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Long-lerm/ Care Insurance: (1o Buy or Not to Buy
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by Matt Bell

Ot all the emjoyable ways you could spend your fime,

ou may experience toward the end of vour life is prob-
hbly pretty far down the list. The unpleasantness of the
taken the time to have a will drafted, according to a sur-
vey by Lawyers.com. Faithful stewardship, however,
requires that yvou consider all spass i

most sizeable Kingdom investments could be made.
One of the greatest financial threats vou will face

toward the end of life is that of medical costs devouring,

much of your life savings. To manage that risk, a small
I ; I : 1 ine fl 1

with Tong-term care insurance (I.TCT). Should you join

them? Tf so, with premiums rising quickly, can you affor

What's af stake
\ I . ino 1 in 2010, al 1

ercent were covered by long-term care insurance, according

At first glance, it’s easy to understand why carrying long-
term care insurance is becoming more common. A study by

he Department o h andHuman Service On-
Fluded that people who reach a@#c5W8 ve a 40) percent

ea

. . . —
N ne_home 0 he A en heap. Accord-

-
ng to the Genwort RAW! of Care Survey, the
median cost for a private room in a nursing home is $222 per
Hav, or more than $81,000 per vear

mancia

EBRI research shows just how quickly those costs can
Hevastate household wealth. Tt found that median household
Ith (including I ity) for tl I Iasl

hmount of time in a nursing home (between one and 30
Hays) is about $108,000, but those who stay for six months

it? Those are questions we hope to help vou answer with

i t t wine j Mt f]]:lan ‘]‘a”l[ !!l]th med]an wea th drﬂp-

his_article

ing all the way to about $5,500. {continued o page 31|
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which the II.S. Open champion Walter Hagan plays the younger
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and be totally pleased with our perfarmance.
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prone, Hagan runs away with the match. Afterwards, he con-

ides in Jones: “T dont always hit the ball straight, but you know

pood steward is—if T may use the term for purposes of illustra-

2 3 » » 5 : ars
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Most of us have seen unlikely turnarounds in sports. During

pot up and kept going; so can you. You might even want to take

the recent Olympics, for example, the T.S. women’s soccer team

h few tips from the athletes who have learned how to recover

rallied from being a point down against Canada on three sepa-

rom setbacks. If you listen to their interviews, there’s a common

rate occasions before finally prevailing on a dramatic last minutg
roal. The victory propelled them into the tinal match where they

hread that goes through their description of how they overcame

their poor starfs.

\ 3 - 3, 3

emarkable ability to put their failures behind them —block the

adness” and a lineup of games that invariably include several

buf—and concenfrate on the task immediately at hand.

beemingly impossible comebacks. Because of the many stunning
e-week event the mos

recoveries, sportswriters often ca

b

2. Play the next play. The most important thing is to focus on|

Or how about one of my all-time ite “recovery” stories,

7

irst three games of their league ¢ ip series with the

ollow their training. Fe received training over

he vears as to how to execute the task at hand, and they know if]

Y. Yankees, they were trailing in game tour with only three ontd

ktanding between them and the end of their season. But, improb-

s essential to stay faithful to thaf training. When the pressure is

hbly, they recovered. They came back to win that game, and,

m is no time for untested strategies or spontaneous innovations

Instead, it's essential to concentrate on doing simple things well,

Fhockingly, the next three as well. In stunning the Yankees, they

became the first team in baseball history to recover from an (-3

Heficit in a league championship and win four straight to claim

the title (and eventually the World Series, their first in 86 years).

4. Persevere. Fssentially, this means repeating the first three

¥ o
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n the same direction.” 1t's called being faithful.

Sports fans can talk for hours about amazing comebacks. But

) 8 G 1 3 : T 9
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bxperiences. Since this is a financial newsletter, let’s move the

hat direction. OFf ardship (and f

we'll have a lot in common with the apostle Paul (who knew a

L

nvesting duties that come with it) is not a game. Tt's quite seri-

Wi bhandle thi bili 1L we heln furtl

(zod’s kingdom —and also earn "Well done!l” praise and eternal

¥
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rarry out our duties with pertection. We can tfall behind where

n a0, 1ter 1 3,

All T should be, but Tam focusing all my energies on this one
. — - — .
hhead, I strain to reach the end of the race and .
receive the prize for which God, through
Christ Jesus, is calling us up to heaven” : BY
o i AUSTIN PRYOR
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hat, on average, someone who 1s 65 years old today will need

ong-lerm Lare Insurance: [o Buy or Not to buy

bMI members agreed fo share their perspectives on how they

rame to their decisions abont long-term care insurance. Take

Dh-year old Robert, for example. Despite the potential financial

some type of long-term care services and supports for three
vears. The site also notes that while about one-third of today’s

heed care for longer than five years.

As for how many of those people will require mnursing hotie

risk, and the ready availability of LTCI through his employer,

rare, that’s where the statistics get murkier. The previously

e’s nevertheless decided to take a pass. He said he just doesn’f]

slieve 1 1 ag .

n_one; [ will never go into one. Obviously, [ am young enough

that most will feel Tjnst am not in fune with the risks. Only
Hme will tell.”

i i v

ercent chance of entering a nursing home —does not mean

r

r
Hoes the need for nursing home care mean such care will neces-

According to Prescott Cole, Senior Statf Attorney at Califor-

Fare. The hest we can do is 1ise available informalion fo assess

wir risk, staying mindful of the biblical mandate ta provide for

hia Advocates for Nursing Home Reform, 67 to 70 percent of

seniors who go into a nursing home are discharged within 90

bur tamilies ("He who does not provide tor his relatives, and

. T | o ) 11

worse than an unbeliever” =1 Timothy 5:8). The two main risk
actors to weigh are health and finances

Hays, and after twa years less than six percent of those admitted

will still be there. According to the Census Bureau, out of ap-

- mately 40 million Americans aze 65 0r old v 1

han four percent currently live in nursing homes.

Assessing your health risk

A natural starting point in assessing vour probability of

3, . Y o) \ 5

Gregg Fasterbrook,

etter understand your own risk of needing long-term care, takg

= r i —

ents and grandparents live? Is there a family history of serious

g7 1 e SIMer 1§=

pase? According to the Alzheimer’s Association, the risk of

[T T

amily member who has had it.

, those who pay for

‘and they will confess to anything.”

to the task of calculating the odds that you will need long-term
fare one dav, each with its own wav of framing the discussion.
[ et's look at some of the most widely used numbers.

v i ing F -

Care Information (www.longtermcare.gov), a site developed by

the T1.S_ Department of Health and Human Services, about 700

ion dollar nest egg is one thing; carrying that same health risk
without much money in savings is quite another.
Clyde, another SMIT member, described his decision to buy

" . . .
7 “ -] 3 s &t 3

kurvivor benefit—and not much money in personal savings

ercent of people now age 65 and older will need “some type

ST . their Tif — I

motivation. “I was looking at it, and I thought, “What happens i

ack the statistics onion, it’s important to understand what is

s " S o 51 aa}]

vided, and how lTong it is usually needed.
Catchall ferm that encompasses "a range of services and sup-
orts you may need to meet your health or personal needs over

have to go into a long-term care facility?” She could end up

with nothing.”

Jerry also decided ta buy a palicy, but said, “Tt was not a
Clear-cut decision.” In part, he was motivated to buy a policy
hfter hearing financial teacher Dave Ramsey weigh in with his

typically emphatic advice that everyone age 60 or older should

h long period of time. Most long-term care is not medical care,

e o YAT s hasic ners k< of every

ife, sometimes called “Activities of Daily Living,” such as:

2gq] 1 ) a3 >

br chair), caring for incontinence, and eating.”

It'si ant keep in mind t]]at][‘.ng-tE]:m care is noft

hecessarily synonymous with nursing hame care. In fact, Medi|

Fare reports that the majority (70 percent) of people needing
ang-term care are cared for in their own homes by family or
friends.

In_terms of length of care, the Clearinghouse site reports

—
he woman suffers from Alzheimer’s disease. The man told

[ I 1d1 I o iallv d Ated witl
. TCT policy.

