
 

 

 

 

 

By Erik Christman CFP, CPA* 

THE IMPORTANCE OF STABILITY 

Long time clients of Oxford Financial Partners 
are familiar with our approach to building    

retirement portfoliosset aside five years’ 
worth of your upcoming withdrawal needs into 
a Stability Bucket, then invest the remainder in 
a diversified Growth Bucket.  As gains occur in 
the Growth Bucket, harvest those gains and 
use the resulting cash to refill the Stability 
Bucket.  We are now in our third decade of 
guiding clients by this philosophy, and it     
continues to work no matter what the crisis of 
the day is.  

 
Our approach dictates that investments in the 
Stability Bucket be of extremely high quality.  
After all, this is where the client’s monthly 
“paycheck” will come from in retirement.  To 
paraphrase Mark Twain, our focus in the     
Stability Bucket  is the return OF your money, 
not the return ON your money.  In recent 
years, our Stability Buckets have been      
comprised of instruments such as money    
market mutual funds, FDIC insured bank    
Certificates of Deposit, U.S. Treasury          
securities and fixed rate instruments with   
guarantees backed by insurance companies. 

 
Since 2008, we have seen a steady decline in 
the yields that can be earned on such         
instruments.  Not only did yields fall, but they 
have fallen to nearly unprecedented all-time 
lows.  Even worse, yields have remained at 
these incredibly low levels far longer than    
anyone expected them to.   

 
These low yields are largely due to the Federal 
Reserve’s continued efforts to flood the market 
with liquidity in the wake of the 2008-2009 
mortgage and housing crisis.   While many 
believe the Fed’s actions at that time were 
warranted, the ongoing manipulation of       
interest rates by the Fed three years after the 
fact is now hitting retirees unusually hard.  
Even worse, Fed Chairman Bernanke is on 
record saying he plans to hold interest rates 
down into 2014.  This has greatly impacted our 

 

ability to deliver a return ON the money in the 
Stability Bucket.  To say that we are weary of 
the Fed’s ongoing manipulation is putting it 
mildly. 

 
In recent months we have made a concerted 
effort to search for enhanced yield on Stability 
Bucket investments.  Our exhaustive search 
has included (both new issues and older      
issues traded in the secondary markets): 

 

 

 

 

 

 

 

 

 

 
So, what did we learn?  That there basically is 
nothing out there that is better than what we 
are already doing.  At the time of this writing, 
the benchmark 10 year U.S. Treasury Note 
yields around 1.6%.  Think about that for a 
minute.  If you are willing to lend the U.S.   
Government $1,000 today, then they will     
reward you with the princely sum of about $8    
every six months for the next ten years, and 
will return your $1,000 to you when they are 
done with it.  Does this strike you as a good 

deal?  We didn’t think so either. 
 

Our advice…view the Stability Bucket as a 
form of insurance against the volatility of the 
Growth Bucket rather than a source of current 
yield.  Over time, the Growth Bucket will     
deliver better returns, albeit with some shorter 
term volatility.    

 
Our focus in the Stability Bucket will be the 
same as always…the return OF your money, 
not the return ON your money.  These        
artificially low rates cannot persist forever.  
When rates do rise, they will likely rise more 
quickly and unexpectedly than anyone would 
have predicted.  The short-term and liquid   
nature of the instruments we use in the        
Stability Bucket mean they will quickly reflect 
higher yields once the market is functioning 
normally again.  It hasn’t been that long ago 
that money market funds paid 5%.  Those 
days will return again and, when they do, our 
clients’ Stability Buckets will benefit. 

 

 

 

Oxford Financial Partners 
is a Cincinnati-based firm 
dedicated to serving the 
needs of retirement-
minded individuals. We 
provide independent,   
objective financial     
planning and investment 
advice to our clients. For 
more than a quarter    
century, our clients have 
benefited from the advice 
and perspective we    
provide.  

 

 
The dedicated team at 
Oxford is the key to the 
success of our firm and our 
clients. We leverage our 
70+ years of professional       
experience to deliver the 
advice necessary to help 
meet our clients' needs 
across 20 states.  

