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WELCOME...

...To the summer edition of
my newsletter.

Much has happened since
my last issue...so therefore
there is much to write
about:

My opening article is just
my take on the summer
doldrums and how we can
let the hot days of summer
bring us down or let us see
the positive side of things.

My main article is about
lessons learned. What have
investors learned during
this recession that they can
pocket and feel smarter?

There are articles about
financial reform coming out
of Washington and a review
of the last quarter’s
investment results.

Finally, there is advice on
how to get information
about the Federal Deposit
Insurance Corp. (FDIC).

As always, thanks for
reading my newsletter.

Bill qreenfield

This newsletter was written during the
week of Julv 13t. 2009.

Summer Time And The Living IS Easy...

So the song goes, but during this summer of 2009, the living is anything but
easy.

e Unemployment is hovering around 10%.

e Our government — overseeing what is supposed to be a capitalist
economy — has lent billions of dollars to private companies and has
taken ownership positions in some.

e Energy policy and health care reform costs have yet to be
calculated...which might cost the federal government even more
money.

e States are scrounging for every nickel to meet budgets.

e It's not unheard of to hear of companies who are asking...no, make
that requiring...employees to take pay cuts or mandatory non-paid
vacations to keep costs down.

e The stock market, while having made a mild comeback, seems
stubbornly non-committal.

And yet, | won’t call it optimism, but there isn’t the feeling of doom that
seemed to be in the air just a few months ago. Of course, if we were living
in Detroit, the attitude may be different.

But in my travels and talking with business-owners and individuals the
feelingseemstobe” Thi s wi Il |l pass and ¢t hi
t 0 wai tMaybdit's jostiwtishfdl thinking. Or maybe there is just a
hint that things are getting better.

It seems that while not everyone may agree with President Obama’s
recovery program, at least he is doing something. And the notion seems to
be that something is better than nothing.

There is nothing scientific about my feelings. It is just an interpretation of
my observances. After all, it’s summer time and the living is easy.
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What The Investor Should Have Learned From The Recent Recession...Two Lessons

When | was young and something bad happened (like when my new baseball that | didn’t catch
rolled down the street into the sewer), my parents tried to make a lesson out of the
“catastrophe” (perhaps | should have played catch away from the street). | think it’s a good
idea to see if there is a lesson to be learned from living the last year in financial purgatory.

First a lesson from the perspective of the investor...and Bernie Madoff

Aside from perhaps Ruth Madoff, | don’t think anyone feels the 150-year prison sentence Mr.

Madoff received is too harsh. [For those of you who may have been hiking through the Yukon this
past year, Mr. Madoff bilked his clients aft$50 billion (or more) in the largest Ponzi scheme to date.
For his supreme efforts covering 25 years of deceit he has received the absolute wrath of his investors
(some of whom have lost their life savings), the disgust of the rest of us, and asstivaioe will spend

the rest of his life in prison.]

But just because this parasite is out of the picture, do not believe for a New York seconidhat
the hopes and dreams that Madoff exploited so easily are gone as well.

As Investment News 7/01/2009 (a weekly publication written for Financial Advisors) stated: “That
hope — shared by the sophisticated and the not-so-sophisticated is that somewhere in the
financial world there exists an investment genius or an investment approach that will deliver
reliable, better-than-average returns, no matter what (my emphasis). Believing in the
impossible or the improbable is human nature.”

Everyday in my practice | am confronted by investors who seek that Holy Grail. And every day |
try to temper their misplaced enthusiasm.

Continuing from Investment News‘So even if consistent, better-than-average returns are
unlikely or even impossible, maybe — just maybe — there is someone out there who can do it.
And since we all seek certainty and absolutes in a world of randomness and chance, how can
we not follow someone who promises such returns with boldness and certainty?”

Of course, outside the world of investing this tendency has had both wonderful and horrific
results. Just look at fanatical religious and/or political figures. But | digress.

Continuing the article, “For money managers who deliver on their promises for at least the
short run, the rewards are great.” (think high-tech stocks, junk bonds, collaterized mortgage
investments). “All of these investment ideas had proponents who made clear, logical and
emotionally moving cases for their investment choice and delivered handsome returns — for a
while. Then circumstances changed and the investment climate shifted and the sure-thing fell
apart...

“...Human nature, it seems, is slow to change. Until we learn more about the financial markets,
and if we continue to hope that there’s someone out there who can turn ordinary returns into
something that glitters, we’ll be suckers for the Next Great Investment.”



And therein lies the lesson for the investor. There is no magic investment. There is no
investment that will always provide positive returns...even products considered saving vehicles
and not investments, when inflation and taxes are factored in, cannot assure a positive
return...always.

It seemed that Mr. Madoff’s reputation and past results assured his prospective investors of
superior returns compared to the rest of the market...and they came running to have him invest
their money. Of course, we now see the foolishness of blindly believing on reputation alone.

To my investors, all | can say to you is that by using Nobel Prize winning research to construct
globally diversified, long-term, risk-oriented portfolios our goal is to equal the returns of the

market. Surprisingly this is much harder to achieve than one would think. Even so, we often
beat the market...but not always. We sometimes do worse...but not always.

If this isn’t good enough for you, then there are always financial gurus out there who will
promise much more...but be careful...they could be the next Bernie Madoff.

