
The late-summer correction set a low bar and made the fourth quarter's rebound look 
good. But all the quarter really did was regain lost ground, leaving most major indexes 
more or less flat for the year. The economy finished the quarter on a slow-but-steady 
note. Energy prices were low and moving lower. The Federal Reserve began its long-
anticipated move to increase short-term interest rates. China officially became a power 
center in global payments when its currency was given the highest status -- core       

currency -- by the International Monetary Fund.                                                                       
S o u r c e : 
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Economy Watch When the books closed on the third quarter of 2015, the economy had 
grown at an annual rate of 2.0% after the effects of inflation were taken into account. 

Real income was up an annual rate of 2.7% while there was no measurable inflation. 
Overall unemployment stood at 5.0%. 
 

Fed News The era of near-zero short-term interest rates drew to a close during the 
quarter when the Federal Reserve increased its 
short-term interest rate target for the first time 

since 2007. The Fed's rate target -- which     
applies directly only to overnight loans among 
the largest commercial banks -- now stands at 
0.25% to 0.50%. The rate is closely watched 
because it also keys the market indexes used to 
help set many kinds of floating interest rates 
such as money-market funds and home equity 
credit lines. 
 

Bond Market Update Long-term rates showed 
little immediate effect from the year-end Fed action on overnight rate targets. The 
benchmark 10-year Treasury yield ended 2015 wavering around 2.3%, a little higher 
than where it started the year but also below its peak. The benchmark yield for 30-year 
corporate bonds was varying around 5.5%. 
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Through 
12/31/15* 

Quarter 1-Year 3-Year    
Annualized 

5-Year   
Annualized 

Closing 
Value 

S&P 500 6.45% -0.7% 12.7% 10.2% 2,043.94 

Dow Jones 
Industrials 7.01% -2.2% 10.0% 8.5% 17,425.92 

NASDAQ 
Composite 8.38% 5.7% 18.4% 13.5% 5,007.41 



Global market volatility ramped up last summer as worries about the tenuous state of the Chinese economy 
shook virtually all major financial benchmarks, indicating once again how interrelated the world's economies 
and investment markets have become. 
 

Widespread uncertainty has not only heightened anxiety among investors, it was also a likely contributor to the 
Federal Reserve's decision to raise interest rates when the Central Bank's decision-makers met in December. 
Indeed, despite the continued strengthening of the U.S. economy, there are many signs that indicate that this 
turbulent period for stocks may linger indefinitely. 
 

Five Investing Strategies for a Volatile Market 
 

For long-term investors, dealing with volatile    
markets can be taxing. Here are some points you 
may want to consider while riding out the storm. 
None of these should be new to you, but they are 
particularly important in a turbulent environment, 
which is where their true value is realized. 
 

Don't panic -- When markets become volatile, 
the natural reaction for most of us is to 
panic -- to buy when everyone else is   
buying (and when prices are high) -- and 
panic sell on the downside (when prices are 
depressed). Panic selling also runs the risk 

of missing the market's best-performing 
days. Consider, for example, that missing 
just the five top-performing days of the 20-year period from July 1, 1995, through June 30, 2015, 
would have cost you $21,780 based on an original investment of $10,000 in the S&P 500. Missing the 
top 20 days would have reduced your average annual return from 9.79% to 3.58%.1 

 

Take advantage of asset allocation -- During volatile times, riskier asset classes such as stocks tend to 
fluctuate more, while lower-risk assets such as bonds or cash tend to be more stable. By allocating 
your investments among these different asset classes, you can help smooth out the short-term ups 
and downs. 

 

Diversify, diversify, diversify -- In addition to diversifying your portfolio by asset class, you should also 
diversify by sector, size (market cap), and style (e.g., growth versus value). Why? Because different 

sectors, sizes, and styles take turns outperforming one another. By diversifying your holdings         
according to these parameters, you can potentially smooth out short-term performance fluctuations 
and mitigate the impact of shifting economic conditions on your portfolio. 

 

Keep a long-term perspective -- It is all too easy to get caught up in the stock market's daily roller 
coaster ride -- especially when markets turn choppy. This type of behavior is understandable, but can 
easily lead to bad decisions. History shows that holding stocks for longer periods has resulted in a 

much lower chance of losing money. For example, from January 1, 1926, through June 30, 2015, 
stocks have never had a period of 20 years or longer where returns were negative.1 The lesson here? 
Don't get caught up in day-to-day or even week-to-week variations in stock movements in either     
direction. Instead, focus on whether your long-term performance objectives, i.e., your average returns 
over time, are meeting your goals. 

 

Consult with your advisor at The Richards Group. We can help you develop a long-term investment 
strategy and can help you put short-term events in perspective. 

 

No one is certain what impact current drivers of volatility will ultimately have on the economy and financial 
markets. But as an investor, time may be your best ally. Consider using it to your advantage by sticking to 
your plan and focusing on the future. 
 
1ChartSource®, Wealth Management Systems Inc. For the periods indicated. Stocks are represented by the 
total returns of Standard & Poor's Composite Index of 500 Stocks, an unmanaged index that is generally      
considered representative of the U.S. stock market. It is not possible to invest directly in an index. Past      
performance is not a guarantee of future results. Copyright © 2015, Wealth Management Systems Inc. All 
rights reserved. Not responsible for any errors or omissions. 
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Budget Deal Curbs Social Security Claiming Options 

On Monday, November 2, President Obama signed into law H.R. 1314, the "Bipartisan Budget Act of 2015." 
One significant byproduct of the legislation is the elimination and/or curbing of two Social Security filing 
strategies that two-income married couples may have been using -- or counting on -- to increase their     
lifetime Social Security payouts. The two programs, referred to in the bill as "unintended loopholes,"        
generally involve one of the following strategies: file and suspend and restricted application for spousal    
benefits. As with most things related to federal programs, there's complexity in the details. 
 

