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Market Correction Continues
Fear continues to prevail while all global markets fade. Other than cash, there is
no place for investors to hide. The huge credit bubble in China is bursting while
their stock market is being absolutely devastated. Europe continues struggling
to reverse the damage done to their economies by their ill-advised Bush-era
austerity measures. The emerging market economies have absolutely tanked.
The only current “bright spot” is in India. But that is such an inefficient market
(often with systemic mispricing and outright fraud!) that I strongly advise
against hitching your wagon to them.
In spite of the recent stock market losses on Wall Street, the U.S. economy
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continues to show slight growth, albeit much slower than was projected just one
year ago. The urge for investors to find refuge by moving their investments to
cash is very strong right now. But as long as U.S. investors can avoid their urge
to overreact like “Chicken Little,” I am confident that our patience will almost
certainly be rewarded in the long-run.

Playing the “Devil’s advocate” for a moment, consider the risks of moving to
cash. First, you would be liquidating at a loss, never a good thing! Second, cash
holdings are paying literally nothing in the U.S. (Some countries are “paying”
negative interest on cash, actually charging you money for them to hold your
cash!) Third, you will never be able to confidently time the recovery by
reinvesting immediately prior to the next big upward move. That is because the
inevitable market recovery (from wherever the current correction’s low point
will be back up to where we were last summer) will not be a smooth upward
curve. Historically, as much as 20% of most past recoveries can and often do
occur within the first few trading hours! If you are sitting on the sidelines in
cash, you will have missed it.
Further, corrections usually don’t last for very long. Other than the crashes of
1929 and 2008, the average duration of crashes is 14 months. This one started
last summer. Between now and next fall, new money invested into our
portfolios will find that there are many underpriced bargains. Buying those right
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now will enhance our returns after this current correction has been completely
overcome.
Although there are numerous interconnected metrics used to price stocks, a
general proxy is the P/E ratio (the stock’s price relative to projected future
earnings). In past markets that are appropriately priced, the composite P/E ratio
of all of the stocks in the S&P 500 index usually fall between a P/E of 12X to
18X future earnings (one standard deviation). But this past fall, U.S. company
earnings unexpectedly fell, pushing the P/E ratio of the S&P 500 index to 20X
future earnings. So we are now in a correction not because of overpricing but
because of unforeseen lowered earnings. With the U.S. economy still modestly
chugging along, future earnings (the denominator of the P/E ratio) will certainly
improve. Stock prices (the numerator of the P/E ratio) will rise in response.
So my advice is as follows:
1. Don’t panic and sell!
2. Use cash reserves for living expenses instead of liquidating stocks.
3. Invest new money if you can afford to do so.
4. At the very least, stay fully invested.
The last things you want to hear about are the successes of those who followed
my advice while you wonder how you can live off of your cash that is earning
virtually nothing! Hang in there, baby!

SSRI Claiming Strategies Revoked
Two of the most popular strategies for claiming Social Security Retirement
Income (SSRI) have been eliminated by our heartless conservative Congress.
One is “File and Suspend.” The other is “Restricted Application for Spousal
Benefits.” Both of these claiming strategies allowed a beneficiary (typically a
younger spouse) to begin receiving retirement income while allowing the
claimant to continue working, postponing the start of their own SSRI until age
70, the point at which claimant benefits are at their maximum.
The payroll FICA taxes that are withheld from our earned income pay for our
future SSRI. Prior to the 1950’s, the Social Security “Trust Fund” had been
fully funded to cover retirement payments in perpetuity for all citizens. This
was in large part due to the brilliant actuaries who initially designed the SSRI
program. But this big pot of money was too much of a temptation during the
Korean War when Eisenhower began to “borrow” from it to pay for the war
during a time of slow economic growth. That replaced some of the cash in the
“Trust Fund” with I.O.U.’s from the Federal Government. But the most
aggressive borrowing occurred during the Reagan administration when he
needed to pay for his laughable “Star Wars” military expansion program. We
never built the advanced space-based defense system that was promised. But
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Reagan’s defense industry buddies became filthy rich in the process!
Unfortunately, that “Star Wars” debacle also tripled the national debt in only a
few short years. The remainder of actual cash in the “Trust Fund” is now only
sufficient to fund Social Security benefits for about another decade.
A common conservative talking point over the past few years has been that
SSRI should be replaced by privately owned accounts, sort of like “miniIRA’s.” Conservatives cite the low level of funding in the “Trust Fund” as an
example of how government does not work and that the private sector will be
SSRI’s savior. Don’t be fooled! Their only objective is to reward their Wall
Street campaign donors with a huge new source of assets under management,
regardless of whether or not it actually benefits working citizens.

