
Dear Client, 

We found it somewhat humorous that, the week after the Academy Awards, the outfit that 

everyone seemed to be talking about wasn’t found on the Red Carpet.  #The Dress was the subject of 

conversation (and supposedly fierce debate) around many water coolers this morning, as an optical 

illusion sparked arguments about the true color of the garment.  (Was it black and blue, or white and 

gold?) 

 Beyond being an entertaining diversion on a Friday, the topic reminded me of Chris’ response 

when asked about the price prospects for an individual stock.  “Well,” he’d typically start, typing away 

on his keyboard, “there have been 2.4 million shares of Company ABC traded today, and the average 

price has been x dollars and y cents.  Those shares have been sold to 2.4 million shares’ worth of 

investors who believe Company ABC they are getting a great bargain and is going to go up from here, 

and they’ve been sold by 2.4 million shares’ worth of investors who believe the stock has peaked and 

will soon decline.”  Just as individuals saw different colors when looking at the same dress, investors 

can (and do) have varying opinions on the value when looking at the same stock.   

 One moral to be taken from these stories is the value of sticking to your beliefs in the face of 

opposition.  A number of online polls about “The Dress” found the majority (and as high as 75-80%) 

believed the color of the dress to be white and gold.  If you were among the minority who saw a black 

and blue dress, it would be easy to question yourself, assume you were color blind in some way, or 

simply go along with the crowd to avoid making waves.  Along those lines, our featured article looks 

into the herd mentality that often infects investors and examines the dangers of chasing the “hot” 

funds of the day.  Those that resisted the temptation tended to be rewarded over time.  As for the 

color of the dress?  The manufacturer confirmed that it was indeed black and blue… 

 If you have any questions about your portfolio, or what investment areas we may be seeing 

as black and blue when others claim it is clearly white and gold, please give us a call or schedule an 

appointment.  Also, we’re well aware that tax time is just around the corner, and have compiled a list 

(insert) of the important documents related to your investment accounts – you’ll want to gather these 

prior to getting started on your return. 

 Thank you for your continued confidence – we hope to catch up with you in the near future! 

Greg Rademacher, Chris Bugg, and Jodie McLellan 
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One of the great problems in life is 

what financial planners call variation 

of outcomes. In everyday terms, this 

could mean the difference between the 

people with the top 10 highest grade 

point averages from your college: Six 

have high-paying jobs, three never get 

above average wages, and one goes 

into journalism. You can never be sure 

where someone will go wrong. 

When it comes to investing in 

retirement, people with identical 

withdrawal strategies can have 

remarkably different outcomes, 

especially when they start taking 

withdrawals from stock funds in a bear 

market. Let's take a look at how 

investors would have fared in the 

largest stock funds at the end of 1999, 

the peak of the 1990s bull market and 

arguably the worst time in recent 

memory to start taking withdrawals. 

Why the largest funds? Because these 

are the funds investors were most likely 

to have in their portfolios, including 

their 401(k) savings plan. All had 

remarkably good records before the 

onset of the bear market, with Janus 

Twenty racking up a 975% gain in just 

a decade. 

Now let's assume that each investor 

had $1 million invested in the fund at 

the stroke of midnight on Dec. 31, 

1999, and elected to take regular 

withdrawals of $50,000 — a 5% 

withdrawal rate — each year. 

Financial planners suggest that a 5% 

withdrawal rate is sustainable over the 

average retirement, even if you adjust 

your withdrawal for inflation each 

year. 

The results, as you might expect, were 

widely dispersed. An investor in the 

American Funds Washington Mutual 

would have had more than $1 million 

in his account at the end of 2013. The 

fund actually gained 9.1% in 2000, 

thanks in part to its penchant for 

undervalued stocks. The next-best 

fund, Fidelity Contrafund, took its 

lumps in both bear markets but did 

exceptionally well in up markets. 

But Janus and Janus Twenty would 

have left you broke, and investors in 

Fidelity Growth and Income and 

American Century Ultra would have 

had one foot in the grave and the 

other on a skateboard. (And, had they 

adjusted their withdrawals up to 

account for inflation, they would have 

been broke, as well.) 

Of the 10 funds, the average balance 

at the end of 2013 was $420,500 — 

still a decent chunk of change. But 

that's skewed by the top performers. 

The median balance — half higher, 

half lower — was about $283,500. 

Only four of the 10 funds had 

balances above $500,000. 

Now, this is a worst-case scenario: A 

period that includes two soul-searing 

bear markets, and starts with one. The 

lessons we can learn here are 

numerous: 

•Don't invest in the hottest funds of the 

day. These funds should have 

delivered their prospectuses via 

pallbearer, in part because they were 

so stuffed with overpriced technology 

stocks in 2000. That's why their 

performance was so good in the 

previous decade, and why they were 

so popular. And this wasn't just a 

problem with growth funds: The 

Standard & Poor's 500 stock index 

had 28.4% of its assets in tech stocks 

in January 2000. 

• Don't be 100% in stocks at 

retirement. This can work if you retire 

at the beginning of a multiyear bull 

market. A period like the past 14 

“Withdrawal Game is Tricky to Play” 
 

By: John Waggoner 

Date: Nov. 7, 2014 

From:  USA Today     

COMPARING FUNDS 
How the 10 largest stock funds of 1999 
would have fared with a $1 million 
starting balance on Jan. 1, 2000, after 
taking $50,000 in withdrawals each year 

Fund                    Balance on 12/31/2013 

Fidelity Magellan Fund              $187,789 

Vanguard 500 index;Inv             $368,882 

American Funds ICA;A               $880,683 

American Funds Wash;A        $1,086,135 

Fidelity Gro & Inc                        $199,045 

Fidelity Contrafund                     $988,208 

Amer Cent:Ultra;Inv                     $43,414 

Janus Fund;T                                            $0 

Janus Twenty;T                                        $0 

American Funds EuPc;A             $672,557 

DIVIDENDS, GAINS REINVESTED THROUGH 2013.   
SOURCE LIPPER. 