Wwon't the government help?

This is an area of much confusion, with many people
wrongly assuming that Medicare will pay for a nursing home

) &) 2 e 8} & -

Fr,rz;m for people age 65 and older, typically does not pay for

ar

r

&
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ills. That means it would cover nursing home care if you were

onger the elimmahon period, the more of the inihal costs you

there for rehabilitation purposes or post-acute care. In those

pay and the less expensive your policy.

Cases, Medicare usually pays for the first 20 days and part of
the next 80 days. The same is frue for most private insurance.

Medicare may also provide short-term home health care if you

¢+ Daily benefit. This is how much the policy will pay per

Hay. Options usually range from 550 to $250.

hre recovering from an illness or injury, as well as hospice care

fyou are in the Iast stage of a terminal illness.

will Tast once you start using it. Options range from one year td
the rest of your life, although unlimited lifetime coverage is

Medicaid, on the other hand, is a state and federal govern-

ment program that pays for certain health and nursing home

3 y

ecoming harder to find, and even if you can find if, the premi

1ms may be cost-prohibitive.

« Inflati The 1 . licios

those with little or no inflation protection. However, at the rate)

btates, it also pays for long-term care services at home. Eligibil-

ity and what services are covered vary by state The quality of

that healthcare costs are climbing, choosing a lower level of

Fare may vary as well, as only certain nursing homes are Med-

nflation protection is, in essence, choosing to increasingly

caid-approved
Residents of 40 states have access to long-term care ”part-

P s g . S T}

ong-term care without having to first use up all their assets

Qa}aing for care. If }fﬂ_” live in one of those states IO]][:]]'ESE a

It you decide to buy a policy, make sure you receive an

7 — . ¥ N . . L — R A

terms, and limitations. Look for at least one year of nursing
home or home healthcare coverage, the right to cancel the

olicy for any reason within 30 days of purchase with a full

qualifying I'TCT policy, and continue to need care after your

balicy’s benefits are used up, then vou can keep assets valued

refund of preminm, and a guarantee that the policy cannot be

ht the Medicaid limit plus the value of the benefits you receive

rancelled or terminated because of your age or health (physica

hnd still qualify for Medicaid

nderstanding the cost of long-term care insurance

Key factors that affect the price of long-term care insurance
° 0 AP nea 1, AT ne "'l‘ () [
¢ Age. The younger you are, {8 m 8 likely you are to
malify for an TTCT policy and the less@@pensive your monthly

hnd mental) Also consider a “shared care” rider that gives ym

hnd vour spouse access to each other’s benefits if you use up

MV OTIT OWTIL.

remiums will be. Of course, you eaple are likely to pay

S1NY ne

ather than pay the premiums for a policy, vou're likely to
tome out ahead if you invest that money instead.)

ave simply underestimated the costs of providing benefits.
IAdditionally, low interest rates have limited what insurers

The risk in waiting to buy a policy is that you may develop 3

barn_on the premiums they collect. As a result, some of the

medical condition that disqualifies you from coverage. Accord-

higgest players, such as Prudential and MetLife, have exited

AATTCI), the percentage of people applying for LTCT who are

iccepted declines with age. Underwriting standards are also

bradually becoming stricter. The AALTCI reports that 11 per-

brs that are highly rated by Moody’s Investors Service, Stan-

rent of applicants under age 50 were denied in 2010, up from
seven percent in 2007; 17 percent of applicants in their 50s were|

Henied, up from 14 percent; and 24 percent of those in their 40s

were denied, up from 23 percent.

* Health. Evidence of chronic conditions often prevents

hpplicants from obtaining coverage. People with diagnosed

ar oor’s, and A.M. Best Company, and who conduct

Hignificant business in your state.

Keep in mind. 1 ] . S

wour rates. While they can’t single out individual policyhold-
brs, they can seek approval from state regulators to raise rates

hn groups of policyholders, such as those who opted tor a cer-

emory loss or arthritis are almost always denied, and insurers

hre getting fougher on osteoporosis and diabetes, experts say.

tain Tevel of inflation protection or those with Tifetime benefits.

v the same token, survivors of some conditions have been ablg

to purchase policies if they can show that their condition is

inder control. These conditions include cancer, bypass surgery,

Crohn’s disease, congestive heart failure and forms of hepatitis,

Besides your age and health, the level of benefits you choose

will impact how much you pay, including;:

¢ Elimination pEI]ﬂd {51m1|a[ toa dednctible) his is the

humber of days that you need to be in a nursing home in order

If vou buy a policy and get hit with a hefty rate hike, most

insurers will allow vou to temper the increase in exchange for

h_decrease in henefits

farrying long-term care insurance.

. o a & )

the cheapest insurance is self-insurance. The key here, of

or coverage to begin. Options range from zero to 180 days. Tha

I i 2] C &l
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ng to the Society of Actuaries, $2 million is generally the

hmount of savings needed in order to be adequately self-

avings of less than $25(0,000 may be better off without a long-

So, should you purchase a long-term care insurance policy?”
As you can see, there is no one-size-fits-all answer to that ques-

Hon. To a great degree, it depends on how you weigh your

y e T 1

term care insurance policy. The assumption here is that those

eople will have such modest retirement income they they

will not be able to afford LTCT premiums. Plus, if thev need

ong-term nursing home care—at an average annual cost of

them eligible for Medicaid.

It's also very helpful to plan for a Tower cost of Tiving by

: .

h5-year-old in good health, with a 90-day elimination period, a

nflation protection, would be about $2,300.

totaling between $250,000 and $2 million —the answer may be
pspecially unclear Perhaps the best idea is to recognize that thi

making sure your mortgage is paid off by age 65 and choosin

T B relatio oty | L

o have a living will and healthcare power of attorney, and

s not a purely yes or no question. Many articles about . TCI

e il o that il I fwo alternatives. |

olicy that provides enough coverage to pay for most of the

an naed n Ng nome > 3 > N

ersonal savings. But the issue i

amilies were the norm and people g

amilies would benefit from some open conversations about

= Y 3 S O

Hence to tailor an L TCT strategy geared to your specific financia

wivle o 3 1d e

The combination of family care and bringing in some out-

nitially purr.ha-sp an affordable policy that will provide at least

o 3. =Y

ikely provide a better quality of life for those needing care in

their later years. According to Genworth, it currently costs

hbout $19 per hour for a home healthcare aide, and less for

3 » ] 3 2 o koo

If you're the one in need of care, it may be difficulf fo ask

. ¥
3 » »

what vou might do to help. Perhaps yvou will create a new and

very positive example for others in your family to follow.

* Reverse mortgages. As you consider ways to pay for long-

&) 5 5,

Mike Cave, an insurance consultant who has written about

insurance for SMIin the past (and who does not sell long-term
rare insurance), suggests taking out a relatively small Tong-term

Fare . a s g

ame sta? without requiring an equally stinging m'cmlhlyr pre-

Y 5 S

think about it now than to wait until you find yourself needing
ong-term care (which can happen at any age). A good starting

erm care, it may ease your mind fo better understand how

much money you could receive each month and for how long iff

oint is to thoughtfully and prayerfully consider this bit of
biblical wisdom: *The prudent see danger and take refiige, but the

ou were tap vour home equity through a reverse morteage

"JIHIIZJE’ keep TOIHG [md iy ﬂ[ﬂ Heil fy — Erﬂﬂerhs 223 ’
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[l of SMI"s core material is presented here to teach the average family the

expanded monthly Fund Performance Rankings, SMI Message Boards where mem

hest ways to save and invest. Our main investing strategies, Fund Upgrad

brint newsletter is designed to making i understandable for begin
ners. Everything required to follow our #re strategies is provided, so read
ars are never compelled to add any a |_products if their needs

are being met.

AMI Web Membership

ne adva A 2 A4 WebD II'III.'I-II. e e i - el a
he basic material from the print newsletter faster (up to two full weeks earliel
han by mail) and with an easily searchable reference library of past content

vecond, web members get coverage of topics that are beyond the basic scope o

rhe basics and gradually leads you to a c nderstanding of everything
ou need to know to be a successful investor. The SMI Handbook is fantastid
or newer readers who want to get up to speed quickly.

