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1 Market All Day Every Day 

 

Thanks for your emails, calls and good wishes, this 
has been a rough time for our son, fortunately he is 
slowly improving.  Your wonderful consideration has 
meant a lot to me....BB 
 
Words of Wisdom 
 

 "Winning by one point is better than losing" --- Bill Broich 

---------------------------------- 
Creating a Personal Pension Plan 
 

Useful info 
 
http://www.lifehealth.com/creating-a-personal-pension-plan/ 
 

--------------------------------- 
I have never had to use food stamps but I know folks who have to 
depend on them.  Hard to believe in America it could be at this 
level....BB 

Food Stamp Usage up 64% in Last Four Years 
 
http://globaleconomicanalysis.blogspot.com/2012/08/food-stamp-usage-up-64-in-last-four.html 

--------------------------------- 

http://globaleconomicanalysis.blogspot.com/2012/08/food-stamp-usage-up-64-in-last-four.html�
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Negative VA article 
http://money.usnews.com/money/blogs/On-Retirement/2012/09/13/variable-annuities-
greed-at-work 

 

Nothing new here other than the same old broken record....VA's 
are expensive 
---------------------------------- 
Prudential suspends additional deposits 
It is not as if we didn't see this coming, what a joke....BB 

http://www.marketwatch.com/story/annuity-investors-face-unwelcome-surprises-2012-09-20 

The problem: The cost to insurance companies of hedging their market risk 
have gone up since the financial crisis, while the money the companies earn 
in the bond market has fallen with lower interest rates.“These products 
were built and priced in a very different environment.” 

 

Duh!!!!..., yeah, simple really, when the insurance company can 
make a profit they are all for it and want your money, when 
times get bad they don't want to play, truly disgusting.....BB 

---------------------------------- 
American Equity is on a roll! 
I bet they will take the money Prudential doesn't want (article 
above)....BB 
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http://blogs.desmoinesregister.com/dmr/index.php/2012/09/20/american-equity-ranked-among-
fastest-growing-companies/ 

 

---------------------------------- 
Merrill Lynch moving to annuities? 
Gee...why has it taken them so long?....BB 

Bank of America Corp.'s (BAC) Merrill Lynch has hired Michael Maghini 
from rival Morgan Stanley Smith Barney (MS) to be its new head of 
insurance and annuities. 

Mr. Maghini will work with insurance carriers and annuities partners to 
decide what products will be offered to Merrill clients. He will also help 
shape the broader strategy of the firm's annuities and insurance 
business 

Read more: http://www.foxbusiness.com/news/2012/09/24/street-moves-merrill-hires-mssb-insurance-annuities-
director/#ixzz27UXk2Dlx 
---------------------------------- 
Are you using Social Media as a marketing tool?  One point to 
remember, it needs to have a "return on investment"  ...BB 

 

Making Marketing Accountable 
 http://gentlerainmarketing.com/marketing-agency/marketing-roi/ 

The recent meetings between Facebook’s Carolyn Everson and senior marketing leaders 
from Coca-Cola, Unilever and Wal-Mart, underscores the disconnect between “popular” 
marketing activities and those that can be held accountable for results. 

http://www.foxbusiness.com/news/2012/09/24/street-moves-merrill-hires-mssb-insurance-annuities-director/#ixzz27UXk2Dlx�
http://www.foxbusiness.com/news/2012/09/24/street-moves-merrill-hires-mssb-insurance-annuities-director/#ixzz27UXk2Dlx�
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I’ve long been skeptical of most social meeting platforms, despite the zealots who claim 
that significant business comes from Tweeting and Liking and Pinging Pictures 
(or whatever Pinterest’s value proposition is). Given the community I serve, LinkedIn is 
about the only social platform that makes sense, but even there, advertising hasn’t 
delivered a strong ROI, which doesn’t bode well for their business model. 

And it’s ROI that’s at the heart of this. I have these discussions (for some 
reason they always tend to be around Twitter) in which the person I’m speaking with 
will claim, very adamantly, that their most recent Tweet, resulted in some sort of great 
business deal with a Fortune 50 corporation. 

I’m sorry but I just don’t buy that. 

And let’s say for the moment it’s true. It’s just anecdotal evidence that something 
worked once. 

That’s not strategic. 

That’s that a ROI argument. 

That’s hope that lightening will strike you too. (If in fact it ever struck in the first place-
which I doubt.) 

The problem is that so many people, so desperately want their social media 
strategy to work, that these anecdotal examples take on outsized 
importance. 

The reality for most social media is that their value argument is completely built on 
some sort of “awareness” model. As the recent Facebook meetings illustrate, even when 
awareness goes up dramatically, it doesn’t seem to have any effect on people 
actually buying more products or services. 

I’ll be the first to admit that I’m a hard core direct response marketer. I’m of the school 
that says marketing only works when there is a strong ROI. Maybe it’s not sexy. Maybe 
it’s not cool. But as more and more companies are focusing on “How precisely can we 
spend our marketing dollars so that we know we are getting more new clients?”, it’s an 
approach that makes a lot of sense. 

  

Do you agree with him?  One point to consider is the time it takes 
and the ROI.  I would suggest outsourcing this work and focusing 
on lead generation.....BB 



5 Market All Day Every Day 

 

 
---------------------------------- 
  

 
The Age of Aquarius 

It is the 1960's and the nation is changing, opinions and morals of 
the country are if full throttle change.  It is the Age of Aquarius. 
The Baby Boomers are beginning to stir, change is in the air. 

Just as the Baby Boomers drove the Age of Aquarius and changed 
our country, their new movement, the Age of Safety will once 
again change the country. 

