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MARKET SNAPSHOT
Does it seem like it’s hard to grow your
investments in this market? You bet! Volatility has
become a way of life if you’re invested in any type
of security…or in any region of the world. Just how
difficult is it to make money in stocks?
Try this. A chilling reminder is a quick look
back to 1998. In mid July, 1998 the S&P 500 closed
at 1190. In mid July, 2008, (10 YEARS LATER) it
closed at 1201. It’s kind of what I would call a ‘lost
decade’.
So, do you pack up your tent and head for the
hills, or do you figure out how to improve your odds
at making money in this market? If you are in, or
near retirement, and you choose to head for the hills
you had better plan on staying there for good. In the
real world, inflation and taxes are going to erode
your nest-egg. The solution is to figure out how to
keep your retirement dreams alive.
Let’s take a look at our current landscape:
ECONOMY: We are probably in a recession. The
4th quarter of last year has been revised downward to
show that the economy did in fact contract. The
American Institute for Economic Research is
currently showing, however, that there’s a possibility
that the economy is, just now, beginning to expand.
In other words we could be coming out of recession
before we were told that we were actually in one!
(that happens a lot). Now, the good news. Stocks do
very well coming out of a recession.
The first thing we all need to do is tune out the
media. They focus on bad news. That’s how they
sell advertising. The more bad news they report, the
more people want to read it or listen to it.
REALITY: T. Rowe Price looked at the last 10
recessions and found that stocks were up, on

.

average, 24% six months after the market hit its low.
Six months after that, the market was up 32%.
What recessions tend to do is beat up all
companies…both good and bad. You will not go
wrong buying good companies with good earnings.
Don’t be fooled by, or chase, low P/E ratios,
however. Many times those low P/E companies
deserve to be beaten up. Look for 3 criteria:
improving margins; pricing power; low debt.
Next up: HOUSING. Again, the media makes it
sound like we’re all going to drive down to the bank
and drop off our keys (on our way to heading for the
hills). But wait. I heard an interview a couple of
weeks ago with Chip Case, of Case-Shiller (the
housing market gurus) and he said that he was
surprised with all the negative media that somehow
forgets to mention some of the positives in the
market.
To summarize…’home prices may well stabilize
and begin to recover before the end of the year’. He
also stated that the decline in housing starts is
actually very positive. Again, …‘every time this has
happened before, housing market activity has
rebounded and caught experts by surprise’. Even
Barron’s newspaper had their front page on July 14th
screaming headlines: HOME PRICES ARE ABOUT
TO BOTTOM.
Lastly: BANKS. Believe it or not, I have
actually found a couple that I consider to be ‘ buys’.
About eight months ago I wrote that when the banks
got down to P/E levels of 6 or 7, they may have hit a
bottom. Well, guess what, some are already there. In
fact, more than a few banks are currently trading at
or below book value. Beware and tread cautiously.
You don’t have to be first to the party to enjoy the
run-up in prices and values. When the sector truly
rebounds, the party is going to last for quite a while.

CAN YOU COUNT ON
DIVIDEND INCOME?
One of the challenges many older investors face
when managing their cash flow pertains to income
from dividends. Unfortunately, common stock
dividends come with no guarantees. Companies are
not required to pay them, and those that do can
suspend their dividends at any time as their business
needs dictate. Since there are no guarantees for
dividends, should you rely on them for planning
even a portion of your retirement income? Possibly,
but to begin, consider the following points.
First, create a diversified portfolio of different
dividend-paying stocks. If your dividends are
coming from a single source, you run the risk of
losing what could be a significant portion of your
income - should the company decide to discontinue
their dividend payments. With a diversified
portfolio, however, your regular dividend income
stream could continue, buffered by the on-going
payments of the other stocks in your portfolio.
Although diversification does not guarantee against
the risk of loss in a declining market, it can help to
reduce the market volatility risk of your overall
portfolio.
Second, when building your dividend-income
portfolio, look for high-quality companies in sectors
that have historically paid out a steady stream of
dividends to shareholders. Finding these stocks can
be tricky, but there are a few good places to start.
Companies in stable industries or in highly-regulated
markets such as electric utilities are typically good
candidates for a dividend-income portfolio. These
companies usually face fewer threats to their
business and fewer interruptions of their cash flow,
making it less likely that they would have to
discontinue dividend payments.
Another way to invest in a diversified portfolio
of high-quality dividend-paying stocks is to choose a
dividend income fund. A dividend income fund
offers diversification in a mutual fund investment.
Plus, a fund offers the expertise of a professional
money manager, who does the research and selects
the stocks on your behalf. Please note, however, that
stocks and mutual funds are investments that involve
market risk, and investment return and principal
value will fluctuate so that upon redemption an

