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Quarter 3, 2009 
July 28th, 2009 

 
Message from our Chief Investment Officer 

   
By Christopher Yoo 
     Chief Executive & Investment Officer 
   

Pullbacks and Rallies… comfortable 
rollercoaster ride?  
 
Summer is here and beautiful weather is here once again in this Greater Puget 
Sound Region.  As I am looking out my window, I begin to think, is our economy 

and our stock market as optimistic and shining like this clear blue sky I’m seeing?....  Can I be hopeful like 
the bullish analyst presenting better than expected earnings from the companies that are the 
cornerstone of our economy?  Where is the end to this madness?  I return back to my desk and monitor 
the moving charts of various indices and reality hits once again…  Bull run or growling Bear….   Difficult 
to know but let me take a stab at this critical issue we are all wondering about.  The earnings report we 
all heard this past several weeks can be a story in itself giving us a possible direction of the market.  But 
they may not be enough… we still have fundamental issues with this economy and the market, and until 
I see a clear signs of recovery, the recent run-up of the stock market can be considered a “cosmetic” 
rally.  
  
I believe that investor sentiment –still quite low- is also a good indicator of market trends.  After a tough 
few weeks in the market (mostly in June), we’re seeing reemerging signs of confidence.  The pullback in 
June was part of what I believe was a necessary digestion of gains following the strong rally off the 
March lows.  I call it “taking a breath of air”.  We witnessed another round of rally (early-mid July) which 
proves my point.  However, I see a second stage of fear entering the market, where investors worry 
about “missing the boat” – or missing out on another rally, therefore waiting for another pullback.  Until 
everyone is “on the boat” the boat will not take off.  To put it another way, the rally cannot continue 
until we fully regain investors’ confidence.  Since this is not the case, and the investors are still sitting on 
the sideline, another pullback can be a strong possibility.  The trading volume must be sustained.  We 
don’t advocate attempting to time the market, but we certainly urge investors to increase their equity 
exposure to use pullbacks to begin dollar cost averaging back into a diversified equity positions.  
Certainly Summit Asset Strategies portfolios have done this for the last 6 months.  I call it “box-trading” 
– a technical analysis jargon, which strategizes behind making purchases (and potentially, sale) when the 
market hits near 60 to 90 day lows (or highs).  This strategy works best when the market does not show 
a clear signs of up or downward trend, which is the behavior our current market showed us for the last 
12 months.  
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Going back to earnings, I feel investors are looking for top-line improvement, indicating revenue growth, 
rather than just expense cutting adding to the bottom line.  And now we are in the second quarter 
earnings season to see if these are really happening.  While it hasn’t been across the board, we’ve seen 
signs in earnings reports that companies are starting to see growth opportunities to bolster our belief in 
a renewed leg up in the market.  Some business spending is starting to loosen up, and inventory levels 
are low.  This equates to even a slight uptick in demand – will bolster growth in near term.  This is a 
positive sign for sure!  Additionally, global emerging economies, especially China, have resumed strong 
growth, which I believe will particularly benefit those areas of the market that are more internationally 
exposed.  However, call me a pessimist, but I still am uncomfortable to say that this market rally will be 
for a longer- term, and here the reasons why.  Action in the Treasury market at times has shown 
investors are concerned with the growing level of government borrowing and spending, and should that 
concern continue, interest rates could move substantially higher and short-circuit the recovery.  Massive 
global stimulus similar to that in the U.S has aided those rallies superficially, but we’re also watching for 
fading stimulus effects and whether the global economy can function on its own.  These are the 
fundamental issues that are unclear to me, therefore I am not 100% convinced this is a sign of the long-
term rally.  I hope I’m wrong, and would like to see the positives near term.  As an individual who have 
the fiduciary duties to manage assets of our friends and families, I have to be careful not to be optimistic, 
especially in this market climate.  I am not disputing that there are positive signs in the economy…  I’m 
just indicating that we must look for clear signs before we become optimistic.  In summary, we must be 
careful not to react to 2 or 3 days of over 100pt advance on DOW…  Market will move up and down, we 
all know that.  What is most important is that we must understand the fundamentals of the current 
economy and make appropriate “Dollar Cost Average” plan into the market.    

  
Based on these perspectives, my recommendation to you is to look at more of a cyclical areas of the 
market.  As always, use dollar-cost averaging process in a controlled manner, looking for signs of 
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pullbacks to slowly increase your equity allocation.  Here is Schwab’s sector view: 

 
Source: Market Perspective, July 24th 2009 edition, The Schwab Center for Financial Research, Division of Charles Schwab & Co., Inc. All 

rights reserved.  
 

