentiment rebounded after it went quite negative 
earlier in 2016. It is currently neutral and, therefore, not 
sending a signal. Sentiment is a contrarian indicator, so when 
investors are feeling a lot of negative sentiment it is typically 
interpreted as a potential positive for markets. See Figure 23.
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Financial Planning
Understanding Medicare

By Holly Galbrecht, CFP®, Investment Advisor

Medicare is the federal health insurance plan for people who 
are age 65 and older, and for people younger than 65 who have 
specific disabilities and diseases. Medicare is a very complex 
topic. You should start learning about it well before you need to 
enroll to ensure that you understand your options. This article 
provides an overview of Medicare for people age 65 and older 
and a list of resources for more information.

What are the essential parts of Medicare and optional 
coverage? 

Medicare has two main coverage choices. We will outline the 
two choices and then explain how you can analyze and select 
the best Medicare options for you. 

1.Original Medicare

Original Medicare includes Part A – Hospital Insurance and 
Part B – Medical Insurance. You can also purchase optional 
Medicare Part D – Prescription Drug Plan from a private 
insurance company approved by Medicare. In addition 
to Medicare Part A, Part B, and Part D, you can purchase 
Medicare Supplement Insurance (Medigap) to help pay for 
expenses not covered by Medicare Part A, Part B and Part D. 
The main parts of Original Medicare, as well as the optional 
plans, are explained below.  

Medicare Part A – Hospital Insurance. Medicare Part A 
helps pay for inpatient hospital care and certain follow-up 
services, inpatient skilled nursing care, and hospice care. If 
you or your spouse paid Medicare taxes while working, you 
will not have to pay a monthly premium for Medicare Part A. 

Medicare Part B – Medical Insurance. Medicare Part B 
helps pay for doctors’ services, outpatient hospital care, and 
other medical services. If you are receiving retirement income 
from Social Security, the premium for Medicare Part B is 
deducted monthly from your Social Security income. For 2016, 
the standard premium for Medicare Part B ranges from a 
minimum of $121.80 to a maximum of $389.80, depending on 
your income.

Medicare Part D – Prescription Drug Plan. Medicare Part 
D helps pay for medications prescribed by a doctor. Medicare 
Part D is optional and is purchased from a private insurance 
company. 

Medicare Supplement Insurance (Medigap) – You must 
have Original Medicare Part A and Part B in order to purchase 
a Medigap policy. This is an optional plan that fills gaps 

Impact Investing Update
Shareholder Engagement Partnerships

By Justina Lai, Director of Impact Investing

We are pleased to partner with As You Sow, Proxy Impact 
and Aperio Group to provide clients with the opportunity to 
join shareholder initiatives that create constructive dialogue 
and promote change in corporate practices. Through these 
shareholder engagement activities, Wetherby clients can 
use shares of stock they already own in their Aperio public 
equity portfolio accounts to either sponsor or join shareholder 
resolutions that address significant environmental, social and 
governance (ESG) issues. Such engagement can help at times 
to spur business improvements that reduce risk and potentially 
strengthen long-term value.

As You Sow is a non-profit organization that promotes 
environmental and social corporate responsibility through 
shareholder advocacy, coalition building, and innovative legal 
strategies. Through As You Sow’s Equity Owners Collaborative, 
Wetherby clients can pursue engagement activities focused on 
energy, environmental health, and waste. 

Proxy Impact provides customized consulting, shareholder 
engagement, and proxy voting services to help mission-based 
investors align their investments with their values. Proxy 
Impact’s Women Inclusion Project enables clients to participate 
in shareholder engagement initiatives aimed at increasing 
gender diversity and promoting equal pay in US corporations. 

Please reach out to your Wetherby team if you are interested in 
learning more or would like to get involved.

Impact Investing Digest
We were excited to release our inaugural quarterly Impact 
Investing Digest in Q1 2016. The Digest includes a diverse 
array of articles and reports to continue to inform our clients 
about ongoing developments in the impact investing field. The 
Digest is available on our website but please let your Wetherby 
team know if you would also like to be added to the email 
distribution list, or if you would like to dig deeper into any 
of this content. We are happy to discuss how these emerging 
themes and trends can translate into the introduction or deeper 
integration of impact investments into your portfolio. We are 
excited to continue supporting clients in their efforts to engage 
in this growing movement! 

https://www.medicare.gov/your-medicare-costs/part-a-costs/part-a-costs.html
http://www.asyousow.org/
http://proxyimpact.com/
https://www.aperiogroup.com/


Wetherby Asset Management     First Quarter 2016 11

A and Part B starting the first day of the month when you turn 
65. You can sign up for Medicare Part A and Part B during the 
seven month period that begins three months before the month 
when you turn 65 and ends three months after the month 
when you turn age 65. For example, if you turn 65 in June you 
can enroll between March 1 and September 30. If you sign up 
for Medicare Part A and Part B after your enrollment period 
has ended, you will have to pay a late enrollment penalty for as 
long as you have Medicare coverage. 

