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2015 ended with a whimper as most
of the major equity averages finished
the year flat or barley changed. It
wasn't a bad year, but it wasn't
particularly good either. Years like
that can certainly try your patience
as an investor. | expand and
comment further on that in the first
article. What continues to amaze
me, after almost 22 years as an
advisor, is how schizophrenic the
market (and investors) can be. One
day the focus can seem very
negative. The very next day, one
good piece of news can change the
whole tone to a positive. My advice:
don't underestimate the media's
impact on your thought process and
don't left it affect you.
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Patience

"The stock market is a vehicle for transferring
wealth from the impatient to the patient."” --
Warren Buffett

Don't you just love Warren? | do. He makes my
job easier. This quote from him really
exemplifies the past year and the current
environment. There are times as investors
where it is harder to be patient than others.
Now seems like one of those times, particularly
if you listen to the media. Here are my thoughts
on a few points of concern:

Interest rates : The Federal Reserve finally
acted and raised the Fed Funds rate by 1/4%.
The stock market will often initially react
negatively to any rate hike, but history has
shown that stocks have tended to go higher
after the initial rate increase. My view: the fact
that the FOMC was confident enough in the
economy to raise rates is a positive. For several
years, they left rates low out of fear that higher
rates would push the economy back into a
recession. Now, they appear more concerned
about inflation than a lagging economic
recovery.

China : Recent news out of China about growth
concerns has spooked the markets. The fear is
that a decline in the growth of China's economy
(the world's second largest) could have a
negative impact on global growth. My view: |
think these concerns are overblown. That is,
unless you are heavily investing in China. Over
the past few years, | have predominantly
advised against investing directly in Chinese
companies or in China country mutual funds.
Why? Frankly, | don't trust them. | don't trust
their accounting practices, which are not
comparable to those of the USA. | don't trust
their business practices. Most important, | don't
trust their communist government to stay out of
business or to not make significant mistakes
(see their recent issues with their currency as
an example).

Qil : The decline in oil prices over the past year
has been amazing. | continue to find it

interesting how some have the opinion that low
oil prices are bad for the economy. There is no

question that low oil prices are bad for some oil
companies and countries where oil is their
primary export (most OPEC nations and Russia
are examples). However, the US is a
consumer-driven economy. These low oil prices
are adding hundreds of dollars back into most
people's monthly budget as they pay
significantly less to heat their home or fuel their
cars. That money will be used to pay down
debt, save or invest, or spend back into the
economy. | could easily see that consumer
spending offsetting any weakness due to low oil
prices.

Sideways : Ever since mid-2014, the S&P 500
has been in a sideways pattern. To me, this
isn't a surprise after the index went up roughly
50% in 2012 and 2013. Looking at a chart, you
can see that the market has bounced between
arange. | view this as a positive as such
sideways consolidation patterns can be
creating a base for the next rally in the market. |
still believe that rally will come, probably this
year.

Volatility : Volatility has been an issue again as
of last summer. Here is the important thing to
remember: volatility is NORMAL. Also, we have
been a bit spoiled. From 10/3/2011 to
5/21/2015, we had the third longest period
without a 10% drop in the S&P 500 in the past
85 years.

Election Year : A number of clients have asked
me if they should be concerned that this is an
election year. Frankly, | don't think so. Election
years have been overwhelmingly positive for
the markets. Since 1928, the market has
averaged over 11% in election years. Since the
end of World War 2, there has only been 2
election years that have been "down years" for
the market. Those years, 2000 and 2008, had
more to do with the bursting of the tech and real
estate bubbles than the elections themselves.

The "wall of worry" : There is an old saying,
"Bull markets climb a wall of worry." This time is
no different. If you want to discuss why you
should be patient with your investments, call or
email me.
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In psychology, "heuristics"
refers to the mental
decision-making short-cuts
that individuals develop
over time based on past
experiences. While
heuristics can be helpful in
avoiding unnecessary
deliberation, they can also
lead to misleading biases
that can derail even the
most well-thought-out
financial plan.
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Investor, Know Thyself: How Your Biases Can Affect Investment

Decisions

Traditional economic models are based on a
simple premise: people make rational financial
decisions that are designed to maximize their
economic benefits. In reality, however, most
humans don't make decisions based on a
sterile analysis of the pros and cons. While
most of us do think carefully about financial
decisions, it is nearly impossible to completely
disconnect from our "gut feelings," that nagging
intuition that seems to have been deeply
implanted in the recesses of our brain.

Over the past few decades, another school of
thought has emerged that examines how
human psychological factors influence
economic and financial decisions. This
field--known as behavioral economics, or in the
investing arena, behavioral finance--has
identified several biases that can unnerve even
the most stoic investor. Understanding these
biases may help you avoid questionable calls in
the heat of the financial moment.

Sound familiar?

Following is a brief summary of some common
biases influencing even the most experienced
investors. Can you relate to any of these?

