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Let’s All Be Equal! 

It has become very popular of late to rail against “income inequality” in this country.  French 
economist and professor Thomas Piketty in his book Capital in the Twenty-First Century warns 
us that wealth and income equality is growing and must be corrected by a global progressive tax 
on wealth.  Senator Elizabeth Warren frequently tells us “the game is rigged” against the little 
guy and that government needs to step in to address the “distribution of wealth”.  Their            
messages focus not on equal opportunity, but on equal outcomes.  And in the end, they see  
noble government bureaucrats as the only way to ensure these equal outcomes.   

My reaction?  “Danger, Will Robinson!  Danger!” 

I’m a big fan of the work of Milton and Rose Friedman, two of the greatest champions of freedom 
the world has ever seen.  They addressed this false inequality issue in their 1980 book Free to 
Choose.   

“A society that puts equality—in the sense of equality of outcome—ahead of freedom will end up 
with neither equality nor freedom.  The use of force to achieve equality will destroy freedom, and 
the force, introduced for good purposes, will end up in the hands of people who use it to promote 
their own interests. 

“On the other hand, a society that puts freedom first will, as a happy by-product, end up with 
both greater freedom and greater equality.  Though a by-product of freedom, greater equality is 
not an accident.  A free society releases the energies and abilities of people to pursue their own 
objectives.  It prevents some people from arbitrarily suppressing others.  It does not prevent 
some people from achieving positions of privilege, but so long as freedom is maintained, it      
prevents privilege from becoming institutionalized; they are subject to continuous attack from 
other able, ambitious people.  Freedom means diversity and mobility.  It preserves the            
opportunity for today’s disadvantaged to become tomorrow’s privileged and, in the process,     
enables almost everyone, from top to bottom, to enjoy a fuller and richer life.” 

I wish I could write that eloquently.  Note Friedman’s reference to use of force.  First it’s taxes, 
then it’s regulation, then it’s suppression of rights.  What’s next?  Confiscation of your private 
assets for the good of society?  Sounds like a slippery slope toward socialism if you ask me.  As 
Margaret Thatcher once said, “The problem with socialism is that you eventually run out of other 
people's money.” 

I don’t know about you, but I don’t feel like taking advice from a French economist (France’s 
failed socialist economic policies have resulted in an unemployment rate has averaged 10% 
over the past five years).  And I don’t need some empty headed professor/senator who has    
never worked a real job to tell me that smart Washington bureaucrats will spend my money     
better than I will.  We need to revisit the principles this great country was founded on—freedom, 
natural rights, limited government and equality of opportunity, not equality of outcomes.           
Prioritize freedom first and let people use their talents and energies in any way they choose.  
Society will be the better for it. 
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Investment Review  

 
The domestic economy continued to gain momentum in 2014. 
Contrary to popular opinion, interest rates stayed low. People 
continued to find jobs. Consumer confidence and spending 
continued to improve. Most companies reported stronger    
results and improved balance sheets. 
 
Just a few years ago, many believed this was not possible. In 
2008 and 2009, major news sources reported the possibility 
of financial collapse.  In 2010 and 2011, Google reported 10.8 
million searches for the phrase “double-dip recession.” These 
things, of course, did not occur.  What occurred was one of 
the greatest bull markets for stocks in history.  
 
Unlike the early years of the recovery, not all asset classes 
performed as well as large domestic stocks in 2014.  Smaller 
U.S. companies had more muted returns. International stocks 
actually suffered modest losses. Most portfolios likely did     
pretty well in 2014. However, holding a well-diversified       
portfolio of assets likely resulted in a lower return than an all 
large domestic stock portfolio. Does that mean that one 
should abandon diversification? Not likely. 
 
It is tempting to merely pick the highest performing and most 
popular asset at the moment and go with it. This approach 
can have massive challenges. The Financial Times reported, 
“In 2008, the three most admired personalities in sports were 
probably Tiger Woods, Lance Armstrong and Oscar           
Pistorius.”  We do not purport to judge these people. We do 
not know them. It is clear, however, that reversals of            
popularity can occur quickly and without warning. Such      
reversals occur in investment allocations as well as sports. 
The benefits of holding a diversified portfolio are not always 
apparent in the short-run. As noted financial writer James 
Grant wrote, “Successful investing is about having people 
agree with you…later.” We agree.   
 