 

 
Every day we continually 
strive to earn our clients' 
trust, confidence and   
respect. We invite you to 
explore our site to learn 
more about our dedicated 
team and personalized 

services 
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Money market funds AAA zero bonds 

FDIC insured bank CD’s AAA Convertibles 

U.S. Treasuries Structured notes 

TIPS Structured CD’s 

AAA Corporate bonds 
Annuities (fixed and equity 
indexed) 

AAA Municipal bonds 
U.S. Agency Securities 
(FNMA, FHLMC, GNMA) 



 

 

Investment Review  
Brought to you by Drew Hibner, CFA 

 
The investment markets in 2012 and for the past three years 
have been quite similar. In mid 2009, following the worst of the 
credit crisis, economic conditions began to improve. The rate of 
job losses began to slow and corporate earnings began to       
stabilize. Yet,   investors were far from optimistic. Many “big    
picture” issues continued to loom on the horizon. Credit markets, 
housing prices and concerns about European sovereign debt 
levels all threatened to boil over. This micro versus macro         
tug-of-war has led to several bouts of sell-offs and recoveries. In 
the end, the recovery held. For the trailing three-year period, the 
cumulative return for the S&P 500 is up 58%.  
 
So far, 2012 has followed a similar pattern. An improving         
economic landscape vied with the specter of a Greek default for 
investor’s attention. Again, the situation was not as bleak as 
some thought. The Dow Jones Industrial Average, despite a    
tumble and partial recovery during the second quarter, is up 6.8% 
year-to-date. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Macroeconomic concerns continue to dominate the media. The 
current hot topic is sovereign default. While words like “collapse” 
and “default” are alarming, this sort of thing happens fairly often. 
In the past 50 years, there have been numerous sovereign      
defaults.  Among them were Mexico, Russia, Argentina and many 
others.  Current emerging market darling, Brazil, has defaulted 
six times since 1961. This is not to say that the current situation 
is not serious. It is. However, a thorough examination of market 
history often helps put things into perspective. 
 
Domestic Equities: U.S. stocks dropped for much of the second    
quarter as the seemingly never-ending European crisis dragged 
on. Pessimism grew as Spain also sought assistance. Surprising 
to many, Greece was able to avert a showdown with its European 
peers.  Markets rebounded gaining some of the earlier losses. In 
June, the S&P 500 staged its best monthly return since 1999. 
Still, this was not enough to recoup the quarter’s earlier losses. 
The S&P 500 slumped 2.8% for the second quarter. The return 
for the year-to-date is still up a generous 9.5%. Smaller stocks 
show similar results. The Russell 2500, a measure of smaller, 

domestic stocks fell 4.1% for the quarter. They remain positive 
for 2012 by 8.3%.  
 
International Equities: Due to the high drama surrounding      
Europe, international equities experienced wide swings. In April, 
as the bickering continued, many began to doubt the European 
community’s resolve. Stocks fell giving up the strong gains of the 
first quarter. As confidence in a satisfactory solution rose, so did 
stocks. Still, the MSCI EAFE index, a measure of developed   
international stocks fell 7.1% for the quarter. For 2012 the index 
is still positive by 3.0%. The movements were similar for     
emerging markets. The MSCI   Emerging Markets index fell 8.9% 
for the second quarter. The index is still up 3.9% for the calendar 
year.  
 
Fixed-Income: High anxiety surrounding Europe led to strong 
gains for bonds. As uncertainty grew, money from around the 
world flowed to U.S. Treasuries. As prices rose, the yield on the 
10-year Treasury hit historic lows. Most types of bonds followed 
suit. The Barclays Aggregate, an index of the broad bond market, 
rose 2.1% for the quarter. It is up 2.4% for 2012. Corporate 
bonds, municipal bonds and Treasury inflation-protected bonds 
all turned in impressive returns. From the continued redemptions 
from stock funds and the ever-growing additions to bond funds, it 
is apparent that some investors believe that bonds are always a 
superior and risk-free asset class. They are neither. Current low 
rates, while they could possibly last a while, are largely the    
product of governmental intervention and fear. These factors 
won’t last forever. Bonds can be a useful tool, but like most 
things, they should be used in moderation. 
 
