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This year starts a new decade which brings 
with it a sense of anticipation and excite-
ment. We are especially excited to share 
some recent news with you. In the January 
2011 issue of New Jersey Monthly magazine, 
our wealth advisors, Roy Williams, Steve 
Linden and Ken Paul, were named as New 
Jersey 2011 FIVE STAR Wealth Managers*.  
This award brings us a special sense of pride 
as the criteria is based on client satisfaction, 
and fewer than 2% of the wealth managers 
within the New Jersey area were selected for 
this recognition. With that, we’d like to say 
“thank you” to our clients as we truly value 
our relationship with you.  

Although the calendar year has changed, there is still a considerable amount of uncertainty with 
regards to the economy, the new tax laws, and the investment markets. In order to guide you through 
the uncertainty and help you plan properly, we will continue to deliver an array of first-class client ser-
vices and communications in addition to your personal meetings in our office, including:

•	 Quarterly economic update newsletters and webcasts;

•	 Tax reports providing updates on opportunities and changes;

•	 Educational workshops on relevant topics; and

•	 A regular flow of meaningful articles on financial, tax, and estate planning topics.

We continue to strive to keep you informed of the markets and tax laws and we hope you enjoy this 
quarter’s newsletter.

Here’s to a great 2011!

Sincerely,

			   			 

Roy Williams, ChFC		 Steven Linden, CPA		 Thomas McCabe, CPA
Chief Executive Officer		  Chief Financial Officer		  Chief Operating Officer

* The FIVE Star Wealth Managers is an award based on client satisfaction. Respondents evaluate criterial such a customer 
service, expertise, value for fee charged and overall satisfaction. The overall evaluation score is based on an average of all 
respondents and may not be representative of any one client’s evaluation.

February 2011
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Amid stumbles and scares, the U.S. stock market 
finally ended with a second straight year of gains, 
in which the Dow reached levels not seen since 
the fall of Lehman Brothers in September 2008. 
But the final numbers mask what was at times 
another gut-wrenching year for many investors.

Stocks turned in another good year (see chart 
below), with the Dow Jones Industrial Average 
earning 11.1% for the year ending December 31, 
2010 and a total return of 7.3% for the quarter 
ending December 31, 2010. The second half of 
the year was responsible for almost all of the 2010 
stock gains. Since hitting a low on July 2nd, the 
Dow has advanced 19.4%. (Source: WSJ, Bumpy 
Ride for Stocks, December 31, 2010)

Going into 2010, many investors had various 
reasons to be skeptical. Significant losses from 
the financial crisis were still fresh, and after 2009’s 
23.5% gain for the S&P, it appeared to many 
investors that the majority of gains might be over. 
In the spring of last year, most markets fell due 
to the European debt crisis, talks about the tight-
ening of Chinese monetary policy, and the weak 
U.S. economic data.

Then a technical problem happened in the after-
noon of May 6th that sent U.S. markets down 
significantly. In fact, at its afternoon low, the Dow 
dropped almost 1000 points (its biggest intra-day 
point drop ever) before quickly reversing course 
and recovering most of the loss before the end of 

the day. This “flash crash” rattled confidence and 
turned a harsh spotlight on the growing influence 
of high frequency traders and complicated types 
of investing.

Many stock investors decided to sell and began 
to move to the relative safety of U.S. Treasuries, 
pushing bond prices up and their yields down. 
Many investors wondered if the bond market was 
starting to price in the possibility of deflation. 
But that was a risk the Federal Reserve wasn’t 
willing to take. On August 27th, Fed Chairman 
Ben Bernanke mentioned in a speech that the 
Fed would launch a second round of the bond-
buying known as “Quantitative Easing” (QE2) to 
help bring down interest rates. 

Bull Market for 2011?
The debate still rages as to whether stocks are 
overpriced or underpriced given the tense eco-
nomic climate of the past two years and the 
uncertainties that lie ahead. Doubters point to 
low growth, high unemployment, and potential 
inflation, while believers focus on strong corpo-
rate profits and a supportive low-interest Federal 
Reserve.

