
Dear Client, 

Back in the depths of the financial crisis, we attended an American Funds luncheon where we 
had the privilege of hearing one of their analysts speak.  Roughly six years later, what stands out in my 
memory about the presentation isn’t the details of the in-depth research they conduct, or the amazing 
call he made on an individual stock; rather, it was his description of how American Funds handles a 
stock market crisis. 

In essence, each employee was required to keep a journal of what he or she was thinking and 
feeling as the financial world came crashing down around them.  Because American Funds knows that 
time distorts our memories, and that human nature has a wonderful ability to shut out the worst of 
our experiences.  By requiring those journal entries the company was able to preserve the reality of 
the situation (and that of every other significant decline going back decades) to draw from during 
future declines and to remind one that it most likely is not “different this time.” 

With that in mind, we went back in time to late summer 2011, when the last official 
correction occurred in the stock market.  Those were fairly scary times, with the “Flash Crash” of May 
having shocked investors, the European “PIIGS” debt crisis in full effect, and concerns that the United 
States would default on its debt due to failure to raise the debt ceiling.  Would you have been able to 
recall most of these events, or the timing of each, without our reminder?  Don’t worry; even I had to 
look up a couple of the details!  It’s amazing how quickly and easily we forget… 

But as luck would have it, we were busy writing our Summer 2011 newsletter, which we can 
look back on as our “journal entry” to recapture the experience.  In it we noted: 

 

“The Dog Days of Summer, indeed.  If only the weather had been the only thing 
responsible for making us feel a little uncomfortable.  I guess we weren’t the only ones, 
either - over the past three weeks we have fielded more calls than at any point since the 
market bottom (February/March2009) following the financial crisis.  The typical 
conversation was highlighted by one question: “Is there something I/we should be doing?”  
It is a perfectly rational inquiry, and important enough that we felt repeating the answer 
here (or allowing you to read it for the first time) was a worthy opening to our summer 
newsletter.  

Should you be doing something with your portfolio?  That answer is more than 
likely ‘no’ – with the important caveat of ‘unless your goals have changed.’  The 
(considerable) list of concerns that we’ve been dealing with these past two-plus years is not 
unusual coming out of a recession, nor is the pause we are experiencing in the stock market 
this year (the major indices are roughly breakeven for 2011 as we write this).  In fact, ‘Since 
World War II there have been 10 occurrences of back-to-back double-digit advances; the 
average return in the third year has been 1.7%, and only twice (1951 and 1994) did the 
market extend the streak of 10%-plus to three.’  The market has seen 7-8% declines twice 
since spring, but both have stopped well short of the 16% swoon we experienced in the 
spring of 2010.  Basically, everything we are experiencing is safely within the realm of 
‘normal’ market behavior.” 
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 We were struck by how much history tends to rhyme, if not outright repeat itself.  The S&P 500 closed out 2011 with a 
total return of 2.11%, slightly better than the average cited.  And in 2015 we are coming off of the rare 3-peat (2012-14) of double-
digit advances; 2015’s lackluster year-to-date returns are about what one would expect when viewed through this lens.  As 
unnerving as the daily headlines can be, we have been here before, and recent market events remain within the definition of 
“normal” – even if we don’t particularly enjoy them. 

 You will have recently received your August statement, which reflects the brunt of the market’s recent decline.  We 
encourage you to engage in the journal writing experience yourself, jotting down some notes and reflections regarding your 
reaction to the numbers, as well as your investment thoughts about the past few weeks.  Then set them somewhere safe to pull 
out the next time – you might be surprised by what you find! 

 Of course, while the short-term gyrations of the market receive most of the attention, we really want your focus to be on 
your long-term planning.  To that end, we’ve included the second half (Nos. 8-15) of “The 15 Numbers Every Investor Needs to 
Know.”  We hope round two generates as much useful conversation as the first installment did.  As always, please don’t hesitate to 
share your questions or comments with us – we love to hear from you! 