It is a good idea to enroll in Medicare Part A and Part B during 
the three months before the month in which you turn 65 to 
ensure that you will have Medicare coverage starting the first 
day of the month in which you turn 65, or the month before 
you turn 65 if your birthday is the first of the month. In the 
previous example, you would enroll between March 1 and May 
31.

However, if you are covered under a group health plan with 100 
or more participants based on current employment (or your 
spouse’s current employment) you can sign up for Medicare 
Part A and Part B during a Special Enrollment Period. The 
Special Enrollment Period is while you are covered under the 
employer-sponsored group plan or during the eight month 
period that begins the month after the employment ends or 
the coverage ends, whichever happens first. Since there is no 
charge for Medicare Part A, it is a good idea to enroll in Part A 
during the three months before the month in which you will 
turn 65. If you are covered under a group health plan based on 
current employment (or your spouse’s current employment), 
you can wait for your Special Enrollment Period to enroll in 

in Original Medicare coverage for those who do not have 
Medicare Advantage Plan (also called Medicare Part C). A 
Medigap policy is purchased from a private Medicare-approved 
insurance company.

2. Medicare Advantage Plan

Medicare Advantage Plan includes all of the benefits 
and services covered under Medicare Part A and Part B 
(as described under the prior section) in one plan that is 
purchased from a private insurance company. The insurance 
company contracts with Medicare to provide these Part A and 
Part B benefits and services. Note: You must first enroll in 
Medicare Part A and Part B before you can purchase Medicare 
Advantage Plan. You can also purchase optional Medicare 
Part D – Prescription Drug Plan in addition to Medicare 
Advantage Plan, but you do not need a Medigap policy because 
the additional benefits are typically included under Medicare 
Advantage Plan. However, the benefits provided under 
Medicare Advantage Plan may vary according to the insurance 
provider. 

How does Medicare work? 

Table 2 is a decision tree, reflecting the decisions that enrollees 
must make to maximize their individual use of and benefit 
from Medicare:

How does one enroll in Medicare?

If you are already receiving retirement benefits from Social 
Security, you will automatically be enrolled in Medicare Part 

STEP 1: Sign up for Medicare Part A – Hospital Insurance and Part B – Medical Insurance

STEP 2: Decide if you want to stay with Original Medicare or if you want to sign up for Medicare Advantage Plan (also called 
Medicare Part C).

Original Medicare Medicare Advantage Plan

Original Medicare includes Part A – Hospital Insurance and Part 
B – Medical Insurance.

Medicare Advantage Plan includes all of the benefits and services 
covered under Medicare Part A and Part B together in one plan.

STEP 3 STEP 3

Decide if you want optional Medicare Part D – Prescription Drug 
Plan.

Decide if you want optional Medicare Part D – Prescription Drug 
Plan.

STEP 4

Decide if you want optional Medicare Supplement Insurance 
(Medigap).

Table 2. Medicare Decision Tree
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Tax-Related Identity Theft & Fraud
By Jennifer K. Hicks, Wealth Manager

Identity theft is a serious issue affecting millions of people 
each year. Unfortunately, it is becoming more prevalent 
especially as it relates to filing your taxes. In this type of fraud, 
identity thieves file fraudulent tax returns to obtain refunds 
by using your personal information. Individuals typically are 
not aware of this activity until they file their income tax return 
and find that another return has already been processed. 
Recently, there has been a rise in situations where scammers 
pose as IRS employees who call and email individuals to 
attempt to get personal information. Be highly suspicious of 
any direct communication from the IRS. It typically initiates 
contact through written correspondence as opposed to 
telephone calls or emails. We also wanted to share some steps 
to take if you are a victim of tax-related identity theft.

How to avoid or reduce the risk of tax-related identity 
theft:

• Do not share your Social Security Number or personal 
information unless it is absolutely necessary and you are 
sure you know who is asking for it. 

• Avoid emailing your Social Security Number unless it 
is in a secure manner (e.g., within a password-protected 
attachment).

• Protect your personal computers and other personal 
electronics with fire walls and security updates. 

• Ensure all passwords are strong and updated regularly. 
Use multifactor authentication where it is available.

• Closely monitor your credit report to scan for irregular 
activity.

If you find yourself in the unfortunate situation of tax-
related identity theft, take the following actions:

• Notify your CPA and/or Wetherby team to help walk you 
through what specific steps should be taken.

• File a report with law enforcement.

• Report identity theft at www.identitytheft.gov where they 
have instructions on next steps to take.

• Complete IRS Form 14039 entitled Identity Theft Affidavit.

• Report any phone calls or emails you receive claiming to 
be from the IRS to the Treasury Inspector General for Tax 
Administration (TIGTA) by calling 1-800-366-4484.

