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Page One of the Wall Street Journal headline said it all; “U.S. Indexes 
Close With The Worst Yearly Losses Since 2008”.  The fourth quarter of 
2018 was especially difficult for the stock market.  All three of the 
major stock market indexes finished 2018 with significant declines.  
December was the worst month.  The S&P 500 Stock Index was down 
over 13%, even considering the strong post-Christmas rally. We had 
already been enduring a major correction, but with December’s 
decline, some were calling it a “bear-market” (down 20% or more).  
While stock market corrections are a normal and recurring part of 
investing, we will never get use to them or like them. 

Expectations for 2019 are unclear.  Trade disputes, interest rate hikes 
by the Federal Reserve and political chaos are causing investors 
concern.  These concerns contributed largely to December’s rout. 

Despite these concerns, the economy continues to grow. First Trust 
Advisors is forecasting economic growth of 3.0% for 2019.  Their model 
is forecasting solid growth in stocks over the course of the year.  Time 
will tell if they are correct.  We believe patient investors will be 
rewarded with good investment returns over this new year.  The 
markets did close up each of the four final trading days of 2018. 

One of our clients recently asked what can be done to minimize the 
decline on our portfolios.  Investment selection is our primary tool to 
reduce the impact of market declines.  We strive to select investments 
selling at a fair value and with a history of paying solid dividends.  This 
helps to soften the impact of a market selloff.    

Selling is the only way to stop a decline in the midst of a 
correction.  Doing so will avoid further decline but selling and being out 
of the market when it recovers is far more costly.  You do not want to 
be out of the market when a recovery begins. 

Historically, the market has always recovered from corrections.  I don’t 
like corrections but know they are a necessary and recurring part of 
investing.  They shake out excesses in the market, but also tend to 
overdo things, and usually take valuations far lower than fair value.  At 
some point market declines bottom and recovery begins.  No one has 
been successfully able to time when to get into and/or out of the 
market.  For investors, I believe staying invested through the troughs 
and participating in the market’s recovery is the best strategy. 



A sign in my office states, “The biggest risk of the securities of 
America’s great companies has always been, and continues to be, not 
owning them.”  I can’t remember where I heard that, but I do believe 
it to be true.  It doesn’t mean that 100% of your investment capital has 
to be in stocks. For several years, we have been encouraging those of 
you who are in, or nearing, your retirement years to consider reducing 
your stock market exposure by moving part of your portfolio to either 
certificates of deposit (CDs) or guaranteed annuities.  The following is 
from our First Quarter 2016 Analyst & Commentary: 

“How much should someone have in the stock market?  This is really 
based on your risk tolerance, life expectancy, and investment 
experience.  Only you can decide what is right for you.  Clients in their 
seventies should consider a gradual shift toward guaranteed assets, 
such as certificates of deposit or guaranteed annuities.  By your 
eighties, having 30% - 50% of your assets out of the stock market is 
reasonable.  By your nineties, even up to 75% or more out of the 
market is prudent.   

It is really difficult to make the decision to leave the market, even 
partially, when stocks are moving to new highs…..but this is exactly 
when you should make such a move.  Yes, you will likely give up some 
market upside, but please understand, the next market downturn will 
be much more bearable knowing a portion of your savings is out of 
the market and earning a guaranteed return.” 

Even though we have written several times over the past three years, 
very few of our clients have contacted us to have us move part of their 
portfolio out of the market.  As fiduciaries, it is our responsibility to do 
what we feel is in the best interests of our clients.  We believe strongly 
that those of our clients in their retirement years need to have a 
portion of their portfolio in guaranteed assets.  I have started moving 
part of my own retirement account to CDs.   

Unless you choose to OPT-OUT (see later), we will gradually begin 
moving a portion of your portfolio out of the market and into FDIC 
guaranteed certificates of deposit.  It may take us a year or more, but 
our plan is to reallocate 2% of your portfolio to CDs for each year you 
are over age 65.  We will be using the average age for joint households 
to determine the amount to reallocate to CDs. 

For those of you under age 65, just let us know that you want to have 
us reallocate part of your portfolio to CDs and we will make sure it 
happens. 

  



The following shows how we will calculate the percentage to be moved 
out of the market.        

(Average Age – 65) x 2% = Amount Out of Market 

Age 70 = 10% out       Age 75 = 20% out       Age 80 = 30% out       Age 85 = 40% out 

Note:  We count those amounts you hold in guaranteed annuities with 
us as part of the out-of-market amounts.   

We are able to purchase certificates of deposit (CDs) through TD 
Ameritrade.  They currently have superior yields compared to those 
available through banks, credit unions and internet banks like 
CapitalOne, Synchrony and Ally.  We are also reducing our 
management fee for the CDs by 50%. 

There is a major issue you need to be aware of regarding CDs.  If sold 
before their maturity date, you may incur a loss of value.  If held to 
maturity, CDs are guaranteed to return the full-face value, plus all the 
promised interest. 

 

Opting Out 

If you are age 60 or older, you will find an OPT OUT REPLY card 
enclosed with this report.  If you do not want us to implement this 
CD strategy in your portfolio, just sign, date and mail the enclosed 
reply card back to us.  Otherwise, at age 65 and older, we plan to 
implement this strategy. 
 
We are here for you, always.  Never hesitate to contact us any 
time you have questions or concerns.  We appreciate the 
opportunity to be of service to you. 
 

Email Communication Reminder 
If you communicate with us regularly via email, due to our vacation 
schedules and such, please be sure to address all your business-related 
emails to both of us:  

ed@investorfan.com              margo@investorfan.com 


