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Dear Clients,  
 Wisconsin State Journal columnist Bill Wineke says an investment in the stock market is “a roll of the dice.”  The Wall 

Street Journal predicts Enron’s fallout may lead to “a loss of investor confidence.”  Walter Dewey, a portfolio manager at First 
Wisconsin Asset Management,  believes hockey player Wayne Gretzky had the secret.  Finally, the Patriots won the Super Bowl.  
What is the connection?  Diversification - not just diversification as a way to reduce loss, but as a way to pick winners. 
 First, I think Bill Wineke – probably my favorite journalist - makes two mistakes in his 1/19/02 column.  He leaves out 
some important facts and he leaves readers with the wrong message. 
 Missing fact #1.  Bill says the purchase of stock – directly, or as he did through a mutual fund – is more akin to a bet on 
a horse race or another form of gambling than to putting money in a bank.  What he misses is that all forms of gambling are a 
zero-sum game, less the profit of the casino, organized crime syndicate, Native American nation or state government.  Bank de-
posits pay what has been guaranteed (repeat guaranteed), plus profit to the bank.  Similarly, stock investor John can buy at 10, 
sell to Mary at 15, and Mary can sell to Pat at 20.  If the profits of the company grow for another 100 years, a series of Johns, 
Marys and Pats can all profit.  A growing economy over several generations can lead to generations of successful investors. 
 Missing fact #2.  What is the size of Bill’s investment in Enron?  Don and I are not touts for the Merrill Lynch Growth 
Fund.  Merrill Lynch is a competitor.  But the size of that fund’s investment in Enron, on 9/30/00, with Enron stock in the 80’s, 
was 3.8%.  As a comparison, Bill’s maximum potential loss of 3.8% is only a fraction of the 11.8% the S&P 500 shed in 2001.   
 But aren’t The Wall Street Journal and its columnists more sophisticated in matters of corporate finance than Bill Win-
eke and the Wisconsin State Journal?  In The Wall Street Journal’s “The Outlook” column on 1/21/02, Steve Liesman writes that 
after Enron, investors may no longer trust boards of directors, corporate executives, accountants, or Wall Street analysts.  Unfor-
tunately, he may be correct, but let us think about mutual fund structure, and Bill’s 3.8%. 
 At noon on a given Tuesday, the guy in the car coming toward you on University Avenue may be drunk.  He might even 
cross the lane and choose you as his victim.  When we travel by car, we take that risk.  At 1:00 A.M. on Sunday morning, the risk 
of an approaching drunk is quite a bit higher, and most of us adjust our awareness accordingly.  If the drunk driver gets caught, 
he will pay a severe penalty, personally and financially.   
 Likewise, we can compare this scenario to Enron.  The directors, executives, accountants and Wall Street analysts have 
now been caught, and they will also pay a penalty – personally and financially.  It is true that many investors have also paid a 
severe penalty, particularly Enron’s employees, but very few holders of a diversified portfolio will pay a price that will change 
their lives.  In Bill’s case, he and the other holders of his fund lost something less than 3.8%. 
 Now I move onto the thin ice (pun intended) of professional sports.  At the end of January, Greg attended a program at 
First Wisconsin Asset Management (now US Bank Asset Management).  At the meeting, Walter Dewey told a story about 
Wayne Gretzky, “The Great One.”  When asked how he did it – he wasn’t the biggest, the fastest, etc. – Wayne said, “The other 
guys go to where the puck is. I go to where it is going to be.”  Greg, Don and I agreed that very few stock investors or mutual 
fund managers can consistently predict “where the puck is going to be.”  But what about our Summer 2001 newsletter?  Didn’t 
we show that cutting back on “winners” and moving toward “losers” (i.e., rebalancing your portfolio) does just that? 
 Finally, let me mention the Super Bowl.  I entered the pool.  One dollar on the Rams by 16.  Jane, who grew up in Con-
necticut, picked the Patriots by 7.  She did not split the pot with anyone.  Right result, wrong reason?  It doesn’t matter.  None of 
us knows what will happen next. 
 Keep your portfolio diversified.  Understand the risk of an oncoming drunk.  Rebalance at regular intervals.  Recognize 
your own ignorance.  And have an appropriate level of faith in the long-term strength of the world economy.  Thank you for 
trusting your portfolio to Don and me at Buttonwood Partners. 
 P.S.  Speaking of the Patriots, Mary went to Boston to curl in January and her team placed 2nd in a select group of 32 
teams entered from across the U.S. In early February, her team took the Bronze in the Badger State Games.  
 
