
      Another very difficult month for the government, the 

economy and the investment markets. After reasonable 

expectations that the stock market slide would abate, at least 

temporarily, due to a new President, new stimulus packages, 

etc., the market has continued its downward progress. 

Additionally, there were high expectations the low set in 

November of last year would be tested, would hold, and we 

would see the beginning of a bear market rally in the first 

couple months of the year. Obviously that has not happened, 

and we have broken through the low set last November. As a 

result, a new low will need to be established and if the 

markets hold true to historic tendencies, we will come up 

from the new bottom when it is established, re-test it, and 

from there, potentially move away from the bear market. The 

questions now are where will the new low be established, and 

will it hold? We have in fact seen the stock market lose over 

50% from its high in October of 2007. It has been a brutal 

period of time, causing a great deal of concern, anxiety, and 

for some, even depression. As we have talked to most, if not 

all of you, over the last several months, your concerns and 

your desire for safety has naturally risen as the stock market 

has declined. 

      When it comes to safety, there are many different levels. It 

can help to think of a ladder. For some, the mentality 

associated with the year 2000 and the new millennium is 

beginning to resurface. They believe we may see an 

apocalyptic scenario in the near future, to include the collapse 

of the government, and as a result, having tangible assets and 

materials to go into a survivalist mode is appropriate. For the 

record, we are not suggesting this, nor do we believe the 

situation calls for that. Theoretically, it could happen, but as it 

has been said in this newsletter before, “there is only one end 

of the world and this isn’t it.” This would require the most 

fundamental level of safety to survive. Assuming the situation 

does not become this desperate, the next level of safety is the 

US government with Social Security and other benefit 

programs which we believe most of us will benefit from. 

After this, the next level of safety will be potentially from 

employer pension plans, provided for those who work for a 

number of government agencies, large corporations, schools, 

etc. Even if these entities go into bankruptcy, there is the 

Pension Benefit Guarantee Corporation, which should provide 

some relief for those that qualify for a pension program. The 

next level of safety is insurance-based products, which are not 

appropriate for all individuals. The guarantee in these 

products is only as good as the insurance company; however, 

the insurance companies are required by law to set aside a 

substantial number of assets. There are also programs in place 

at the state level to help troubled insurance companies, and 

the insurance industry as a whole has a tendency to help one 

another if a company gets into a problem so the industry can 

maintain a positive reputation. These last three levels are the 

only potentially guaranteed sources of revenue and it may 

make sense for individuals to have at least two, if not all 

three, of these guaranteed sources, as each has different 

degrees of safety associated with them.  

      After that, one needs to evaluate their other investments, 

whether they are in bonds, stocks, real estate markets, etc. Of 

course, each one of these different investment vehicles has a 

different risk associated with them. Where short-term 

government agency bonds are considered principal risk free, 

you can pay a substantial cost in the form of lower returns for 

that safety. Also, as we have seen over the last year, a number 

of different asset classes from long-term government bonds to 

stocks to real estate, etc. have all gone down in value. This 

does not mean you should be out of them. As history has 

shown us, we have gone through difficult periods in the past, 

and the markets have returned over time. Therefore, 

depending on where one is in the different stages of their life 

and lifestyle, utilizing the Modified Core Satellite Approach 

we are advising may prove worthwhile over time. For those 

that are in retirement or approaching retirement, all of these 

areas including some of the guaranteed sources are important 

to recognize, review and understand. Also, maintaining assets 

at all levels on the ladder may be the most appropriate course 

of action for the long term and provide the greatest degree of 

flexibility and ultimately risk management. This is a subject 

that deserves more attention and detailed review as it can get 

quite complicated and needs to be tailored to individual goals 

and objectives which obviously cannot be addressed here. As 

a result, please contact us with any questions you have or to 

set up an appointment and thank you for your referrals. 
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