In the 1960's the Baby Boomers came of age now the same group 
(80 million strong) are running to safety, safety needed for the 
Baby Boomers retirement years. 
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This article was published in USA Today, I think it is significant 
and sets the tone for the change that is coming (arrived).  I have 
highlighted important portions and written my remarks in red. 

The link below will lead you to the original publication 

http://www.usatoday.com/money/markets/story/2012-09-04/investing-stocks-safety-risk/57582840/1 

Financial crisis ushers in 'The Age of Safety' for 
investors 
By Adam Shell, USA TODAY 

  

NEW YORK – Americans' risk-taking DNA code has been 
short-circuited. 

Investing used to be about taking risk to make money. Then came the financial 
crisis four years ago and the Great Recession. Now it's more about playing 
it safe — and not losing the money you already have. The "risk-off" trade, or 
dialing down risk in a major way, is the new "in thing."  
 
Risk aversion is at unprecedented levels. Cash, which guarantees a 
return of 0%, is one of the new must-have investments. In contrast, 
investing in stocks — despite the fact that the market has doubled in value 
since March 2009, is trading at four-year highs and is up 11.7% this year — has 
fallen out of favor. 
 
 
Welcome to The Age of Safety. 
 
A psychological shift has taken place in the minds of investors. Fear has 
replaced greed as the overriding emotion driving investment decisions. 
"You can go all the way back to the early 2000s, when the Nasdaq technology 
stock bubble burst. Then came 9/11. Since then, you have had the creeping 
realization that it is a more dangerous world," says Peter Crane, 
president of Crane Data, a firm that tracks money market cash flows. "Then the 
2008 financial crisis drove home the point that it is a much more dangerous 



7 Market All Day Every Day 

 

financial world. Both businesses and individuals realize they need larger cash 
war chests." 
As a result, he says, cash is viewed as the only true safe harbor. 
 
There's no shortage of statistics that scream 
"safety": 
 
•Cash hoarding. A record $9.43 trillion — enough cash to buy 120 of 
the biggest companies in the Standard & Poor's 500-stock index — is now 
sitting in money market mutual funds, bank savings accounts and CDs, 
according to Crane Data. But all that cash isn't making anyone rich. 
"The rate of return is effectively zero," Crane says. "How much of the $9 
trillion is scared money is arguable. But the overall numbers are gigantic." 
Getting no return, however, has not stopped Bruce Tepper, 67, and his 66-year-
old wife, Nancy, from squirreling away excess cash in a money market checking 
account. "It's earning next to nothing, but the money is accessible," he says. 
 
•Rich retrenching. Even the richest of the rich, the One Percent, are 
thinking defense first, according to "The 2012 Survey of Affluence and Wealth 
in America" from American Express Publishing and Harrison Group. One 
Percenters put 56% of their free cash into savings and money market 
accounts in the first quarter, up from 24% in 2007. In contrast, they are 
investing only 44% in financial markets, down from 76% five years ago. 
"Their speculative impulse is way, way down," says Harrison Group Vice 
Chairman Jim Taylor, adding that the mega-rich now equate the stock market 
with "real risk." 
 
•Mom and pop selling. Main Street investors have been 
lightening up on stocks since the financial crisis. In the four years ending 2011, 
individual investors yanked more than $395 billion out of stock mutual 
funds, according to ICI. In contrast, more than $775 billion has been funneled 
into the perceived safety of mutual funds that invest in bonds. (Mutual funds 
that invest solely in US stocks have seen outflows six straight years.) That trend 
of selling stock funds and buying bond funds has continued in 2012. 
Cautious companies in the S&P 500 reluctant to hire or invest are also 
sitting on a near record $1 trillion in cash. One analyst blames the exodus 
from stocks on the market's boom-bust, boom-bust nature. 
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"American investors' appetite for risk has been beaten out of them 
by market volatility," says Walter Zimmermann, chief technical analyst at 
United-ICAP. He says sitting on bigger cash reserves is both "rational and 
warranted" so that people and businesses will be able to access much-needed 
funds on short notice if another credit crunch like the one in 2008 surfaces. 
Martin Blank, 69, got out of the market after stock exchange computers went 
haywire in May 2010, causing the "flash crash." He used to own blue-chip 
names such as Procter & Gamble. But now he has 100% of his money in A-
rated municipal bonds that deliver the monthly income stream he and his wife, 
Linda, need to fund their retirement. "I lost confidence in the system," 
Blank says. 
 
  
Signs of shifting strategy 
 
The ongoing flight from stocks runs afoul of the historical relationship 
between stock market returns and fund flows. Historically, cash has 
chased returns. But this time not even the S&P 500's 108% gain since the bull 
market began in March 2009 has been enough to lure jittery investors back in. 
Investors' overall exposure to stocks has also declined. The percentage of 
401(k) investors in their 50s, for example, who have more than 80% of their 
account balances riding on stocks has dropped by almost half to 26% since 
2000. That is due in part to an aging population in search of income and 
capital preservation. 
The preference for less risk is also evident in the recent gravitation toward 
big, established companies that pay out a chunk of their profits to investors in 
the form of dividends.  
  
The quest for safety is also illustrated by investors' willingness to buy 
10-year U.S. government notes that, when adjusted for inflation, 
actually have negative yields. (just think of that, negative 
yields, visualize the power of our Income Riders....BB) 
Some investors are so committed to making sure they get their initial capital 
investment back that they are willing to lose money to do so. "Is there anything 
more risk-averse than this?" asks Jeremy Siegel, a professor of finance at the 
Wharton School. 
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Numbers also provide evidence of risk aversion, says Don Luskin, chief 
investment officer at Trend Macrolytics. Apple, he points out, is the world's 
most valuable company, with world-transforming products and super earnings. 
Yet it is selling at just a slight valuation premium to the broad market. 
Investors are also piling into 10-year Treasuries and are earning 
just 1.58%, less than the core inflation rate of 2.1%. Similarly, analysts' profit 
estimates for S&P 500 companies are at an all-time high, yet the price-earnings 
ratio for the broad market is roughly 13, which is about where it was at the 
market trough in March 2009. 
 
