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With an ever-increasing merging of
banking and technology, scammers
are getting more sophisticated.

One of the latest banking scams is
“ Pay Yourself ”. If you receive a
call, text, or email from your bank
asking you to wire or send money
via Zelle to reverse fraud on your
account, IT’S A SCAM.

Here are some helpful tips to
ensure your accounts stay safe:

1. Verify Who You’re Talking To
- If something seems
suspicious, hang up the phone,
and call the number on an
account statement or back of
your credit or debit card.

2. Stay Calm and Recognize the
Situation - Fraudsters will try to
make the situation sound urgent
to get a quick reaction. If you’re
told to quickly take action, it
could be a scam. Take a deep
breath, think about what they’re
asking for, and verify who they
say they are.

3. Don’t Be Afraid to Call SWA
to Discuss the Situation - If
something seems suspicious,
we’re here for you! End the call
and reach out to SWA to
discuss the situation.

Until Next Time...

The SWA Team

Economists and investors rely on the Consumer Price Index (CPI) and the
Personal Consumption Expenditures (PCE) Price Index to track the path of
inflation over time. The two indexes use different formulas and data sources —
CPI gets data from consumers and PCE data comes from businesses. PCE is
broader in scope and some expenditure categories are weighted very
differently. In late 2022, the difference between annual inflation as measured
by CPI and PCE was the widest it has been since the 1980s.

Sources: U.S. Bureau of Labor Statistics, 2023; U.S. Bureau of Economic Analysis, 2023 (data
through April 2023)
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Financing Options to Help You Ride the Mortgage Rate Roller Coaster

The mortgage industry has been on a roller coaster
ride over the last couple of years. Interest rates for
fixed-rate mortgage loans were at historical lows
during the beginning of the pandemic in 2020, rising to
a 20-year high in late 2022 — and fluctuating ever
since.1 Many buyers are finding it difficult to afford a
new home with traditional fixed-rate mortgage loans in
such a high interest rate environment. As a result,
more buyers are relying on alternative financing
options to help lower their interest rates.2

Adjustable-Rate Mortgages
With an adjustable-rate mortgage (ARM), also referred
to as a variable-rate mortgage, there is a fixed interest
rate at the beginning of the loan which then adjusts
annually for the remainder of the loan term. ARM rates
are usually tied to the performance of an index. To
determine the ARM rate, the lender will take the index
rate and add it to an agreed-upon percentage rate,
referred to as the margin. Most lenders offer ARMs
with fixed-rate periods of five, seven or 10 years, along
with caps that limit the amount by which rates and
payments can change.

The initial interest rate on an ARM is generally lower
than the rate on a traditional fixed-rate mortgage,
which will result in a lower monthly mortgage payment.
However, depending on interest rates, buyers with
ARMs may find themselves with significantly higher
mortgage payments once the fixed-rate period ends.
Buyers should only consider ARMs if they can tolerate
fluctuations in their mortgage payments or plan on
refinancing or selling the home before the initial
interest rate period ends.

30-Year Fixed Mortgage Interest Rates,
January 2020 to March 2023

Source: Freddie Mac, 2023 (data through March)

Temporary Buydowns
A temporary buydown provides the buyer with a lower
interest rate on a fixed-rate mortgage during the
beginning of the loan period (e.g., the first one or two
years) in exchange for an upfront fee or higher interest

rate once the buydown feature expires. Buydowns
typically offer large interest rate discounts (e.g., up to
one to three percentage points, depending on the type
of buydown). The costs associated with the buydown
feature can be paid for by the home buyer, seller,
builder, or mortgage lender.

While a buydown can make a home purchase more
affordable at the beginning of the loan period, the
long-term interest rates and mortgage payments on
the loan can end up being substantially higher. This is
why a borrower usually must initially qualify for the
loan based on the full interest rate in effect after the
buydown expires.

