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Important News Finally 2009 Has Arrived
Concerning IRA Required

Minimum Distributions |

dondot think I have ever seen a year
(RMDs) going to be all peaches and creamébut
better.

Recent legislation suspended
required minimum To keep my clients informed I will continue to publish my newsletter and, as I did
distributions (RMDs) from in the last quarter of 2008, fill the in-between-issues time with webinars 8 on-line
IRA and employer seminars O that will keep you apprized of recent events, investing information, and
sponored retirement plan as a discussion forum.
accounts for the 2009 tax
year. Regular require- I hosted a number of webinars last year and, if I had to grade myself, some were
ments will resume in very goodéothers could have been bette
2010. very good. That will be one of my goals this year.

To segue from 2008 to 2009 my first newsletter of the year sums up the
events of |l ast year and how to appr
of the market. Are you prepared?

This suspension will allow
you to keep the money
you would have
withdrawn for 2009 in
your retirement account
without penalty and
growing tax deferred.

As always, thanks for reading my newsletter. ~ William M. Greenfield

N e e We Have Just Experienced The Financial Version

your plan custodian of Of The Perfect Stor m...
your intentions either _
through correspondence ..So..l s Now A Good Time To

from your advisor or by a
custodian’s particular
form. Make sure to
discuss this with your

In my last newsletter, which was published in early
September of 2008, I lamented about my frustration over
the shenanigans that I believed the large Wall Street stock

advisor.
brokerages were getting away with while not ever
Investors who turned seemingly having to pay the price. As it turns out, I was
70%2 in 2008 have until perhaps just a week or so too early in my venting for
April 1, 2009 to take their these firms, among others, were about to pay a big price
distribution. for being so foot |l oose and free

happened since my last newsletter:
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Lehman Brothers, a stalwart New York financial institution, is out of business.

Merrill Lynch, the iconic symbol of investing prowess across America, sold itself
to Bank of America so that it could remain in business.

Wall Street investment firms, which at one time prided themselves on their
independence and financial strength, are now gone, purchased by a bank, or
have formed strong ties to foreign financial institutions. There is not one
independent, Wall Street brokerage house remaining.

Washington Mutual Bank and IndyMac Bank, among the largest savings banks
in the country with large mortgage holdings, are bankrupt.

General Motors, Ford and Chrysler have thrown in the towel and have admitted
they candt compete with other car compani e
unions, benefits and lower quality products.

Home foreclosures have skyrocketed due to consumers who succumbed to the
lure of low adjustable-rate mortgages without ever having to prove they could
pay the loans back. It is turning out they cannot.

With businesses closing or downsizing, hundreds of thousands of jobs have been
lost.

The government, in its answer to this financial crisis, has agreed to allocate $700
billion to qualified banks for the purpose of loosening up their lending practices

and to get the flow of money moving again. (Note: Unfortunately, there was very little

oversight included in this referendum and, as such, very little of this money has been put to such

use and, in fact, has been used to shore up dividend payments to shareholders and used by one

bank to purchase anotheréclearly not the purpose of

The government has also allocated billions of dollars for the automobile industry
to try to right itself. Clearly, Washington believes it is vitally important to have

an independent automobile industry along with its manufacturing capabilities.

(Note: Once again, this money is being handed over with few, if any stipulations. It would have

been nice i f Washington said, 0 OK, here i at the mone
that you must bring your fleet miles-per-gallon rating down to an agreed figure [much lower

than it is presently] and that you must have a viable electric car in showrooms within three

years. o0 I't would have been nicendto. have those stiop

Some i1 diot (106l call him Benard Madoff) t
and got caught running a $50 billion Ponzi scheme that, when all is said and
done, may cause the failure of a number of non-profit charitable organizations

and possibly the bankruptcy of some fairly wealthy individuals. (Note: Hubris on
both sides of the equation probably played a part in this story. Mr Madoff obviously had the

ability to convince -pewplecd nWéalenhy apeomlnggdt o part
in return for hipsppingpnvestmeantsretudns. lhese ényestors, who were in a
position to know better, simply |l ooked at Mr. Madof

was one of them and could be trusted. If I tried to approach these people to convince them to do
business with me, Wealth Bridge Advisory, I would not have been able to get past the



receptionistéor be accepted in their country clubs.
e Retailers had the worst Christmas season in decades.
e A new president, promising change, was overwhelmingly elected.

e The new president recently made an announc
crisis would be his #1 concern when he entered office and generally outlined
what he wants to accomplishéwhi éreebebosdmi t t i n
they get better

e The stock market in 2008 lost about a third of its value.

