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Courtney and I had a very interesting experience this past July. We were invited by a good friend and longtime
client to go to Singapore to make a presentation to his friends and colleagues. Chin has spent his career work‐
ing in international business and continues to split time between the US and Asia. It was a wonderful experi‐
ence and we were appreciative of him being our host.
Visiting a country that I have read and heard much about was exciting. It was one thing to read about a country
and another to spend time there. A few days does not make one an expert on anything, but it was a learning
experience. I have always been told Singapore is beautiful, safe, and clean. All were true. With over 5 million
people living in about 250 square miles, it is obviously crowded, but I never felt overwhelmed. For someone
who limits shopping trips to before 9:00am, preferably in early February to avoid crowds, this is quite a state‐
ment. Part of this is that Singapore has learned to build up and make very good use of living and commercial
space. I suspect another part is simply the respect and courtesy individuals have for each other.
Chin was a great host and gave us a tour of the city. We saw many impressive buildings of all types — residen‐
tial, retail, and commercial. We drove through a new part of the city which was reclaimed land from the
ocean. We ate in some wonderful restaurants and I tried eating with chopsticks. Even with Chin’s coaching, it
was a struggle. If I ever want to go on a hardcore diet, all I need to do is eat my meals with chopsticks and I will
lose weight very quickly.
As one of the business centers of Asia and a major port, there is a wide variety of business activities taking
place. As with other major business cities, one can feel the energy. In the few days we were there, we saw and
visited with people from a number of diﬀerent countries. It reinforced my perspective on global growth and the
interdependence of the global economy and markets.
Our presentation went well. The people who attended were interesting, successful, and enjoyable to visit
with. Though thousands of miles away, Singaporeans have some shared concerns as well as some diﬀerences
from our clients in the United States. A shared concern is planning and implementing a retirement plan that
maintains a comfortable lifestyle after retirement.
A diﬀerence is their equivalent to our Social Security system — the Central Provident Fund (CPF). Singaporeans
contribute to the CPF through their employers and the employers match their contributions. Contributions are
substantial, exceeding the contributions to Social Security in the US. The CPF is used almost exclusively for pur‐
chasing or paying for real estate in Singapore — initially for the personal residence and in some cases for addi‐
tional property which can be used as rental property. Because of the CPF and geographic limitations, real estate
is very expensive in Singapore. A 1,000 square foot condo can easily have a market value in excess of one mil‐
lion US dollars. It can be diﬃcult to downsize and use equity in the current residence to help fund retirement.
This is a planning challenge for Singaporeans and like US investors, makes personal saving a very important part
of the retirement picture.
Another shared concern is managing risk/reward in their investments. The Singapore stock market gained over
200% from 2003 through 2007, but from 2008 into March 2009 declined about 60%. It has recovered substantial‐
ly since then, but this, understandably, has led to strong risk concerns for investors, similar to the US. At the
same time, in Singapore, like the US, short term interest rates are virtually zero percent. Money market funds
and short term CDs, theoretically risk free investments, have essentially no return. Inflation rates are currently
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higher than in the US, about 5%. This means that a risk free return where the return is essentially zero really is
not risk free. Think of it this way, if $1,000 at the beginning of the year is still worth $1,000 at the end of the
year, but only buys $950 of goods and services, then it has really declined in value even though the amount is
the same. In this scenario, a 5% return essentially breaks even with inflation. For a real return, a return in excess
of inflation, the return would need to be greater than 5%. This has both financial planning and money manage‐
ment implications.
In our presentation, we emphasized financial planning and money management as opposite sides of the same
coin. One develops, implements, and monitors a plan to reach financial objectives and develops an investment
strategy that meets the financial objectives. An investment strategy that loses money to inflation is not a good
strategy and will not help investors meet their financial planning objectives. Inflation rates are currently low in
the US, but I would not be surprised to see inflation rates in the US increase in the future. Though there are nev‐
er any guarantees on return or performance, our core asset allocation model, the Global Spectrum Model, is
designed to balance risk/reward issues and have a real return over an entire market cycle. Morgan discusses our
current strategy in his article. The ultimate goal of a money management strategy is to enable clients to meet
their long term financial goals.
Singapore was a wonderful experience. Of all the things I took back with me, the one I think of the most is our
meetings after the presentation. In these individual meetings, we discussed all the same issues and concerns
we would with a potential client in the US. Almost 9,000 miles away, we were having a conversation about
helping an individual or couple reach their financial planning and money management goals.
Congratulations Morgan!