Lesson II: Diversification Of Investment Products

So many investors concentrate on the idea of how to obtain the highest return that they lose
sight of how to do so while mitigating risk. One way is to not only diversify within a portfolio of
stocks, bonds, and mutual funds but to diversify among a portfolio of investment products, as
well.

For instance, how many of you reading this article have, within your overall investment
portfolio, fixed or variable annuities? | know, some of you are probably saying: “Annuities...I've
heard bad things about annuities,” or “Aren’t they illiquid?,” or “I've heard that annuities are
expensive,” or “l understand that annuities have penalties.”

What you aren’t hearing...but should...is that many annuities come with built in guaranteed
returns if held for a required time period or guarantees of receiving lifetime income. Having
experienced a year of extreme volatility, investors with these types of annuities could have
cushioned any negative returns that they may have experienced.

While insurance companies who issue these annuities are constantly reviewing the guarantees
designed into the product...and you should always have a discussion about the appropriateness
of such investments...it may not be a bad idea to add an annuity to your mix of securities.

Here are the lessons that | believe should be taken from our recent experience with the
financial markets. Let’s temper our desire to believe that all that glitters is gold. Being glib and
belonging to the right country clubs does not assure superior investment results. And it is
important to understand how a portfolio of different investment products can help smooth a
portfolio’s volatility.

No longer will | allow my clients to have a catch by the road with a sewer at the bottom of the
hill.



Financial Regulatory Reform

Another area that Washington will soon haggle with is changing the way that financial
companies...be they banks, insurance companies, mutual funds, etc...will be regulated and how
consumers will be protected from predatory practices and, maybe, even protected from
themselves.

Will it be a complete overhaul of the system or just some tweaks here and there? It is too early
in the process to know. But | wonder if consumers will really see much of a difference in the
way they receive financial advice or buy financial products compared to how the financial
professional will see his or her practice change. Let me explain.

Right now the regulatory system is clearly a hodgepodge of agencies. For instance,
e Registered representatives are regulated by FINRA (Financial Industry Regulatory
Authority).
e Registered Investment Advisors (RIA) are regulated by the SEC (Securities Exchange
Commission) or a state financial regulatory agency depending upon the size of the RIA.
e A Registered Rep’s activities are overseen by a Broker/Dealer who itself is regulated by
the SEC and FINRA.
Insurance products are regulated by state insurance agencies.
Mutual funds are regulated by the SEC.
CD’s are regulated by the Office of Thrift Supervision (OTS).
401(k) plans are overseen by the Department of Labor.
Hedge funds are controlled by...well, by nobody...yet!

How much this will change has yet to be determined. That something must be done, from
where [ sit, is apparent. How much power the in-place bureaucracies are willing to give up and
how much influence the industry will have on the process will determine the final plan.

Again, just a feeling, but | am not overly optimistic about a truly consumer protected, simplified

regulatory program that will prevent future meltdowns like we have recently experienced. Too
many powerbrokers — within government and without — have too much to lose.

Where Are We Today? Answered By Matrix Asset Allocation.

Matrix Asset Allocation is the money management program that | utilize for my fee-based
investors. Here is their response taken from their most recent quarterly report:

Overall, the second quarter brought a global sigh aéfelStocks rose around the world in the
second quarter with the biggest gains coming from emerging markets. Furthermore, it was the
best quarterly performance for the Dow since

Even if this current rally ultimately fizzlest, it offers a preview of what the real thing might

look like—a powerful upsurge against a backdrop of very discouraging news that leaves many
analysts scratching their heads and markieters watching in frustration as they seek to

identify the righttime to go back in the water.



Having a longerm focus requires keeping the emotions of fear and greed in check. For most of
the past 12 months, fear dominated greed, causing some investors to flee to cash. However,
during the last quarter, the pressunet to lose has been replaced by the pressure to not miss
out, and that fear leads to speculation, not investing.

When investors experience rising markets much like they did prior to last year (and the last
couple of months), they have a tendency tadmme focused on shetérm periods. Along with
shortterm focuses they also become myopic and focus on returns and forget about the risks
involved. Modern Portfolio Theory teaches us that investors are faced with adffdoletween
risk and returns. Nesrtheless, taking on risks like markehing and other forms of speculating
and gambling do not always have a payoff.

For more information about the investment markets give me a call. As a Financial Coach, | want
to educate you on what investing is all about.

Where To Get Information About The Federal Deposit Insurance Gorporation (FDIC)

| came across a pamphlet that | thought would be very informative for my readers.

With so many people keeping so much money in banks - on the sidelines, sort of speak - there
should be more interest and more knowledge of how that money is insured by the FDIC.

Now I’'m not here to debate whether that money should be on the sidelines, but it is there
nonetheless...and according to government reports, it’s there in the trillion’s of dollars...so it’s
in your interest to know how the FDIC works and its limitations.

The pamphlet is titled “Your Insured Deposits: FDIC's Guide to Deposit Insurance Coverage.” It
can be downloaded or ordered by going to www2.fdic.gov/depositinsuranceregister/index.asp
or by calling 1-877-ASK-FDIC (1-877-275-3342).

A Final Thought

During these difficult times it can be very hard and scary to make sense of your financial

affairs. | want my clients and my readers to know that | am here to asst and to guide

them in the best way | know how. And remember, it is always better for me to receive a

0This is what | have in mindé phone call rath
Letds talk.
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