¢ Oh, and | etds not forgetéthe Phil adel phi a
Possibly the most surprising and unpredictable event of the last few months.

All of this adds up to a perfect storm made up of a credit crisis, financial crisis,
housing crisis and economic crisis all coming together at the same time and creating the
ability for the financial markets to experience a drop that caught just about all of the
experts unaware in its ferocity and enormity.

So, is it a good time to panic? Is it time to switch to cash? My answer is that it is
never a good time to panic. From an article in the New York Times[ 6 Swi t ching To Cas

May Feel Safe, But Rjisks Remainé6, 10/09/ 08

By fleeing for the comfort of cash, investors with a time horizon beyond

a few years may be doing real damage to theirlong-t er m f i nances. I f youol
tempted to make a big move to cash right now
call ed mar keenn itmpidiinggd stlatdbesment that youdve |
the right moment to get out of stocks & and will also know the right time

to get back in.

So |l etds dispense with the first part straig

out of stocks was a year or so ago, before various stock indexes the world
over fell by one-third or more.

|l f you missed that opportunity, youdre hardl
But if you sell now, youdll be |l ocking in yo
cash, there isndt mush vasedelow)] nybdbadte Wik

to lose money in cash, because inflation will probably eat up the after-tax
returns you earn from a savings or money-market account.

It is, however, a good time to see where we are and to understand what it all means.

Legd 6start with putting todayds mar ket into
markets. On the next page is a chart compiled by Yale University.
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The researchers went back to 1825 and built a chart showing how many times the
market was down a certain percentage or up a certain percentage.

The first thing that jumps out at you is that the information forms the classic
statistical bell curve: the most common returns (0 8 10%) are in the middle and the least
common returns (-50 - -40% and 50% - 60%) are on either end.

I can tell you that 70% of the years are positive which, in just pure statistical
averaging, means that out of every ten years there will be 8 on average d three down
years.

The year 2008 (which is highlighted) is placed on the far left side of the chart and
graphically shows what a rare statistical event the past year really was.

The chart also clearly displays the fact that these yearly returns are very random
and cannot be accurately and consistently pre
trying to time the market.

For example, the Great Depression started in 1929 and ran its course to the brink
of Worl d War 11 i n-yéaOpdribéd Bt take t look at thevyedrsvi 433,
1935, 1936 and 1938. Four years right smack in the middle of the Great Depression.
Those years represented, up until that time, four of the best thirteen years ever
experienced by the market. And yet, if an investor were out of the market during those
four years, they would have missed a considerable improvement in their overall
portfolio.

And therein lies the Achilles heel of market timing: Not only knowing when to
get out, but also knowing when to get back in.

I attended a meeting given by a financial marketing firm in December. On the
insurance side of the marketing equation, they had some very interesting concepts that I
may very well introduce to some of you in the near future. But then they introduced
their marketing concepts on the investment si

A money manager was introduced to the attendees. He had made a truly
remarkable guess/prediction/analysis (you choose the word that you believe is accurate)
eighteen months prior that the market was due for a massive change and he decided to
move the portfolio, at that time, into fix investments (e.g. bonds) and cash equivalents.

On hindsight this was a very astute move. His annual return was about 3%. In
comparison to the market he was, in my words, half right. 1say half right because, while
he certainly made a perceptive timing call as to when to get out of the market, will he be
as oOsmarto when it is time to get back into t
is everything and can be expensive when internal costs are considered.

For investors who buy and hold an extremely well diversified portfolio that is
rebalanced every quarter, not only are they buying stocks that are low priced, but also



those particular shares will profit from the upswings that the market will eventually
experience. Timing is never a variable or a concern to be right each and every time a
movement in or out of the market is called for.

|l s this the bottom? Il s this the time to g
knowéand neither does anybody el se.and Why ? Be
unpredictable. There is not one bit of academic research that has proven that the
market can be timed in a predictable and continuous fashion.