Congratulations to Morgan on passing Level III of the CFA (Chartered Financial Analyst) exam this past
June. This is the final exam of the series. Each exam is oﬀered once a year on the same date at diﬀerent testing
centers throughout the world. This is a significant achievement and we are all very proud of him.
Investment Update from Morgan
I’m pretty excited about this fall thing. It suits me. There’s a little chill in the air, some pretty colors in the trees,
no humidity, and if you like, you can indulge in a hot cup of coﬀee during the day without risking heat exhaus‐
tion. Perfectly situated between winter’s hibernation and summer’s blissful activity, fall is the season of reflec‐
tion, and maybe even introspection. As it is, I have been thinking quite a bit about our investment philosophy
and process and how they played out within our decision‐making over the past summer.
Global markets have been rife with volatility over the past few years, and this year has been no exception. Af‐
ter an exceptional start of the year, markets sold oﬀ in May and June as global economic conditions deteriorat‐
ed. In July, European Central Bank (ECB) President Mario Draghi said that the ECB will do ‘whatever it takes’ to
preserve the Euro currency region (Black, Jeﬀ and Jana Randow. “Draghi Says ECB Will Do What’s Needed to
Preserve Euro: Economy.” Bloomberg. 26 July 2012.). Risk assets began to rally on hopes of global central bank
stimulus, and amidst doubts of ability and eﬃcacy, the ECB, the US Federal Reserve, and the Bank of Japan all
announced monetary stimulus in September. Predictably, this sent traders into a frenzy — stocks rose, the US
dollar sold oﬀ, the Euro strengthened, and emerging market assets made gains. This is the point at which we
find ourselves today.
Overall, amidst all of this volatility, our portfolios have largely been quite stable. They fell less in May and June
and correspondingly rose less in August and September. In fact, our portfolios have displayed this characteristic
the last couple of years as they have consistently outperformed in market sell‐oﬀs and underperformed in
broad risk rallies.
This is due to the fact that we actively manage risk within our portfolios. Risk has become a bit of a four letter
word since the 2008 Financial Crisis. However, in and of itself, risk is not a bad thing and can work for investors.
For example, if an investor took on risk in the 1990s by buying domestic equities, he or she did quite well. In
contrast, if an investor bought equities, thus taking on risk, at the market peak in 2007, he or she did not do so
well over the last five years. In our view, as long‐term investors, the key is to be sensible about risk‐taking en‐
deavors. For example, buying tech stocks in 2000 would have been a very stupid idea, though many investors

made this mistake for a multitude of reasons. However, investments in emerging market bonds, a segment of
the market which has historically been deemed risky, have done quite well over the past years and contributed
to our Portfolio performance where used.
We manage risk in a multitude of ways, but the process largely starts with our top‐down global macro research
on the global economy and diﬀerent asset classes. Mainly, we try to invest in markets and asset classes where
we think the potential return could outweigh the risk taken over the long‐term. Put simply, we try to buy asset
classes when they are cheap. Currently, due to rampant and unprecedented central bank action over the last
couple of years, cheap is not a word that aptly describes many areas of the market. Therefore, we find our‐
selves advocating a more defensive portfolio posture at the moment — one that can participate in up‐cycles,
but will not be killed in a market sell‐oﬀ. We firmly believe that there will be a time to take on more risk, and
thus potential return, in our portfolios; however, given the risks we see on the horizon — poor earnings re‐
ports, declining manufacturing indices and global trade, and deteriorating conditions in China — we are com‐
fortable with current allocations.
Tax Update from Ryan
Depending on specific tax circumstances, in most years we typically counsel clients to defer income into future
years. In fact, deferring taxes is a crucial part of most financial plans. But this year may be a bit unique. We have
advised many client to sell appreciated securities based on the potential that capital gains rates may be at their
lowest point for the foreseeable future. If Congress does not come to an agreement on taxes, the current rates
that were set in the Bush administration and then extended in 2010, will expire. That would mean long term
capital gains rates going from the current 15% to 20% in 2013. For those earning over $200,000, the rate would be
just shy of 25%, given the new health care reform law.
If I had to, I would guess that whoever wins the presidency will not let this particular provision happen (at least
for one more year). However, the likelihood that the capital gains rate goes up in the near future is more than
50% in our estimation. That is why it is at least worthwhile to have the conversation to determine if now may be
the time to consider taking a capital gain in an appreciated asset.
