
I remember it like it was yesterday. A client would call,
looking for their portfolio balance. We would tell them
that we would get back to them in a few minutes. Then
we would pick up the phone, call the investment company
advisor line, get the balance and any other needed
transactions. Finally, we would call the client back and
provide the information. It was all very normal and
simply part of the relationship we were providing. Of
course, these were the days when investment companies
provided their share prices annually in the prospectus,
and the “big three” television channels barely mentioned
the markets in their nightly news reporting. 

Fast forward fifteen years (not fifty, but fifteen). It’s not
about having access to financial information anymore -
this is fully assumed. It’s about who can provide that
information in the best possible manner. There is an
entire industry, including print, television and internet,
dedicated to providing what they call advice, critical
data, and news YOU need NOW to make informed
decisions. Very interesting. They never even met you.

So, just a few years ago (in historical terms), someone
who needed information would feel perfectly
comfortable making a phone call to find the answer, from
a timing perspective. There was no personal requirement
to have greater access. In fact, we didn’t know any better
because that’s all there was. But more importantly,
thinking about how your money is doing was not a part of
everyday life. Today, it seems as though daily measure of
our finances is not only encouraged, but required if we
are to yield any type of meaningful success in our lives.
We are now programmed to constantly monitor events
around the world, wondering how they will affect us and
our portfolios each day. What about Europe, or the bank
in Nashville that closed? How about that guy in the
Netherlands who stole money from people? Our question
is this; how’s is it going for not only our portfolios, but
our emotional state ? 

The world is moving at a very rapid pace. We get it. And after
all, isn’t having access to all the information you can better than
not having it? Plus, look how global everything is now. There
are things affecting us in ways that never did before, and we
need to keep abreast of it. While these comments may seem
true on the surface, we believe there is more to the story.

The financial world has done an awesome job of providing
timely information for those inclined. However, we have found
that there is a very large difference between information and
knowledge. Those sharing information often benefit no one but
themselves, and those receiving it can become frozen with
confusion and fear. Why? Because generic and often conflicting
data is difficult to apply. Yet, that feeling of being “informed” is
powerful. Knowledge, on the other hand, is looking at a specific
situation, and applying specific strategies. We need to step back
and keep those differences in mind. For some reason, timeless
knowledge is never as emotionally powerful as misguided
timely information.

When we think about money, and how it applies to our lives, we
feel it is critical to map out a financial plan, and follow it.
However, we must also remember that it needs time to work.
Monitoring progress along the way is great, but in no way does
daily measurement of a thirty year plan do anyone a bit of good.  

Finally, the topic of humanitarian progress is a little advanced
for this newsletter, but we can’t help thinking that we are
currently in a period of historic “mismatch” when it comes to
how we think about our lives, and the progress we hope to
make. The unbelievable progress of today is very exciting, but
how often do we find ourselves thinking about the good old
days, when things were more simple. This issue is applied to
financial planning in a very direct way, because by definition, it
is a consistent monitoring of our lives. We thought it would be
helpful to introduce these concepts, as we feel they uncover a
powerful part of the financial thought process. 
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Guiding our clients in achieving true
independence, so they can focus on
living out their meaningful purpose.

The Good Old Days



The Income Drought?
For the past several years, interest income rates have become extremely
low. Rates on bonds of all types have fallen for thirty years and are now at a
bottom. In addition, and what may be surprising to some, is that dividend
payout ratios for corporations are also reaching historic lows. Uncertainty
has favored mergers and share buybacks. At a time when many investors
are concerned about more “risk” markets like stocks, and millions of
retirees prepare for income-oriented investments, we are presented with an
interesting scenario.

It used to be that investing for conservative growth was the easiest thing to
do. We just buy some bonds, maybe a few cd’s, and things would work out.
We wouldn’t earn as much as maybe we could, but we wouldn’t lose much
either. Recently, one could argue that investing for income has never been
more challenging. This issue is as much emotional as it is factual.
Conservative investors, by design, are not comfortable with much risk. Yet,
a ten-year treasury at under 1.7% demonstrates how difficult things are. So,
in a way, conservative income investing has been the “riskiest” of all. 

The show must go on. You will continue to hear about this issue moving
forward, especially as a sharp rise in interest rates could send things from
bad to much worse in the mid-term. Now the good news. Alternative
solutions to the income drought exist, and have been capturing the attention
of many, especially in the institutional money arena. Using unique and low
correlating combinations of asset classes such as convertibles, high yield,
global debt, real estate, and non-agencies, are capturing and replacing the
more traditional yields we all took for granted. We have been working with
firms that specialize in these tools for years, and have been fortunate to gain
a deep understanding early on. While our clients may not miss a beat, for
financial geeks like us, this income thing is a very interesting puzzle to
solve. The solutions are simple, but definitely not easy.

