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Debt crisis continues to create headwinds
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sustainable, deleverag-
ing (debt reduction rel-
ative to GDP) is necessary. Ideally this
comes from economic growth—
increasing the denominator in the
debt/GDP ratio. But when debt is so
high, it becomes a headwind to growth.
Governments try to use fiscal stimulus
to counterbalance the private sector’s
retrenchment, but this can only contin-
ue for so long, as increased government
spending/stimulus adds to the growing
burden of public debt. So, that leaves
spending reductions and tax increases
as solutions at the government level
(austerity), or some degree of debt de-
fault. Default can happen in two ways:
(1) not repaying debt, or (2) creating
inflation by “printing” money so that
money is devalued. Both of these op-

tions create other problems.

Governments can also attempt to force
“financial repression,” where they use

to impossible levels.
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The lesson from economic history is
that, without exception, a debt-induced
financial and banking crisis results in a
lengthy period of subpar economic
growth. This is exactly what has been
happening throughout the developed
world economies since the 2008 finan-
cial crisis. Weak economic growth leads
to periodic recession fears and unac-
ceptably high unemployment. Moreo-
ver, high debt levels mean that we will
likely be living with huge macro-level
risks for a few more years at least. If we
are right, it is probable that we will ex-
perience (1) continued high financial
market volatility and (2) reduced inves-
tor risk appetites, meaning lower prices
for risk assets like stocks and high-yield
bonds than would otherwise be the
case.
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MIRACLE

We are big fans of the Miracle
League of the Fox Valley, an orga-
nized baseball league for children
ages 4-19 with mental and/or phys-
ical disabilities.

Established in 2008, the league has
grown to include 12 teams.

The league requires volunteers in
many areas to run smoothly. Vol-
unteer positions include: buddies,
coaches, umpires and announcers.
Each Miracle League player is
paired with a buddy, who accom-
panies the child and assists them in
whatever way necessary to hit,
round the bases and field, while
having fun and developing a sea-
son-long relationship.

You can also support the league
through donations. Checks can be
mailed to Miracle League of the
Fox Valley C/O Goodwill Industries
18—Appleton Road, Menasha, WI
54952. The check should be made
out to Goodwill NCW with Miracle
League in the memo. The Miracle
League of the Fox Valley, a pro-
gram of Goodwill Industries NCW,
Inc., a 501c3 organization.
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Government program lists LTC asset protection options

According to the Administration
on Aging, seniors are the fast-
est growing population
earth.

In 2000, approximately 605 mil-
lion people were 60 years or
older. By 2050, that number is
expected to be close to 2 bil-
lion. At that time, seniors will

on

outnumber children 14 and under for the first time in
history.

With these statistics in mind it is more important
than ever to weigh the pros and cons of Long Term
Health Insurance.

The Wisconsin Long-Term Care Insurance Partnership
(LTCIP) program has developed a program to assist
seniors in planning for their retirement healthcare
needs.

To encourage seniors to make wise choices, LTCIP
offers a safety net to protect assets that otherwise
might be seized to pay for healthcare costs.

The program uses qualified private long-term care
insurance coverage as a funding option to assist indi-
viduals in paying for their potential long-term care
expenses.

It is intended to encourage the pur-
chase of private long-term care in-
surance by allowing policyholders to
protect some or all of their financial
assets should they apply for Medical
Assistance.

Individuals who purchase qualified
Long-Term Care Insurance Partner-
ship policies receive initial long-term
care coverage from their private in-
surance carrier.

If individuals subsequently seek Medical Assistance
coverage for their long-term care needs, they may be
allowed to exclude a certain amount of personal as-
sets and still be eligible for Medical Assistance.

This amount will be equal to the amount of benefits
received under the qualified Long-Term Care Insur-
ance Partnership policy. LTCIP is a dollar-for-dollar
arrangement meaning that the personal assets pro-
tected will be equal to the amount of benefits paid by
the qualified private insurance policy.

LTCIP gives individuals another choice to consider as
a part of their retirement and financial planning.
These decisions are critical to the financial stability of
retirees. Please schedule an appointment to review
your long term care insurance needs.

Here are 9 financial tips to start 2012 off right

1. Control spending. With interest rates so low, it is

the perfect time to use extra cash to pay down per- 6.

sonal debts.

2. Learn something new.

3. Save money. Pay yourself first through payroll de-
ductions into your 401(k) or savings account.

4. Get organized. Start 2012 with a folder system to
keep track of receipts.

5. Review your retirement account. If possible, plan to
contribute the maximum allowable amount to your

401(K) and take advantage of your workplace re-
tirement plan to gain matching contributions. If
your workplace does not have a matching program

B

consider a Roth IRA.

Make a plan. Analyze your asset base, earning po-

tential, and spending habits.

7. Take your losses. Any losses not used to offset capi-
tal gains can reduce ordinary income by up to
$3,000 this year and the rest can be carried over
into next year.

8. Request a reassessment of your house. Property
values have plummeted in the past few years and
you may want to enjoy the property tax savings
that come with that.