Medicare Part B (for which you will have to pay a premium). 
You will pay a penalty as long as you have Medicare Part B if 
you enroll in Part B after your Special Enrollment Period ends 
or you enroll after your normal enrollment period ends and you 
are not eligible for a Special Enrollment Period.

Those currently enrolled in Medicare can change their 
coverage annually during Open Enrollment Period which 
begins October 15 and ends December 7.

Where can I find more information or someone to help 
me?

For more information on Medicare go to: 
https://www.medicare.gov/. 

To find the specific information you need, we recommend 
typing your question into your internet search browser and 
clicking on the appropriate link from www.medicare.gov. You 
can also call 1-800-MEDICARE (1-800-633-4227).

You can talk with a health insurance counselor at no cost 
to you from your local State Health Insurance Assistance 
Program (SHIP). You can find the contact information for the 
SHIP for your state at: 
https://www.shiptacenter.org/.

You can download or request a printed copy of the current 
year’s handbook, Medicare & You at :
https://www.medicare.gov/publications.

The Medicare Plan Finder has information on Medicare 
Prescription Drug Plans, Medicare Advantage Plans, and 
Medigap policies. 
https://www.medicare.gov/find-a-plan/questions/home.aspx

For information on your own Medicare account and to track 
Medicare claims go to: 
https://www.mymedicare.gov/.

http://www.identitytheft.gov
https://www.mymedicare.gov/
http://www.medicare.gov
https://www.shiptacenter.org/
https://www.medicare.gov/publications
https://www.medicare.gov/find-a-plan/questions/home.aspx
https://www.mymedicare.gov/
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• Place a fraud alert or freeze on your credit records by 
contacting one of the three major credit bureaus:

• Equifax 

 - 1-800-525-6285 

 - www.equifax.com

• Experian

 - www.experian.com

 - 1-888-397-3742

• TransUnion

 - www.transunion.com

 - 1-800-680-7289

• Contact your financial institutions to alert them and 
incorporate any extra security precautions that they 
recommend.

• Immediately close any accounts that were opened without 
your permission.

Vigilance is key in detecting suspicious and fraudulent 
activity. As always, feel free to contact your Wetherby Team if 
you have any questions or if you are facing identity theft or any 
fraudulent activity.

www.equifax.com
http://www.experian.com
http://www.transunion.com
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No warranty is either expressed or implied that the performance returns could be achieved. Accordingly, you should make no assumption or comparison based on these returns. Information 
contained in this report is from sources believed to be reliable. Wetherby Asset Management does not guarantee the accuracy or completeness of such information and assumes no liability 
for damages resulting from or arising out of the use of such information. Past performance is not indicative of future returns. While Wetherby Asset Management attempts to add value to our 
clients and professional colleagues in non-investment related areas of financial planning, we do not hold ourselves out to be practicing income tax professionals or estate planning attorneys. 
The newsletter is intended for general informational purposes only and should not be considered tax, legal, or estate planning advice. Wetherby Asset Management does not provide tax or legal 
advice and you should consult your tax advisor and/or estate planning attorney before moving forward with any of the strategies detailed in this newsletter. We have copies of our SEC Form ADV 
Part 2A and 2B on hand. Please let us know if you would like a copy.

All information provided in our quarterly Newsletters is for informational purposes only and no warranty is either expressed or implied by their presentation. The information presented or 
discussed is not, and should not be considered, a recommendation or an offer of, or solicitation of an offer by, Wetherby Asset Management (Wetherby) or its affiliates to buy, sell or hold any 
security or other financial product or an endorsement or affirmation of any specific investment strategy. 

Wetherby manages portfolios according to each client’s specific investment needs. Therefore, each client’s portfolio has its unique set of circumstances and, consequently, investment results. 
Wetherby’s outlook may change if new information is provided by the client or if there are material changes in the market or investment recommendations. Past performance is no guarantee of 
future results. Inherent in any investment is the potential for loss. 

Information contained in our Newsletters is from sources believed to be reliable. Wetherby does not guarantee the accuracy or completeness of information disclosed and assumes no liability 
for damages resulting from or arising out of the use of such information. To the extent the Newsletters contain information about specific companies or securities, including whether they are 
profitable or not, such information is provided as a means of illustrating a potential investment thesis and is not reflective of any or all securities held by clients nor the experience of any client, 
which may be materially different from the performance of any investments discussed.  It should not be assumed that any information contained serves as the receipt of, or as a substitute for, 
personalized investment advice from Wetherby Asset Management. 

To the extent that a reader has any questions regarding the applicability of any specific data presented above to her/his individual situation, she or he is encouraged to consult with the 
professional advisor of his or her choosing. A copy of the Wetherby Asset Management’s current Form ADV Part 2 discussing our advisory services, fees, and other relevant information is 
available upon request. 