Sincerely, 

Greg Rademacher, Chris Bugg, and Jodie McLellan 

Our letter — Continued from page 1 

If you have a question about anything financial – anything – we want you to feel comfortable calling us about it.  There is 

nothing worse than hearing a client say, “Oh, I didn’t  know you did that…”  Some of the 

most frequently asked questions we discuss with clients include: 

 When can I retire, and how much can I expect to live on? 
 When should I begin taking Social Security? 
 Is it better to contribute to my employer plan or a Roth IRA? 
 How can I eliminate my credit card debt? 
 What is the best way to pay for college tuition? 
 How much life insurance should I have, and what type of policy should I use? 
 What annuity/pension option should I take? 
 Should I refinance my home? 
 What is the best way to make a charitable donation? 
  What is the best way to structure my estate for my heirs? 
 How/when should I discuss money with my children? 

In addition, there are certain times when we really must insist that we hear from you, such as: 

 Changing jobs 
 Getting married 
 Buying a house 
 Having a child 
 Receiving an inheritance 
 Retiring 

If a life event will impact your answers to the questions, “How much do I need?” and “When do I need it?” then it’s time 

to pick up the phone (or fire up the computer) and contact Buttonwood Partners.  We’ll look forward to hearing from you. 

Is it Time to Call Buttonwood?  
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Review from part 1: 

INVESTING 

Percentage of Your Savings in Stocks 

Maximum 401(k) Contribution 

Price/Earnings Ratio of Stocks 

Average Yield on Bonds 

Average Expenses of Your Funds 

TAXES 

Adjusted Gross Income 

Your State’s Estate-Tax Exemption Amount 

—————————————————————————————————————————————————————-- 

PLANNING 

Your Fixed Living Expenses 

Getting a handle on your recurring expenses is critical for retirement planning and also to determine how much money 
should be kept in an emergency fund in case of a job loss or other income disruption, says Suzanne Shier, Chicago-
based chief tax strategist at Northern Trust. 

Many advisers recommend a fund to cover at least six months of expenses such as mortgage payments or rent, utilities, 
loan payments, food and transportation. 

Don’t forget bills that crop up only a few times a year, such as some insurance premiums or property tax, says Mike 
Piershale, president of Piershale Financial Group in Crystal Lake, Ill. And while tallying expenses, look for items that you 
might be able to trim.  

Yearly Health-Care Bill 

Some health-care costs are predictable while others may vary sharply from year to year. Knowing how much you have 
been spending in insurance premiums, deductibles and copays is important for retirement planning, since health care is 
likely to be one of your biggest expenses.  

Retirees should expect to pay, on average, at least $5,300 a year for Medicare premiums, supplemental “Medigap” 



coverage and out-of-pocket expenses like dental and vision checkups, says Cyndi Hutchins, director of financial 
gerontology for Bank of America Merrill Lynch. Add in more for items that aren’t covered by Medicare, like hearing aids 
and glasses and most long-term care, she says.  

For nonretirees, if you have a choice of multiple health plans, consider your recent years’ spending in estimating whether 
you are better off paying higher premiums for a lower-deductible policy or going with a lower-premium plan that requires 
you to pay more out of pocket before coverage kicks in.  

Cost to Rebuild Your Home 

The cost of rebuilding your home can be very different from what the home might sell for. But it is the former that matters 
when it comes to buying insurance.  

For example, if your home is on a big piece of property, the cost to rebuild could be significantly lower than the market 
value that includes the land. But an older home with a lot of architectural details could cost more to rebuild than the price 
it might sell for. You need enough coverage to make you whole after a major loss, but don’t want to pay for more than 
you need.  

An insurance agent can generally help calculate rebuilding costs, or you can check with local construction contractors, 
says Loretta Worters, vice president of the Insurance Information Institute, an industry group. 

Price-to-Rent Ratio 

This is an important number if you are thinking of buying a first home—or are getting ready to downsize and have the 
choice of buying or renting your next place.  