Visit Us Online

he print newsletter. For example, our Advanced Strategies page is where mem

ur website address is www . soundmindinvesting.com. You can easily add 4
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Mission Statement: The intent of this column is to provide motivation for you to make the sacrifices necessary to get debt-free, to

educate you concerning mortgage and consumer debt, and to provide strategies which help you reduce your living expenses.

evels and was projected by almost
everyone to be ever increasing. The
wisdom” then was that yvou would

valid for the region in which you hve.

When industries | inflati

Fhanges. There aren’t as many people

C 2000 Pn} Ron Blue. Used writh permission.

hlwavs be able fo pay back borrowed

Hemanding the same goods and ser-

money with dollars that were worth

. : it fall. T] :

Often Tam asked, "How do we get

ess in the future, because inflation eats

hut of debt and stay out?” My advice is

hway at the purchasing power of

ool e

. This wisd I

s true today regarding inflation may

hot be true tomorrow.

The idea of eaini .

Maoare deception (most of it unin-

as two basic assumptions were met. The

tended) is perpetrated by accountants,

first was that you were able to borrow

hdvantage by borrowing at fixed inter-

Pst rates so your rate doesn’t g0 up wifl

fixed | lid

lati hat lend basi-

hessmen regarding the use of debt than

ith inflation. TF i

most of us realize. We tend to respect

was that inflation would continue.

Fally stupid and will continue to lend

money at low, fixed rates for long terms

truths. Being a CPA, former banker,

hese professional people. Yet they only The example used most frequently to bven during times of inflation. That's
bass on what they’ve been taught, and sell this deception was the purchase of a hot the case. In periods of inflation,
n many cases they’ve been taught half-|  hame using a fixed-rate, long-term mort]{ [nferest rates rise, and lenders promote

hdjustable-rate morteages. They also

hlumnus of a graduate business school,

time of inflation, because the dollars

know that the average home loan will

used to pay back the principal amount

hnd businessman myself, [ remember

mature (be paid off) within eight years

at mort-

money from the payoff

hre four major financia

or the life of the loan, v

ronveyed implicitly o

by the increasing inte

page can be reloaned same housd

and in hand with in

* Barrowed money is always paid

roach continues to make sense if the

2K weith ol tollars in the F

* The tax deductibility of interest

. . be valid

bvery time they make loa 8 lenders can

Fharge points and fees that increase

heir Thus. thev don’t mak

History proves, however, that there

ad decisions even when they're will-

makes using debt a wise thing to do.

are economic cycles. They may not be

ng to make fixed-rate loans. They push

« Inflation is inevitable: theref .
is always wise to buy now at a lower

peographically universal, but they do

becur. For example, if vou bought a

Fost than in the future at a higher cost.

* [everage (deb_t' is magi‘“
ernaps 'm too critical in calling these

ome in the Southwest in the early

hs much of the risk to the borrower as

hey possibly can. And in times of infla

1980s, vou would have paid a premium

fion, they charge premium rates.

rice. But when oil prices fell and the

Heceptions, because they may or may not|

economy turned south in the South-

i i :

he i~ of confini

- ons. But i . erlvi

he four statements are not adequately

explained. So to better understand the

inflation proved to be wrong.

premium interest rate, the fact of pay-

ng back with cheaper dollars in the

[ < miticated by fhe hiol [

20 f orofessional experi

Other illustrations abound. Midwest
farms in _the early 1980s were selling as

whole issue of using debt wisely (if, in
act, vou should use it at all), you must

fast as they came on the market at
rices that eventually reached $4,000

nterest rates on credit card and install-

ment debt have never heen lower than

the inflation rate except for very short

eriods. So while you may repay the

e these decenti 1 eval

per acre. By the late 1980s, however

hem relative to your own circumstances

Deception 1: Paying Back With

that same premium farmland could be
urchased for $1,200 to $1,500 per acre.

ith 0l Yollars in the f
: F— hareed

heaper Dollars. In the 1970s and early

1980s, inflation was at double-digit

I'he point is that even if inflation were

more than offset the benefit.
Comi he A di . ¢

valid assumption overall, it may not be

the other three financial deceptions. 4
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Mission Statement: The intent of this column is to educate you concerning the various kinds of fixed-income investments useful to

savers, inform you about the trends in interest rates, and update you on where you can currently get attractive yields at low risk.

Raf “hundreds of banks [would go] belly]

he close supervision of banking regula-

" | . blic con-

It : ailed

In almost any good-sized city, many

rern, one of America’s largest banks sent

ank to be closed by the FDIC or state

bf the largest buildings are likely to he

h mass mailing to ifs deposifors, stressing]

banking officials late on a Friday after-

2k buildines. Beino I T

mpressive edifice sends a not-too-

" ey i

oon—with na prior public notice—and

"resilient.” The A Bankers Asso-

subtle message: “Our bank is solid and

Fiation —the banking industry’s trade

2 ”

rroup —issued a list of “talking points” tq

re-opened the following Monday
inder new ownership and a new name.

ankers know that gaining and retain-

lenosi i . AL If
i lose faith in a bank, then f

member banks, urging them to empha-

nstitution is in serious trouble. Wary

‘customers’” deposits are protected.”

depositors will act q take their The banking blow bini pre-
money elsewhere. i
If you've seen Mary P ederal Reserve action t mped

Wonderful Life you h

Fr

e

=

omers rush to retrieve their cash bheford

failed since the beginning of 2008, ac-

an expected collapse. Fortunately, bank

Fording to the Federal Deposit Insurancg

tively smooth process. And the FDIC
makes sure there is ample cash on hand

hen the “new” bank opens, just in casg

Hecide to take thelr busin e]sewhpre.

FDIC covers each depomtor up to
5250,000.! Important: The federal cover-

F v in the 1S

= ion (FDIC). Only about 40 of

hoe is $250,000 per depositor at an in-

thanks largely to the advent of federal

those failures have occurred this year,

Heposit-insurance in the 1930s. But

most involving relatively small banks

1 T I e

dence is a fragile thing.

ith less than $200 million in assets. Buf

sured bank, not per account. In other
words, if vou have multiple accounts at
he same bank, each is not insured sepa-

arger banks can fail too. In January,

In 2008, many depositors grew anx-
I tod ist Nonriel
oubini of New York University warned
bf a “systemic banking crisis” resulting
: - lefaul :

roverable consumer debt. He predicted

ennessee Commerce Bank, a billion-

Hollar bank near Nashville, went under. |

When a bank fails

Typically, a failed bank re-opens

huicklv —with new owners and under

rately. But the “per depositor” rule
works another way too: joint accounts —
hre covered up to $250,000 per owner. Sof
B husband /wife joint account, for ex-
hmple, would have $500,000 in cover-

oe, assuming the couple (continued on page 142
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Mission Statement: The intent of this column is to teach the basics about the stock-market, mutual funds, SMI strategies, and how to

control risk. We want to help you develop a long-term perspective and personalized plan to guide your investment decision-making.

YOUR PORTFOLIO

year-bDy-year results of including, the

foreign component as recommended, as

T

While the diversificati

The investing world is filled with

0 s

1 then. it's eood ne

well as what the results would have

lude foreion (in whic] }

or owning foreign stocks seems to

issue somewhat differently. In our

eliefs/assumptions. We recently did

money was distributed evenly among
the U.S. categories).

that as it pertains to investing in foreign

stocks, and were surprised at what we

hround the following two points:

The table shows vividly that there
asn't been much difference between

Tudi Iudine the forei .

view, unless adding foreign stocks is
wirting our performance (or greatly
5 licati - . hich iti

not), we're inclined to keep it. The

diversification benefit may be small,

panent from these portfolios over the

ut we still believe it is a benefit wort

past decade. In fact, last year’s relatively

aving. (Plus, it’s always paossible this

1. Foreign stocks offer great diversi-

e e T ot

small difference in results (2.5% for Just-

enefit will grow in the future, though

we're not counting on that outcome.)

oreign markets often zig when the 1.5}

imarket zags, so this tends fo balance

things out and make your overall port-

argest of any year in the past decade.