There are a number of major indicators that 
support the argument that a Bull Market appears 
to be more likely on the horizon than a Bear 
Market. 
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1.	 The economy grew slightly faster than the gov-
ernment previously estimated in the 3rd quarter, 
and forecasters have been raising growth projec-
tions for the 4th quarter and for 2011. The Federal 
Reserve forecasts U.S. growth to be in the 3 - 
3.6% range in 2011. (Source: Financial Planning 
Magazine, January 2011, Outlook 2011)

2.	 The nation’s Gross Domestic Product (GDP) 
rose 2.6% in the 3rd quarter, which followed a 
1.7% growth in the second quarter, according 
to the Commerce Department. Based on these 
numbers, many economists believe that U.S. 
growth will continue. For example, Goldman 
Sachs raised its 2011 U.S. economic forecast 
from 2.5% to 3.4%.

3.	 The American stock market enters 2011 in 
an upbeat mood. In the past 4 months, it has 
increased by 20%. This partly reflects growth 
elsewhere: American companies make a third of 
the profits outside of the United States. (Source: 
The Economist, January 1, 2011, Proceed with 
Caution) 

4.	 There was hopeful economic news at the end 
of 2010 as initial claims for unemployment fell to 
the lowest level in over two years. In addition to 
this, an index of pending home sales rose 3.5% 
for November. (Source: WSJ, Bumpy Climb for 
Stocks, December 31, 2010)

5.	 The decision to continue the Bush tax cuts is 
already producing something the U.S. economy 
needs: optimism. The tax deal, signed into law in 
December, has suddenly made many economists 
and consumers more confident about 2011. “That 
deal was measurably better than I had anticipat-
ed,” said Mark Zandi, chief economist for Moody’s 
Analytics. “I feel sentiment shifting. It feels like 
businesses are ready to turn the light switch on.” 
(Source: Bloomberg Business Week, Suddenly 
the U.S., January 3-9, 2011) This new-found 

optimism is even more striking when compared 
with the rest of the world. Europe appears to be 
stuck in its sovereign-debt problems, while China, 
India and many other emerging countries struggle 
to keep inflation from getting out of control.

6.	 This optimism saw holiday sales up more than 
5.5% from last year, according to MasterCard 
Advisors’ Spending Pulse Report. They are now 
at an all-time high, nearly $10 billion more than 
before the recession. (Source: Time Magazine, 
Holiday Spending Sprees, January 10, 2011)

A key factor in trying to estimate what the market 
will do in 2011 is whether corporate profits can 
resume their high growth mode or whether they will 
continue to weaken as they have done for the past 
2 quarters. The recently passed tax bill should add 
to corporate profitability, but whether it is enough 
to push gains toward the double-digit range is 
still an open question. Although many economists 
believe that it appears that the U.S. economy will 
have stronger growth in the first half of 2011, it is 
too soon to tell if this will be sustainable.

In the U.S., sustaining the economic momentum 
is the priority for now, even at the risk of causing 
inflation. (Source: Bloomberg Business Week, 
Suddenly the U.S., January 3-9, 2011) It is not 
yet clear if the effects of the new stimulus will be 
enough to generate sustainable economic activity. 
This is the main reason that the Federal Reserve 
has announced its second round of so called 
Quantitative Easing (QE2) with a plan to buy $600 
billion of long-term Treasury Securities through 
June of 2011. QE2 is designed to make credit 
more available, help our economic recovery, and 
try to keep interest rates low. (Source: Financial 
Planning Magazine, January 2011, Outlook 2011)

Thus far, the Fed’s plan has had unintended con-
sequences for the bond market—interest rates 
went up and bond prices fell significantly during 
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the 4th quarter. The Fed’s somewhat controversial 
actions show that it is willing and able to imple-
ment programs designed to spur the economy. 
However, the Fed has stated that monetary policy 
alone may not be sufficient to improve the pace of 
the economic recovery.

Some investors have expressed concerns about 
how QE2 might result in the depreciation of the 
U.S. dollar and lead to higher inflation down the 
road. However, if the economy doesn’t add much 
steam, or has significant increases in exports, 
or increased spending by business or govern-
ment, there is also the possibility that the Federal 
Reserve might once again pump money into the 
economy: “QE2” could be followed by “QE3.”

Corporate profit growth has been strong since 
early 2009. Profit margins overall are at or near 
historic levels. Higher productivity is a key cause 
of these high margins. Businesses have learned 
to produce more with fewer workers and produc-
tivity has increased without having to add to pay-
rolls. Many companies were able to increase profit 

margins even as costs of commodities increased. 
As economic growth continues, businesses will 
probably have to increase their payrolls. Another 
major advantage of the current economy is rock-
bottom interest rates, which heighten the relative 
appeal of stocks.