9. Review your estate planning documents to consid-
er rule changes that are coming in 2012.



From Christina’s Desk

Since 2008, we have been writing about the enormous headwinds facing the market. Unfortunately, despite global
efforts, we have not seen any true solutions to these problems. The Sovereign Debt Crisis continues to batter Eu-
rope, the U.S. national debt continues to mount and, with the health of its economy intrinsically tied to the purchas-
ing power of those two economies, China appears to be headed toward a hard landing.

The economic effect of these situations has been profound. The challenges continued through 2011 and likely will
last through 2012.

Including small-cap stocks, the market had a performance of about -5.5% in 2011. Globally positioned portfolios
have had a return of about -7.9% in 2011. The overall performance of 2011 does not tell the whole story though. In
the third quarter of 2011 the S&P 500 declined by 18.3%. Small-cap, international and global portfolios experienced
a decline of over -20%, indicating a full-fledged bear market for these segments during 2011. The Russell 2000 Index
dropped -29.6% from peak to bottom. We believe our portfolios performed quite well considering the dramatic de-
clines in the market.

Risk adverse investors have shifted away from growth focused mutual funds. For instance, American Funds' flagship
fund, Growth Fund of America, which peaked at about $202 billion in assets in 2007, saw investors withdraw more
than $33 billion last year. Fidelity Investments' funds saw net total outflows of $28 billion.

Our focus through this crisis has been on keeping your money safe with an eye on creating income and growth if the
market starts to move higher. It is very true that the market can turn against tide and face a brisk downturn. As you
can see it can also move up. The European economy and our own debt escalations make us pause and breathe
deeply. With an eye on both situations, we are recommending a 50/50 allocation that we intend to adjust accord-
ingly. We have been pleased with our mutual fund, which has taken advantage of its unique ability to move to cash
when market conditions warrant. We continue to believe that this type of active management is the key to invest-
ment success in this difficult market. | will keep you posted. The markets still have not reached the 2007 highs, but
we may see that in 2012. The key to financial success is to keep our eyes alert and our minds forward thinking.

Like our mutual fund, our investment portfolios also have the ability to move into positions that are weighted more
heavily to equities, bonds or cash depending upon conditions.

Here at Winch Financial, we truly value our fiduciary responsibility and we pride ourselves on our ability to offer
sound advice with honesty and integrity. We will not chase returns. We rely on a disciplined approach that allows us
to seek safety in turbulent times and take advantage of upswings.

As we aim to protect your money while helping it to grow, we try to avoid losses. However considering how chal-
lenging and volatile 2011 has been, we find that our portfolios have performed quite well compared to the rest of

the market.

Sincerely,
Christina V. Winch, CFP® ﬁ


http://www.investmentnews.com/dcce/20110902/42/424/MF_PROFILE/2633978
http://www.investmentnews.com/dcce/20110902/42/424/MF_PROFILE/2633976
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At Winch, we handle tax preparation too

With tax season upon us, we want to
take a moment to remind you that we
handle tax preparation here at Winch
Financial as well. Call the office to have
an organizer sent to you. If you are in

need of an appointment, please call
Meghan and she will schedule a time
for you. Otherwise, you can mail your
tax information to the office or drop it
off at your convenience.

TD Ameritrade offers Protection Guarantee

TD Ameritrade offers an Asset Protec-
tion Guarantee that indicates the
company’s commitment to delivering
clients one of the highest levels of
security in the country.

require the company to segregate cli-
ent assets from their own. Industry
regulators provide oversight to ensure
that broker/dealers like TD Ameri-
trade comply with this requirement.

Some TD
~§5] AMERITRADE:;
of this trade
policy Institutional does
include: not

1 The guarantee extends to the cash
or shares of securities in each ac-
count.

1 In the event of unauthorized ac-
tivity, TD Ameritrade will reim-
burse clients for any cash or
shares of securities they lose.

1 This guarantee is contingent on
the clients’ best efforts to keep
their account information secure,
monitor their accounts regularly,
and take the steps TD Ameritrade
requests if their account is ever
compromised.

9 Certificates of Deposit are FDIC
insured, and securities are pro-
tected by SIPC.

TD Ameritrade is held to strict con-
sumer protection regulations, by the
Securities and Exchange Commission
(SEC) and other industry agencies that

have a proprietary trading desk. This
means the company does not trade
for their own account using client as-
sets with the sole intention of making
a profit.

As a member of the SEC, TD Ameri-
trade client accounts are protected by
up to $500,000. Additionally, TD
Ameritrade provides $149.5 million
worth of protection through supple-
mental coverage provided by London
insurers, including an additional
$900,000 limit on cash in the account.
In addition, the Asset Protection Guar-
antee provides that if a client loses
cash or securities from their accounts
due to unauthorized activity, TD
Ameritrade will reimburse them for
the cash or shares of securities they
lost.

This promise, which adds to provisions
already in place to govern clients’ ac-
counts, is offered in case any unau-
thorized activity occurs and TD Ameri-
trade determines it was through no
fault of the client.