"This tells you that investors are as scared as they were at the bottom of one of 
the worst bear markets in history," says Luskin. 
 
The play-it-safe trend is best summed up by an investor poll conducted in 
August by TD Ameritrade: One out of three investors said they had taken 
on less risk over the past six months. 
 
 
Where the fear came from 
 
Why is safety in vogue? "Better to be safe than sorry;" it is as simple as 
that. The disconnect between investors' perception of the stock market and 
how it is actually performing has sparked a debate as to whether the era of risk-
taking is over. 
 
The origin of the fear is now well known. A pair of 50% stock market drops 
in the 2000s. A real estate crash. Sinking confidence. And a severe 
recession that has cost millions of Americans their jobs. 
The financial hit has been huge. The median wealth of U.S. families fell by a 
median 38.8% over the 2007-2010 period, according to the Fed. 
 
Fewer jobs. Smaller paychecks. Less wealth. That dismal equation does 
not add up to a swing-for-the-fences investment mentality,  "People … are not 
willing to take as much risk."  
Uncertainty about the current state of the global economy is another headwind. 
Europe's debt crisis has still not been resolved. China's economy has 
slowed suddenly, boosting fears of a more acute global slowdown. And the 
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U.S. is facing a fiscal crisis of its own if Congress doesn't extend the Bush-era 
tax cuts and if it cuts government spending too much too fast in an effort to 
reduce the deficit. 
 
Computer-created stock market mayhem in recent years hasn't exactly boosted 
investor trust, either. The flash crash in 2010 and the snafu at the Nasdaq stock 
market during Facebook's IPO have also given investors pause. (20.64 
Tuesday)  
 
Ironically, playing it safe has not been a winning investment strategy the past 
few years, says Thorne Perkin, managing director at Papamarkou Wellner, an 
asset management firm that caters to wealthy clients and institutional 
investors. 
 
 
I have never liked the idea of my financial planning being 
based on "crash trading", how about you?....BB 
"Since 2008, the cash trade has been the pain trade," Perkin says. The pain has 
been watching cash balances stay the same due to 0% interest rates while the 
stock market has doubled. Yet, even the firm's wealthy clientele has raised their 
cash positions to 20% to 40% of assets, he estimates. 
The problem? "Everybody seems perplexed as to why the markets have been so 
buoyant," given all the bad news overhanging the market, Perkin says. That 
uncertainty keeps investors cautious. 
 
 
Risk-taking will return 
 
So is the era of investors swinging for the fences over? 
"The age of risk-taking is not over, nor should it be. America was built on 
taking risks," says Anthony Sabino, a law and finance professor at St. John's 
University. But Americans must start taking more intelligent risks. "We should 
have learned that assuming real estate always goes up, that IPOs 
always flourish and that those promised double-digit returns are real — and 
not a Ponzi scheme — are foolish risks," he says. So what will give investors the 
confidence to take chances with their cash again? 
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Confidence in the future, mainly in the form of jobs and better pay, will provide 
a new foundation for investors to start building wealth again, Biderman says.  
Perkin says risk-taking will return when individuals are done paying off debt 
and when investing gets back to basics such as valuing companies on their 
business fundamentals rather than worrying about whether Europe will 
implode. 
 
Investors will return to stocks when they realize playing it safe is keeping them 
from reaching their financial goals, says Timothy Fidler, a portfolio manager at 
Ariel Investments. 
 
"Right now, people are reaching for safety," he says. "Eventually people 
will need to reach for return again." 

 

 

Let's Continue....BB 
 

Hello Partners, 
This article was listed on Open Mic back in August but it is worth repeating. 
What do you call it when something is propped up that hasn't earned the 
right to receive what it is getting? Welfare. 
http://finance.yahoo.com/news/market-savior-stocks-might-50-125751851.html 
 

U.S. stock funds lose another $14.3 billion in August 

By Editorial Staff Mon, Sep 24, 2012  

Investors continue to pull money out of open-end stock funds, even as equity indices remain 
robust. Is this what's called an "orderly exit"?  

Long-term mutual fund inflows were just $20.7 billion in August 2012, as open-end 
U.S.-stock funds tallied yet another month of outflows, losing $14.3 billion, according to 
Morningstar, Inc.’s latest report. Other highlights from the report include: 

http://finance.yahoo.com/news/market-savior-stocks-might-50-125751851.html�
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• Investors poured $26.4 billion into taxable-bond funds ($30.0 billion if ETF flows are 
included) and another $5.6 billion into municipal-bond funds in August. Altogether, 
inflows into these funds surpassed $1.1 trillion since the end of 2008 when the Fed cut 
rates to zero.  

• U.S.-stock mutual funds and ETFs bled $22.4 billion in August, making it the worst 
month in two years and the fifth worst during the past five years for the asset class.  

• International-stock funds had $2.8 billion in outflows, the group’s worst showing since 
December 2011.  

• World-bond and inflation-protected bond funds absorbed just over $600 million in 
combined August inflows.  

• Old Westbury experienced inflows of $1.4 billion, while the American Funds saw another 
$5.5 billion in outflows.  

© 2012 RIJ Publishing LLC. All rights reserved. 

