Currents

Key statistics

After unemployment spiked to 14.7 percent in April, many
economists made dire predictions that unemployment could
hit 20 percent or more in the ensuing months. However,
since then, unemployment has dropped for two consecutive
months: to 13.3 percent in May and to 11.1 percent in June.
The Bureau of Labor Statistics (BLS) reported unemployment
rates were lower in June in 42 states, higher in five states and
stable in three states and the District of Columbia relative to
May. Nonetheless, all but one state saw jobless increases
from one year earlier.

State Unemployment Rates, June 2020,
Seasonally Adjusted
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Source: Bureau of Labor Statistics. “State Employment and Unemployment Summary.”
(July 17, 2020).

Third Quarter 2020

In the multiemployer space, employment varies by industry
as well as geography. Furthermore, unemployment remains
difficult to predict. Given this variation and uncertainty, it is
important to remember that each multiemployer pension
plan is impacted differently by the pandemic and resulting
economic hardship. The uncertainty is sure to continue
for the remainder of the year and beyond. That is why it is
imperative to maintain a prudent, long-term approach to
pension plan funding.

For a more detailed discussion of state unemployment
statistics, see the full document on the BLS website.

Investment trends

As worries spread about damage to the global economy from
COVID-19, stocks fell sharply worldwide. The U.S. saw
severe job losses, as noted in the adjacent column, and
economic contraction amid the outbreak. Central banks
worldwide took actions to spur lending and growth as
countries went into lockdown. The Federal Reserve (the Fed)
launched a stimulus plan that included quantitative easing
(bond buying), and the federal government passed a

$2 trillion stimulus package.

Stocks plunged globally, and extremely high volatility rocked
markets, particularly toward the end of the first quarter, when
economic fallout of the outbreak became clearer. Developed
market equities fell, with Italy and Spain becoming virus
hotspots. U.S. Treasuries rose with the Fed's stimulus plan
and as investors sought out safe haven assets. Corporate
bonds lagged government debt. Commodities slid with a
sudden slowdown in global demand and with global oil
producers unable to agree on production cuts.

For a more detailed discussion, see Segal Marco Advisors'
updated 2020 /nvestment Outlook.

Segal % Segal Marco Advisors


https://www.bls.gov/news.release/laus.nr0.htm
https://www.segalmarco.com/media/1722/sma-q1-2020-investment-outlook-update.pdf
https://www.segalmarco.com/media/1722/sma-q1-2020-investment-outlook-update.pdf
https://apnews.com/9358e14389c7d8e11c3a6a4beb366411
https://apnews.com/9358e14389c7d8e11c3a6a4beb366411
https://www.bls.gov/charts/state-employment-and-unemployment/state-unemployment-rates-map.htm

Compliance news

On April 28, 2020, the Department of Labor issued guidance
in response to the COVID-19 public health emergency,
which included deadline extensions for notices, disclosures
and other documents required by ERISA. Additionally,

this guidance addressed changes to DC plan loans and
distributions made by the CARES Act as well as clarified
fiduciary responsibilities.

Learn more about this guidance in our May 1, 2020 web post.

Selected strategies for
managing multiemployer
retirement plans

Unemployment has risen drastically in recent months, but
the impact differs dramatically by industry. While the
healthcare and food industries are very busy, the construction,
entertainment and travel industries have seen precipitous
declines in employment. However, a short-term reduction in
hours, even if severe, will not have a material impact on most
healthy pension funds.

The financial markets’ distressing response to COVID-19
sent the S&P 500 into its worst decline since 2008 and
the Dow Jones Industrial Average into its worst decline
since 1987. In context, however, 2019 was a great year
for investments. Also, experience has shown that severe
downturns are often followed by strong recoveries. Since
funding a DB plan is a long-term investment, most funds
will ultimately recover from the market crash as they did
from the 2001-2002 dot-com bubble and the 2008 global
financial crisis.
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The long-term impact of COVID-19 depends on a number of
factors, including the course of the epidemic, the effect on
the overall economy, the level of unemployment by industry,
investment returns, funded status and the possibility of
federal funding relief.

While current conditions are evolving, it is important not to
overreact. It is difficult to make long-term projections when
the situation is changing so frequently. There is no single
course of action appropriate for all multiemployer pension
plans. Trustees are in the best position to assess the
short- and long-term implications for their industries and
can work with their advisors to assess the potential impact
on their plans.

Learn more about these strategies in our April 6, 2020
web post.

The “Investment Trends” section of Currents is intended for general education only and not

as investment advice by Segal Marco Advisors, an SEC-registered investment advisor. Any
information provided by third parties has been obtained from sources believed to be reliable,
but accuracy and completeness cannot be guaranteed. Non-factual statements constitute only
current opinions that are subject to change without notice. Contact Segal Marco Advisors for
advice regarding the evaluation of any content in this report. Segal Marco Advisors posts new
content regularly to its R? Blog: https://www.segalmarco.com/research/r2-blog/.
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https://www.segalco.com/consulting-insights/dol-filing-deadlines-fiduciary-relief-for-retirement-plans
https://www.segalco.com/consulting-insights/multiemployer-pensions-coronavirus
https://www.segalco.com/consulting-insights/multiemployer-pensions-coronavirus
https://www.segalmarco.com/contact-us/
https://www.segalmarco.com/research/r2-blog/
https://www.segalco.com/contact
https://www.segalco.com/consulting-insights
https://www.segalco.com/consulting-insights
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