Risk in Disguise
Let’s say you have an investment portfolio which you’ve watched for several
years. You may have some stocks of varying types, bonds, international
holdings, etc. You open up your most recent statement to find that every
single holding in your portfolio is significantly up for the third quarter in a
row. It’s amazing. You are very happy with how things are going and wonder
if you shouldn’t add more money.

At first glance, the scenario above seems to be the perfect portfolio. For this
short time period, it is. After all, isn’t that the goal? Make the account go up?
Yes, however, what goes up has equal opportunity to come down. The main
reason we diversify our investments instead of putting all of our money in
one thing, is to balance out risk AND return. We may hit a homerun
sometimes, but it is often not worth the significant downside risk. So we
seek to optimize based on our specific situations. 

When we see a portfolio where all of the investments seem to be moving
together, especially in aggressive markets, they tend to be a sign that we
need to change our diversification. (You read that right). This is often the
time when we are at peak risk, and interestingly enough, also when many
people seek to double down. We have seen many examples throughout
history of markets that were on a tear, only to upset big, very quickly. It
may seem odd to speak against perceived positive returns, but in the end, it
is our timeframe, downside tolerance, and expectations which rule the day.  

On the back burner
Your Gift

If someone were to ask you what
your greatest gifts are, what
would you say to them? Do you
even know what they are? Does
the world?

It seems as though, in our times,
smaller numbers of people and
talents are given greater amounts
of worldly recognition. Celebrities
come to mind. We are leaving the
perception on ourselves and those
who come after us that fewer and
fewer have much to offer, or ever
will. Our new role is to “observe”
the lucky ones, and live through
them. How wrong we are.  

Every single person who has ever
lived was given something unique,
which brings good for all.
Sometimes it’s the blind man, a
poor neighbor, or a sick child
which challenge our beliefs in
this. Yet, when we think about it,
it is often the works of these
people who help us realize it.

Imagine if we all focused on
bringing our true talents into the
light, and then proceeded to
unleash them onto the world.
Simply, sharing what we all have
been given. Imagine.

Next time you find yourself
wondering how you got where you
are in this crazy life, remember
this; In the absence of knowing
what you bring to the world, you
will always believe in its
judgment of you. And for those
who truly know? They do not have
the time to think about it, as they
are too busy changing the world!

By Lee Stoerzinger



Important Tax Info
After the end of each calendar year, all of the
financial institutions in the United States begin
preparing tax documentation which they are
required to send to shareholders. This includes
1099’s for interest and dividends, gross
proceeds transactions, required minimum
distributions, etc. For what seems like forever,
they are required to have them out by January
31st of the year following. In recent years,
many of these companies have been sending
them out later and later. On top of that, some
send out several versions of revisions, almost
all the way until tax time. Since it is becoming
increasingly confusing for all parties involved,
we thought we would give a “group
explanation” as to what’s going on.

In 2003, the tax code was changed to include
two types of dividends from investments;
qualified and non-qualified. Qualified are taxed
at a preferred rate. There are several things a
company must do in order to gain this status,
so to speak. While the investment companies
await the information from the corporations,
they are still forced to abide by the reporting
rules. So, they will either file for an extension
with the IRS, or send out the first round on
time with amendments later. It has become
clear that both choices are a mess, as taxpayers
have to file later than planned, or amend their
returns.

Our view on this is that the easiest course
would be to go back to one type of dividend and
one low tax rate. However, since the gov’t does
all of the hard things before it finally figures
out the right thing, we won’t count on it. We
just want you to understand that it is not the
specific investment company that manages
your money which is ultimately causing the
problem. It is that the corporations which pay
the dividends are taking longer to determine
the types of dividends. Therefore, the entire
system is put into an impossible time frame.
However, we are still living under what we all
consider the built in stone January 31st rule. 

The financial industry is well aware of the
problems caused by the documentation
requirements, and is doing all it can to deal
with the problem, as are we. Please consider
this as we roll into tax time 2013! Thanks
much. Your patience is greatly appreciated. 

Volatility is for Real
Doesn’t it seem like the markets have been a lot more volatile in
recent times than they used to be? Well, there’s good reason for
that. They are. BlackRock recently did a study on this.