 

 

And.....BB 
 

http://communitypress.cincinnati.com/article/AB/20120908/BIZ/309080
052/Policy-changes-affect-taxes-paid?odyssey=nav%7Chead 

 

Too chicken for stock 

S&P 500 near all-time high, but investors aren't biting 

By Jason Kephart  

September 23, 2012  

Spooked by the challenging economic picture and with memories of the financial crash 
still fresh, U.S. investors appear almost oblivious to the fact that the stock market is on a 
tear.  

Even though the S&P 500 is up more than 115% since it bottomed out in March 2009 — 
and its Friday closing price of 1,460.15 is well within striking distance of its all-time high 
of 1,565.15 — investors continue to run from U.S. stock mutual funds.  
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Altogether, investors yanked $300 billion more from actively managed U.S. 
equity stock funds than they put in over the three-year period through July 31, 
according to Morningstar Inc. While the net $140 billion that investors dumped into 
passively managed funds and ETFs over that period offset those withdrawals, it still 
leaves a net $160 billion on the sidelines.  

To be sure, that is a drop in the bucket when compared with the $3 trillion-plus that is 
invested in equity mutual funds and ETFs. But with the prospects for returns across all 
assets looking dim at best, investors can't afford to continue ignoring U.S. stocks 
forever.  

For baby boomers facing longer retirements than ever before, there is a 
very real chance that they could run out of money, thanks to a combination 
of inflation and painfully low interest rates.  

“We've long hoped people would stop chasing returns, but in some ways, this actually 
seems worse,” said Russel Kinnel, director of mutual fund research at Morningstar Inc.  

“Five years ago, we thought investors were overweight equities and we were talking 
about fixed income. Now there is such a hangover from the 2008 market that investors 
are too conservative,” said David McSpadden, Franklin Templeton Investments' senior 
vice president of global advisory services. 

“We're not saying people should go barreling into equities, just that they should be 
having meaningful conversations with financial advisers,” he said. “The degree of the 
2008 correction certainly caught everyone by surprise, but given the stock market rally, 
we would have anticipated more of a balanced flow back into equities.”  

Advisers know that clients want their help, but they realize the need for new approaches.  

“People have been generationally beat up to the point where investors are now 
like the children of the Depression, who became consummate savers,” said Sam Jones, 
president of All Season Financial Advisors Inc., which has $110 million under 
management. “I think it will take an entire generation for investors to become wildly 
bullish again.”  

The disconnect reflects investors' unwillingness to dip their toes back into 
equities — even though staying out of the market or investing too heavily in bonds could 
prove more damaging to their portfolios.  

“At some point, people are going to have to accept the fact that the economy has moved 
forward,” said Lee Munson, principal at Portfolio LLC.  

Maybe so. Although many economic indicators are improving, they aren't improving as 
fast as most people would like.  
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The unemployment rate, for example, has fallen to 8.3%, from a high of 10.1% in 
October 2009; new housing starts have risen to 754,000, from a low of 478,000 in April 
2009; and new homes sold totaled 372,000 in July, up from a low of 273,000 in 
February 2011.  

There are a number of theories to explain why investors haven't come back yet. Some 
say that the scars of 2008-09 are still too fresh.  

“The upside isn't high enough to take on the risk of losing half your money,” said Janet 
Briaud, chief investment officer of Briaud Financial Advisors Inc., who is keeping her 
clients' exposure to stocks low because she doesn't feel that the risk is worth the reward.  

Others blame the 24-hour news cycle for keeping the crises front and center, and still 
others think that investors have simply come to the conclusion that the stock market is 
rigged and want no part of it.  

Liz Ann Sonders, chief investment officer of Charles Schwab & Co. Inc., said that 
investors are intent on avoiding the stock market altogether.  

“More than one client has brought up that the Fed is just 
manipulating the market for the benefit of the few rather 
than the many,” she said.  

QE3...the Fed buying more government assets...now overall debt at $16 
trillion, who is manipulating the market?...BB 

After all, the Federal Reserve has intervened three times, four if you count “Operation 
Twist,” to try to steer investors toward riskier assets, Ms. Sonders said.  

  

The Fed's latest intervention is to purchase $40 billion of 
mortgage-backed securities a month until the 
unemployment picture gets better. It also said that it will 
keep rates at near zero until at least the middle of 2015, 
which spells big problems for bonds, the biggest 
beneficiary of the aversion to stocks.  
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If this is not the greatest invitation to be an 
annuity salesperson then I don't know what 
is...see the next line....BB 

 

Bond funds took in a startling $734 billion over the three-year 
period through July. The total amount of assets in the intermediate-term-bond fund 
category at Morningstar has doubled to more than $2.1 trillion since the financial crisis.  

The average allocation to bonds is up to 25%, from its 20-year median of 16.9%, 
according to The Vanguard Group Inc.  

Meanwhile, the Fed's near-zero rate puts bonds in a precarious position when it comes 
to protecting purchasing power. At current yields, the 10-year Treasury is hovering 
around 1.8% and it won't even take historically average inflation to chip away at the 
value of a bond investment today.  

“A lot of investors are locking in negative real returns and they're OK with that,” Ms. 
Sonders said. “The problem is when rates go up enough that they actually start to look at 
losses, period.” 

 

Important 
This is a very important part of what is happening...the value of bonds is 
based on the value of money at its current rate.   

If money goes down, the value of existing bonds goes up, if money goes up, 
the value of existing bonds goes down.  (how much they can be sold for at a 
specific time) 

This is the singularly most important part of this article and is a solid 
opportunity for annuity sales.  The boomers was safety so ignorantly they 
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run to bonds...interest rates increase and what happens to the value of their 
bonds?   