Another factor on the “Bull” side is the market’s 
price-earnings or P/E ratio at 13 times projected 
2011 earnings, which illustrates that stocks do 
not appear to be excessively valued, especially 
relative to bonds and cash. That means the strong 
gains in share prices were due to higher corporate 
earnings, not any “irrational exuberance” on the 
part of investors.

The U.S. consumer will likely be a major wildcard 
in 2011. Despite high unemployment, lingering 
global economic turmoil, and endless bickering on 
Capitol Hill, many U.S. consumers appear ready 
to shoulder the hefty 70% share of the economy 
they typically bear. It has been very clear, accord-
ing to JPMorgan’s Michael Cemblaest’s words, 
“The world’s largest economic force – the U.S. 
consumer – is coming to life.” (Source: Nick 
Murray, January 2011, page 5)

Until recently, a chronic lack of lending to busi-
nesses was seen by economists as one of the 
obstacles to a healthy recovery. Some big U.S. 
banks are starting to increase their lending to 
businesses as demand for loans rises and health-
ier banks seek to grab customers from weaker 
rivals. After declining steadily for the past two 
years, the amount of commercial industrial loans 
held by commercial banks increased during 
the last two months, according to the Federal 
Reserve. (Source: WSJ, Banks Open Loan Spigot, 
December 30, 2010) 

An uptick in business lending is an optimistic sign 
for the economy and can help to make the recov-
ery self-sustained. Such loans likely will be used 
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by businesses to expand their operations, which 
could lead to new jobs and eventually to increased 
borrowing and spending by hired workers.

Another major case for being bullish: President 
Barack Obama has many reasons to repair rela-
tions with corporate America, but the most impor-
tant one is that unemployment remains stubbornly 
high. U.S. non-financial businesses are sitting on 
nearly $2 trillion in cash and liquid assets—the most 
since WWII—and President Obama wants them to 
use it to create more U.S. jobs. After all, having all 
that money sitting around isn’t doing much to help 
the economy recover, and it isn’t helping the busi-
nesses much either, since it’s earning about 0%. 
(Source: Nick Murray, January 2011)

Most of this money has accumulated over the last 
couple of years due to increased profitability. Where 
will this cash go? Many corporations are looking 
to expand. With the new confidence in the global 
economy, some companies are focusing on the 
faster-growing economies of Asia, Latin America 
and Africa, rather than the sluggish markets of 
Europe and the U.S. Other companies plan to 
enlarge existing operations with new equipment, 
products, factories and research labs. Cash will 
likely go into investments, new plants and equip-
ment, hiring, increased dividends, mergers and 
acquisitions, and share repurchases. Each of these 
is very positive for the economy, earnings, and ulti-
mately stock share values. Please see the chart on 
the previous page on how companies have been 
accumulating cash as the economy rebounds.

“The Administration took some positive steps 
recently, striking a bipartisan agreement to extend 
current tax rates, moving the ball forward on the 
U.S.-Korea free trade agreement, and reaching 
out to the business community,” says Thomas J. 
Donohue, the president of the U.S. Chamber of 
Commerce. “We’re not going to agree on every-
thing, but there’s a lot we can get done for the 

American people.” (Source: WSJ, “President Revs 
Up Campaign…” A6, January 7, 2011)

The change in tone comes after more than a year 
when many business leaders complained about 
the relations with the White House. Unfortunately, 
President Obama and the business community 
still have substantial disagreements. Healthcare 
and financial market regulations still upset many 
groups and the oil industry and other related 
industries are unhappy with moves to limit off-
shore oil exploration. (Source: WSJ, “President 
Revs Up Campaign…” A6, January 7, 2011)

Bear Market for 2011?
Even with all of these positive arguments that 
the economy should improve for 2011, we all 
know that improvement is not guaranteed by any 
means. There are still major areas of concern that 
investors need to remember. 

While the economy is nearing a peak it reached 
before the crisis, and the recent economic data 
were mostly positive surprises, the economy is far 
from healthy. The growth rate is below the long-
term average, and job growth is not strong enough 
to keep pace with the natural growth of the labor 
force, much less reduce the number of people who 
are unemployed and underemployed. Some econ-
omists believe that wage growth is also likely to 
remain low, and perhaps even negative, because 
of the large number of people looking for jobs.