Trading days up or down 2% or more measured by year:

-2% Return +2% Return

2011 21 14
2010 10 12
2009 28 27
2008 41 31
2007 11 6
2006 0 2 
2005 0 0
2004 0 0
2003 5 10
2002 29 22
2001 13 12

Trading days, up or down 2% or greater, measured by decade:

1950-1959 43
1960-1969 30
1970-1979 78
1980-1989 116
1990-1999 91
2000-2009 262 

Our expertise is in helping our
clients identify how the pieces of
their financial lives fit together.

Investment and retirement planning to help people accumulate, preserve and pass on wealth.

www.leestoerzinger.com

2013 Social Security Updates
The Social Security Administration has announced several updates as
they relate to those collecting or paying into the Social Security system.

For the year 2013, there will be a COLA (cost of living adjustment) of
1.7%, beginning with December 2012 benefits. Last year the adjustment
was 3.6%.

The maximum amount of earnings subject to the Social Security portion
of FICA tax will increase to $113,700 (from $110,000). Meaning, this
earned income amount is subject to Social Security tax. After that,
it is not. (Yet).

The earnings limit for workers under the full retirement age will be
$15,120, up from $14,160 in 2012. The limit for workers in the year of
full retirement age is $40,080, up from $38,880.

If you have any question or concerns about Social Security, please give
us a call. We would be happy to help.



Financial Flash
@ Close of Business, 12-31-2012
(Information by finance.yahoo.com)

12-31-2012
INDICATOR 
Prime rate: 3.25%
Discount rate: 0.75%
3 month t-bill yield: 0.53%
10 year t-bond yield: 1.76%
30 year t-bond yield: 2.95%

30 year fixed mortgage: 3.40%

Dow Jones Ind: 13104.14
S&P 500 index: 1426.19
NYSE composite: 8443.51
Nasdaq composite: 3019.51
Ftse 100: (Europe) 5897.81
Nikkei 225: (Asia) 10395.18
Oil: 91.69
Gold: 1674

Trivium
Definition: Studies intended to provide general
knowledge and intellectual skills.

All who contact us with the correct answer will
be placed in a drawing for a $30 gift certificate. 

QUESTION:
What is the “Lewis Turning Point”, which
country in the world has been recently close to
reaching it, and why does it matter?

Winner from last quarter:
Tess Brich

Others who answered correctly:
Bob Anderson
Wade Gustafson
Dan Holley
Nick Kovar
Jerry Stoerzinger

Question from last quarter:
What are the FIVE components of the United
States GDP (Gross Domestic Product)?

Answer:
1. Housing
2. Investment ex-housing
3. Government Spending
4. Consumption
5. (Subtract) Net Exports

Lee Stoerzinger, Inc. is a proactive investment and retirement planning firm.
While we offer a comprehensive list of services, our areas of focus are
retirement income planning, life transitions, generational wealth, and tax
efficiency planning. 

Our expertise is in helping our clients identify how the pieces of their
financial lives fit together, understand the investment process, set realistic
expectations for their personal situation, and blend investments into a
comprehensive financial plan. 

We seek to provide world-class service, and exceed our clients’ expectations
in all matters. We hope that in all we do for our clients and our community,
that we continue to bring powerful meaning to the word character.

Securities and Investment Advisory Services offered through SII Investments,
Inc.® Member FINRA / SIPC and Registered Investment Advisor
Lee Stoerzinger, Inc. & SII are separate companies 
SII does not provide tax or legal advice
940 Inwood Avenue North  |  Oakdale, MN 55128
phone: 651-578-1600  | web: www.leestoerzinger.com

This newsletter intends to offer general information on the subjects discussed,
but should not be regarded as a complete analysis of these subjects.
Professional advisors should be consulted before implementing any options
presented. No party assumes liability for any loss or damage resulting from
errors or omissions or reliance on or use of this material. States Registered to
offer Securities: Arizona, California, Colorado, Florida, Idaho, Minnesota,
Nebraska, Ohio, Oregon, Wisconsin. States Licensed to offer Insurance:
Minnesota, Wisconsin.

A Note To Our Clients
Have you ever thought about inviting your adult children to a
family meeting with our firm? Do you have unresolved or complex
planning issues which you feel may benefit from outside vision?
We would be happy to host your family in a way which you feel
would be most beneficial.

Many positive things come from holding family estate and
investment planning sessions. They give elders the chance to share
their wishes and beliefs about their legacy. It allows the children
the opportunity to learn more about how things work, and what
the future may look like. Most of all, it provides a place to
answer questions, and even air out possible conflicts. Give it some
thought and let us know.

We look forward to sharing this newsletter next quarter.

Sincerely,

Lee Stoerzinger, CFP®®
President® ®