Now consider annuities, interest rates go up, the interest rate on annuities 
go up, interest rates go down....nothing will happen because they are 
already so low. 

 

******** The example is a BARCLAY'S FUND, REALLY DOESN'T 
MATTER, it is about bonds in general. Could be bond funds, 
individual bonds and certainly US Treasuries....BB 

The Barclays Aggregate Bond Index, the most 
widely used proxy for U.S. investment-grade 
bonds, has an average duration of between 
four and five years. A rate rise of just 1% 
would cause it to lose 5% of its principal.  
 In ordinary times, that wouldn't be so bad, but with the index yielding just under 3%, 
there is no cushion to soften the fall.  

That threat of loss could be what it takes to get investors to flip-flop on U.S. equities, 
assuming that the market doesn't fall off the fiscal cliff, Ms. Sonders said.  

“It's going to take a combination of a push out of bonds and a pull into equities,” she 
said.  

Some advisers are moving to protect their clients' nest eggs by persuading them to buy 
stocks, even if it requires more than a little nudge.  

“Clients are getting squeezed on every side,” said Margaret McDowell, founder of Arbor 
Wealth Management LLC. “Their heels are dragging in the dirt as they're going, but they 
know stocks are the only way to have something to come home to.”  

Senior reporter Jeff Benjamin contributed to this article.  

jkephart@investmentnews.com Twitter: @jasonkephart  
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QE3 
Recent announcement that the Federal reserve is buying $40 
billion of mortgage backed securities came as no surprise.  Just 
exactly how far can the government go?  Apparently there is no 
limit when it comes to jump starting the economy.....BB 

Here is how QE3 Works. (from Wikipedia) 

Quantitative easing (QE) is an unconventional  monetary policy used by central 
banks to stimulate the national economy when conventional monetary policy has 
become ineffective. A central bank implements quantitative easing by buying 
financial assets from commercial banks and other private institutions with newly 
created money, in order to inject a pre-determined quantity of money into the economy. 
This is distinguished from the more usual policy of buying or selling government bonds 
to keep market interest rates at a specified target value. Quantitative easing increases 
the excess reserves of the banks, and raises the prices of the financial assets bought, 
which lowers their yield.  

Expansionary monetary policy typically involves the central bank buying short-term 
government bonds in order to lower short-term market interest rates (using a 
combination of standing lending facilities and open market operations). However, when 
short-term interest rates are either at, or close to, zero, normal monetary policy can no 
longer lower interest rates. Quantitative easing may then be used by the monetary 
authorities to further stimulate the economy by purchasing assets of longer maturity 
than only short-term government bonds, and thereby lowering longer-term interest 
rates further out on the yield curve.[14][15] 

Quantitative easing can be used to help ensure inflation does not fall below target. Risks 
include the policy being more effective than intended in acting against deflation – 
leading to higher inflation, or of not being effective enough if banks do not lend out the 
additional reserves.   

http://en.wikipedia.org/wiki/Monetary_policy#Unconventional_monetary_policy_at_the_zero_bound�
http://en.wikipedia.org/wiki/Central_banks�
http://en.wikipedia.org/wiki/Central_banks�
http://en.wikipedia.org/wiki/Financial_asset�
http://en.wikipedia.org/wiki/Bank�
http://en.wikipedia.org/wiki/Money_creation�
http://en.wikipedia.org/wiki/Money_creation�
http://en.wikipedia.org/wiki/Government_bond�
http://en.wikipedia.org/wiki/Excess_reserves�
http://en.wikipedia.org/wiki/Yield_(finance)�
http://en.wikipedia.org/wiki/Expansionary_monetary_policy�
http://en.wikipedia.org/wiki/Open_market_operations�
http://en.wikipedia.org/wiki/Zero_interest_rate_policy�
http://en.wikipedia.org/wiki/Monetary_policy�
http://en.wikipedia.org/wiki/Yield_curve�
http://en.wikipedia.org/wiki/Quantitative_easing#cite_note-Q.26A:_Quantitative_easing-13�
http://en.wikipedia.org/wiki/Quantitative_easing#cite_note-Q.26A:_Quantitative_easing-13�
http://en.wikipedia.org/wiki/Inflation�
http://en.wikipedia.org/wiki/Deflation�
http://en.wikipedia.org/wiki/Loan�
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Ordinarily, a central bank conducts monetary policy by raising or lowering its interest 
rate target for the inter-bank interest rate. A central bank generally achieves its interest 
rate target mainly through open market operations, where the central bank buys or sells 
short-term government bonds from banks and other financial institutions. When the 
central bank disburses or collects payment for these bonds, it alters the amount of 
money in the economy, while simultaneously affecting the price (and thereby the yield) 
for short-term government bonds. This in turn affects the interbank interest rates.  

If the nominal interest rate is at or very near zero, the central bank cannot lower it 
further. Such a situation, called a liquidity trap, can occur, for example, during deflation 
or when inflation is very low.[21] In such a situation, the central bank may perform 
quantitative easing by purchasing a pre-determined amount of bonds or other assets 
from financial institutions without reference to the interest rate. The goal of this policy 
is to increase the money supply rather than to decrease the interest rate, which cannot 
be decreased further.  

This is often considered a "last resort" to stimulate the economy.  

Quantitative easing, and monetary policy in general, can only be carried out if the 
central bank controls the currency used.  

Hmmm...who monitors the money supply in America? 

 

More.... 

Recently I was asked: 

"Why is the stock market still going up?"   

I am sure there are lots of reasons a professional economist could 
provide, but I know one for sure. 

