Wealth Wisdom

Grow. Protect. Transfer.
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Whether a marriage is the yrst or the third, issues abound
around budgeting, savings, investments, insurance,
integrating employee and retirement beneyts and property
ownership. Many times, the most overlooked aspect is
estate planning. By deynition, a crisis is a turning point,

a time when you have to make crucial decisions & often
suddenly & that will affect your future. Although smart
planning is the key to effectively dealing with periods of
crisis, you may ynd yourself suddenly dealing with an
unexpected event that you didnit prepare for and you
wonder what to do next. Whether youire planning ahead or
dealing with an emergency now, take control. Thereis no
escaping the fact that an urgent situation is a life-changing
event, but how you handle a crisis will, in part, determine
whether your life changes for the better or for the worse.
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What future upheavals are you likely to face? For example,
Jane and Hal built a beach house in Malibu. Their home
was swept away in a mudslide and they spent months
replacing their personal possessions, as well as getting
duplicates of their birth certiycates, insurance policies and
other personal and ynancial records. Five years later,

after they had rebuilt their house, a yre swept through
town and their house was destroyed. Fortunately, this time
they were ready. They had kept their important records
and ynancial information in a safety deposit box and had
sent boxes of photos to Janeis mother for safekeeping.
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Part of the stress you feel when confronting an emergency
is because itis unexpected and unpredictable. You wonit
know ahead of time how youill react and exactly what
youlll have to confront. One good approach is to plan for a
worst-case scenario. For instance, if you plan for a period
of unemployment that lasts for two months, what will

you do if it stretches for six months? If you plan around a
six-month period of unemployment, however, youilll know
what to do if it only lasts for two months. However, be as
pexible as you can when dealing with upheaval.
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Organizing your records and personal papers is
essential especially if you become sick, incapacitated
or die and your loved ones are left take care of your
ynances. Youill also be able to readily access vital
information instead of wasting time and energy trying
to ynd it. At the very least, youill want to set up a yling
system and give a list of your important documents
and advisors to a trusted friend for safekeeping.
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Unless you have signiycant liquid assets, preparing for
an urgent situation means, in large part, coordinating
your ynances. Many ynancial professionals advise
their clients to keep an emergency fund equal to at
least three months worth of expenses, just in case
your income pow stops or your expenses increase.
This extra money can make a big difference because
many things can change in three months. If you donit
have an emergency fund, you may have to make hasty
decisions, such as taking a new job you donit really
want, selling prized personal possessions or dipping
into your college or retirement fund. You should

also work up a bare-bones budget that repects only
your basic living expenses. Cut out all luxuries and
determine the least amount of income you need

to survive.
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When strategizing, donit be too general & be as
speciyc as possible and write down your options.
This way, youill be less tempted to avoid decisions by
thinking youill deal with that when the time comes,
and youlll have something concrete to refer to if you
must deal with devastation 1 youill also be calmer.
People who live in areas prone to natural disasters
often keep emergency Kits in their cars or homes

in case they need to evacuate in a hurry & a good
example of this principle.

Expect the unexpected, continued on page 3
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If youtre a reader of the ynancial press you have no doubt
heard the ynancial markets compared to a roller coaster
ride. But is this a fair comparison? At yrst glance it

sure seems like it. For one, if you do a Google search for
rollercoaster names several come up that can certainly
relate to various market cycles: Raging Bull, Big Dipper
and Teddy Bear'. To be sure, each of these names evokes
some sort of emotion. In fact, you can probably visualize
images for each, such as the image below & titled the
fiCycle of Market Emotionso? & which clearly depicts
arollercoaster:
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As investors youill undoubtedly see various market cycles
during your investing lifetime and youill need to adjust
your expectations accordingly. However, many of the
similarities between ynancial markets and roller coasters
end here. On almost every roller coaster ride each rider
can see and anticipate the peaks and valleys, twists and
turns, before they happen. In the case of the peaks and
valleys, roller coaster riders know exactly where they
start and end. As we know, this clearly isnit the case in
ynancial markets. For example, the ynancial press is
inundated with economistsi predictions, which ultimately,
months later, are followed up with updated predictions
and the reasons why their initial predictions were
obviously pawed.