With any study of this sort, the spe-

The main reason we continue to

avor includine fored ks is 1]

rific vears examined can make a hig

folio Tess volatile.

difference. So we're leery of drawing

2. Foreign markets offer exciting

foo many conclusions from this rela-

rom your portfolio?

more years to the beg

world’s economic growth happens
hutside the U.S., it seems unwise to

rood data on these stratg

A changing world?

Globalization has been one of the

perading, the extra years just rein-

forced the same conclusion: including

roportion of foreign stocks may well

increase over the years rather than

there are many definitions of this term, in

foreign stocks hasn’t made much of a

Hecrease, though likely with signifi-

ts financial context it usually refers to the

difference. (Full disclosure: using the

fant year-to-year fluctuations.

lea that f 1d’s individual nafi

[l6-year period did swing the annual-

ocal and regional factors. Today, the
ncreasing Hes of our global economy
mean that what impacts one country or
many other countries and regions.

that when U.S. stocks have done well,
ko have foreign stocks, and vice versa.
This is clearly reflected in the table on

hre becoming more interconnected. Na- zed returns for both strategies slightly Conclusion
Honal economies used to be more iso- n favor of excluding foreign, the oppo- While SMT isn’t inclined to make
lated, and were affected primarily by Gite of the 10-vear period results below.)]  hny significant changes based on this

JustBasics _JustBasics Upgrading_Upgrading

oo Foreign w/Foreign no Fareisn w/Foreigd

2002 -20.1% -19.6% -14.2% -14.1%
003 36.0% 35.7% 46.6% 46.74
Y004 14.7% 15.6% 16.3% 17.3%
7005 7.5% 9.0% 9.27% 12.0%
006 15.0% 17.2% 14.7% 17.4%

hnalysis, it may have applications for

some readers. Newer investors shrug-
reathe easier skipping a foreign com-

honent initially. Other investors who

bither want to simplify their investing,

br who are uncomfortable with the ided

he riel hich sI | I F
nvesting in SMI's two primary invest-
ng strategies over the past 10 years

(1105 170 319% IL8% 3365 ort in these numbers. At least in recent
010 PABL A Z0L0% 18.5% 17.8% ears, including or excluding foreign
Vil -0.9% -3.4% “ZT% -5.3% ttocks hasn’t changed our overall per-

For each strategy, we've provided the

NY¥Years 4 7F n 0% 7 0% 7 3%

Il.Bﬂ_hmw_soummmmmnmﬁ_mM KEPTEMRER P17 >
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Mission Statement: The intent of this column is to teach about the wider range of investment markets and strategies appropriate for a

diversified portfolio. The “Recommended Funds” page and data in the quarterly Fund Performance Rankings are integral to this process.

[NVESTING FOR TNCOME

It's easv to invest for groroth —just set
& ]

expect annual returns somewhere be-

Fombined with any gains (Or [0ss5es) 1n
the value of the bonds owned in the

p vour portfolio with the largest stock

hllocation vou can stomach and fasten

helt. But what about investi

unds, comprises vour fotal refurn.

The table below provides some food
for thought. Tt shows the total returns

We've accounted for two-thirds of
he historical results, but what about thel

. hird? Thev fell outside thi

or regular income, either for the interme-

from mvestmg in various combinations

range — half of the time doing even

Hiate- or long-term? Perhaps you're

hf Vanguard bond funds over the past

kaving up for a big purchase, such as the)

D5 yvears. As vou move to the right

Hown payment on a house, five years

hceross the page, the portfolios are in-

etter and half the time doing worse. If

you want to be optimistic, look at the

0.3% per year "best-case” scenario.

historical results (one-

maining one-third) wg

rom ultra-safe investments such as banK

the next five years. At the end of that

[ Ds and money market accounts. Bond

funds have traditionally been the an-

! purchasing a | i

than 10.3% per year (the "best-case

scenario). On the other hand, with infer

est rates currently at generational lows

swer to this dilemma.

torically, if you had put all the money in

t's probably more appropriate for bond

nvestors to be investing with one eye

Typically, bond fund investors are

seeking regular income. This leads most

the safest fund shown (portfolio A), the
jj?ﬂﬂjgﬂ return []]”:_'ing a t}{pi; al f]lsze-}.fear
eriod would have been 6.0% (circled).

ar "

narios. For the portfolio we’ve heen

khareholders on a monthly basis (or you
mav choose to have vour monthly divi-

Hend reinvested in more fund shares).

owever, it's the "result 2/3 of the time
. hichi indicati F i
you're likely to experience. In this in-

ooking at, that would be 1.9% per year.
By the same token, vou can also deduce

hat the final ixth of the historical

he amount of vour monthly check,

Ltance, 1t supeesis that it's reasonable to

results ranged from 4.1% (continued on page 142]

INVESTMENT RETURNS DF VARIOUS BONOFUNDCOMBINATIONS ¥ _[JANU

INCOME-ORIENTED PORTFOLIOS FROM VANGUARD

Partfolio] [A] IB] (&) O] [E] E]
VFSTX  Vanguard Short-Term Corp {#39) 100% S0% 33.3% 0% Z0% None |
VBMFX_Vanguard Tofal Bond Market (#84] None 50% 33.3% 25% 207% 5% |
[VFTIX ™ Vanguard GNMA Fund (#36) None None 33.3% 5% 0% I5% |
VWEHX_Vanguard High Yield Bond (#29) None None None 25% Z0% I5% |
NCVSX__Vansuard Converfibld fed [#87] None Nong € Nong PO# P53
[Average of 795 1-Year Periods 6.7% 6.6% 7.1% 7.6% 8.0% |
[ Besfl i tYead Periad ih 78 ik 5% T ki iy
[ Warst 1-Year Period -5 8% =2 1% 1 A% -6 4% 17 1% REXTAl
Resiilt twn-thirds of the tfime 9. 7% tn 2 5% 10.3% tn 2 9% 2% 11.5% tn 2 8% 13.2% tn 2 0% 14.3% tn 1.6% |
Average of Z71 3-Year Periods 6.T% 6.6% 7.0% 7.6% T.9% ]
[ Besil B-Year Bnnualized Refurd IAZH IH9H f # A 1k
Worst 3-Year Annualized Return 1.7% 2.0% 2.1% 1.6% 5% 0.7%]
Result twn-thirds of the time B.3% to 4.0% B.A% tn 4.4% 9. 1% tn 4. A% 9.4% tn 4.7% 10.1% to 5.0% 10.8% tn 5.1% |
lAverage of 247 5-Year Periods C6.05 6.5% 6.7% 6.9% 7.5% 7.8% |
[—_Besli b-Year Bnnualized Returd 1037 T0L9H TR ilTE¥] ICH] TZBH
- i urn 1.9% 2 7% 32% 2 5% 2.0% 2 1% ]
| Result two-thirds of the time 7.8% to 4 2% B3% tn 4.7% A.5% tn 4. 9% B.8% tn 5.0% 9 5% ta 5.5% 10.0% tn 5.7% |

| peninds Fhroughout |

an penodd pnly] Porffoling

b Fheird pnginal Allocations
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ortfoli | e { Performance f--------- 1 BYr_ Rel Expense f---3Bfock/Bond Mix f=--1 [Ticker
| Data Fhraugh 773172017 [nvested [ MOM__ NTO_ JMd 1ZMq RisK__Ratid Symbol
Total [nternational ftock Foreigr tocky 2.4 MZUS

nmmmm Wmmmmmm F[Il

I7Z% P79 PO9% U73W heW 09 OI10% Nond DOH WOW HKOH — BNO

[Vanguard Funds, (2 Ehowid bhove) Aepending b Vovi Erock/bond, mix] For mord b JUT-The-Basics] £ea fhd New Reader Guida bnd [ne201Z]bB3]
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UPGRADING STRATEGY H IMSCOMMENDED NDS
Dafe - Performance fes-e-aeaae Re Exg Number| Redempg