Large American companies have been able to re-write their debt 
at a much lower rate.  AAA Corporate Bonds have had a return 
nearly at 5% over the past 10 years, now they can re-issue that 
debt at nearly 2.5%, a change in future cash flow and a lowering of 
obligations.  This provides more cash reserves ($1 trillion sitting 

http://en.wikipedia.org/wiki/Monetary_policy�
http://en.wikipedia.org/wiki/Open_market_operations�
http://en.wikipedia.org/wiki/Government_bonds�
http://en.wikipedia.org/wiki/Yield_(finance)�
http://en.wikipedia.org/wiki/Interbank_lending_market�
http://en.wikipedia.org/wiki/Nominal_interest_rate�
http://en.wikipedia.org/wiki/Zero_interest_rate_policy�
http://en.wikipedia.org/wiki/Liquidity_trap�
http://en.wikipedia.org/wiki/Deflation�
http://en.wikipedia.org/wiki/Quantitative_easing#cite_note-20�
http://en.wikipedia.org/wiki/Money_supply�
http://en.wikipedia.org/wiki/Currency�
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in corporate coffers)  and more available profit. The more profit 
the higher the stock price. 

Recently Microsoft offered $10 Billion in bonds, why?  Did they 
need the money?  No...it is because money is so cheap, they can 
borrow, reinvest and make a profit of the borrowed bond money 
and Microsoft is not alone, many Fortune 500 companies are 
doing the same thing. 

One other thing many are doing, issuing bonds and using the 
funds to buy back their own stock....what a racket! 

 

In summary 
It was the Age of Aquarius, now it is the Age of Annuity....BB 

Harmony and understanding 
Confidence and trust abounding 
No more falsehoods or uncertainty 
Golden living based on guarantees 
Baby Boomer  revelation 
And the mind's true liberation 
Annuities! Annuities! 

Sung to the melody of The Age of Aquarius** 
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Now Saint Sheryl and her thoughts 

 

http://annuityoutlookmagazine.com/2012/07/indexed-annuities-back-to-the-basics/ 

Indexed Annuities: Back to the Basics 
by Sheryl J. Moore 0  

For years, indexed annuities have provided a strong value proposition to 
those saving for retirement: guaranteed safety of principal while 
having the ability to earn limited interest based off of the performance of a 
stock market index. This must appeal to at least a few people; the insurance 
industry has experienced record sales of indexed annuities for four years 
straight. However, some financial professionals have lost sight of this 
proposition. 

Recent changes in our economy have sent the participation rates, caps, and 
other rates on indexed annuities on a downward spiral. While the 10-year 
treasury (a large driver of fixed and indexed annuity rates) was floating 
above 5.00 in 2007, today it is barely hovering around 1.70. This relates 
directly to the attractiveness of rates on indexed annuities. Annual point-to-
point caps on the products averaged upwards of 7.00% five years ago, 
where today these same indexed crediting methods are averaging a paltry 
3.13%. This dramatic change has a lot of insurance agents asking, “How can 
I make a sale on a product that may receive zero interest, but no greater 
than 3.13%?” 

http://annuityoutlookmagazine.com/author/sjmoore/�
http://annuityoutlookmagazine.com/2012/07/indexed-annuities-back-to-the-basics/#respond�
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It is absolutely true that indexed annuity rates are the lowest they have ever 
been today. Although there is a product with caps as high as 8.05%, there 
are many products with caps as low as 1.00%. I am not going to underplay 
the difficulty of making the sale of this product, as compared to the same 
product five years ago. However, I believe that we as an industry are 
“psyching ourselves out.” Psychology tells us that these products are now 
“unattractive,” and has us asking “who would buy a product with such low 
rates?” 

Let me tell you who. How about the young worker who’s only alternative is 
the  

• 0.58% that he is currently earning on his savings account?  

Perhaps the pre-retiree who has the bulk of her retirement dollars just 
sitting and earning  

• 0.45% interest in her checking accounts?  

What about the little old lady next door, who has nearly a million dollars 
earning just  

• 0.33% in certificates of deposit?  

Your parents? They just bought some Series  

• EE savings bonds that are earning 0.60%.  

They could have purchased  

• Series I bonds, but they are crediting a miniscule 0.00% 
with an inflation component of 1.10%. 

 

The bottom line is that rates on indexed annuities may be crummy today, 
but they are relatively competitive as compared to other vehicles that 
provide guarantees and protection of principal. So, don’t let the rates that 
are available on these products stop you from talking to your clients about 
indexed annuities! 

Today, people are looking for safety. Thanks to extreme declines in the 
stock market in the years 2000 and 2008, too many savers have lost the 
bulk of their retirement nest eggs. While they could get this with a  
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• fixed annuity, they would only average 2.06% credited 
interest  

today. This isn’t bad compared to other fixed money instruments. Of course 
these savers want the ability to earn interest on their retirement dollars too. 
However, if they want those double-digit returns of yesteryear, they are 
going to have to compromise the safety feature, and risk losing money in a 
product such as a variable annuity. 

The number one fear of Americans in 2011 was speaking in public. This 
year, it is outliving one’s retirement funds. That is no surprise since 
so many people lost so much money in 2008 AND people are living much, 
much longer today. In fact, there are 53,000 Americans today that are aged 
100 plus; there were only 2,300 in 1950. A recent article indicated that the 
first person to live to age 150 is already walking the earth today! And wrap 
your head around this- the same reputable news magazine that provided 
those statistics indicates that Americans will have the ability to live forever 
within the next 20 years as a result of our medical advancements and the 
possibility of “growing” any human organ. With pensions disappearing and 
our nation’s social security system in limbo, people are looking for solutions 
to ease their fears. 

