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Wllere is Yolll' Focus? By Linda Eden, CFP®

When it comes to investing, it’s just human nature to focus on our dollar
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value, which can be a rather fickle barometer for accessing our investment
performance. This inclination to focus on the rise and fall of our portfolio

balance can cause us to make investment decisions that may “feel” right at the
time but may not be in our best interest. One of the main guidelines to being a
successful investor is to keep market fluctuations from driving our investment
decisions.

Most often, our reaction to market ups and downs is emotional and that
typically leads to knee-jerk reactions. One way to help counteract this
tendency is to focus on your share balance rather than your dollar value.

Continued on page 2

Comparing Apples to Oranges s, i ey, croe

Apples crunch when you bite into them. Oranges “squish” in your mouth.

Apple skin is edible. Orange peels, not so much. Apples have a core. Oranges
don’t. Apples make great pies. Oranges don’t. Apples are red, green and
sometimes yellow. Oranges are, well, orange. Oranges are pretty close to
round. Apples aren’t. About the only thing similar between apples and oranges
for me is that | like both of their juices!

It’s similar to how people compare their investment returns to the S&P 500
Index. It’s a natural thing to do because all we generally see on the news is
what the S&P 500 or the Dow Jones Industrial Index did today.

Continued on page 3
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Where is Your Focus? s,

Your share balance never goes down unless you sell. Rather, it will remain stable
even in a down market and it will rise as you make additional contributions and
buy more shares. Unlike your dollar value, which fluctuates with the market, your
“Your share share balance does not.

Another helpful thing to focus on is the “yield” of your portfolio. “Yield” is the
balance never income that a portfolio generates. It can come from interest as with a CD or a

bond. It can also come from dividends which some companies pay on their stocks.

goes down

When a company pays dividends they are actually passing some of their profits
unless you sell. back to the stock holders. Yield (read income) is important because you can
choose to take it to live on, as in retirement, or you can reinvest it to buy more
Rather, it will shares. When you reinvest it you are actually using your investments to help fund
your portfolio. In doing so, you’re buying more shares and enlisting a consistent,

remain stable unemotional “investor” to help build your portfolio!

. It is equally important, if not more so, to focus on share balance and yield in
even in a down , . Ny .
retirement as well. Your share balance is important because dividends are paid per

market...” share, NOT per dollar. Increasing the number of shares you own may increase the
amount of income you receive after you retire.

The yield on your portfolio is perhaps the “Golden Egg” in retirement. This is
because dividends and interest are usually paid even when the market is not

growing. Let’s say you want a 5% income stream from vyour portfolio to
supplement your income in retirement. If your portfolio is invested to generate a
4% yield, then you only have to depend on your investments growing by 1% to get

your 5% “total return.” Think of it this way, if the yield on your portfolio is 0%,
where is your income going to come from when the market is down? They only

place it can come from is to sell some of your existing shares. This reduces not
only your share balance, but also your dollar value. A few years of negative growth
in a portfolio that is not producing any income (0% yield), and is further being

drawn down by withdrawals, could send a retirement portfolio into a downward
spiral that may be hard to pull out of.

It’s only natural to want to focus on our dollar value. But considering your share
balance and the amount of income your investments generate are important too,

and just may help you stay the course in an unsettled market. ¢
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Comparing Apples t0 Ol'allges Continued from p. 1

Our ears perk up when the announcer says, “today the S&P 500...” and
depending on how that sentence is finished we make the determination that
our investments either gained or lost value that day. Unless you are invested
in an S&P 500 Index fund, or you own all 500 stocks in the appropriate
weighted amounts that make up the S&P 500 Index, then you are comparing
apples to oranges.

| can safely say that none, yes N-O-N-E of our clients are solely invested in the
S&P 500 Index. We believe in diversification and our clients are diversified
between asset classes. They have investments in large, mid and small
companies here in the U.S. and overseas. They have various types of bonds as
well as holdings in commodities and real estate. We would never allocate a
client’s entire portfolio to one type of investment, such as U.S. large company
stocks (which is what the S&P 500 Index is made up of). It is entirely too risky
to bet the ranch on one type of investment. Sure, if it goes up, then you really
benefit, but if it goes down...well ask someone who had all their money in an
S&P 500 Index fund how they felt at the end of 2008 when the S&P 500 Index
lost close to 40%.