1. Anchoring refers to the tendency to
become attached to something, even when it
may not make sense. Examples include a
piece of furniture that has outlived its
usefulness, a home or car that one can no
longer afford, or a piece of information that is
believed to be true, but is in fact, false. In
investing, it can refer to the tendency to
either hold an investment too long or place
too much reliance on a certain piece of data
or information.

2. Loss-aversion bias is the term used to
describe the tendency to fear losses more
than celebrate equivalent gains. For
example, you may experience joy at the
thought of finding yourself $5,000 richer, but
the thought of losing $5,000 might provoke a
far greater fear. Similar to anchoring, loss
aversion could cause you to hold onto a
losing investment too long, with the fear of
turning a paper loss into a real loss.

3. Endowment bias is also similar to
loss-aversion bias and anchoring in that it
encourages investors to "endow" a greater
value in what they currently own over other
possibilities. You may presume the
investments in your portfolio are of higher
quality than other available alternatives,
simply because you own them.

4. Overconfidence is simply having so much
confidence in your own ability to select
investments for your portfolio that you might

ignore warning signals.

5. Confirmation bias is the tendency to latch
onto, and assign more authority to, opinions
that agree with your own. For example, you
might give more credence to an analyst
report that favors a stock you recently
purchased, in spite of several other reports
indicating a neutral or negative outlook.

6. The bandwagon effect, also known as herd
behavior, happens when decisions are
made simply because "everyone else is
doing it." For an example of this, one might
look no further than a fairly recent and
much-hyped social media company's initial
public offering (IPO). Many a discouraged
investor jumped at that IPO only to sell at a
significant loss a few months later. (Some of
these investors may have also suffered from
overconfidence bias.)

7. Recency bias refers to the fact that recent
events can have a stronger influence on
your decisions than other, more distant
events. For example, if you were severely
burned by the market downturn in 2008, you
may have been hesitant about continuing or
increasing your investments once the
markets settled down. Conversely, if you
were encouraged by the stock market's
subsequent bull run, you may have
increased the money you put into equities,
hoping to take advantage of any further
gains. Consider that neither of these
perspectives may be entirely rational given
that investment decisions should be based
on your individual goals, time horizon, and
risk tolerance.

8. A negativity bias indicates the tendency to
give more importance to negative news than
positive news, which can cause you to be
more risk-averse than appropriate for your
situation.

An objective view can help

The human brain has evolved over millennia
into a complex decision-making tool, allowing
us to retrieve past experiences and process
information so quickly that we can respond
almost instantaneously to perceived threats and
opportunities. However, when it comes to your
finances, these gut feelings may not be your
strongest ally, and in fact may work against
you. Before jumping to any conclusions about
your finances, consider what biases may be at
work beneath your conscious radar. It might
also help to consider the opinions of an
objective third party, such as a qualified
financial professional, who could help identify
any biases that may be clouding your judgment.
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What is the birthday rule?

The birthday rule may be used
by health insurers to coordinate
benefits when a dependent
child is covered by the health
plans of both parents and the
parents are married or living
together. The plan of the
parent whose birthday falls
earlier in the calendar year is
generally the primary plan,
providing benefits and paying
claims first, and the plan of the
other parent provides
secondary coverage. If the
parents share the same
birthday, primary coverage is
provided by the plan that has
covered one parent the
longest.

Source: National Association of
Insurance Commissioners,
naic.org
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Quiz: Which Birthdays Are Financial Milestones?

When it comes to your finances, some
birthdays are more important than others. Take
this quiz to see if you can identify the ages that
might trigger financial changes.

Questions

1. Eligibility for Medicare coverage begins at
what age?

a. 62
b. 65
c. 66

2. A child can stay on a parent's health
insurance plan until what age?

a. 18
b. 21
c. 26

3. At this age individuals who are making
contributions to a traditional or Roth IRA or
an employer-sponsored retirement plan can
begin making "catch-up" contributions.

a. 50
b. 55
c. 60
d. 66

4. This age is most often associated with
drops in auto insurance premiums.

a. 18
b. 25
c. 40
d. 50

5. Individuals who have contributed enough
to Social Security to qualify for retirement
benefits become eligible to begin collecting
reduced benefits starting at what age?

a. 62
b. 65
c. 66
d. 70

6. To obtain a credit card, applicants under
this age must demonstrate an independent
ability to make account payments or have a
cosigner.

a. 16
b. 18
c.21

Answers

1. b. 65. Medicare eligibility begins at age 65,
although people with certain conditions or
disabilities may be able to enroll at a younger
age. You'll be automatically enrolled in
Medicare when you turn 65 if you're already
receiving Social Security benefits, or you can
sign up on your own if you meet eligibility
requirements.

2. c. 26. Under the Affordable Care Act, a child
may retain his or her status as a dependent on
a parent's health insurance plan until age 26. If
your child is covered by your employer-based
plan, coverage will typically end during the
month of your child's 26th birthday. Check with
the plan or your employer to find out exactly
when coverage ends.

3. a. 50. If you're 50 or older, you may be able
to make contributions to your IRA or
employer-sponsored retirement plan above the
normal contribution limit. These "catch-up"
contributions are designed to help you make up
a retirement savings shortfall by bumping up
the amount you can save in the years leading
up to retirement. If you participate in an
employer-sponsored retirement plan, check
plan rules--not all plans allow catch-up
contributions.