investor's shares may be worth more or less than the
original value.
If you would like to learn more about using
stocks for income or dividend income funds, simply
complete the attached reply coupon and return it to
my office.
Mutual funds are offered by prospectus only. An
investor should consider the investment objectives,
risks, charges and expenses before investing. The
fund prospectus contains this and other
information about the investment company. For a
copy of the prospectus, please contact your
financial advisor. Please read the prospectus
carefully prior to investing.

Are you Worried About Your
Finances?

Do you find yourself worrying about your
finances? While you may think that your situation is
unique, you may, in fact, be among the majority of
retirees who worry excessively about money.
Retirement savings shortfall. Upon
reaching retirement, some seniors are surprised to
discover that their retirement savings will come up
short. Instead of pursuing leisure activities, they find
that they must curtail their spending habits in order
to make their savings last. But even in retirement,
you can put your savings to work for you with
investment strategies that are designed to help you
achieve your growth and income objectives. For
example, do you find that your investments are
heavily concentrated in CDs and bank account
deposits? Although these investments are often a
very good source of liquidity and are insured by the
FDIC, an over concentration in these safe
investments could expose your portfolio to
inflationary risks.
Loss of investment value. If you invested through
the stock market correction of 2000-2002, and the
current bear market, you understand what a loss of
investment value can do to your financial situation.
Unfortunately, market corrections are a fact of life
and can show up at any time. There are things,

however, that can be done to help you weather these
storms:
1) diversifying your portfolio,
2) rebalancing your holdings, and
3) following asset allocation strategies designed to
reduce your exposure to market risk.
Although asset allocation does not guarantee against
the risk of loss in a declining market, it can help you
to reduce the overall volatility of your portfolio. Has
your portfolio been reviewed lately? If not, now
might be a very good time to do this.
A recent survey by the publishers of Senior Market
Advisor1 revealed several seniors’ responses to the
question “How much do you worry about money?”
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 Dividends for Income.
 Portfolio Diversification
I would like to order a copy of these
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Notwithstanding these statistical findings,
financial worries do not have to control you. A more
secure retirement is possible, with smart and prudent
financial planning solutions to these common
retirement worries:












If you need help with strategies to protect
what you’ve got, call my office for a free
consultation.

Avoid Mistakes in Buying Long-Term
Care Insurance
Annuity Owner Opportunities: Tips
and Ideas That Could Save Thousands
Understanding Mutual Funds
Six Strategies to Help Retirees Reduce
Taxes and Preserve Their Assets
Helping You Avoid IRA Distribution
Mistakes (And Reduce Your Taxes)
CD Shoppers’ Guide
Creating a Retirement Income You
Cannot Outlive
Keep the IRS out of Your IRA
Leaving a Legacy
Protect your Investments (a guide to
investing without losing a penny)
Law Points for Senior Citizens (78
page guide)

I think these people would like to receive your
newsletter and an invitation to your next public
presentation:
Name_______________________
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1

Senior Market Advisor, Senior Survey 2005 (July 2005)

Name________________________
Address