It is likely that the volatility will continue. These movements are 
not new to us. Some see the world as suddenly filled with risk 
and uncertainty. We know the world has always been this way.         
Fortunately, there are things we can do. We know it is our job to 
listen carefully to your goals. Then, use mathematics, a 
knowledge of market history and intelligent allocation to help you 
accomplish them. We remain committed to our approach in every 
market environment. 
 
If there is anything you would like to discuss, please feel free to 
call or email. We are here to help. 
 
 

The content of this material was provided to you by Lincoln Financial Network for its 
representatives and their clients. Lincoln Financial Network is the marketing name 
for Lincoln Financial Advisors Corp. and Lincoln Financial Securities Corporation.  
 
Source of data – – Morningstar, U.S. Department of Commerce, Wall Street     
Journal, Rothschild Market Review, Bureau of Economic Analysis, Bloomberg, Market 
ABX indexes, The Federal Reserve. The performance of an unmanaged index is not 
indicative of the performance of any particular investment.  It is not possible to 
invest directly in any index.  Past performance is no guarantee of future results.  
This material represents an assessment of the market environment at a specific point 
in time and is not intended to be a forecast of future events, or a guarantee of 
future results. 3 year performance data is annualized. Bonds have fixed principal 
value and yield if held to maturity and does not enter into default. Bonds have 
inflation, credit, and interest rate risk. Treasury Inflation Protected Securities (TIPS) 
have principal values that grow with inflation if held to maturity. High yield bonds 
(lower rated or junk bonds) experience higher volatility and increased credit risk 
when compared to other fixed income investments.  REITs are subject to real estate 
risks associated with operating and leasing properties.  Additional risks include 
changes in economic conditions, interest rates, property values, and supply and 
demand, as well as possible environmental liabilities, zoning issues and natural 
disasters.  Stocks can have fluctuating principal and returns based on changing 
market conditions.  The prices of small company stocks generally are more volatile 
than those of large company stocks.  International investing involves special risks not 
found in domestic investing, including political and social differences and currency 
fluctuations due to economic decisions.  Investing in emerging markets can be riskier 
than investing in well-established foreign markets.    
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% Return as of 6/30/12 

Equity Indexes 2nd Q YTD 3 Yr 

S&P 500 -2.8 9.5 16.4 

Russell 2500 -4.1 8.3 19.1 

MSCI EAFE -7.1 3.0 6.0 

Emerging Market -8.9 3.9 9.8 

Wilshire REIT 3.7 14.9 33.6 

Bond Indexes       

TIPS 3.2 4.0 9.6 

Aggregate 2.1 2.4 6.9 

Governments 2.6 1.5 5.6 

Mortgages 1.1 1.7 5.4 

Investment Corporate 2.5 4.7 10.6 

Long Corporate 5.1 5.4 15.1 

Corporate High-Yield 1.8 7.3 16.3 

Municipals 1.9 3.7 7.6 

Cash Equivalents       

3-Month T-Bill 0.0 0.0 0.1 

Consumer Price Index 0.0 0.7 2.4 
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Operations  
By Patrick Walsh, Associate Planner 

 

DON’T TAKE YOUR PASSWORDS TO THE GRAVE 

 
Hopefully, you’ve created strong and varied passwords for all of your accounts and you change these     
passwords often.  Of course, you never write them down or share them with anyone.   

That’s great – while you are alive AND able to communicate.  But your admirable devotion to protecting your 
sensitive personal data can wreak havoc for your heirs after you die or become incapacitated.  Try calling 
customer services and telling them, “I’ve been appointed the executor of my late uncle’s estate.  Please give 
me his user ID and password”.  

An increasing amount of our personal lives are stored online in password restricted accounts such as bank 
accounts, brokerage accounts, automatic bill-pay arrangements, personal messages and even smaller    
monetary but major sentimental value, such as photos.  Many of us don’t get paper bills or other types of   
delivered mail any more.    

You’ve worked hard to make sure all of your estate documents are in order.  You've made sure your family 
knows where to find that information (assuming you’ve followed our advice, of course).   But, without log-in 
information, your family will most likely need to go to court for legal authority to gain account access.  This 
process varies from state to state, not always requiring an attorney, but certainly requiring time.   The       
process can be even more complicated if someone is incapacitated rather than dies.  If there’s no power of 
attorney, then a guardian or conservator has to be appointed to access these records and some companies 
won’t give information even if you have that unless there’s a specific court order. 