Domestic Equities: A lot has been written over the past few 
years regarding the U.S. losing its competitive edge.           
Performance continues to prove the pessimists wrong. With a 
strengthening economy and more confident consumers, the 
markets climbed. The S&P 500 rose 4.9% in the fourth     
quarter. This brought the annual return to 13.7%. Smaller 
companies were less buoyant. While the Russell 2500 surged 
6.8% for the fourth quarter, the 2014 return was a less than 
spectacular 7.1%. 
 
International Equities: International markets had their share of 
challenges in 2014. Unlike the U.S., the ECB seemed hesitant 
to use strong measures to stimulate their economic region. In 
Japan, taxes were raised despite a delicate economy. There 
was even the threat of armed conflict as Russian forces 
crossed the Ukrainian border. The MSCI EAFE index, a 
measure of developed international markets, declined 3.6% 
for the fourth quarter. The loss was 4.9% for 2014. Emerging 
markets equities managed a little better. While they fell 4.5% 
for the fourth quarter, they fell a mere 2.2% for the year. 
 
Fixed-Income: Given that domestic rates were still near       
historic lows at the beginning of 2014, many were ready to 
give up on bonds. As we have noted before, bonds can      
provide an important stabilization and income component, 
even during periods of low rates. During 2014, more investors 

turned to that view. The Barclay’s Aggregate, an index        
representing the total bond market, rose 1.8% for the fourth 
quarter. This brought the calendar return to 6.0%. Municipal 
bonds also turned in solid returns. High-yield bonds felt the 
pressure of compressed spreads and higher defaults. They 
fell 1.0% in the fourth quarter. They did manage to squeak 
out a gain of 2.5% for the year.   
 
Real Estate: Two primary factors contributed to a stellar     
performance in real estate. First, the decline in interest rates 
made financing properties more affordable. Secondly, there 
was a continued desire for yield among investors. The        
Wilshire REIT index, a measure of publicly traded real estate 
companies, vaulted 15.1% for the fourth quarter. For the year, 
the index shot up 31.8%. 
 
Six years ago, markets had a completely different feeling. 
After a 50% decline, many felt the world had turned dark and 
our financial system was permanently damaged. In our letter 
to clients in March 2009, within days of the market lows, we 
wrote: 
 
The deleveraging of our financial system has been painful in 
many ways. Some of the effects will be temporary; some will 
be long-lasting. Our response to this crisis is not to shrink 
away and hope for the best. Instead, we will confront these 
challenges with discipline and strength. This, we believe, is 
the only way back. 
 
2014 marked the sixth consecutive year of positive returns for 
many markets. It is gratifying to see discipline and patience 
rewarded. The years ahead will undoubtedly be different than 
the recent past and will require analysis and thoughtful      
solutions. We will be there, committed to the same discipline.  
 
Thank you for the faith you have placed in us. Please let us 
know if there is anything you need. 
 

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, St. Louis Federal Reserve, Bloomberg,  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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When is the best time to start social security? 

In previous editions of this section I have talked about social security, both what it is and how it works in general, as well as last 
quarter’s article on the important integration with Medicare enrollment. What I have not yet discussed, until now, is what is   
arguably the hottest topic the financial media is playing up these days: When is the best time to start social security?  Should I 
start at 62?  What about other strategies — delaying, utilization of spousal benefits, file and suspend?  It can be a bit               
overwhelming. 
 
The table below shows a comparison of ages to start social security, and the breakeven points associated with those ages. 
That is, how long must you live before delaying benefits to the higher age was a better financial decision for you? Note that this 
chart does not factor in any of the complex “file and suspend” strategies or anything of that nature, it simply shows the results 
of starting at age X vs. age Y. 

 

Focus on the bottom section below the blue line. You will see that the breakeven point of starting at age 62 vs. waiting until 66 
is age 78, and that you must live to 80.5 before waiting until age 70 is a better deal than starting at age 62. While I hope myself 
and all of you live well beyond those ages, keep in mind that the average life expectancy (depending on which source you use) 
is somewhere around age 80 if you combine both men and women. If that holds true, you would only see a marginal benefit of 
waiting to 66, and no benefit at all of waiting until 70, so what’s the point? 
 