Save a 

If you would prefer to receive 

our newsletter electronically, just 

let us know and we will send it 

via email each quarter. 

 

Email linda@btnwd.com  

or call 608-827-6415 

 

Please also contact us if you 

would like information about 

online account access and/or 

receiving your statements 

electronically. 

 
Make a 

Haven’t received the latest Social 

Security Statement by mail? They 

are now available online at: 

SSA.gov/myaccount 

Please send us a copy when you 

have a chance to check it out 

online. 

 

State Employees:   

Please remember to send us 

your retirement plan statement 

when you receive it. 

years? Not so much. The Standard & 

Poor's 500 stock index gained an 

average 3.6% a year since Dec. 31, 

1999. 

•Don't take withdrawals from stock 

funds in a bear market. Your main goal 

in retirement is to have your blood 

pressure go to zero before your 

retirement account does, says Mark 

Bass, a financial planner in Lubbock, 

Texas. But when you take money out in 

a bear market, you simply amplify your 

losses. And when the fund does 

rebound, your withdrawals reduce your 

gains. 

Consider Janus Twenty. In 2000, the 

fund fell 32.4%. But a $1 million 

account that took $50,000 in 

withdrawals would have fallen 35.8% 

that first year, thanks to withdrawals. By 

the end of 2001, a $50,000 

withdrawal would have been about 

12% of the account. That's not good. 

Although there's no generally accepted 

Percentage of Doom for withdrawals, 

Bass says he gets nervous when clients 

start to take out more than 6% or 7% a 

year. "Once it goes beyond that, it 

bothers me," he says. "I don't deny that 

there have been those who have taken 

out 8%, even 10% a year and done 

fine, but they have been lucky. It's 

unsustainable." 

Bass has his clients keep 12 months' 

worth of living expenses in money 

market securities, or cash. The next 24 

months' withdrawals are in short-term 

bonds — just in case of a prolonged 

bear market. After particularly good 

years in the market, he has them take 

some money out of stocks to replenish 

their cash supply, if necessary. 

It also helps to have some investments 

that aren't correlated closely with 

s t o c ks .  Bonds  a re  t he  u sua l 

diversification investment of choice, 

although owning bonds today means 

that your portfolio could be hurt badly 

by rising interest rates. Money funds, 

now yielding zero, could see higher 

yields as rates rise. And other 

investments, from gold to real estate to 

foreign bonds, aren't that closely tied to 

stocks or bonds. You could consider 

adding small amounts as insurance 

against the unexpected. 

How much you withdraw in any given 

year depends on a number of 

variables, from your mortgage (or lack 

thereof) to your life expectancy to your 

fondness for $1,000 bottles of 

champagne with pop stars. But what 

you want to avoid is a wide variation in 

outcomes, especially from your 

retirement investments. 

 

(Continued from page 2) 
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Do you know the significance of this number?   

That’s right, Buttonwood Partners  first opened 

our doors in the summer of 1990!   

25 YEARS 

Thank you for being a part of the journey, and please stay tuned 

for more information on joining us to celebrate the occasion… 
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Tax Season Preparation 

It’s that time of year again!  Whether you complete your own tax return or have professional assistance, it’s not unusual for there to be 

a fair amount of confusion around what documentation you will need in order to file a complete and accurate return.  To aid your 

efforts, we’ve compiled the following list of common investment account transactions and the corresponding tax document where 

you’ll find all of the important details: 

As always, don’t hesitate to call us if you have any questions regarding the documentation prior to your tax preparation. 

 401(k), 403(b), 457 Simple Traditional or Roth IRA SEP 

2015 Deferral Limit $18,000 $12,500 $5,500 N/A 

Catch-up if age 50+ $6,000 $3,000 $1000 N/A 

Employer Contributions Match and/or  

profit-sharing 

Up to 3% match N/A 25% of pay or $53,000, 

whichever is less 

Annual pay eligible for contributions capped at $265,000  

You may make eligible 2014 retirement plan contributions until April 15th, 2015 

Interest, dividends or capital gains distributions on 

investments held within taxable accounts.   

Form 1099, referred to as the “Tax Reporting Statement” for National Financial 

accounts. 

Sale of a position within taxable accounts. Form 1099-B.  Cost basis data is included in the “Supplemental Information” 

pages of the “Tax Reporting Statement” for National Financial accounts. 

Distribution from a retirement account.   Form 1099-R. 

  Roth IRA Conversion.  Form 1099-R.  Please be sure to consider any basis from contributions to non -

deductible IRA’s so that you don’t include that amount in your taxable income. 

Distributions for education expenses from a Section 

529 plan or Coverdell IRA.   

Form 1099-Q.   

Contributions to an IRA or other retirement plan.   Form 5498.  This is informational only and not required for completing your 

return, although it does document your contributions for future reference.  This 

may not be sent until May, since some contributions can be made until tax day. 

Charitable Contribution of Appreciated Securities.   Written acknowledgement from the recipient stating date and value of the gift 

received, along with confirmation that no goods or services of value were received 

in connection with the donation. 


