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When “PIIGS” fly...

The month of February helped erase most of the stock market losses experienced in the
month of January. The S&P 500 rose 2.85% for the month, leaving the index slightly down
-.95% for the year. Like January, volume of shares traded continued to be low throughout
the month. Hi storically, high trading vol
vol ume does not The market’'s gains were
which led to the unemployment rate falling to 9.7% from 10%. The market was also pleas-
antly surprised with an upward revision of 4™ quarter GDP from an already impressive 5.7%
to 5.9%.

The domestic headlines have been showing signs of improvement— a stark contrast to the
headlines throughout the Euro Zone as they struggle with the prospect of a sovereign debt

crisis. Sovereign debts are bonds issued guar an d
don't need to |l ook far to see reports of trouble with Po
“Pl1 GS.” These European countries have been struggling wi

GDP ratios. Clearly this is a concern and the outcome is uncertain. When countries agree to share a common currency,
they lose some of their ability to individually use monetary policy as a tool to help their own economic situation. It is fully

expected that the troubles in the Euro Zone will remain front and center throughout the year.

Investment Outlook Summary

Asset Class

Outlook

Commentary

Cash / Stable
Value

Still maintaining higher levels of
cash

Higher levels of cash help protect your portfolio in sharp downturns, provide capital to buy
when opportunities present themselves, and have not shown to significantly hurt performance
as the market has rebounded.

Bonds / Fixed

Cautious of Bond's in general

2009 was a record year for cash inflows into bonds, along with great returns. We feel many

Income bonds may be fully valued, thus having limited upside with greater potential downside.
— Cautious of Treasuries for the  Primarily used for safety, but with yields at historic lows and the risks of future inflation present,
long-run treasury owners may not be paid adequately for the potential risk.
— Positive on Treasury Inflation- ~ Essentially, these are treasury notes with an interest rate tied to inflation. Used for safety, but
Protected Securities (TIPS) the future interest paid will increase with inflation.
— Positive on convertible bonds Currently presents a favorable risk/reward profile: deeply discounted in price and a good yield.
The potential of stock-like upside with bond-like downside. Riskier than traditional bonds.
— Positive on floating rate bonds A rising interest rate environment is positive for floating rate investments. While rates are cur-
rently not rising, we expect them to in the future.
Stocks _ Gtill cautious of stocks—below  The stock markets had a banner recovery last year. Many economists feel that unemployment
normal levels of exposure may stay high through this year, making further recovery slower than most would hope.
— Positive on dividend paying Many of the traditional dividend paying companies are more attractively valued than the general
stocks stock market.
— Utilizing covered call strategies ~ Call premiums providing that extra income are back down to normal historical levels. Still a
to hedge utilized strategy, but much less so.
— Selective of international stocks International diversification is still very important to your portfolio, however individual country
selection will likely play an increasing role in international stock performance.
— Positive on Brazil, Canada and  Brazil, Canada and Australia are raw material exporting countries that are/will be very important
Australia to building China’'s infrastructure.
— Avoid much of Europe, the U.K., Our sources have warned about Europe for almost a year, it is now front page news. Current
and Japan solutions appear to be a band-aid to a much larger problem inherent in a shared currency.
Other Asset  _ positive on Gold and Silver Primarily used as an inflation hedge, but also a currency hedge. The risks of global currency
Classes dilution are present.

Negative on the Euro

Positive on energy trusts

lItalics denote a change from last month

We have a negative outlook on the Euro vs. most dollar currencies such as the U.S., Canadian,
and Australian dollars.

Some energy trusts provide a good dividend source with the potential for capital gains.
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All About IRAs

An individual retirement arrangement (IRA) is a personal retirement savings plan that offers specific tax benefits. In fact, IRAs are one
of the most powerful retirement savings tools available to you. Even if you're contributing to a 401(k) or other plan at work, you should
also consider investing in an IRA.

What types of IRAs are available?
m I;mm”'n;e ‘;i;.::l-icle’ There are two major types of IRAs: traditional IRAs and Roth IRAs. Both allow you to make annual contribu-
tions of up to $5,000 in 2009 and 2010. Generally, you must have at least as much taxable compensation as
Publication 590 the amount of your IRA contribution. But if you are married filing jointly, your spouse can also contribute to
. Mo 15180x an IRA, even if he or she does not have taxable compensation. The law also allows taxpayers age 50 and

older to make additional "catch-up" contributions. These folks can put up to $6,000 in their IRAs in 2009 and

.ndividual 2010.

Hetlreme N Both traditional and Roth IRAs feature tax-sheltered growth of earnings. And both give you a wide range of
investment choices. However, there are important differences between these two types of IRAs. You must
Arrangeme
Traditional IRAs

understand these differences before you can choose the type of IRA that's best for you.
(IRASs)
Practically anyone can open and contribute to a traditional IRA. The only requirements are that you must

have taxable compensation and be under age 70%2. You can contribute the maximum allowed each year as long as your taxable com-
pensation for the year is at least that amount. If your taxable compensation for the year is below the maximum contribution allowed,
you can contribute only up to the amount you earned.