Truth be known, it is quite possible that on a day when you hear the
announcer say that the S&P 500 Index was down, a well-diversified portfolio
could very well have gained some that day. But it also true that on a day
when the S&P 500 Index gained, a well-diversified portfolio may have gone
down in value. It all depends on what the other components of the
well-diversified portfolio did.

Actually, the more | think about it, comparing the S&P 500 Index to a
well-diversified portfolio is like comparing an apple to a basket of fruit full of
oranges, bananas, grapes, pineapple, kiwi, strawberries, mangos, melon,
blueberries and peaches. There is just no comparison. Which would you

rather have? And now for another fun comparison...¢

Left: Declan at 5 months old
Right: Declan 1.5 years old

“l can safely say
that none, yes
N-O-N-E of our
clients are solely
invested in the

S&P 500 Index. “
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'I'Ilougllts on Parenthood By Serenity Melnick, CFP®\

The first few weeks of bringing home Brooke are a total blur. It went something
along the lines of feed the baby....burp the baby....change the baby....SLEEP! Feed
the baby....burp the baby....change the baby...SLEEP! Repeat every hour times a
million. Everything gets really foggy and blurry and even simple concepts or tasks
are lost or forgotten. After a few weeks our conversations started to go like this:

Marc: “I think | should brush my teeth.”
- Serenity: “Oh my gosh me too! How long has it been?”
~ Marc: “No idea. You?”

Serenity: “No clue.”

Marc: “I’'m hungry for lunch.”
Serenity: “LUNCH! We should really start eating lunches.”

Serenity: “Babe, hurry! Do you think Brooke looks too red/ too pale/ too hot/ too
i . cold/ too splotchy/ too sleepy/ too awake/ too fussy/ too lethargic???!
‘ Marc: “I'll call my mom while you Google it.”

Thank God for Google and grandmas. You don’t even want to see my Google

history. | have no idea how people ever raised babies before Google. Though |

once made the mistake of Googling “baby rashes.” After page upon page of
horrifying possibilities, | became absolutely terrified she was infected with
German measles. (Not to fear, after a quick round of picture texting to the
“Feed the grandmas we determined it was.... heat rash). Thanks a lot, WebMD.

Also there’s nothing like colic to make an already perplexed new parent even

baby...burp the

more baffled. We got really good at trying things. Gripe water! Tummy rubs!
Rocking! Laying stilll Swaddled! Un-swaddled! Bouncing! Swinging! All of the

baby...change the

above! And just because something works one night does not mean it will work
baby...SLEEP! again the next day. Oh no, that would be too easy. Babies are like an evolving
computer virus; just when you think you’ve got it figured out it they go and
Repeat every change on you. Parenthood feels like a string of never ending decisions and then a

compulsive need to question every single decision you’ve just made.

hour times a
So far parenthood has been hard, exhausting, emotional, overwhelming, fulfilling

million.”’ and just plain awesome. | never knew | could love something so much and so
completely. Thank you for indulging in my rambling, | am just now emerging
from my baby cave where my world has consisted solely of milk, diapers and
m _ - | sweatpants for the last 12 weeks. Thank you so much for all your kind words and

congratulations. It was nice being home for a while but it’s also nice to be back in

-’

the world again. ¢ See page 5 for a picture palooza/!
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2014! You have until April 15, 2015 to make a 2014 contribution to your tax
deferred accounts. If you haven’t yet maxed out your IRA or ROTH IRA you still
have time to get those contributions in. Contribution limits for 2014 and 2015
are $5,500 and $6,500 for anyone over the age of 50. If you have any
guestions on how much to contribute, talk to your accountant for specific
recommendations.

Feel free to drop a check in the mail or bring one by our office and make sure

you write “2014 contribution” on the memo line so we can credit it for last
year. Remember, it’s not too late! But time is getting short so make sure to
send your contributions in as soon as possible. ¢

Brooke Elyse Melnick
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