On a related topic, we continue to get the question of whether or not to contribute to a Roth IRA versus a Tra‐
ditional IRA. Correspondingly, we are also asked whether it makes sense to convert your Traditional IRA to a
Roth IRA. The answer to those questions is also a question of what you believe your specific tax rate and what
general tax rates will be in the future. Obviously, no one knows the answers with certainty. But we do know
through experience that the vast majority of people are better served by taking the tax deduction today
(Traditional IRA) versus waiting for the tax benefit until retirement (Roth IRA). This may be contrary to what
you read in most media outlets, but the numbers don’t lie. If your tax rate in your working years will be higher
than when your retire, which is the case for most people, a Traditional IRA is the way to go.
Now, don’t get me wrong, there is no real way to know for sure what tax rates will be in the future. That is why
I choose to still contribute an amount to both Traditional and Roth IRAs each year.
The Birds, the Bees, and the Money Tree from Courtney
Going to Singapore with my dad was an amazing experience. Once I adjusted to the sheer number of people in
such a small area, I began to enjoy the city and its people. The diversity is amazing – people from Asia, Europe,
Australia, and the US live and work there. Most of them speak at least two languages, if not more, and are fairly
well traveled. At the same time, I realized how similar we all are regardless of geographic location. We are tied
to our Blackberries and iPhones, we get our coﬀee from Starbucks, and we eat fast food. During our presenta‐
tion to a group of investors, I saw how much they have in common with our US clients. We have many of the
same financial goals – buy a home, provide for our families, send our kids to college, save for retirement, leave
money for our heirs – the list goes on. A few of the people at the presentation brought their young adult chil‐
dren with them which got me thinking on how we talk to our kids about money. I have long thought that we
don’t provide enough financial education to our youth. When I teach Personal Finance 101 at University of Phoe‐
nix, many of my students tell me that they wish their high schools would have oﬀered a similar class. Of course,
we can’t simply rely on the schools to educate our youth on personal finance – the discussion should be had at
home too.

In our Summer Thoughts and Comments, I talked about the challenges younger investors face and the question
I frequently heard – “How much do I need to save?” Along those same lines, there are discussions parents can
have with their children to help them get started on the right foot financially. The last ten years have been diﬃ‐
cult and our young adults have been hard hit by a poor job market, high cost of education, and student loans.
Many kids have had to move home after graduating from college which can be frustrating for the parents and
demoralizing for the kids. However, I wouldn’t wait until your kids are in college to start talking about personal
finance – there are things you can do to help your kids understand personal finance long before they need to
manage their own money.
When kids are young, the discussion of personal finance can start with using an allowance to teach simple
budgeting. For example, each allowance received can be separated into spending, charity, and investment cate‐
gories. If your kids want to buy something, they need to build up the amount in the spending category prior to
purchase teaching kids to use cash rather than credit cards or other short term debt for large purchases. It’s not
bad to be a consumer – we just need to plan appropriately for it. As your kids get older, they can become more
involved in household financial decisions. For example, allow your kids to see how much your household has to
spend on discretionary items (cable television, going out for dinner, vacations, etc.) and ask them to help you
determine where the money will be spent. Perhaps your kids would be willing to go without cable television if it
means a vacation to Disneyworld or an extra week at summer camp. They can also help with selecting which
charities they would like to give money to each year.
As kids get older and head oﬀ to college, a discussion of student loan debt and its impact on their finances once
they start working can be quite helpful. However, since you have already gotten them on the path of budgeting
and making financial decisions, this discussion should go smoothly. The student loan payment is simply another
line item in their budget – it will likely have an eﬀect on how much they can spend elsewhere. Fortunately, they
have already learned how to balance their budget and make decisions on how to allocate their money.
Of course, discussing money does not end simply because your children have entered adulthood. Some of the
toughest conversations can come about when discussing how your money will be distributed when you pass
away. Your children need to understand your financial goals – are you actively planning on preserving wealth to
pass on to your heirs? Or, is your primary goal to use your nest egg during retirement and whatever is left over
will be distributed to your heirs? Many children expect to receive an inheritance so it’s important to be on the
same page with those expectations, particularly if your children are only getting a portion of your wealth with
the remainder going to other beneficiaries such as charities. It is also important to have a discussion regarding
your intentions for that money – if you want your kids to pay oﬀ debt with the inheritance or use it for their
own retirement nest egg, then tell them that is how you would like them to use the money. While there are no
guarantees, expressing your expectations is still an important part of the process.
Finally, our firm understands that it is overwhelming for many children to not only grieve the passing of a par‐
ent but also handle the estate. Fortunately, we are able to help during that diﬃcult time period so your children
have one less thing to worry about. In addition, as you discuss your estate plans with your children, feel free to
call or email us. We would be happy to help them plan their financial future and work with all of you to discuss
how your financial plan can be passed down to the next generation.

