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CORE INVESTMENT PORTFOLIO 
 
Action: Sell SPDR S&P Bank ETF 
 
Ticker Symbol: KBE 
 
Sell Price: At the Market 
 
 
Action: Sell SPDR S&P Retail ETF 
 
Ticker Symbol: XRT 
 
Sell Price: At the Market 
 
 
Action: Sell Select Sector SPDR-Technology 
 
Ticker Symbol: XLK 
 
Sell Price: At the Market 
 
 
Action: Sell iShares Trust Dow Jones U.S. Industrial Sector Index Fund 
 
Ticker Symbol: IYJ 
 
Sell Price: At the Market 
 
 
Action: Sell Vanguard Small-Cap Growth ETF (VBK) 
 
Ticker Symbol: VBK 
 
Sell Price: At the Market 
 
 

SPECULATIVE PORTFOLIO 
 
Take no action at this time. 
 

 1



 2

Dear Member, 
 

I advise you to sell all of the ETFs that compose my Core Investment Portfolio in accordance with the trade 
instructions outlined above. 
 
That advice is based, primarily, on my expectation for equity prices in general, including the ETFs mentioned 
above, to pull back substantially within the next few days in response to a likely realization by astute investors 
that the budget deal passed by the U.S. Senate January 1 will likely have no positive impact on the U.S. 
economy. In addition, that agreement, known as the American Taxpayer Relief Act of 2012, will likely not 
reduce the U.S. budget deficit in any meaningful way. 
 
The American Taxpayer Relief Act includes the following: 
 

• Marginal income rates for individuals whose annual income is above $400,000, and for married 
couples whose annual income is above $450,000, will rise from 35.0% to 39.6%. 

 
• The capital gains rate for individuals whose annual income is above $400,000, and for married 

couples whose annual income is above $450,000, will from increase from 15% to 20%. 
 

• A phase-out of tax deductions and credits for individuals making more than $250,000 per year, 
and married couples making more than $300,000 per year, will be reinstated. 

 
• Estate taxes will be raised from 35% to 40% for estates valued at more than $5,120,000. 

 
• Payroll taxes will increase by approximately 2%. 

 
• Tax credits for low income families will be extended for five years. 

 
• The federal emergency unemployment benefits program will be extended through 2013. 

 
• The U.S. Government automatic spending cuts that were supposed to go into effect on January 

1 will be delayed by two months. 
 
The Act does not address the federal debt ceiling, which will need to be increased by early March unless the 
Congress implements measures to reduce federal government spending substantially. In regard to that 
subject, my experience suggests that the Congress will fail to enact any such measures. 
 
Hence, the Congress merely delayed the “fiscal cliff” by passing the American Taxpayer Relief Act and by 
failing to implement any reductions in government spending. 
 
Although my research has continued to indicate that economic conditions around the globe, and the pace of 
worldwide economic growth, will improve considerably during 2013, the factors mentioned above suggests to 
me that, I expect equity prices to pull back substantially over the next few weeks. 
 
David N. Frazier 