In addition to the longevity issue, it’s important to also consider how having income coming in from social security could reduce 
stress on your investment portfolio. The average monthly social security benefit for a retiree is $1,294 [Source: Social Security 
Basic Facts, April 2, 2014, www.ssa.gov]. That is $15,528 per year, or said another way, if we assume you are retired at age 
62, that’s $15,528 that you don’t need to rely on your portfolio to generate. 
 
One of the things we always stress as the most important thing to retirees is a safe withdrawal rate. At age 62 in this example, 
we would suggest that a 4-5% annual withdrawal rate from the portfolio would be prudent. If we assume a $1 million portfolio, 
that $15,528 average benefit represents 1.5% of the portfolio that you wouldn’t have to take each year!  While that may not 
seem like a very high percentage, it could make a monumental difference on the portfolio longevity over your lifetime.   

 
(Continued on Page 4) 

Operations  
By Patrick Walsh CFP, Associate Planner 

[Source: January 2015 edition of the Journal of Financial Planning] 

http://www.ssa.gov
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Something amusing that happened in 2014 was watching everyone waiting for the market meltdown.  I have to  admit, at 
times, I was one of them.  “How much longer can this bull market last?” was a common comment.  But, to our very  
pleasant surprise, the stock market actually experienced a “melt up”, again.   The questions we get asked daily are 
“where is the market going from here?  When is the melt down coming?”   

 

Now, I like to think that we at Oxford Financial Partners are pretty intelligent people.  We talk to people who are even 
smarter, we read and research extensively about the markets, companies, economy,  politics, market behaviors,        
emotions, and we have a lot of experience in the industry.   But here’s my question.  After decades of helping people 
achieve their financial goals, why are these questions we don’t have definitive answers for?  Well, we do know some of 
the answers, kind of.   

 

We do know that the stock market will not continue to go up without a correction forever.  We do know that markets will 
fluctuate and this bull market will end and then it will come back, and then it will end and then it will come back and on 
and on and on and on. 

 

That being said, no matter how smart any of us are or how much experience we have or how much we read and          
research, we cannot see into the future.  We cannot predict or time markets.  NOONE can.  Intelligence does not give us 
the gift of foresight or prophecy.     

 

A correction in the market of 10% to 20% or greater can be normal, healthy and is inevitable.  There are many unknowns 
and challenges ahead of us.   You will hear a lot of very smart people making predictions, both positive and negative.  If 
we followed the advice of every smart analyst, we’d be pulled in different directions and that would be devastating for 
your investments and ability to accomplish your financial goals. 

 

So what do you do?  Sit back, light a fire, read a good novel, enjoy your family, friends and sleep soundly knowing that 
by following our Power of 5 Investing

®
 policy, your investment portfolio is positioned to weather what we do know, but 

cannot see. 

 

Going into 2015, I have the good fortune to be doing what I love to do, in partnership with wonderful colleagues to be 
working with you, our valued clients in helping to achieve financial wellness for you and your families.  I am wishing all of 
you the very best health, happiness, fun, and adventure for the New Year.     

What We Do Know But Cannot See 
By Kim Stark 

Operations—When is the Best Time to Start Social Security (Continued from Page 3) 

By Patrick Walsh CFP, Associate Planner 
 
The ultimate answer to the title question is that it’s a personal decision and depends on your individual situation. Unless 
you are dealing with a scenario that absolutely requires as much income as possible at the earliest age possible, we likely 
would not comment one way or another on when you should start. 
 
I simply wanted to point out that things you may read or see on TV will make you feel that you absolutely have to consider 
one of these more complex strategies.  In reality, in addition to the longevity and portfolio considerations mentioned above, 
you may feel much more comfortable with the simple strategy of starting payments as soon as you can.  It’s there, it’s   
guaranteed, and you don’t have to worry about it.  With all of the other things to think about in retirement, that’s a pretty 
good deal. 
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