In a market where rentals are pricey, that is one reason to consider buying. But if rentals are cheap and plentiful, you 
might do better by going that route and investing the remaining dollars. 

The basic idea is to take the average price of homes for sale and divide it by the cost of renting a similar property for a 
year. You might gather data by visiting properties or consulting a website such as Zillow.com. If the resulting number is 
less than 20, buying is likely the better option, says Dean Baker, co-director of the Center for Economic and Policy 
Research in Washington.  

Life Expectancy 

How long you are likely to live can affect a host of decisions, such as how to invest your retirement nest egg and how 
much you can safely withdraw each year.  

There are online calculators that take into account family medical history and personal habits, among other factors; Mr. 
Baumbach, the Delaware adviser, suggests the Living to 100 calculator from Thomas Perls, a doctor who heads the New 
England Centenarian Study at Boston University School of Medicine. 

Says William LeMaire, a 69-year-old client of Mr. Baumbach: “If for some reason you have a family history of everyone 
going at 75, you’d spend your money a whole lot differently than if you’re going to live to 90.” The number that he is 
working with after checking out some calculators: 88. 

DEBT 

Your Monthly Debt Service 

What do you spend monthly on debt such as a mortgage, auto loan and any student debt? Include your credit-card bills if 
you aren’t paying them in full every month. 

“The 15 Numbers Every Investor Needs to Know”  Continued from page 3 
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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. 

While individual situations vary, “if you're paying more than half of your 
paycheck toward your debt, there’s something wrong,” says Mr. Vattuone, the 
financial planner, adding that debt at that level will make it harder to achieve 
retirement goals.  

In prioritizing repayments, focus on the debt with the highest interest rates—
typically credit cards. If your debt is unmanageable and includes federal 
student loans, you may have various repayment options available. Check out 
the government’s repayment estimator at StudentAid.ed.gov. 

Consider also if you would be better off liquidating some low-earning assets, 
such as bonds, to pay down debt.  

Your Mortgage Interest Rate 

“It’s easy to go on autopilot with automatic debit of mortgage payments and 
lose track of the current rate” on an adjustable-rate mortgage, says Northern 
Trust’s Ms. Shier.  

Snap out of it. The coming months could be the last chance for some 
homeowners to refinance before the Federal Reserve pushes interest rates 
considerably higher. Consider refinancing if you are able to shave your 
mortgage rate by at least one percentage point. 

Your FICO Credit Score 

Your credit score can have a big impact on the interest rates you can get for 
consumer loans—or if you even qualify for a loan at all. The most widely used 
score is the FICO score, which is calculated using a formula from Fair Isaac 
Corp. FICO -0.43 % and which is becoming more available to consumers.  

 

Savings on a four-year $25,000 auto loan for a borrower whose FICO score is 
720 or above, versus someone in the 660-689 range 

Source: Informa Research Services  

More lenders offer the score free to customers, with holders of Citi-branded 
credit cards being added to the list this month. At myFICO.com, people can 
pay $19.95 for a FICO score and credit report from any one of the three big 
credit-reporting companies—bringing the cost for all three to nearly $60. 
Experian, one of the three firms, just started providing FICO scores as part of 
its credit-monitoring service. 

Copyright 2015.  The Wall Street Journal. All rights reserved.  Used by permission and protected by 

the Copyright Laws of the United States.  The printing, copying, redistribution, or retransmission of the 

Material without express written permission is prohibited.  
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“If you have trouble imagining a 20% loss in the stock market, you shouldn't be in stocks.”   - John Bogle  

(This quote sparked heated debate within our office.  Please share your reaction to reading it.) 

ADDRESS LABEL VISUAL AID 

REMOVE BEFORE PRINTING 

STAMP 

VISUAL 

AID 

Nate Tonsager 

Account Service Associate 

(608) 827 6405 

nate@btnwd.com 

http://www.investinganswers.com/financial-dictionary/businesses-corporations/stock-5150