Assumable Mortgages
Assumable mortgages may be another way for buyers
to circumvent high mortgage rates. An assumable
mortgage is when a buyer takes over a seller's existing
loan and loan terms and pays cash or takes out a
second mortgage to cover the remainder of the
purchase price.

This type of loan could be advantageous if the existing
loan has a low enough interest rate, and the buyer has
enough access to cash or financing to cover the
difference between the sale price and outstanding
balance of the assumed loan. Not all mortgage loans
are assumable — generally they are limited to certain
types of government-backed loans (e.g., FHA, VA
loans).

Other Incentives
One type of incentive offered by lenders is for a buyer
to pay an upfront fee at closing, also known as points.
By paying points at closing, buyers can reduce their
interest rates — usually by around .25 percent per point
— and lower their monthly mortgage loan payments. To
make paying points cost effective, buyers should plan
on staying in the home for several years so that they
can recoup the costs. Sometimes a home builder or
seller will offer to pay for points on a mortgage in order
to attract more potential buyers.

Another incentive, often referred to as a "future refi," is
one that allows borrowers to purchase a home at
current interest rates, with the ability to refinance their
loans at a later date. The refinancing can be free or
the costs can be rolled into the new loan, depending
on the lender and loan type. Keep in mind that there is
typically a set time period for refinancing with these
types of loans.
1-2) Consumer Financial Protection Bureau, 2022
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REITs, Rates, and Income
Real estate investment trusts (REITs) can offer a
consistent income stream that is typically higher than
Treasury yields and other stock dividends (see chart).

A qualified REIT must pay at least 90% of its taxable
income each year as shareholder dividends, and
unlike many companies, REITs generally do not retain
earnings, which is why they provide higher dividend
yields than most other stock investments. You can buy
shares in individual REITs, just as you might buy
shares in any publicly traded company, or you can
invest through mutual funds and exchange-traded
funds (ETFs).

Share Price Volatility
While REITs may offer solid dividends, share prices
tend to be volatile and are especially sensitive to rising
interest rates. The most common type of REIT is an
equity REIT, which uses capital from a large number of
investors to buy and manage residential, commercial,
and industrial income properties. These REITs derive
most of their income from rents and may be directly
affected by rising rates, because companies often
depend on debt to acquire rent-producing properties —
and higher rates can push real estate values
downward. Also, as interest rates rise, REIT dividends
may appear less appealing to investors relative to the
stability of bonds offering similar yields.

Considering these factors, it's not surprising that equity
REIT shares struggled in 2022 — declining 25% in total
returns — as the Federal Reserve raised rates to
combat inflation. However, REITs soared in 2021,
returning 41%, and may be poised for better
performance in 2023 and beyond, as interest rates
settle. In Q1 2023, REIT fundamentals such as funds
from operation and net operating income were solid,
and occupancy rates for industrial and retail properties
surpassed pre-pandemic levels. (Apartment
occupancy was down slightly, and office occupancy
was still about 5% lower than before the pandemic.)1

Diversification and Asset Allocation
Along with providing income, REITs can be a helpful
tool to increase diversification and broaden asset
allocation, because REIT shares do not always follow
the movements of stocks or bonds. Over the 10-year
period ending in 2022, equity REITs had a correlation
of 72% with the S&P 500 and 50% with the corporate
and government bond market. The correlation was
even lower over 30 years.2 As this suggests, REITs
are in some respects a unique asset class.
Diversification and asset allocation are methods used
to help manage investment risk; they do not guarantee
a profit or protect against investment loss.

Consistent Yields
Over the last decade, equity REITs maintained dividend
yields that were higher than yields on the 10-year Treasury
note and dividend yields on stocks in the S&P 500.