And don’t forget about items saved such as messages in an online email account or photos stored on sites 
such as Shutterfly, Snapfish or family and friend’s phone numbers and addresses. 

So, all of this raises the question, “How do I protect my sensitive data while I’m alive and well while at the 
same time ensuring my family has access to the necessary information once I’m not”.   It’s not as though 
handing out these passwords is a good idea.  One solution is to give this information to your lawyer or    
trusted (non-snooping) relative or friend.  Another idea might be to divvy up different accounts to different 
people – or – store the information in your safety deposit box or home safe.  Just make sure someone can 
gain access to the box or safe.   

 

ZERO TAXES ON INVESTMENTS – LAST CHANCE? 

 
Unless congress decides otherwise, 2012 will be your last year to take advantage  of one of the best tax    
relief laws we’ve seen.  

For those clients in the 10% or 15% tax bracket, capital gains and dividend tax rates drop to ZERO!  

Some of you still have some high capital gains on stock and/or mutual fund investments held for years,     
inherited, etc.  If you are in need of diversification or have cash needs,  this tax break could make the timing 
very attractive.  

We encourage you to contact your Tax Advisors to see if you could take advantage of this opportunity 
before it runs out. 



Contributed by Pamela Winkler 

CLIENT’S CORNER  

 

 
 

 

 

 

Did You Know? 
By Carolyn Smith, Administrative Assistant 
 

 Grasshoppers have white blood. 

 Crocodiles are color blind. 

 Unless food is mixed with saliva you cannot taste it. 

 A duck can’t walk without bobbing its head 

 The first product to have a bar code was Wrigley’s gum. 

 If you try to say the alphabet without moving your tongue, every letter would sound the same. 
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Our clients are an amazing group of people, and in future issues we would like to share more of your stories.  If you have something you’d like to 

share, be it travel, charities, volunteer boards, etc., please email a photo and article to staff@oxfordfp.com for inclusion in a future issue. 

  It Surely is a Small World 

Last September I traveled to the Lot River Valley in France for a 10-day pastel workshop.  Upon arrival I discovered our 
host and hostess of the Domain du Haut Baran (hautbaran.com) both had Cincinnati roots.  Rosalie grew up a Cincinnati 
native and William also grew up spending the school year in Cincinnati and his summers in France with his mother’s    
family.  William was our guide and translator, driving us to nearby villages, helping us transport our easels to our painting 
sites and translating the menus.  Rosalie and her staff prepared our breakfasts and our lunch and dinners when we were 
not traveling. 

On our first full day of painting we traveled to the Bastide of Monpazier, founded in 1284 by King       
Edward I of England.  After touring the town and a three-course lunch, I selected a scene to paint and 
got to work. Time flew by and soon it was time to pack up and head back to Haut Baran, but not before 
finishing up a small 8x10 study of a village house just beyond the center plaza arch.   

Two days later we traveled to the medieval city of Sarlat.  Again I first toured the 
town, stopping to buy French chocolate and linen tea towels, searching for the 
best spot for my painting.  After being fortified with a morel omelet, I set up to 
paint.    Luckily this area of France has attracted many retired Brits who often 
stopped and translated the comments of French on-lookers.   

Subsequent days we traveled to the picturesque villages of St. Cirq La Popie, voted most picturesque 
village in France and La Roque-Gageac on the Dordogne River where we took a boat tour on a       
riverboat similar to those seen in the movie “Chocolate”.  We also toured Pech Merle Cave with        
prehistoric paintings dating back 25,000 years.   

We traveled to the tiny town of Les Arques for our special last dinner at La Recreation that is featured in the book From 
Here You Can’t See Paris.  Our host, William, had invited an American friend and her visiting guest to join us.  As the 
conversation evolved I discovered that our guests were both from Asheville, NC where I now live. Sharon lived half the 
year in France and half in Asheville, had been to my studio during an open house and signed my guest book to receive 
further information on my art.  I had met Joel, a decorative painter, at a friend’s open house as he had painted her        
decorative floors.  It was hard to believe that I had traveled all the way to France to have dinner with my Asheville 
“neighbors”. 

Pamela Winkler 
www.pamelawinkler.com 

 