Best Regards, 
Chris Bugg 

A friendly reminder that you have until April 15th, 2002 to make your 2001 Roth IRA contribution.  Also, it is 
never too early to start thinking about your 2002 contribution.  The new tax law raises the maximum contribu-
tion to $3,000 ($3,500 if you are over 50), starting this year.  Please give us a call to discuss this opportunity! 



New Year Brings New Employees 
 As you know, we have keyed into the fantastic human resources available at the University 
of Wisconsin.  At the end of the year, however, three of our “interns” moved on into the big, bad 
world outside of “Mad-town.”  Matt Goetzinger and Kari Hughes both joined Strong Capital Man-
agement Co. and Keri Fitzgerald went to work for M&I Bank, both in Milwaukee.  We will miss 
them all, but are certain they will do well in their professional lives. 
 Replacing them are three undergrads who have rapidly become vital members of our team.  
Andrew Eversfield is a junior finance/real estate major from Whitefish Bay who is working on re-
fining our client appointment process.  Justin Unertl is also a junior finance/real estate major and 
hails from the booming metropolis of Theresa, WI.  Justin is upgrading and maintaining our com-
puter and portfolio records.  Tammi Yee joins us as a sophomore marketing major from Green Bay.  
Tammi is handling our client communications, including this newsletter. 

 They are not here every day of the week, but when they are our working atmosphere is filled with their high energy, 
challenging questions and lively spirit.  While they push us very hard to keep moving quickly and efficiently, they are also just 
plain fun to have around. 

Various 529 College Savings Plans Available 
 Did you know that every state can have a 529 plan in which anyone can participate regardless of 
their residency?   These plans are being quickly established and we would like you to know what these 
plans have to offer.  If you would like to learn more about a specific 529 plan, please call us and we would 
be more than welcome to send you additional information.  Listed below are some general highlights of the 
529 college savings plans being offered: 

1. The beneficiary of an account can be of any age or relationship to the account owner – a child, 
grandchild, niece, nephew, friend, spouse or even yourself. 

2. The maximum amount that can be put into a beneficiary’s account is approximately $250,000 (varies with different 
plans).  Your earnings can grow beyond this limit, but no additional contributions will be allowed. 

3. If you already have an existing 529 plan and would like to switch to another 529 plan, transfers or rollovers are allowed.  
Certain regulations apply to different plans. 

4. Investing in a 529 plan will not affect your ability to invest in other education savings accounts such as Education IRAs. 
5. Investors are able to make contributions, decide when to make withdrawals and change the beneficiary from one family 

member to another. 
6. Earnings and withdrawals for higher education are state tax-free until the end of 2010, meaning investors can contribute 

a certain amount during the year without gift-tax consequences, although the contributions are not deductible from your 
federal tax returns. 

Time and patience make for a healthy retirement 
 Ever wonder what difference $20 deducted from your weekly payroll check would make for your life?  Is it absolutely 
necessary to carry that extra $15 (post-tax) in your wallet just in case you want to splurge on something fun and exciting?  Imag-
ine the size of your retirement fund if you allowed a small contribution of $20 a week to grow in your retirement plan.  If you are 
asking yourself such questions, think about it…time is on your side.  Look at how much contributions of even $20 from a weekly 
paycheck can grow.  All you need to have is time and patience - the two ingredients for a healthy retirement account. 
 
 
 
 
 
 
 
 
 
 
 
 
This illustration assumes the hypothetical investment earns a 9% annual return rate, compounded weekly.  Withdrawals from account are taxable and subject to a 
10% IRS penalty for early withdrawal if made before age 59-1/2.  Your actual results could be quite different.  Regular investing does not ensure a profit or pre-
vent losses in declining markets.   

    Weekly   Savings Accumulated             
Contribution       10 years        20 years         30 years                40 years         

***  Keep ALL 1099’s for Future Years*** 
1099’s contain details of sales as well as details of purchases.  This is your personal record of your cost basis.  File your 1099’s 
carefully so they can be retrieved for future tax reports! 
 

This newsletter was prepared from sources believed to be accurate.  Buttonwood Partners, Inc. does not specialize in tax law or 

providing tax advice.  Please consult a tax expert if you would like further information. 