RisKk___ Datd througH F731/2012] Added Eﬂll EEEIL Mi‘ﬂl MOMI YTl EIT.'C BMd _BMd_[2Md E!Z m Ratid Holdingg ma-. m:l
T. Tweedy, Brown Global Value 11711 Yes Yes Yes | . 9.9%| [2.4% T1.4% 8.0% 3.7% [11.9% 0.76| [1.40% 7110 2% 60days TBGVH

h . Artisan International Inv 07/12  NTF NTF NTF 0.3 12.4%| | 1.8% -2.5% 5.7% -2.9% | 7.7% 1.34 1.22% 84 2%90days ARTIN
3. Wasatch International Gro 03/12  NTF NTF NTF -1.8 15.2%| | 1.5% -3.5% 6.5% -4.8% [16.7% 1.26 1.57% 88 2% 60days WAIGH

4] Fidelity nt{ Smal| Cad Dpd 7/1 e T e 8. 4% D.9% [5.39 [129 [4.7% [2.9 08 day]_ FSCO

+ 1. Artisan Small Cap Investor 0971 NTF NTF NTF 2.7 1% -0.5% -3.7% 0.0% 5./7% 18.8% 1.18 1.66% 66 None AKIbRJ
E‘E 2. Akre Focus Retail 11/11 NTF NTF NTF 26.7 10.6% 0.3% -2.2% 8.2% 20.6% new new 1.45% 29 1%30days AKREX
E‘% 3. Wasatch Core Growth 09/11 NTF NTF NTF 8.2 B.6% -0.3% -1.9% 3.2% 6.8% 17.5% 1.05 1.31% 57 2%60days WGROX
& 4. FBR Focus 07/12 __NTF NTF NTF 6.8 4.7% -0.6% -5.0% 2.3% 9.5% 13.3% 1.11 1.44% 24 1% 90days FBRVA
& T. Hennessy Focus 30 U6/TZ  NIF NTF NTF 4.7 10.4% 4.2% 1.6% 9.5% 3.6% 1/.6% 1.04 T1.36% 37 None HFTFX
E'é‘ 2. Fidelity Small Cap Discovery 04/12  Yes NTF Yes 4.0 8.3% -0.1% -3.0% 2.1% 5.0% 17.8% 1.33 1.07% 72 1.5%90days FSCRXY
M:g 3. iShares S&P SmCap 600 Val 02/12  ETF ETF ETF 0.7 6.8% -0.7% -3.6% -1.1% 4.0% 13.8% 1.34 0.29% 454 None 1J9
Y 4, Invesco VK Amer Val Y 06/12 No Yes No 6.3 9.3% -0.2% -3.7% 3.9% 6.1% 16.6% 1.14 1.02% 44 2% 30days MSAIX
‘g 1. PowerShares QQQ 03/12  ETF ETF ETF 17.5 16.5% 1.0% -2.7% 7.5% 12.7% 18.9% 1.15 0.20% 100 None QQQ
E‘o 2. ‘B Guggenheim Russell Top 50 09/12  ETF ETF ETF 24.5 13.6% 24% 1.1% 9.3% 14.2% 13.0% 0.94 0.20% 52 None XLG
g. 3. & BBH Core Select Retail 09/12  NTF NTF NTF 246 13.0% 2.7% 2.2% 9.3% 13.1% 15.8% 0.81 1.25% 31 2%30days BBTRX
3 4. Touchstone Large Cap Gro 07/12 Yes Yes No 126 8.5% -1.2% -2.7% 6.8% 8.5% 15.7% 0.96 0.99% 42 None TIQIM

. Mairs & Power Growth 03/12 . . 5.5% 13.8% 14.3% 1.00 0.72% MPGFX

3. Consumer Staples Select 07/12  ETF ETF ETF 36.4 11.0% 2.5% 5.0% 12.6% 18.9% 16.5% 0.62 0.18% 42 None XLA

i ones Dive ldx 07/12 __ FTF FTF FTF 265  BRA%  2.0% 2.1% R8.A% 15.8% 18.2% 0.77 0.40% 101 None DVY

%8 Vanguard L-T Bond Index 07/12 ETF ETF ETF 42.9 9.7% 4.3% 9.0% B8.7% 25.2% 14.8% 3.16 0.11% 14.2° None BLV
&'gﬂ Vanguard Inflation-Protected 01/10 Yes Yes Yes 16.2 5.9% 1.9% 3.0% 3.6% 9.6% 10.1% 1.69 0.20% 8.4° None VIPSX
ES Vanguard I-T Bond Index 07/12  ETF ETF ETF 17.8  5.7% 1.8% 3.4% 4.1% 10.3% 9.5% 1.59 0.11% 6.4° None BV
Vanguard S-T Bond Index 07/12  ETF ETF ETF 4.0 1.6% 0.5% 0.7% 1.0% 2.3% 3.3% 0.54 0.11% 2.7° None BSV

Ipgrading Foothotes: [T] [ThHe THNAS Tn each FIsk calesory are selecled (and Fanked |

valllallnon Toal. FOr mare, see NovembDer AR DTG5, (41 A 1.0 Freading TNdicarles Thidg

und has had the same volatility as the markef in general over the past three years. Fo

|4{m more volafile than the market. See_Jul 104._[5] Depending on how long yol

% if you sell within 12 months of purchase).
roker, so be sure to check with your broke

w d

.hrough 4) primarily based on their momentum scores in mid-August, not those shown o

esWkange offen and vary from broker fd

most current information. [&] Fa

ion, the greater the risk/reward. See Jun2012:p88. [7] TIP and SCHP are acceptabld
ETE alternafives; see JulyZ0M2-p1005. [8] An alfernafive ficker, BETEX, is available witl}
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gradmg

S

S 1—2—

EMI foutinely presentd

jrariehy pf invoqhng Fhoices] pufl Hon bd Fonfused Jpurt ford [nvesting kirategy I Fund [Ipgrading] We pncouragd mosf

rolumns, spht the difference.] Multiply each

-unds STl Trounces the Market™ 1n the Apnl

bf attention they require, and the rate of

Feturn expected from each. Our preferred
nvesting strategy is called Fund Upgrading,

hercentage by the value of your tofal partfalio
amount fo calculate the dollar amount fo

nvest in each SMI risk category. The total to bef
nvested and the frequency of Upgrades you ard

U0 1s51e), or if halding Z-4 funds per cat-
~oory is appropriate,

© Buying your funds is easy. Look at the
recommended funds on the opposite page. In

willing to make determine whether you should

~ach category, start with the top listed

And is based on the idea that if you are willing
o regularly monitor your | fund holdingg
and replace laggards pe
mprove your returns co
pgrading is relatively low-
Hoes require you to che
each month and replac
brofessionally-managed version of Upgrading
s also available (see DecZ010:p185, or visit
ww, soundmindinvesting.com/smifx.htm).
SMI also offers an investing strategy based or

nvest in just one recommended fund per risk

recommendation; if it’s available at your

5 Top-Ranked

hrokerage, buy it. (If your preference is to

© PICK YOUR ALLA

Seasons of Life

_ATION

15+ years until retirement

10-15 years unfil retirement

buy more than one fund in egory, con-

vailable
und.) Then contact yo

ia phone to buy the

rom retirement with 550 000 to invest and ar

account_af Fidelity would praoceed if buying

bne fund per category. First, he or she selects

the proper stock/hond mix for their situation

ndex funds called Just-the-Basics (J{B). JfB Early retrement years e ¥ (161’ assume 80720). Then, from Tahle Z,
requires attention only once per year, then goes Larer rEfFEMENCYEATS Ll 4 vitid
Linchanged the rest of the year. The refurns ote:_Lhese are SMl-s recommendations.tor those Multiplying $50,000 by each percentage yield
with an “Fxplorer” temperament. See Step @0 in the S - - —
bxpected from JtB are lower than what we text far intarmation on OUr investment femperament the dollar amount for each category as shown
( | 0 d

that lack a sufficient number of quality
fund options to make successful Up-

fing within the pl ibl .

rated Cat. 5 fund available at Fidelity
s Tweedy Brown Global Value, the
ighest-rated Cat. 4 fund available is