4. b. 25. By age 25, drivers generally see their
premiums decrease because, statistically,
drivers younger than this age have higher
accident rates. Gaining experience and
maintaining a clean driving record should lead
to lower premiums over time. However, there's
no age when auto insurance rates automatically
drop because rates are based on many factors,
including type of vehicle and claims history, and
vary by state and insurer; each individual's
situation is unique.

5. a. 62. You can begin receiving Social
Security retirement benefits as early as age 62.
However, your benefits will be reduced by as
much as 30% below what you would have
received if you had waited until your full
retirement age (66 to 67, depending on your
year of birth).

6. c. 21. As a result of the Credit Card Act of
2009, credit card companies cannot issue cards
to those under age 21 unless they can show
proof that they can repay the debt themselves
or unless someone age 21 or older with the
ability to make payments cosigns the credit
card agreement.
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This information, developed by an
independent third party, has been obtained
from sources considered to be reliable, but
Raymond James Financial Services, Inc.
does not guarantee that the foregoing
material is accurate or complete. This
information is not a complete summary or
statement of all available data necessary for
making an investment decision and does not
constitute a recommendation. The
information contained in this report does not
purport to be a complete description of the
securities, markets, or developments referred
to in this material. This information is not
intended as a solicitation or an offer to buy or
sell any security referred to herein.
Investments mentioned may not be suitable
for all investors. The material is general in
nature. Past performance may not be
indicative of future results. Raymond James
Financial Services, Inc. does not provide
advice on tax, legal or mortgage issues.
These matters should be discussed with the
appropriate professional.

Securities offered through Raymond James
Financial Services, Inc., member
FINRA/SIPC, an independent broker/dealer,
and are not insured by FDIC, NCUA or any
other government agency, are not deposits or
obligations of the financial institution, are not
guaranteed by the financial institution, and
are subject to risks, including the possible
loss of principal.
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Cloud storage--using
Internet-based service
providers to store digital
assets such as books, music,
videos, photos, and even important documents
including financial statements and
contracts--has become increasingly popular in
recent years. But is it right for you?

Opinions vary on whether to store your most
sensitive information in the cloud. While some
experts say you should physically store items
you're not willing to lose or expose publicly,
others contend that high-security cloud options
are available.

If you're thinking about cloud storage for your
financial documents, consider the following:

« Evaluate the provider's reputation. Is the
service well known, well tested, and well
reviewed by information security experts?

« Consider the provider's own security and
redundancy procedures. Look for such
features as two-factor authentication and
complex password requirements. Does it
have copies of your data on servers at
multiple geographic locations, so that a

In writing or speaking,
redundancy is typically not
recommended unless you're
really trying to drive a point

3 oMy home. When it comes to your
digital life, however, redundancy is not only
recommended, it's critical.

Redundancy is the term used to refer to data
backups. If you have digital assets that you
don't want to risk losing forever--including
photos, videos, original recordings, financial
documents, and other materials--you'll want to
be sure to back them up regularly. And it's not
just materials on your personal computer, but
your mobile devices as well. Depending on how
much you use your devices, you may want to
back them up as frequently as every few days.

A good rule to follow is the 3-2-1 rule. This rule
helps reduce the risk that any one event--such
as a fire, theft, or hack--will destroy or
compromise both your primary data and all your
backups.

1. Have at least three copies of your data. This
means a minimum of the original plus two
backups. In the world of computer
redundancy, more is definitely better.

= I'm thinking about storing financial documents in the
" ¢ cloud. What should I know?

disaster in one area won't result in an
irretrievable loss of data?

* Review the provider's service agreement and
terms and conditions. Make sure you
understand how your data will be protected
and what recourse you have in the event of a
breach or loss. Also understand what
happens when you delete a file--will it be
completely removed from all servers? In the
event a government subpoena is issued,
must the service provider hand over the
data?

« Consider encryption processes, which
prevent access to your data without your
personal password (including access by
people who work for the service provider).
Will you be using a browser or app that
provides for data encryption during transfer?
And once your data is stored on the cloud
servers, will it continue to be encrypted?

« Make sure you have a complex system for
creating passwords and never share your
passwords with anyone.

What's the best way to back up my digital information?

2. Use at least two different formats. For
example, you might have one copy on an
external hard drive and another on a flash
drive, or one copy on a flash drive and
another using a cloud-based service.

3. Ensure that at least one backup copy is
stored offsite. You could store your external
hard drive in a safe-deposit box or at a
trusted friend or family member's house.
Cloud storage is also considered offsite.

If a cloud service is one of your backup tactics,
be sure to review carefully its policies and
procedures for security and backup of its
servers. Another good idea is to encrypt (that
is, create strong passwords that only you know)
to protect sensitive documents and your
external drives.

So at the risk of sounding redundant (or driving
the point home?), a good rule for data backup

is to have at least three copies on at least two

different formats, with at least one copy stored
offsite. And more is always better.
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