Here are a few key points of explanation about the strategies and how the new law will change and/or     
eliminate them, along with some takeaways you may want to discuss with your advisor. 
 

What's at Stake? 
 

Very generally, the strategies in question allowed both spouses who had reached full retirement age 
(currently 66 for most claimants) to delay claiming benefits on their own earnings records -- and, thus,   
increase their individual annual payouts -- while, depending on the tactic used, also allowing one spouse to 

claim a so-called spousal benefit based on the other's earnings. 
 

Under file and suspend, for instance, typically the higher earning spouse would start receiving Social Security 
payments and then suspend them, allowing the lower earning spouse to claim spousal benefits. Under     
restricted application for spousal benefits, typically the higher earning spouse would delay filing for his or her 
own benefit but claim the spousal benefit on the lower earning spouse's benefit. 
 

In both scenarios, the end game for couples was to delay receiving benefits, perhaps until as late as age 70, 
and thereby increase Social Security payments by 6% to 8% per year -- potentially adding thousands of  
dollars more in income over their lifetimes. 
 

What's Changing? 
 

While dual-earner couples will still be able to suspend their payments and start up again at a higher rate no 
later than age 70, under the new rules they generally can no longer "double dip" -- that is, first collect one 

type of payment (i.e., spousal benefits) and then switch to payments based on their own earnings record, 
which would have grown due to delayed retirement credits. Similarly, in most cases, if you suspend        
payments, the new law will prohibit spouses or other dependents from claiming Social Security benefits on 
your work record until you resume payments again.1 
 

Windows of Opportunity 
 

Note that there is a four-month window in which these strategies will still be in effect in their current        
iterations. So if you are 66 now, or will turn 66 within the next four months, you may want to speak with 
your advisor about taking advantage of these claiming options before you lose the option to do so. 
 

Also keep in mind that your age plays a key role in how the new rules may impact you. For instance,       
individuals who will be 62 or older as of December 31, 2015, may still be able to take advantage of some of 
these strategies once they reach full retirement age.2 
 

In addition, those who are already employing these strategies are generally "grandfathered," and their     
benefits will not be eliminated or changed by the new laws. Similarly, widows and widowers generally won't 

be affected, while divorced persons and same-sex 
married couples may be among the groups most 
adversely affected by the changes. 
 
While determining when and how to claim Social 
Security benefits has always been a challenging 
task, these new rules create even more          
complexity for those nearing retirement. If you 
need help navigating the changing Social Security 
landscape, speak with your advisor at The     

Richards Group. 
 
1U.S. News & World Report, "How the Budget Deal 
Changes Social Security," November 13, 2015. 
2MarketWatch, "Millions of Americans just lost a 
key Social Security strategy," November 7, 2015. 
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Focus on the Forest, Not the Trees, of Investing 

  

It's a message worth repeating. Investing is a matter of focus. Despite recent disappoint-
ments in market performance, investors who are willing to assess the whole universe of 
investment choices may find that the market continues to offer new possibilities. And 
those who keep their sights set on long-term investment goals may find that a "forest, 
not trees" approach to investing offers the greatest potential for success. 

 

Focus is especially important for 
retirement savers -- those who are 
still in the accumulation stage -- as 
well as for retirees who need to 
keep the potential for growth alive 
in their portfolios. 
 

Are You a Micromanager? 
 

As an investor, you enjoy the   
freedom to make your own       
investment decisions. And because 
y o u  c a n  e a s i l y  c h a n g e               
investments, you may find yourself 

becoming a micromanager. That's 
an investor who changes           

investments frequently because of daily market movements instead of focusing on the 
big picture - a long-term investment strategy. But "chasing returns" by moving your 
money into whatever investment type or stock market sector happens to be doing well at 
the time rarely pays off in the long run. 
 

The Unknowable Future 
 

The problem with chasing returns is that it's virtually impossible to predict how long a 
particular investment or market sector will continue to be a top performer. Eventually, 
another investment or sector will probably take over the lead, and there will be little or 
no advance warning. That can leave you in the lurch if you changed the investment mix 

of your retirement plan account based strictly on recent performance. 
 

The Solution: Keep a Long-term Perspective 
 

You may be much better off by the time you retire if you use a "forest, not trees"       
perspective when you invest. Concentrate on your goal, and choose an investment mix 
with the potential to help you reach that goal over time. 
 

Your advisor will have access to a number of investment options, allowing you to choose 
a well-diversified investment mix for your account. The idea behind long-term investing 
is to choose a mix that offers you a realistic opportunity to achieve gains while reducing 
the overall risk to a level you are comfortable with. 
 

After you've chosen your investments, you shouldn't ignore market and economic       
developments. But you'll generally want to stay with your plan unless you decide that 

changes in your personal situation or risk tolerance make an adjustment necessary. 
 

If you're a "forest, not trees" 
investor, you can be much 
less concerned with what the 
markets do on a day-to-day 
basis. You'll be free to switch 

your investments, but you 
won't feel compelled to make 
a move every time the     
markets zig or zag. 
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We Listen.  

We Find Solutions. 
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