There are two obvious solutions that would entirely solve this problem. The
first would be for the government to pay back their loans to the “Trust Fund.”
(Totally a no-brainer!) The second would be to lift the current salary cap that is
subject to FICA tax. The way the law reads right now, anyone making more
than $118,500 per year pays zero additional FICA tax. Under the current
scheme, a big bankster making tens of millions of dollars each year pays the
same actual dollar amount in FICA tax as someone earning $118,500. Either
one of these fixes (either paying back the loans or lifting the salary cap) would
once again guarantee SSRI in perpetuity for all citizens.
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So, this move by Congress to eliminate two of the most popular SSRI claiming
strategies was not intended to “save” SSRI, as was advertised. It is cynically
intended to reduce the popularity of the program so that it can ultimately be
eliminated and turned over to their buddies on Wall Street. Are you beginning
to feel cheated and lied to? I certainly am!

Charitable Giving
Many excellent programs that provide tremendous social benefits to our citizens
rely on our charitable donations to operate. Without many of them we would be
literally stepping over homeless and starving people in the streets. Since our
nation refuses to implement anything that resembles Democratic Socialism (like
they enjoy in the Scandinavian countries) we must assure that charitable
organizations thrive. But, as with everything in life, some are better than others.

Before you donate, check out the charity on one of these rating websites. You
may navigate to any one of the following websites for help. www.give.org
/ www.charitynavigator.org / www.charitywatch.org / www.guidestar.org You
will maximize your bang for your charitable buck and avoid funding hucksters!
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Credit Bureau Information
Identity theft is the fastest growing internet crime. Unraveling the mess it
creates can be expensive and time-consuming. Buying identity theft insurance
(LifeLock, etc.) is expensive and only awards you a cash settlement. It does not
really help you to recover after suffering the crime. You still have to do all of
the work yourself, anyway. But there is something that you can do that is free
and very powerful: Fraud Alert and Credit Freeze.
You can obtain additional information from the FTC and the three nationwide
credit bureaus about fraud alerts and security freezes. You can add a fraud alert
to your credit report file to help protect your credit information. A fraud alert
can make it more difficult for someone to get credit in your name because it tells
creditors to follow certain procedures to protect you, but it also may delay your
ability to obtain credit.
You may place a fraud alert in your file by calling just one of the three
nationwide credit bureaus. As soon as that bureau processes your fraud alert, it
will notify the other two bureaus, which then must also place fraud alerts in your
file. In addition, you can visit the credit bureau links below to determine if and
how you may place a security freeze on your credit report to prohibit a credit
bureau from releasing information from your credit report without your prior
written authorization.
Equifax, PO Box 740241, Atlanta, GA 30374-0241. 800.685.1111.
https://www.freeze.equifax.com/Freeze/jsp/SFF_PersonalIDInfo.jsp
Experian, PO Box 9532, Allen, TX 75013. 888.397.3742.
http://www.experian.com/consumer/security_freeze.html
TransUnion, PO Box 2000, Chester, PA 19022. 800.916.8800.
http://www.transunion.com/personal-credit/credit-disputes/credit-freezes.page
For more information about preventing identity theft in all states (except
Maryland and North Carolina), visit the Federal Trade Commission’s website:
www.ftc.gov
If you live in Maryland, contact the Maryland Attorney General, Consumer
Protection Division, 200 St. Paul Place, Baltimore, MD 21202. 410.528.8662.
www.oag.state.md.us/idtheft/index.htm
If you live in North Carolina, contact the North Carolina Office of the Attorney
General, 9001 Mail Service Center, Raleigh, NC 27699-9001. 919.716.6400.
http://www.ncdoj.gov/Crime.aspx
Remember that you will have to unfreeze your credit before applying for a credit
card, a car loan or a mortgage. Then re-freeze your credit report afterwards.
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Retirement Funding Sources
Theory: By utilizing non-correlated retirement income funding sources from
which withdrawals are taken relative to the strength of their mutual divergence,
it may be possible to extend the duration of the income stream being provided
by a portfolio of securities so managed.
English Version: It is our recommendation that you accumulate between oneand three-years worth of basic living expenses and hold them in cash reserves.
(Even cash reserve accounts should be properly structured. We’ll help!)
During periods of stock market weakness, you should avoid liquidating
investments at a loss. Use cash instead. (You must stay invested if you are to
have any chance for recovery.) During periods of relative stock market strength
you should fund your retirement income needs by taking withdrawals from your
investment portfolio while replenishing your cash reserves for the next time
when (not if) the stock market suffers another significant correction. (Of course,
it is essential to skillfully structure and effectively manage your investment
portfolio. We’ll do that!)
CURRENT RECOMMENDED SOURCES FOR WITHDRAWALS TO FUND RETIREMENT INCOME

LEGEND
0 - 87: Stop all withdrawals from investment portfolio. Use cash reserves.
88 - 173: Blend withdrawals from investment portfolio and cash reserves.
174 - 260: Take withdrawals from investment portfolio. Replenish cash.