But itis hard to time the markets successfully and the
dramatically worse results that are achieved when the
market timing strategy fails. For instance, the annualized
return of the S&P 5002 from Jan. 1, 1970 through

Dec. 31, 2007 was 11.07 percent. If you were an investor
who started the period with $1,000 you would have ended
up with $54,118. Though, if you were to try and time the

market and you missed the 25 best days (which is only
0.18 percent of the 13,879 days in the period) you would
have returned only 7.74 percent and turned the $1,000
into only $16,993, or $37,125 less. What are the chances
you would have known when those 25 best days were to
come? Now, letis say you missed only the yve best days
(only 0.04 percent of the 13,879 days) your return would
have been only 10.21 percent or 0.86 percent less per
year. Basically, itis fair to say that market timing

wonit work.
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Remember, this general rule applies to all theme park
patrons: The greater the twists and turns, peaks and
valleys, the greater the thrill of the ride. Yet, keep in
mind that all fairs have more than roller coasters to
enjoy; therefs always the carousel or the Ferris wheel;
rides that can still provide enjoyment. The same is true
in investing. While greater risk can bring greater reward,
itls essential to have the appropriate allocation that
matches your goals and objectives and matches your
need and ability to take risk.

1 Source: coastergallery.com

2 Source: Westcore Funds/Denver Investment Advisers LLC, 1998

3 Source: S&P data are provided by Standard & Pooris Index Services Group. US
bonds and bills data E Stocks, Bonds, Bills and Inpation YearbookE, Ibbotson
Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A.
Sinqueyeld). Indices are not available for direct investment. Their performance
does not repect the expenses associated with the management of an actual
portfolio. Past performance is not a guarantee of future results. Values change
frequently and past performance may not be repeated. There is always the risk that
an investor may lose money.
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On Aug. 14, 2008, President Bush signed the Higher
Education and Opportunity Act (the Act). The Act
provides students with information about college
costs, improves the ynancial aid application and
delivery system, strengthens college preparatory
assistance for at-risk youth, and increases college
aid and support programs for low-income families,
minorities, veterans and military families.

Among other things, the Act:

A Requires the government to make available
online a list of the most expensive and least
expensive colleges, along with a list of the
colleges that have had the largest increases in
tuition and fee rates over a three-year period.

A Requires the colleges with the largest increases in
tuition and fee rates to submit a report describing
the causes of these increases.

A Requires textbook publishers to disclose the
retail cost of textbooks and supplemental
materials before selling them to school ofycials.
This provision is meant to make it easier for
faculty, students and parents to decide whether a
particular textbook is worth the cost, and help to
drive down prices.

A Requires textbook publishers that bundle
textbooks and supplemental materials to also

make the textbooks and supplemental materials
available separately.

A Streamlines the free application for federal student
aid process and creates a two-page FAFSA-EZ form
for low-income families. Further, the Act requires
the development of a system so that students
applying for federal aid can receive early estimates
on their eligibility.

A Allows the child of a member of the Armed Forces
who died in Iraqg or Afghanistan after Sept. 11, 2001
to receive the maximum Pell Grant.

A Doubles the Gaining Early Awareness and
Readiness for Undergraduate Programs (GEAR
UP) funding level from $200 million to $400
million and broadens the program through the yrst
year of college. Students will be offered mentoring
and ynancial literacy opportunities, and there
will be more emphasis placed on ensuring the
academic success of foster, homeless and other
disadvantaged youths.

A Increases direct aid to universities that serve
low-income and minority students.

A Creates a scholarship program for active-duty
military personnel and family members, including
children and spouses of active-duty military service
members and veterans.

Expect the unexpected, continued from page 1
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When you have to plan in a hurry, the easiest way is to
make a simple list of things you have to do. Then, as

you do them, you can check them off. This is important

because when youire under stress, you may forget to
do important tasks. In addition, a list will help you
remember to focus on action, not reaction.

No one should have to weather a crisis alone. Even if
youire alone in the world or if you donit want to burden
your loved ones with details, there are community
resources and individuals (paid and unpaid) who can
give you general and speciyc advice.
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