High unemployment, tripling federal, state and 
local budget deficits and debt problems in Europe 
have kept many investors on the sidelines. Two 
definite risks to consumer spending are (1) if 
strained state and local governments are forced 
to lay off more workers than previously expect-
ed, and (2) if energy prices continue to rise (the 
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average price for a gallon of gas in January has 
topped $3 for the first time in two years). 

Other major problems facing us today include:

1.	 Social Security funding – yearly surpluses may 
turn to deficits in a couple of years, raising con-
cerns about higher taxes and/or lower benefits.

2.	 Medicare funding – already facing yearly defi-
cits, the program will now have the added burden 
of an additional 10,000 people per day reaching 
age 65 and qualifying for benefits.

3.	 State and local pensions – many of these 
programs are vastly underfunded and will put 
increasing pressure on local budgets, which may 
result in higher taxes and reduced payouts.

4.	 Political stalemates – the lack of political com-
promise in Washington doesn’t bode well for the 
future.

Another important area to remember is the subject 
of confidence. Any fresh shocks to confidence on 
any of these topics may prompt consumers to 
start saving more and spending less. 

Unfortunately, many economists believe that 
much of the public is focused on the “fear factor” 
while ignoring fundamental signs of strength in 
the equity markets. Unfortunately, a daily diet of 
journalistic pessimism has made many Americans 
feel like we are experiencing a catastrophe. 
(Source: Mike Harvey)

International Equities
International equities had a wide variety of invest-
ment performance in 2011, especially when you 
compare the developed market international 
equities, which posted a twelve-month return of 

3.3%, to the emerging markets, which managed 
to achieve very strong equity returns of 20.2%. 
Although a global growth recovery appeared to be 
gaining further traction, there were signs that this 
might have some problems in the near future. For 
example, several countries (e.g., China, India and 
Australia) took steps to temper inflationary pres-
sures by reining in strong economic growth, while 
others, particularly in the European Union, grap-
pled with massive government deficits and dete-
riorating economic growth prospects. (Source: 
Marsico, International Equities)

Note that most international markets managed 
to tack on impressive gains despite an anemic 
recovery and a host of unexpected crises. “Not 
only did the world not end, but we realized the 
world can stand some misfortune and still turn 
forward,” said Jeffery Knight, head of Global Asset 
Allocation for Putnam Absolute Return Fund. 

Gross Domestic Product
The accompanying chart shows the growth per 
capita in the United States from the Civil War 

to 2009 (the last 
year for which the 
figures are complete). 
(Source: Nick Murray 
Interactive, January 
2011) As you can 
see, the calculation is 
adjusted for inflation 
and is in real 2009 
dollars. This is one of 
the greatest accom-
plishments in the 
history of economics. 
And our GDP is nearly 

three times larger than that of China, which has 
four times our population. Please also note that 
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our GDP is very close to that of Europe, which has 
60% more people.

In 2009, the U.S. GDP was $14.1 trillion compared 
to the world’s GDP of $57.8 trillion. (Remember 
that the U.S. has 4% of the world’s population.) 
The next largest economy in the world is Japan, 
with a GDP of about $5 trillion, which is only 
about a third the size of the United States. The 
United States makes up 5% of the world’s popu-
lation, but generates 25% of the world’s Gross 
Domestic Product. (Source: BTN, November 8, 
2010 - Census Bureau)

Although China still grows, the United States will 
still produce more than Japan and China com-
bined. Simply put, America produces more with 
fewer workers.

Job Growth
Job growth will continue to be a front-page issue 
going forward. Despite the best efforts of industry 
and government, unemployment has remained 
above 9% since May of 2009—the longest stretch 
above that threshold since the Great Depression. 
It is anyone’s guess on how long it will take to 
reabsorb the 7 million jobless workers we have 
now, and for unemployment to fall to about 6% of 
the workforce. 

Companies in the private sector added 297,000 
jobs in December, according to payroll processor 
Automatic Data Processing Inc. and consulting 
firm Macro Economic Advisors, LLC. The gain 
was the largest in the report’s 10-year history, and 
nearly tripled many economists’ forecasts. This 
report, along with recent declines in new claims 
for unemployment benefits, fueled optimism that 
economic growth is picking up. 