WHERE TO OPEN YOUR ACCOUNT

Portion of Portfolio Allocated to Stocks:

100% 80%

60%  40%

[Artisan Small Cap Tnvestor, and so on.
After doing this for each category, the

Opening an account with a discount]

Portion of Portfolio Allocated to Bonds:

None 20%

40%  60%

orders are placed and the Upgrading

broker khat bfferd H |argd kelectior bfl ho

nvest by Owning: Cat. 5 — Foreign

T6% [ [12% | [ B% || B%

rtfolid i kompletel

[]
[oad Fund Breatly bimplifies the Uparad] _Jnvest by Owning: Cat. 4 — SmalUGrowth | [ 21% | [17% | [13%] | B% | From kher pn] jit'q fus{ d matter]
ves g Gat. 3 - Small/Value T

an process| ths allows you to qu1ckly anq

pf pneckmg fhe r{ecommenaeq FWE

t all the various fund orgamzatlons

mended [ist (but not before), the

Invest by Lending — Long-Term Bonds Mone MNone Mone None ; )
hg:e;re .:sveral good b;oker;ge chmlces Invest by Lending — Inflation-Protected Bonds _ None  None 5% 10% Upjr'ader lmr:edmtely ;el!s t:at fund
vailable. We recommend reading our at- Invest by Lending — Medium-Term Bonds e 1% 2% 3 A invests the proceeds in t e
st Broker Review (February 2012:Cover irvest by Lendi Short-Term Bond = ™ 20 highest-ranked fund that: (1) is
rticle, also available online) for details nvest by Lending _ em 5 ne available and (2) is not already
Fegarding the pros and cons of each bro pwned (3) in the same category,
ker, as your specific investing needs wil E) B QUR D
largely dictate which broker is best suited A01(K) INVESTORS
i ; mple uses an 80/20 mix Co nvest In «“ ok
to your situation. botwoen stocke and bonds Dollars Funds _If y(_)u have a “brokerage link _
- pption in your 401(k), you can use it
HOW TO BEGIN UPGRADING Btock Cat. 5 — Foreign 12%  %6,000 Tweedy Brown Global Value to follow the standard Upgrading
Stock Cat. 4 — Small/Growth 17% $8,500  Artisan Small Cap Investor ;

FtocR Cat. 3 —Small/Value 17% 58,500 Hennessy Focus 30

| __process and fund recommendations.|
ifl hot] lyod Ear btill benefit frond

target hllocatior byl workind khrougH khe

investment] kemperament Qui hvailabld ~ PtockCat. Z—Large/Growth  17% ] [ 38,500 | [PowerShares QQQ

| Dpgrading] put [f Fequireqd 4 [ittld

] the F'Getting ftarted”] kection)

i the 'New Reader Guide] [orf pnling i f Elarge/Valud 7% m Fidelity Megd Cap FtacH extra pffort] For @ detailed pxplaj
For bx] Monel | 0| |None i ithi

I ong-Term Bonds

hat article also contains ideas or

Upgrading in any type of account

“ ose "“E“ an E"P[f’rer temperament Medium-Term Bonds 15%  $7,500 Vanguard I.T. Bond Index
@ Find the column that matches Short-Term Bonds 5% §2,500 VanguardS.T. Bond Index

our stock/bond allocation in Table 2.

(If your target falls between two listed Total 100% _ $50,000

where your available fund choices|
are limited.
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Fharacterisficd Fhaf Fould fakd Fhen fesirabld fepending] pon] yous fndividual Eoals] FisR folcrancc] pnd fa prackei] [(hesq

[nvestmentd fypically] Farry] | highet Hegred pfl risK fhan] fhe fully-diversified tocH Jundd fhown ] fhd [ Recommended Funds page|

v T 1

FTF iy of you Jackd fwisdonm] i Ehould sk God fwha Eives generously| Fa 1Y | || 5nd Wil b given|fd fim."] Jamed 5

4

Federal budget deficits projected for the coming decade are Annlh(-‘r way to he‘dpe‘ a ‘Uamst inflation and its consequent
ikely ta be inflationary. W X noradin 0 A ASONA 4 F

rood job in an inflationary enviror@ier8The investments on this

NATE A 0 ' [ ol WS Don ) L v W1 WI1sn 10 4 =

tional inflation-fighting holdings to@aiccore Upgrading porttolio. make selections using a form of Ujlkad® o This recommendation

« Risk warning: As a of having a specialized fo each pically changes every 6-9 months. (it current recommendation is
hsset class shown is likely to generate volatile returns. The best/ * Japanese Yen (symbal: FXY). This ETF lost 1.9% for the 12-
worst results in recent years (shown below for three- and 12-mont >ndi 3 : B ase r

eriods) illustrate that the shorf-ferm moves can be breathtaking. 4 your broker. There is no minimum purchase. ¢

E Performance F----{ Rel]l Redem

| Datd ps pil 7N /7010
QEE Footnofes pri Fhe BYr

Gabelli Gold AAA AT 52,6 -12.7% -1.9% -7.7% -I1.8% -I3.8%  5.3% T1.87 Z%7days GOLDX +4.4% +54.5% -53.7% +16.3% +709.9% -056.8%

Most precious metals portfolios focus on gold-mining stocks, though some do own small amounts of gold bullion. Some have significant exposure to silver-, platinum-, and
base-metal-mining stocks as well. Typically, precious-metals companies are based in North America, Australia, or South Africa. PROS: If sustained inflation produces 3
long-term bull market in gold, the leverage involved in owning mining stocks should prove more profitable than holding physical gold. Over time, gold stocks have tended
to move twice as much—both up and down—as the price of gold itself. CONS: You'll get much higher volatility than owning physical gold. Gold has already tripted in pricg

PRECIOUS
METALS

I I"_'I Real estate portfolios invest primarily in real-estate investment trusts (REITs) of various types. REITs are companies that develop and manage real-estate properties. There arg

5 ,‘E several different types of REITs, including apartment, factory-outlet, health-care, hote ustrial, mortgage, office, and shopping center REITs. PROS: Inflation tends tg

=3 m boost both underlying property values, as well as the rents that can be charged. Man state funds offer healthy yields for those seeking current income. Funds offer|
EX i ificati i i i = | i

me[ ﬂ ﬂ I-l m l-]‘l.ﬁl l 3.8 J {4.6?6 -L.A‘ASIFUTE%'I N . . ]None‘ ﬂ FP'XTI l +3.8% +33.09% -39.9% ” +14.1% ] ]‘-b.’.i%| fﬂ-m

Energy and natural resources portfolios focus on commodity-based industries such as oil, gas, chemicals, minerals, and forest products in the U.S. or outside of the U.S. Somg
portfolios invest across this spectrum to offer broad natural resources exposure. Others concentrate heavily (or even exclusively) in specific industries, including energy or foresf]
products. PROS: Global economic growth in the emerging countries is significantly raising the demand for energy. The sector stands to benefit both from normal inflationary
impact on commodity prices, as well as concerns regarding total global supply of ocil. CONS: Energy is subject to speculative boom and bust cycles (2007-2008) as well ad
recessionary downturns. There is also some concern regarding the regulatory oversight of the methods used by these funds to gain exposure to commodity price movements.

ENERGY A
RESOURC

PearTree Dynamic Emerging

E Diversified emerging-markets portfolios tend to divide their assets among 20 or more nations, and usually focus on the emerging markets of Asia and Latin America rather than
E on those of the Middle East, Africa, or Europe. These portfolios invest at least 70% of total assets in equities and invest at least 50% of stock assets in emerging markets. PROS]]
g These markets include many of the most dynamic and fastest growing countries in the world. Weakness in the U.S. economy and currency could signal an end to American

dommance amon COHS Just as these markets tend to proﬁt more dunng_good times, they also tend to fall faster

world economies makmg this a good diversification move.