Now that doesnd6t mean that there areno6t mo
search for this holy grail of invest i n g . This particular money ma
seems to believe he has the formul a.dfor Unfortu
this particular time period 6 until he pulls the trigger to come back into the market and
then compare his results with a buy and hold philosophy one or two years later. All 1
can say is that there is empirical data and academic, Nobel Prize winning research that
says that the buy and hold investment philosophy does work consistently and
predictably over time. Nobody predicts that the strategy will always be comfortable
and stress-free, but the strategy & properly utilized and diversified d has proven itself.

While | said yes to some of their insuranc
to using their investment model.

Over this whole period of economic and financial upheaval I have read many
articles, listened to oumpteendé interviews of
conference calls with mutual fund companies, money managers, and financial
companies. I quickly realized that if a person did not like the assumptions of the
situation from one source, all you had to do is to wait for the next article or the next
interview. Everybody has an opinion.

If you are having trouble putting your hands around the whole topic of this
crisis, I recommend three non-financial media sources:

1) In the December 2008 issue of Vanity Fair there is an in-depth review of
the crisis titled oWall Street Lays An
history to explain the fundamental s of our countryds fir
economic systems and how we have veered terribly off course.

2) OK, I have to admit that I watch the History Channel, but I bet a
number of you are closet watchers, as
through the channelsone eveni ngésomething my wif.eée
to divorce me over él came across a pro
titled o0Crash. o Il n interviews with ac

the documentary went back to past presidential administrations which
laid the ground work for the events we are experiencing and gave the
viewer a very good basis of understanding how such a string of events
could happen. I am sure the History Channel will repeat the program.
Be on the look out for it.



3) In the November 2008 issue of Philadelphia Magazine there was an
interview with Jack Bogle, founder and former CEO of Vanguard
Funds; and Vernon Hill, fonder and former CEO of Commerce Bank.
This article proves an old adage: People who know what they are
talking about can explain complex issues in simple terms.

I want to conclude this essay with a few quotes from different sources that sum up
the events we are living through:

From Charles Schwab, in a letter sent to investors:

I do believe that everyone should review their portfolio to ensure that their asset allocation is
in line with their long-term targets. And if they are aligned, stick with it. History suggests that
asset allocation, diversification and periodic rebalancing are the tools that investors should use to
weather financial downturns.

From Mark Twain:
Courage is the mastery of fearénot the absen

From Jason Zweig, money manager:

Investing is a unique kind of casino d one where you cannot lose in the end so long as you
play only by the rules that put the odds squarely in your favor. People who invest make money
for themselves; people who speculate make money for their brokers. And that, in turn, is why
Wall Street perennially downplays the durable virtue of investing and hypes the gaudy appeal of
speculation.

From ORegi ster ed Rep,Reasti@shxterdtivith thedhGughtdvghgva z i n e
Bernard Madoff convinced people to invest with him):

In an experiment performed by Professor Eric Stone of Wake Forest University, 600 students
were given the choice of investing with two different stockbrokers who each recommended the
same stocks.

One stockbroker took a cautious approach, explaining all of the risks involved as well as the
potential rewards. The o tudymeramberconfidestr di dnodt m
recommendation. Students overwhelmingly said they would invest with the broker who told
them nothing of the risks.

According to Prof. Stone, OPeople are overly

From Jim Rothenberg, Chairman of American Funds, in a letter to shareholders:
The emotions of the moment always detract us from our purpose. Knowing that, I sincerely
believe that staying the course is the right plan.

Warren Buffet, investor and money manager, October 2008:

Letmebeclearon one point: | -ferm mdvetnentp af thedtocicntarket. h e s hor
havenot the faintest idea as to wWhegednd®r st ock
from now. What is |ikely, howeveregthet s t hat t
senti ment or the economy turns up. So if you

The purpose of this particular newsletter is to let my clients know that I certainly
understand the turmoil the markets are going through and your consternation over



these events. |l t6s uncomfortable and, for so
every one of you to know that I feel that investing in a well diversified, risk-based

portfolio, dependent upon academic, Nobel Prize winning research is absolutely the

correct way to investéand to stay invested th

Never hesitate to call me if you have any questions concerning your particular
circumstances.
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