But a key question still remains: Will job creation 
finally pick up? Employers have added only about 
a million jobs to their payrolls in the past year, a 
fraction of the 8.4 million jobs lost in the two years 
before that. 

Housing
Most economists agree that a lasting general 
recovery is unlikely without a recovery in the 
housing market. Last week’s Case-Shiller report 
showed that house values are still declining at a 
double-digit annual rate across the country. The 
best we can hope for is some degree of stability, 
without much increase in real value. The question 
is whether fresh declines may bring more buyers 
into the market. Ultimately, that would be good 
for housing, even if price declines prove painful.

The Obama Administration is expected by the 
end of January to put together a housing plan 
expected to deal with housing giants Fannie Mae 
and Freddy Mac. It is still unknown how much of 
a government backstop for mortgages the gov-
ernment may propose. (Source: WSJ, Housing 
Market Facing Blizzard, December 29, 2010)

The sudden jump in Treasury yields has driven 
30-year mortgage rates above 5%, keeping pres-
sure on the struggling housing market and coun-
tering the Federal Reserve’s efforts to help the 
economy. Even with rates hovering at historically 
low levels, any rise is likely to weaken housing 
demand, putting more pressure on sellers to cut 
their asking prices. A general rule of thumb holds 
that every 1% increase in rates effectively raises 
home prices for buyers by roughly 10%. 
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Tax Law Changes
The uncertainty of the tax laws also caused sig-
nificant headaches for many investors. The final 
decision regarding the tax rates was not made 
until the end of the year. Very few uncertainties 
appeared to be worse than the uncertainty of the 
tax rate changes. Since this is no longer an out-
standing item, this is also another argument for 
a bullish 2011. (Source: Nick Murray Interactive 
January 2011)

The battle to extend the Bush-era tax cuts was 
politically divisive, and the process agonizingly 
prolonged. Yet the decision to continue the cuts, 
and throw in a few others, is producing something 
the U.S. economy needs: optimism. 

The most important point to remember is that last 
year’s 11th hour tax changes, though favorable 
for most, are temporary. After 2012, many provi-
sions are set to go back to what they were before 
2001 and a few even expire this year. That raises 
the dreary possibility that in less than two years 
we will have a replay of last year’s tax debates, 
but in the middle of a presidential campaign. We 
will see how that pans out.

Meanwhile, here are some important changes for 
2011:

•	 Income taxes. This year’s low tax rates are 
carried over from last year and expire at the 
end of 2012.

•	 Tax rates on long-term capital gains and stock 
dividends. These tax rates will continue at his-
toric lows—for taxpayers in the 15% income 
tax bracket and below, the rate is zero; for 
taxpayers in the 25% bracket and above, the 
maximum rate is 15%. This expires at the end 
of 2012.

•	 Estate and gift taxes. The top rate is now 35% 
and the exemption has been increased to $5 
million for individual state and gift taxes. This 
also expires at the end of 2012.

•	 Payroll taxes. Last year’s big surprise was 
a temporary 2-percentage point cut in the 
employee’s share of Social Security tax, saving 
a maximum of $2,136 per worker.

Bonds
Some financial advisors say bond investment 
may pose a bigger risk to investors in 2011 
than stocks. That is because many investors 
are becoming more optimistic about the U.S. 
economy and economic growth can lead to infla-
tion and higher interest rates, which are inversely 
related to bond prices. Long-term bonds tend to 
lose the most value during interest rate increases, 
so many advisors have been reducing their hold-
ings in this area and instead buying bonds that 
have shorter-term maturities. We have positioned 
portfolios toward the shorter term maturities to be 
more defensive in bond portfolios. 

Normally investors put their money in bonds when 
they are very worried and often after they have 
taken such a beating in stocks. Eventually that 
concern subsides, only to be replaced by greed. 
That is when investors often spurn fixed income 
investments and start buying back stocks. Then, 
when another market cycle ends, they often 
get nervous again—and the fear-greed seesaw 
repeats itself.

At least, that is the way it usually works.

So what should the prudent investor do? Bonds 
are an essential part of a conservative portfolio: 
they provide income and are usually more stable 
than stocks. If you are retired and relying on 
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investment income to pay the bills, in most cases, 
it’s not appropriate to invest only in equities. 
Unfortunately, the Federal Reserve’s strategy of 
keeping short-term rates near zero has made it 
impossible to earn very much on your cash. 