U S SMAITT COMPANIES = 0P [ FOREIGN COMPANIES = UOF |
RUSSELL 2000 STOCK INDEX EUROPE, AUSTRALASIA, FAR EAST INDEX
- FENLY DATATHOS IEROLGHAUEOSTH
MSCI 57 Week Index; k Index
2000 Moving Abovi g Above ving g
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When more than one fund in fhe same risk category is replaced, you should evaluate
which of the nsvwly recommended funds is the best fit for your pcrtfnlm Those

menf. Nevertheless, changes are suggested when a recommended fund’s perfor-
mance wolates certam mecnanlcal gmuennes Our guidelines provide ab]ectwe

welve-month haolding permd has not yet been met. However, a "‘5" symbol fallowing|
he name of the fund being sold lets you know that we sfill think well of the fund
And ifs management and you might elect to confinue holding the fund for a few
months to achieve a tax henefit or save on fransaction or redempuon fees Be

reates, have [aceed the ‘DODUIHF mdexes such as the Walshire UK

(815}

Y 3 Y 3 3 =Y

dynamic to work for us, rather than against us. This ETF seeks to
replicate the performance of the 11.5. market’s 50 largest stocks. Tt
s cap-weighted, meaning the largest stock in terms of market

o,

Mobil is 6.5%, AT&T, Microsoft, and General Electric each com-
150 3.5%. and i he list of i7abl

As long as big continues to be beautiful, this tund should shine.

7

ree last month’s "How to Buy or Sell an Exchange-Traded Fund

S 1om oF 2012 issue) for detail

. ‘ore Select Retai is being added.

e difficul : . i« that of selati

uly have moved in opposite directions through the first half of

nalie. That is, how a company can be a fantastic business yet a

Angust. In our small/value group, The iShares S&P 600 Value
TF (I]S) has bounced back up the rankings and is being re-

‘hile 1 \ . 3,

allen further and is being replaced. Both of the tunds we're
Lolling thi hi I losed . ;

time, so it will be nice to once again have all of our recom-

4 In the I arge/Growth group, Delaware Select Gmwth

H : : hei icod This ol |

common among, growth stocks, where great businesses that are

- dlv offe bid —corhi cos This

brue across the board in the late 1990s, but still happens today (see

Facobook. which has lost half its value since it w blic i

ay). When stock price gets ahead of company value, having a

This focus on relative value is an important ingredient for

bn shares held less than one year. Overall, Delaware C»elect G rowth

wouldn't have owned many of ﬂ'lE'IT current holdings a decade

was a decent performer, given the circumstances of its purchase.

hro. Now, the prices of these former high-flyers have come down

he fund gained 8.9% during the first TT months it was recom-

quite a bit while their businesses have continued to grow.

3 9 3 Y o 3 y

mended as a conservative fund, vet nearly kept pace while the

und’s three current co-managers took over, BBH Core Select ha

rlines in recent years. So the fund has outperformed the market,

market proceeded to rally is respectable. That said, it's clearly time

yet done so with significantly Tess volatility. That sounds like a

to move on to a fund with a little more horsepower.

winning combination!

Seloct N class (BBTEX) having net expenses 0.25% Iess than the

arket pleasantly surprises us with a rally, it's comforting to

retail class (BBTRX). So if you can buy either class at your broker

note that when a strong rallv whipsawed this selection in late

without transaction fees or minimums being an issue, buy BBTEX

owever, at Scottrade, Schwab, and Fidelity BBTEX appears to be

010, Sequoia was shll able fo hang in pretty well.” Consider us

¥

proup returned a solid 9.5% through the end of July. Sequoia’s

hlso has a higher minimum investment ($10,000) at some brokers,

: - , 0o st 3% Mot horrib]

piven its conservative bent, but again, fime to upgrade.

ludine Fidelity. Generall akine. then. i Firying
than $25,000 of the fund will likely want to buy BBTRX and avoid

+ Guggenheim Russell Top 50 (XI.G3) is being added.T Tn last

hs the wisdom of paying an up-front fee to get lower ongoing

month’s mid-year review,2 we explained that big was beautitul

&) &) &

N o » 1 g y &) is 1 n

rompanies have performed much better than the rest of the mar-

ket. We showed how diversified portfolios, like those Uperading

preater the amount being invested and the lower the transaction-
fee, the more compelling BBTEX becomes. @

1Furmcreonthisfundlhsitwww.rnumin star.com) [Aug2012:p12
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While $250,000 (or $500,000) in deposit insurance is plenty for

5 o %)

most people, the best way to use the tools will be to experiment

& 1 1 -

orily balances risk (worst case you're willing to accept) and reward

his simply involves dividing one’s savings among mulfiple insure

1 Ki hat il i ban hel I
DIC Timit. In this way, all accounts will be insured separately.

2 o, 3 2 : » GG

nonprofit groups) have money saved in cerfificates of deposit.
ulti-million dollar protection is available for CDs via the Certifid

the bottom half of the table, emphasizing short- to intermediate-

¥ o Y Y T TS = a.

v adding a fund or two from the top, higher-risk grouping, and

WO » 3 2 e

Fate of Deposit Account Registry Service (CDARS).Z Rather than

. leal directly wifl lfinle bank . - =
hnce coverage, a client makes a deposit with a single CDARS-
member bank. The bank handles the chore of splitting the deposit

scenarios as you review various potential combinations.

The data in the online tools cover only the years 1996-2010 (as

bpposed to the table in this arficle, which runs T987-6/30/12), so

) ) &) G ) 1 0,

nto smaller chunks and spreading those chunks among other

DIC-insured hanks in the CDARS network The amount assignec

hen). But you can still get a good idea of what fypes of returns

various fund combinations are likely to produce and tailor your

risk/reward expecations accordingly 3 4

hn any investment, consider all th

¥

is economic climate.

better returns than you'd get at yo

Dbt investments is especially importa

> >

mprove your refurns further by sf

2 ¥ 2 gy

And there is a time for eveny event 1nd® 7.” The. right investmen
I S time is il p
The decision to purchase or sell an investment is best made

nrayerfully Despite what so-called financial experts and pundits|

50 confidently express about what will happen to investments in

Readers can take some degree of comfort from the fact that 15 0

the 18 “worst” figures in the table have occurred in the four years
since 2008’s financial crisis. It's always possible an even worse

boost our contidence that they likely represent true lows

> n o s 101!

God wants to be involved in every area of your finances,

luding ; e So humbly ask H :

ronsider an investment. Isaiah 48:17 says, "I am the [.orn your God,

1 2 1 1 1 ire

Income tools for SMIl web members
I's worth noting that there’s nothing particularly magical
I he fi fic fund , {in thi Ivsis. O
roal with these Vanguard bond portfolios over the years has

Chould go.” Tn T.uke 8:18, Jesus warns us, "So take care Jiorw you lis-

- G T ; like

you listen to. And be especially caretul of receiving investment

a » i 1c o

5. Be a steady plodder. The fundamental principle for becom-

ng a successful investor is to spend less than you earn, and regu

arly invest the surplus. In other words, be a steady plodder. The

Bible says, “Steady plodding brings prosperity, hasty speculation brings

spectrum from extremely conservative to extremely aggressive.

overtiy” (Proverbs 21:5, TLB). The original words for "steady

ond portfolios, SMI web members have access to our Vanguar

& ] Qe 4 3 .

T

idebar link in the Tools section of SMI's Bond Market page. The)

tools provide the same Average /Best/Worst return data for

Fombinations of up to 15 different Vanguard bond funds (as

I to just five in this article)

ust do it—regardless of the investment climate —because when

rou_do, your investments will grow through compounding.

The Income Porttolio Tools list the various bond funds from

Einstein once said, “Compounding is the greatest mathematical
Hiscovery of all time, not F=mc2.” Compounding occurs when the
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hllowing hofli the earning and the principal to grow exponentially. or grateful. Wealth often Teads to pride.