Annuities are the only financial instrument that can provide a 
guaranteed income that you cannot outlive. Yes, they provide tax 
deferral, and the ability to earn additional interest. However, it is the 
guarantees offered by fixed and indexed annuities that resound so heavily 
with savers today. 

Don’t psyche yourself out. Tell your client that there are products that can 
provide guaranteed preservation of principal, guaranteed protection from 
market losses and a guaranteed income that they cannot outlive. Getting 
back to these basic value propositions on annuities will result in simpler 
sales during even the crummiest interest rate crises. 

  
Sheryl J. Moore 
Sheryl Moore is President and CEO of Moore Market Intelligence, an indexed product resources in Des Moines, 
Iowa. She has over a decade of experience working with indexed products and provides competitive intelligence, 
market research, product development, consulting services and insight to select financial services companies. She 

may be reached at sjm@indexedrockstar.com. 

 

http://annuityoutlookmagazine.com/author/sjmoore/�


23 Market All Day Every Day 

 

PS....I love what she says and what she stands for, email 
her and thank her.....BB 

------------------------------------------ 
By the end of 2012 several tax changes will be in effect, these 
changes will affect our industry as well as our clients. I have 
highlighted important points and made my comments in 
red.....BB 

 

Taxes 

 

Policy changes affect taxes paid 
11:29 AM, Sep. 8, 2012 |  
Written by 
J. Brendan Ryan  
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Not everybody wants to get down into the weeds when it comes to taxes on insurance 
products. And I probably overeducate on this topic. But I want no surprises for my 
clients when they want to make policy changes. 

In past columns I have discussed the taxation of life insurance policies and the taxation 
of annuity policies. But I have never compared them side by side. 

The need has arisen to do so. 

Several years back Congress passed a law that went into effect in 2010. It permits 
insurers to make available in these two vehicles long-term-care (LTC) benefits, each in 
its own way. Which one is more appropriate for an individual depends on 
circumstances, but the taxation of the basic policy should play a role in the decision. 

Under that law both life insurance and annuities can allow the policy owner 
to invade the policy’s benefit to help cover a LTC need under favorable tax 
treatment. Thus, the annuity can pay out its accumulated cash value, even including 
untaxed growth, without the payout ever being subject to federal income tax. And, the 
owner of a life-insurance policy, if LTC is needed, can withdraw up to the full death 
benefit without taxation. 

But which policy is appropriate for a given person should at least in part be determined 
by how each is taxed. After all, what if you do not need LTC at all? Then, will you be 
happier with the basic benefits and tax treatment of a life-insurance policy or an annuity 
policy? 

There are some major differences in tax treatment. Among those differences: 

Death benefit 

With life insurance, regardless of how much or how little one has paid for a policy before 
dying, and regardless of how much untaxed build-up there may be in the cash value of 
the policy, the death benefit is paid income tax-free to the beneficiary under a 
special section (101a) of the federal tax code. This is the case because long ago legislators 
decided that it was not good to tax benefits designed to look out for widows and 
orphans. 
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These are general ideas and not specific to any person, 
never give tax advice unless you are licensed to do 
so....be careful.....the points made below are to illustrate 
the coming tax change....BB 

Here are eight strategies that advisers may want to consider:  

1 Sell investments such as concentrated stock positions, businesses, real 
estate or other assets that would trigger capital gains and harvest some 
losses for future years, when capital gains rates will be higher.  

Why: Long-term capital gains rates will rise to 20%, from 15%, if Congress 
doesn't act. In reality, the rates for affluent Americans will be 23.8% because of the 
3.8% health care reform tax that starts next year.  

  

2 Receive ordinary income from sources such as individual retirement 
accounts and annuities — or exercise nonqualified stock options — this 
year rather than later to avoid higher income tax rates.  

Why: The top ordinary income tax rate will increase to as high as 40%, from 35%, if 
Congress does not extend or rewrite the tax cuts enacted under President George W. 
Bush.  

  

3 Move money into holdings that aren't affected by higher taxes on 
investment income, such as municipal bonds, Roth IRAs, variable 
annuities and life insurance, or choose mutual funds or exchange-traded 
funds that are managed to be tax-efficient.  

Why: Funds held in a Roth IRA for at least five years can be withdrawn tax-free (if the 
person is 591/2 or older). Roths also have no minimum withdrawal requirements. 
Annuities offer a tax deferral feature. The death benefit on a life insurance policy isn't 
subject to income tax.  
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4 Back away from investment strategies that focus on income from 
dividends.  

Why: If the qualified-dividend rate is allowed to expire, dividends will be taxed as 
ordinary income.  

 

5 Buy investments in which growth isn't taxed, such as Section 529 
college savings plans and employer-provided retirement plans.  

Why: Gains on funds invested in 401(k) accounts are tax-deferred, with the rate on 
withdrawals determined by the investor's tax bracket at the time. In the case of the 529 
plan, as long as the money is used for higher education expenses it won't be taxed when 
used, either.  

  

6 Defer tax-deductible payments such as contributions to charities.  

Why: Those deductions may be worth more if tax rates are higher in the future.  

  

7  High-net-worth families looking to transfer wealth should act to lock 
in potential savings before the end of the year.  

Why: The marital exemption on the estate tax drops to $1 million in 2013, from $5 
million, unless it is changed by Congress before year-end.  

Estate tax exemptions are rolled back and more of the taxable 
estate is exposed. 