Let’s now talk about Munis. The municipal bond 
market is suffering one of its periodic selloffs. There 
have been many concerns recently regarding the 
fiscal plight of state and local governments, and 
some continue to argue that defaults on debt obli-
gations will increase dramatically. Although this is 
a matter of debate, many economists believe that 
states and the vast majority of local governments 
will take the actions necessary to balance their 
budgets and ensure full and timely payments on 
their general obligation debt. While the Federal 
government continues to provide assistance to 
state governments, direct aid is declining. Without 
additional federal aid, states will have to balance 
their budgets by cutting spending and off-loading 
costs to local governments. (Source: BlackRock, 
December 2010)

Pension liabilities are major concerns for many 
state and local governments given their declin-
ing asset values and funding pressures. Union 
contracts and associated pension benefits may 
cause higher rates of local bankruptcy. Taxpayers 
face as much as $3 trillion in unfunded state 
workers’ retirement liabilities, according to a study 
by the University of Rochester and Northwestern 
University. Soaring pension costs are igniting 
political fights nationwide. In fact, the cost of gov-
ernment pensions could become one of the defin-
ing policy issues of the coming decade. (Source: 
BlackRock, December 2010) 

Ben Bernanke earlier this month ruled out a 
Central Bank bailout of state and local govern-
ments strapped with big municipal debt burdens, 
saying the Fed had limited legal authority to help 
and little will to use that authority. In fact, he said, 

“The states should not expect loans from the 
Fed.” 

Inflation vs. Deflation
Will it be inflation or deflation? Either could be 
damaging to businesses. Inflation allows rising 
costs to eat into the bottom line. In contrast, 
deflation causes consumers to cut back on pur-
chases as they wait for prices to drop further, 
often leading to more layoffs, less demand and a 
spiral of sliding prices. 

Our high deficit level leads many economists to 
believe that inflation will soon be much higher, 
even though the current inflation level remains 
extremely low. (Source: Financial Planning 
Magazine, September 2010) However, others 
believe that there is so much unused capacity in 
the United States it won’t happen for at least a 
couple of years.

Conclusion
As you have read throughout this report, there 
are major indicators that the economy is recov-
ering, but many concerns remain. Although, in 
our opinion, things look better than worse—the 
glass is half full, not half empty—we know that 
the financial markets will give us some problems 
at some point in the future. 

One thing that has changed in 2011 is control 
of Congress, which will be split between a 
Republican House and a Democratic Senate. This 
will most likely produce political gridlock in the 
Nation’s capital. Although some observers think 
that gridlock will be good for stocks because 
Congress won’t be able to enact laws that could 
harm business, it could be a negative if lawmak-
ers are unable to address a financial emergency.
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It appears that the current economy is missing 3 
important engines that drove our economy in the 
good times in the recent past. They were:

1.	 A booming stock market

2.	 Surging home values

3.	 Rapidly growing personal debt (leverage)

Once you take these away, the best we can hope 
for is to cruise along without any real problems. 

This puts even greater weight on making careful 
plans and working hard to carry them out. Most 
people will not be able to borrow their way out of 
financial difficulty, or get a “bailout” from capital 
gains or increased home equity. Most of us can 
still reach our financial goals, but it will take more 
work, more discipline and more time. 

While the mood is much improved from only a 
year ago, many executives fear that the cost of 
energy, raw materials and other commodities will 
keep rising, and that high unemployment will con-
tinue to restrain consumer spending. While the 
credit crunch that helped lead to the recession 
has eased, some investors remain jittery about 
the threat of trade barriers and volatile currency 
exchange rates.

Profit growth for corporate America might slow 
in 2011 partly because some companies will be 
up against tougher year-early comparisons and 
partly because higher sales are prompting them 
to invest more in plants and equipment and in 
some cases, hire more workers.

The degree of both confidence and planned 
spending varies across industries. Companies 
with the greatest global reach, particularly in 
emerging nations, appear to be the most bullish, 
while those largely dependent on U.S. consumers 

appear to be the most reserved. (Source: WSJ, 
January 3, 2011, Big Firms Poised)

The conclusion today is similar to what we’ve had 
in the past - whatever you do, make sure that you 
are properly diversified so that no matter what the 
actual outcome of this economy ends up being, 
you will be in the best possible financial position.  
As always, we are here to answer any of your 
questions. We look forward to discussing your 
finances with you soon. 