. T e 711 >

ich [successtul investors] in this present world not._to fix their hope
n_the uncertainty of riches, but on God, who richly supplies us with al

potential barrier to a close relationship with Him_If you have a fhiings to enjoy” (1 Timothy 6:17). The ability to accumulate

e Pn’rruqted it to \’011 for a purpose. In 1 Tlmoﬂw 6:17-19, thF‘ -.h'uyyle Someone once observed, "For every ninety-nine who

ors] i this present world rot to be concc @@ (1Timothy 6:17). Wealth ch financially free-

ends to produce pride. For several S8 oward) drove two dom, however, they often take th® for granted because
wehicles. The first was an old pickup truck that cost $100—and hey no Tonger think they have as much need of Him.
»d it . ) . TR TR z 5 : ; e

rash a check, T was humble. Tknew the cashier was going to carefully] oney to solve problems, instead of first praying and seeking they
Fheck my account to confirm that the driver of that beat-up truck hac > e | e 0 Wi e >
5 acc / Y than in the invisible living God. King Solomon said it this way,
Hrove away with a song in my heart and praises on my lips. "The wealth of the rich is their fortified city; they imagine it an unscalable

Our other vehicle was a well-preserved, second-hand car that oall” (Proverbs 18:11). We need to remind ourselves that wealth —
was expensive when it was new. When I drove that car to the ike health —is completely uncertain, and can be lost in a heart-
bank, | appeared to be a different person. I was a person who beat. The Lord alone can be fully trusted.

THE SOUND MIND INVESTING NE‘NSLETTER MODEL PORTFOLIOS

LS_Market ' 10 37% 1.05% -1.47 IRE 14 19% 1.34% 7 05%
|lust-the-Basics £ R.25% 0.25% -3.43% -3.27% 12.77% (.74% 1.87%
3 6. 32% 0706 3,308 -2 84% 10.58% 0.44% 9.99%

Months Annual__Annual_—Incepfion
hal value af an investment will fluctuate sa lhat an_investor's shares, wher
MIFX 3.95%  0.B%  -4.49%  -5.71% 9.29% -0.24% 3.15%" = eemed._may be worth more ar [ess than FRelr original rost. TiFrent pertar]
14 19% 1 14% T RAY ANce_may be [ower or higher fhan fhe pmrp lnfnrmarmn qunth

¥ ou should carefully consider the investn

1407% T.13% 1.46% hnd expenses af the Funds helure inves| .j,u, osectus contalns thls and
rospectus or performancy

BI7-7h4-I861 or visil

il 111V} TT00% TA9%  -L/8

bther information about the Funds. Td
a Mo

3 Year

QuarterlyRefurns —— Year tEl
B 6730720

Annualsince

M a J A A he
ees and expenses of the underlying fund3 ion fo fhe fees and expenses
ayahle directly fo fhe SMI Funds._As a resulf, you'll pay higher fofal expenses
1lshire 501001 9.3 1.95%  -1.13% 1.96% TH.65% [L43% 1.54% nan_you would investing 1n_the unce ng_tunds cdire = Returns showi]
include reinvestment of dividends and capital gains. The Wilshire 5000 inde:
P 5000 YARE __47% -7 75h  5.43%  Th3BE __(LI7% 1.79% tepresents the broadest index far the 1.S. equity market. The SEP 500 [ndex i
n unmanaged index commonly used to measure the performance of 1.5, stocks.

TAnnUAlTZed FEtiirn Since SMIFX IRception date of December Z, Z005. (nleannot invest firactly 6 an index_« The Salnd Mind Invasting Flnds ard

I G i0: 7,163 £2/29/72017 (incl fund g § . - -

MIEX

Copyright © 2012 by Morningstar, Inc. All Rights Reserved. The mutual fund data contained i by Sound Mind Investing. All rights reserved. No part of these rankings may
herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied any fashion without the prior written consent of Sound Mind Investing. SMI
or distributed; and (3) is not warranted to be accurate, complete or timely. Neither i ed for any errors and/or omissions. You are encouraged to review a fund’s
Morningstar nor its content providers are responsible for any damages or losses arising from | pr ditional importantinformation. Other than the SMI Funds, SMI has absolutely
any use of this informatien. Past performance is no guarantee of future results. no financial Incentive to favor or recommend one broker or mutual fund over another.
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Pleasd Dd NofDelay!

Compass’ Nnnwahncr Ynur Finances God's Way small-group study is helping people across the world nnderstand and embracd

+

vtm‘l is highly hrarhmll IThmd

1dy havd

had helpe

whd havd participated in)|
akd preaf ktrided Inward Iw-thnol but b Hebt] K‘mmlpd havd Fonfirmed fha

Fherm

heir Ih'lama ges

havd been| Istrengthened] [Sraduates bf ﬁel

stuclﬂ hls ﬁ IJecommgj kons1stenii savers] b;eneroud gwersj ﬁ prudenffonsumers|

Most importantly) peopld hrd bntering intd bl ploser| relationshig] with{Jesus Christ] Forl Hetails) visifl www.compassl.org]

Throughout 2012, this column is presenting core biblical concepts from the Navigating Your Finances God's Way small group study.

Space necessitates editing each topic, so we encourage you to investigate the full course using the contact information above.

[The Navigating Yaur Finances Gad's Wy small_graup
ktudy by Howard Dayfon of Compass—finances God’s wiay is

Hesioned to “equip people to faithfully apply God's ﬁnancial

0 serve Him, and help fund the Great Commission.
|.can attest to its power to transform lives, as I've led

iff = i = i 3
ng of finances and true biblical stewardship. SMI believes
n this study—so much so that we asked Compass’ permis-

toncepts for the henefit of SMI's readers.

If you have a heart to see others experience the blessing]
hf financial treedﬂm thrnun)'u handhnq money God’s way, |

bet fo watch God's Wnrd come alwe- in rhe hearts of your
Mark Riller]

tudents. You’ll be glad you did! —

nvesting advice. Let's

incin]

Finding the balance

earts [Ke gravity. Our affection will be

3 » o

rause “wohere your treasure is, there your heart

Fcclesiastes 5:13-15 says, “There is another

5 here —

are put into risky investients that furm sour,

oill be also” (Luke 12:34). However, if we

< uothing lof ,

pive generously to God, we can invest and

501, The man who speculntes is soon back to

1l Tove Hi ith all of
Let’s face it —most people want to get
rich. But the Bible strongly cautions

rr

] —

How many times have you heard of

hoainst it. “People whio want to gef rich fall

Can’f-miss-get-rich-quick scheme? Sadly,

nto temptation and a trap and imto mamy foolish)

. ~ o 3 ,

i L -

=% Y ) 3

hdded). This verse declares that those who
want to get rich give in to temptations and

values. If you are offered an investment
ypportunity that seems too good to be

Tue...it's probably too good to be true!

Hesires that ultimately lTead to ruin. So the
-,Prnnd p‘l‘ll"l(‘lp]P is that jus get rich

The strategy for avoiding sca

First, we need to balance our saving

iy from the faith, and pierced rﬂnsemeq with

pold —you name it—can perform well or

so i a3 1 2.

arable of a farmer who harvested a

i id to hi 1f_“*I han

10 place to store nny crops... Twill tear dotwon my

! T e Tl

nany griefs” (1 Timothy 6:10). When we

vant to i’iﬂ‘t rich, we actua % lone ml:l]]egf

Our heavenly Father does not usually

o Fiis child et

hre motivated to get rich. Wanting to get

oorly. Each investment has its own ad-
- | disad ros. Si I

perfect investment doesn’t exist, we need

basket. “Dinide your portion to seven, or even

drm? all nmy grain mtr,i gmdq T But God said f

Eave i

— — 7

preed. And “greed...amounts fo idolatry”

{0 ¢ CHOTD TN

nay accur o the earthi (Ecclesiastes 11:2).

Colossians 3:5). Tt is for our sake that the

3. Count the cost. Every investment

ather protects us from loving anything

P1, 34, emphasis addpd)

The key word in this parable is the word

asic Investing Guidelines

as costs: financial, time, effort, and

sometimes even emotional stress. For

cxample, a rental house will require time
| off i intain. Tf

1. Avoid risky investments. God warns

] risky inve "

enant is irresponsible, you may have to

&) o 5]

ear thousands of people lose money in

Hoesn't want to pay —talk about emo-

ighly speculative investments and scams

ions! Before vou decide  (eontinued on page 142)
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