Sources: National Association of Real Estate Investment Trusts, 2023
(Equity REITs); Federal Reserve, 2023 (10-year Treasury note); S&P Dow
Jones Indices (S&P 500). The S&P 500 Index is an unmanaged group of
securities considered representative of the U.S. stock market in general.
The performance of an unmanaged index is not indicative of the
performance of any specific security. Individuals cannot invest directly in an
index. Past performance is not a guarantee of future results. Actual results
will vary. U.S. Treasury securities are guaranteed by the federal
government as to the timely payment of principal and interest. The principal
value of Treasury securities fluctuates with market conditions. If not held to
maturity, they could be worth more or less than the original amount paid.

Real Estate Risks
There are inherent risks associated with real estate
investments and the real estate industry that could
adversely affect the financial performance and value of
a real estate investment. Some of these risks include a
deterioration in national, regional, and local
economies; tenant defaults; local real estate
conditions, such as an oversupply of, or a reduction in
demand for, rental space; property mismanagement;
changes in operating costs and expenses, including
increasing insurance costs, energy prices, real estate
taxes, and the costs of compliance with laws,
regulations, and government policies.

The return and principal value of all investments
fluctuate with changes in market conditions. Shares,
when sold, may be worth more or less than their
original cost. Investments seeking to achieve higher
yields also involve a higher degree of risk.

Mutual funds and ETFs are sold by prospectus. Please
consider the investment objectives, risks, charges, and
expenses carefully before investing. The prospectus,
which contains this and other information about the
investment company, can be obtained from your
financial professional. Be sure to read the prospectus
carefully before deciding whether to invest.
1–2) National Association of Real Estate Investment Trusts, 2023
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Should You Organize Your Business as an LLC?

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2023

IMPORTANT DISCLOSURES

The information presented here is not specific to any individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the
purpose of avoiding penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax professional based
on his or her individual circumstances.

These materials are provided for general information and educational purposes based upon publicly available information from sources
believed to be reliable—we cannot assure the accuracy or completeness of these materials. The information in these materials may change
at any time and without notice.

There's a certain amount of risk that comes with
owning a business. Accidents can happen no matter
how well a company is run, and a lawsuit could be
devastating if the business is found to be at fault.

A limited liability company (LLC) is a business
structure that offers many of the same legal
protections as a corporation. Establishing an LLC
creates a separate legal entity to help shield a
business owner's personal assets from lawsuits
brought against the firm by customers or employees.

In theory, the financial exposure of the owners
(members) would be limited to their stake in the
company, but exceptions may include any business
debt they personally guarantee or misdeeds (such as
fraud) they carry out. But just like a corporation, an
LLC can lose its limited liability if the owner does not
follow formalities that continue to exhibit the separate
existence of the business — which is known as "piercing
the veil."

Beyond liability protection, there are some additional
benefits associated with LLCs.

Tax efficiency. An LLC is a pass-through entity for tax
purposes, so a firm may pass any profits and losses to
the owners, who report them on their personal tax
returns. Members can elect whether the LLC should
be taxed as a sole proprietorship, a partnership, an S
corporation, or a C corporation, provided that it
qualifies for the particular tax treatment. For example,

about 71.5% of business partnerships are LLCs, as
are 8.8% of sole proprietorships.1

Credibility. Starting an LLC may help a new business
appear more professional than it would if it were
operated as a sole proprietorship or partnership.

Simplicity. In most states, an LLC is easier to form
than a corporation, and there may be fewer rules and
compliance requirements associated with operating an
LLC. The management structure is less formal, so a
board of directors and annual meetings are not usually
required.

Flexibility. Being registered as an LLC may facilitate
growth because it's possible to add an unlimited
number of owners and/or investors to the business,
and ownership stakes may be transferred easily from
one member to another. LLCs may also be owned by
another business.

The specific rules for forming an LLC vary by state, as
do some of the tax rules and benefits. A written
operating agreement that outlines the division of
ownership, labor, and profits is a common
requirement. It generally costs more to form and
maintain an LLC than it does to operate as a sole
proprietor or general partnership, but for many
businesses the benefits may outweigh the costs.
1) Internal Revenue Service, 2022 (most recent data from 2019)
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