P.S. Boom, Baby Boom! A recent report from the 
PEW Research Center indicates that, beginning in 
2011, about 10,000 people a day will reach 65, and 
that this rate will continue for the next 19 years.

P.S.P.S. We have been very fortunate in that many 
of our best clients have introduced us to some 
other high quality people who we have assisted 
and became clients. If you know someone that 
you feel can benefit from our services, please give 
us a call.

Note: The views stated in this letter are not necessarily the opinion of 
LPL Financial and should not be construed, directly or indirectly, as an 
offer to buy or sell any securities mentioned herein. Investors should be 
aware that there are risks inherent in all investments, such as fluctuations 
in investment principal. With any investment vehicle, past performance is 
not a guarantee of future results. Material discussed herewith is meant for 
general illustration and/or informational purposes only, please note that 
individual situations can vary. Therefore, the information should be relied 
upon when coordinated with individual professional advice. 

Due to volatility within the markets mentioned, opinions are subject to 
change without notice. Information is based on sources believed to be 
reliable; however, their accuracy or completeness cannot be guaranteed.

Indexes cannot be invested in directly, are unmanaged and do not incur 
management fees, costs or expenses. No investment strategy, such as 
asset allocation, can guarantee a profit or protect against loss in periods 
of declining values. International investing involves special risks not 
present with U.S. investments due to factors such as increased volatility, 
currency fluctuation, and differences in auditing and other financial 
standards. These risks can be accentuated in emerging markets. 

There is no guarantee that a diversified portfolio will outperform a non-
diversified portfolio in any given market environment. 

This optimism about the future does not minimize the fact that we have 
gone through one of the worst economic periods in market history. 
Remember that equity markets are volatile and an investor may lose 
money and there is no guarantee that securities will appreciate. This 
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material contains forward looking statements and projections. There are no 
guarantees that these results will be achieved. 

In general, the bond market is volatile, bond prices rise when interest 
rates fall and vice versa. This effect is usually pronounced for longer-term 
securities. Any fixed income security sold or redeemed prior to maturity 
may be subject to a substantial gain or loss. The investor should note that 
investments in lower-rated debt securities (commonly referred to as junk 
bonds) involve additional risks because of the lower credit quality of the 
securities in the portfolio. The investor should be aware of the possible 
higher level of volatility, and increased risk of default.

Municipal bond offerings are subject to availability and change in price. 
If sold prior to maturity, municipal bonds may be subject to market and 
interest risk. An issuer may default on payment of the principal or interest of 
a bond. Bond values will decline as interest rates rise. Depending upon the 
municipal bond offered, alternative minimum tax and state/local taxes could 
apply.

Investments in real estate have various risks including possible lack of 
liquidity and devaluation based on adverse economic and regulatory 
changes.

Sources: Wall Street Journal (10/25/10, 11/4/10, 11/13-14/10, 11/16/10, 
11/20-21/10, 11/18/10, 11/29/10, 12/10/10, 12/14/10, 12/17/10, 12/23/10, 
12/29/10, 12/30/10, 12/31/10, 1/3/11, 1/6/11, 1/7/11, 1/8-9/11, 1/10/11, 
1/13/11), Barron’s (11/8/10, 1/3/11), Money Magazine (Jan/Feb 2011), 
Bloomberg Business Week (10/18-24/10, 11/18-14/10, 1/3-9/11, 1/10-
16/11), Kiplinger’s Personal Finance (1/2011), By The Numbers (1/8/10), 
Fortune Magazine (12/27/10), Investment News (111/10, 11/15/10), 
The Economist (9/4/10, 10/30/10, 12/18/10, 1/1/11), Forbes (12/20/10), 
Nick Murray Interactive (January 2011), Financial Planning Magazine 
(September 2010, January 2011), Time Magazine (1/10/11), MDP, Inc. This 
material was prepared for Prestige Wealth Management Group’s use.
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Send LESS to the IRS®!

Need help preparing your taxes? 
Call 888-415-1099 or email pwa@prestigewag.com for 

Expert Individual and Business Tax Return Preparation
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