If you like the concept of maximizing the lifespan of your retirement
withdrawals but you do not wish to take on the responsibility yourself, please
consider enrolling in our Strategic Withdrawal Managementsm (SWMsm) service.
We will deal with the management logistics while you deal with your golf
swing.
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Current Mortgage Rates
HOME MORTGAGE: The following are the national averages of mortgage
rates (source: Bloomberg Business). Because mortgage interest rates change
throughout each business day, these recent examples will not necessarily be
applicable when you apply for your next mortgage. They are provided for
illustrative purposes, only.
RECENT CONVENTIONAL CONFORMING FIXED MORTGAGE INTEREST RATES
30 Year Fixed Rate
Conventional/Conforming,
30-Day Lock
Current
Previous Month
3.89%
3.88%
•

x

x
x

15 Year Fixed Rate
Conventional/Conforming,
30-Day Lock
Current Previous Month
3.10%
3.04%

There are several other factors that affect the rate of your loan. Such factors include the state in
which the mortgaged property is located, loan-to-value, FICO credit scores, cash-out refinance, highbalance loans, variable-rate loans, government programs (such as FHA or VA loans), non-owner
occupied, self-escrow of property taxes and homeowner’s insurance, etc.

You will need to provide your independent mortgage broker with the following
documents when applying for a loan:
• Signed and dated loan application and mortgage documents.
• Most recent 2 month’s pay stubs.
• Most recent 2 years W2’s and tax returns.
• Most recent 2 months statements on all financial accounts such as checking,
savings, retirement, stocks, etc.
• Property/casualty/liability insurance carrier.
• Official military, divorce, separation, child support documentation (if
applicable).
Web Links
Full disclosure of all the services we provide and all the fees we charge can be
viewed at the following link to our SEC Form ADV Part 2A:
http://www.colsonfinancial.com/sites/default/files/users/colsonfinancial/pdf/ADVnew.pdf

You may view our privacy policy at the following link:

http://www.colsonfinancial.com/sites/default/files/users/colsonfinancial/pdf/BBB_PrivacyPolicy.pdf

You may review our fee schedule at the following link:

http://www.colsonfinancial.com/sites/default/files/users/colsonfinancial/pdf/FeeSchedule.pdf

You may log in to view your account(s) at the following link:
https://www.trustamerica.com/liberty/desktop/cfi

Please contact our office if you prefer to receive these documents via snail-mail.
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PLANNING AND INVESTMENT ADVISORY SERVICES
When we work with individual clients, we focus on two areas:
•

•

“Fee-Only” Financial Planning: Together we calculate what you earn and
what you spend (cash flow), what you own and what you owe (net worth),
and we structure a course of action for the successful achievement of your
financial goals. We have no broker-dealer affiliation. We do not sell any
products. We earn zero commissions and we receive zero 12b1 fees.
“Fee-Based” Investment Management:
We provide affordable
professional investment management with honesty, integrity and exceptional
+
fiduciary care. Our portfolios are designed to be 99% fossil fuel-free. Our
compensation amounts to a small fraction of a percent of the total of all of
your family’s accounts. We strive to earn investment returns at a risk level
that you can accept while keeping the total of all expenses at a minimum.

A) We avoid all financial products that pay commissions. Product
sponsors charge higher expenses in products that pay commissions.
Higher expenses result in poorer investment performance.
B) The cost for our investment advice is fully disclosed, in actual
dollars, not buried somewhere in a prospectus as “basis points.”
C) We dispel the myths and misconceptions of any anecdotal advice
that may be dispensed by your well-intentioned friends or relatives.
We believe that your financial success will be better achieved with
ongoing professional investment management driven by an unwavering
discipline to remain focused on your goals. If you have neither the time
nor the desire to be a “do-it-yourselfer,” please allow us to be your
fiduciary. We will always place your best interests ahead of our own.
THE FINE PRINT: Subscriptions to this newsletter are available for $120.00 (US funds) per year.
This newsletter does not accept advertising. No compensation of any kind is accepted from any
source for the topics that are presented. Although all information is obtained from sources deemed
to be reliable, there are no guarantees as to the accuracy. The opinions expressed by the author are
not guaranteed. You are strongly urged to consult Colson Financial Group, Inc. prior to your
implementation of any of the strategies or recommendations that are presented. Always consult a
CPA for income tax advice. Always consult an attorney for legal advice. There are no guarantees,
either expressed or implied, as to the performance of any investments or strategies presented. All
investments involve risk. Capital losses can and do occur. Read a current prospectus for each
investment before investing money. The Advisor is directly registered with the divisions of
securities in the states of Colorado, Oregon, Texas and Washington. The Advisor also does business
in numerous other states where registration is not required. You may find more information by
referring to Firm IARD/CRD number 109704 at the following link:
http://www.advisorinfo.sec.gov/IAPD/Content/Search/iapd_OrgSearch.aspx
Ronald Scott Colson, CFP, MBA, President, is registered as an Investment Advisor Representative.
(Refer to IARD/CRD U-4 number 1715364.) Ronald Scott Colson, CFP, MBA, President
maintains CFP license number 046350 that was issued 1993.03.15 by the Certified Financial
Planner Board of Standards. For complete details about all services and fees, please refer to the
Advisor’s “SEC Form ADV Part 2A” and other disclosures available on the Advisor’s web site:
http://www.ColsonFinancial.com
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