July 24, 2008
On the heels of what were likely disappointing June 30th statements, you may feel that the financial world and big picture is uncertain. And, as we head deeper into summer, it’s tough to ignore the 
headlines, talking heads and sound bites… 

• Headlines scream: “Oil and Gas Prices set another Record High”, “Stocks Take Major Tumble” and “Housing Goes from Boom to Bust”. 

• Television commentators warn of the “inevitable recession.” 

• Political pundits warn of the “dangers of electing” someone from the opposing party. 

Market swings make headlines because they reflect change – one of journalism’s criteria for news making. Please don’t misunderstand; these are serious stories. The economy, stocks and job market have all taken a beating in recent months. And though the reasons may seem endless, it’s probably best to remember that nothing lasts forever. The markets always move in cycles; we simply have to accept the bad with the good. It can be hard during these corrections to keep our emotions in check. For many of you, this is your first experience with a “bear market”. I think this is my fourth…Your financial picture is much more complex than a single day’s market returns reported on the news. We need to remember that the markets offer only a single perspective. 

A few facts about the economy: 

1) Economic stimulus packages, like the one Congress recently approved, worked in 2001 to bring an end to the last true recession just six months after it was enacted. 

2) The Federal Reserve has ample tools at its disposal and there have been 5 major efforts used to assist an economic recovery. (Source:  Minutes of the Board of Governors of the Federal Reserve System - March 14, 2008 and March 16, 2008. Federal Reserve Board Release July 1, 2008. News-Leader - June 29, 2008)
3) Companies today react more quickly and effectively to economic changes which can shorten the duration of most downturns. 

4)  Historically it takes several months for Fed action to affect the markets. 

5)  We were not in a recession in the first quarter of 2008. Gross domestic product, which measures total output of goods and services within U.S. borders, grew at a 1 percent annual pace in the first three months of 2008, matching economists’ forecasts. It was initially reported at 0.6 percent in April, revised to .9 percent in May. Negative GDP for two consecutive quarters indicate a “real” recession. (Source:  Commerce Department - June 2008 announcements)
6) More money has been invested into equity mutual funds in each of the last two months than has been redeemed. (Net $17 billion dollars IN)  Source:  Investment News - June 20, 2008.)
Those are the current, short-term economic facts. Looking at the historical data, the markets haven’t had a negative 10-year period since 1938, according to Securities America’s Director of Investment Research Doug Fehr. We see over and over again that market timing – trying to jump in before the highs and jump out before the lows – rarely succeeds. Multiple studies of past market data have shown that the longer you have money invested in the market, the less volatility your portfolio experiences. That’s because time allows the highest highs to offset the lowest lows. On average, the markets have had positive returns in seven out of 10 years for the past 70 years, according to the Financial Planning Association. Historically, the longer you are invested in the market, the more up years you accumulate.

Your tolerance for risk and the allocation of your assets have little correlation to the market. They vary with your age, income, life stage, marital status and a myriad of other factors. That’s not to say your risk tolerance and asset allocation never need adjusting – they will as those variables change in your life, not in response to temporary market conditions.

And that’s really what current market fluctuations reflect – temporary economic conditions. Long-term investing and financial planning look past these periodic fluctuations in the market. Typically, a thorough financial plan requires little adjustment due to market gyrations. The changes that really matter to your financial plan are those that take place in your own life.

Of course, it is easier to write (or think) these words than it is to see the effect this news has on your investments. Nobody likes to see drops in the market value of their stocks, bonds and retirement plans. With this in mind, we thought it might be helpful to remind you of a few of my key responsibilities as your financial advisor: 

· I take market volatility very seriously, but don’t allow emotions to dictate strategies. Discipline is critical. 

· Personal goals do not change with the headlines. Your long-term plan takes into account short-term uncertainty.

· It is your money. I don’t treat your portfolio like a stock market statistic. Your investments have a specific purpose; they deserve my careful attention. 

· Lousy markets can alter your feelings about risk. I regularly consider risk and know that your comfort level can change. 

· I am here if you need to talk. Sometimes our clients need a little reassurance and if you do, please call my office. We want to answer your questions. 

Please try to ignore the headlines, talking heads and sound bites. Rest assured that we are working hard on your behalf. We look forward to talking to you at your next visit. Call us if you need to talk. 

Take care, 
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Seth Kovensky, CFP® 
Information contained herein is based on sources and data believed reliable, but is not guaranteed.  This is not an offer to buy or sell securities.  This data is for informational purposes only and not intended to replace the statements, confirms, or 1099 for distributed by the custodian(s) of your assets.  Past performance does not guarantee future results.