Your contributions to a traditional IRA may be tax deductible on your federal income tax return. This is important because tax-
deductible (pretax) contributions lower your taxable income for the year, saving you money in taxes. If neither you nor your spouse is
covered by a 401(k) or other employer-sponsored plan, you can generally deduct the full amount of your annual contribution. If one of
you is covered by such a plan, your ability to deduct your contributions depends on your annual income (modified adjusted gross in-
come, or MAGI) and your income tax filing status. You may qualify for a full deduction, a partial deduction, or no deduction at all.

What happens when you start taking money from your Tax Year 2010

traditional IRA? Any portion of a distribution that repre- Individuals Covered by an Employer Plan

sents deductible contributions is subject to income tax Deduction is limited | No deduction if MAGI is
because those contributions were not taxed when you Filing Status if MAGI is between: over:
made them. Any portion that represents investment ’ ’
earnings is also subject to income tax because those .

earnings were not previously taxed either. Only the S $56,000—%66,000 $66,000
portion that represents nondeductible, after-tax contri- ) )

butions (if any) is not subject to income tax. In addition Married Joint* $89,000—$109,000 $109,000
to income tax, you may have to pay a 10% early with-

drawal penalty if you're under age 59V, unless you Married Separate $0—$10,000 $10,000

meet one of the exceptions. *I'f you're not covered by an employer

limited if your MAGI is $167,000 to $177,000, and eliminated if your MAGI ex-

If you wish to defer taxes, you can leave your funds in ceeds $177,000.

the traditional IRA, but only until April 1 of the year
following the year you reach age 7072. That's when you have to take your first required minimum distribution from the IRA. After that,
you must take a distribution by the end of every calendar year until your funds are exhausted or you die. The annual distribution
amounts are based on a standard life expectancy table. You can always withdraw more than you're required to in any year. However, if
you withdraw less, you'll be hit with a 50% penalty on the difference between the required minimum and the amount you actually
withdrew.

Continued on next page...

This newsletter is a publication of SCHWARZ DYGOS WHEELER INVESTMENT ADVISORS LLC. It should not be regarded as a complete
analysis of the subjects discussed. All expressions of opinion reflect the judgment of the authors as of the date of publication and are
subject to change. Information presented does not involve the rendering of personalized investment advice nor should be construed
as a solicitation to buy or sell the securities mentioned herein. SCHWARZ DYGOS WHEELER INVESTMENT ADVISORS LLC is registered as an
independent investment advisor with the SEC. The firm only transacts business in states where it is properly registered, or excluded
or exempt from registration requirements.
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All About IRAs (cont.)

Roth IRAs

Not everyone can set up a Roth IRA. Even if you can, you may not qualify to take full advantage of it. The first requirement is that you
must have taxable compensation. If your taxable compensation is at least $5,000 in 2010 (and 2009), you may be able to contribute
the full amount. But it gets more complicated. Your ability to contribute to a Roth IRA in any year depends on your MAGI and your
income tax filing status. Your allowable contribution may be less than the maximum possible, or nothing at all.

Your contributions to a Roth IRA are not tax deductible. Tax Year 2010
You can invest only after-tax dollars in a Roth IRA. The L .
good news is that, if you meet certain conditions, your Filing Status !ﬁ::ztl'?n l;s ::1 'tec_| No ded_u ction _'f MAGI
withdrawals from a Roth IRA will be completely free from ! Is between: s over:
federal income tax, including both contributions and in- | Single/Head of House- $105,000—$120,000 $120,000
vestment earnings. To be eligible for these qualifying hold ' ' '
distributions, you must meet a five-year holding period Married Joint $167,000—$177,000 $177,000
requirement. In addition, one of the following must apply: ! ! !

-You have reached age 592 by the time of the S $0—%10,000 $10,000

withdrawal
-The withdrawal is made because of disability
-The withdrawal is made to pay first-time homebuyer expenses ($10,000 lifetime limit from all IRAS)
-The withdrawal is made by your beneficiary or estate after your death

Qualifying distributions will also avoid the 10% early withdrawal penalty. This ability to withdraw your funds with no taxes or penalty is
a key strength of the Roth IRA. And remember, even nonqualifying distributions will be taxed (and possibly penalized) only on the in-
vestment earnings portion of the distribution, and then only to the extent that your distribution exceeds the total amount of all contri-
butions that you have made.

Another advantage of the Roth IRA is that there are no required distributions after age 702 or at any time during your life. You can
put off taking distributions until you really need the income. Or, you can leave the entire balance to your beneficiary without ever tak-
ing a single distribution. Also, as long as you have taxable compensation and qualify, you can keep contributing to a Roth IRA after age
7074,

Choose the right IRA for you

Assuming you qualify to use both, which type of IRA is best for you? Sometimes the choice is easy. The
Roth IRA will probably be a more effective tool if you don't qualify for tax-deductible contributions to a
traditional IRA. However, if you can deduct your traditional IRA contributions, the choice is more difficult.
Most professionals believe that a Roth IRA will still give you more bang for your dollars in the long run, but
it depends on your personal goals and circumstances. The Roth IRA may very well make more sense if you
want to minimize taxes during retirement and preserve assets for your beneficiaries. But a traditional de-
ductible IRA may be a better tool if you want to lower your yearly tax bill while you're still working (and
probably in a higher tax bracket than you'll be in after you retire). A financial professional or tax advisor
can help you pick the right type of IRA for you.

Note: You can have both a traditional IRA and a Roth IRA, but your total annual contribution to all of the
IRAs that you own cannot be more than $5,000 ($6,000 if you're age 50 or older).
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