Do prepare for the possibility of less-generous gift- and estate-tax rates and 
exemptions after 2012. These taxes are lower than they have been in 
decades, with a top rate of 35% and an exemption of $5.12 million per 
individual, or twice that per married couple. Those terms are slated to 
worsen to a 55% top rate and a $1 million exemption per individual 
in 2013.  
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************The $13,000 individual exemption that all taxpayers can 
use to make annual gifts to recipients, remains unaffected.  

Few experts expect next year's tax rules to stick for long, but the terms 
could become less generous than they are now. President Obama favors a 
$3.5 million exemption and a 45% top rate. Some also would like to shrink 
to $1 million the portion of the total exemption a taxpayer can use to make 
gifts while alive. This would leave wealthy families with less ability to 
transfer appreciating assets long before death.  

  

8 To reduce the impact of the 3.8% health care surtax on investment 
income, invest in tax-exempt bonds and rental real estate, and use S 
corporations, Roth IRAs and installment sales.  

Why: This is the one tax that is certain to hit wealthy taxpayers next year, so it is a good 
place to start with prevention techniques.  

  

 

Other Tax Benefits in Limbo 
Already expired, but up for renewal:  

• Alternative minimum tax adjustment  
• Deduction for state and local sales taxes  
• IRA charitable donation provision for taxpayers 70 ½ and older  
• Educators' classroom expense deduction 

Expiring for 2013:  

• Temporary Social Security tax cut  
• Enhanced dependentcare credit  
• Enhanced child credit  
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• Enhanced adoption credit  
• Enhanced earned-income credit  
• Repeal of personal exemption phase-out  
• Repeal of limit on itemized deductions (Pease)  
• Enhanced student-loan-interest deduction 

 

 

------------------------------------------ 
 

 

Big Truck Questions 
 
Questions for the Owen's Brothers from the Crew 
 
 
Q.  How far are you ahead (or behind) of your goals are 
you this year?  Have you made adjustments? 

 -------------------------------------------------------------------------------------  
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Dave has some product updates… 
 

Leads 
Please listen up! Sign up for 
leads, all the scrubbed leads 
you can get, they will make 
you money....the lead flow is 
still slow (but increasing) but 
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our crew is killing 
them....tons of sales! 
Hello Partners, 
 
When ordering the "Scrubbed Leads" you do not need to establish a second account. Log 
on to your existing account at 
 
 http://www.annuity-admin.com/agents/admin/index.php?  
 
where you ordered your "Premium Leads" and: 
Click on "My Account" 
Click on "Edit Account" 
Click on "Edit" next to Lead Type & Cost 
From there you can chose to Premium Leads, Scrubbed Leads, or both. 
Click "Continue" 
Verify the leads you want are documented next to "Lead Type & Cost" 
Click "Save & Continue" 
If you were already ordering Premium Leads and wish to add Scrubbed Leads (in other 
words, buy both types) there is a bug that will not allow you to choose both. We are 
working on getting it fixed. Email me and I will manually get both leads ordered for you. 
For those of you that were already ordering the Premium Leads at $88 per lead your 
price will stay the same ($98 otherwise with the discount due to $10 price increase). As 
a reminder, your discount code is "Agent911". 
 
Thanks for the biz, 
 
Anthony R. Owen 
Annuity Agents Alliance, Co-Founder 
Annuity Innovation Systems, LLC, Vice President 
Annuity.com, Annuity Marketing Consultant 
Eagle Shadow Financial, LLC, Vice President 
Office: 303-284-3582 
 

----------------------------------------------------------- 

http://www.annuity-admin.com/agents/admin/index.php�
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Cleaned, pre-qualified, scrubbed annuity 
leads. 
 
pre-qualified, cleaned and scrubbed leads .....less than "advisor 
world".....email kevin@annuity.com for details....$195 each, will definitely 
be interested in annuities....full national launch begins in late 
august.....testing is available now 
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Disclaimer:   

I obtain information from many sources, print, internet, agent 
gossip and other media.  I always try and provide the original 
source or the link but my note taking habitually is lacking.   

Much of the content on Open MIC is written by me and is my 
personal opinion.  You should never consider that I am the 
world’s greatest authority or expert on anything.  Always consult 
professionals who are licensed to give correct advice regarding 
taxes and securities and other topics of great importance.   

I am an authority in lead generation and marketing annuities 
and am fully licensed as an insurance salesman. I sell state 
approved annuity products provided by licensed insurance 
companies. 

I am also NOT an economist by license, only by hobby.  If you 
decide to make decisions based on my particular view of the 
world, you should get it verified by licensed professionals or get 
your head examined. 

Open MIC is and was created for the entertainment of our 
agents, family, friends, guests, industry spies and myself.  Be 
careful with the information contained in Open MIC and always 
get advice from licensed professionals. You never know, 
sometimes I might make something up….so always verify! 

Also, the information used in Open MIC is free; I assert no 
copyright or literary rights. Copy away. 

Our competitors will copy Open MIC anyway so I might just as 
well give it away, saves so much mental anguish and sleepless 
nights. 

 

More Legal Stuff...  
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Be responsible... we cannot know your individual situation, 
always do your own due diligence before responding to any offer 
or investing any money. 

I can't accept responsibility for the profitability or legality of any 
published articles or opinions published in Open MIC. Nothing 
in these Open MIC notes should be considered personalized 
advice. Although I may answer your general questions, I am not 
licensed under securities laws to address your particular 
situation. No communication by me to you should be deemed as 
personalized advice.  

And, although all of the articles have been selected for their 
content, however in the interests of balanced reporting we often 
publish articles we may not agree with, the publishing of such 
articles within this newsletter does NOT constitute a 
recommendation of the products or services mentioned or 
advertised within those articles.  

We make no compensation for the publishing (or hosting) of 
Open MIC Notes. 
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