For fixed income investing, we must first consider Fed policy.  Their current strategy is to stick with the 
status quo of low rates and “extraordinary” policy measures to encourage economic recovery.  While 
talk increases about the “exit strategy,” the Fed has pegged inflation as a limited risk for now.  Bernanke 
affirmed this conviction in testimony to Congress on July 21, and affirmed that employment and 
consumer spending would have to rise to reverse current Fed policy.   I believe the bond market is now 
in a “consolidation” period.  The rise in longer-term yields on Treasuries since the beginning of the year 
has leveled off, and spreads on corporate bonds (the difference in yield relative to U.S Treasuries) as 
well as high-yield investments has slowed.  Also, for the credit sensitive bonds, their price gains may 
depend on more robust earnings growth ahead.  
  
Therefore I recommend our investors to start moving away from cash and government-backed bonds to 
Treasuries, which provide an effective counter to stock market risk, and consider corporate and 
municipals since there are still some values left in that area.  Selection is becoming more critical as the 
bond market continues to show signs of normalization and longer-term interest rates move higher in 
response to recovery prospects.  
  
Closing  
  
I’ve never been a fan of rollercoaster rides…  I do have a fear with heights.  However, when my family 
and friends take a trip to an amusement park, I will make an effort to take a ride on the rollercoaster, 
fighting my fears… because what fun is there visiting amusement park without an experience on a 
rollercoaster?  And after I overcome my fears and complete the ride, sense of accomplishment is 
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realized.  As we all are riding on this market rollercoaster we should have that perspective as well.  
Although we may not be 100% comfortable with the volatility of the market, the reward for staying put 
can be quite large.    
  
You’ve come this far... together, we can move further….  
Thank you so much for your trust and support!   
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From Wealth Management Division 
 
 
By Michael J. Greiner, MBA, CWM, CTEP  
     Managing Principal & CEO, Summit Asset Strategies Wealth Management, LLC   
 

Let’s Talk ‘RISK’ – Can we?  
 
After watching our investment portfolio values decline over the last 15 months by 
almost 40%, most investors have an all too clear vision of what ‘risk’ does to 

investment pools.  ‘Risk’ is harmful to their financial well-being.  Taking too much ‘risk’ hurts.  Let’s try to 
gain a little better understanding of how the investment advisory world can best deal with investor ‘risk’.  
Our task is simply to suggest and implement portfolio models that will best achieve client goals based 
on the individual client needs; given a bunch of assumptions factored in along the way. One of these 
ŦŀŎǘƻǊǎ ǿŜ ƴŜŜŘ ǘƻ ŀŘŘǊŜǎǎ ǿƛǘƘ ŜŀŎƘ ŎƭƛŜƴǘ ƛǎ ΨwL{YΩΦ  9ǎǇŜŎƛŀƭƭȅ ƴƻǿΦ  
  
Most advisors simply address risk from a relative perspective in having a brief discussion about how 
much ‘risk’ that client needs to take.  A silly example is asking the client “from a scale of 1 to 10, how 
much risk would you like to take”   Are you kidding me?   We are managers of hundreds of millions of 
client assets; advising ultra-high net worth individuals and families; and the best gauge we can use is 
deciding whether you actually are a 5 or 6.  Can we please take a little more of a scientific approach to 
ŘŜŦƛƴƛƴƎ ŎƭƛŜƴǘ ΨwL{YΩΚ  
  
Measuring clients’ risk tolerance involves many different areas and issues.  Many clients feel they need 
to accept a certain risk level to achieve a certain return to meet their objectives.  Truly they aren’t 
focused on the risk as much as they are looking at a desired return.  Planners are telling them that they 
need to earn 12% each year for the next 10 years to meet their goals.  So they go for it.  Where is the 
discussion about the required risk they are taking?  
  
Many investors didn’t really see the risk from the latest downturn.  Their advisor told them this CMO 
had a great AAA credit rating…no problem.  AIG carried a  A+ rating by Moody’s and A.M. Best.  “Blue-
chip stocks are the way to go”.  The clients’ ability to assess such risk is defined only by their ‘perception 
of risk’.  Risk perception can be explained as not being fully aware of the true integrity of what you are 
buying.  Advisors need to help with risk perception.  
  
Do investors with more money have a higher risk tolerance?  Can they roll the dice a little?  My 
experience finds that clients with more capital are no more willing to accept risk.  They may, indeed, 
actually have less overall risk.  The only advantage this group may have is a higher capacity for risk.   
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Their individual financial condition may allow them to better withstand the effects of more severe 
outcomes, but they may have a lower capacity for risk because of their age.  Reviewing a client’s 
capacity to accept risk is critical in defining an appropriate investment strategy.  
  
Finally, the most complicated element in risk assessment involves defining and measuring the overall 
risk tolerance for each of our clients.   Dealing with risk, loss of principal, portfolio volatility … is largely a 
psychological exercise.  People deal with uncertainty differently.  Some can handle the stress, others 
can’t.  Some families better understand the cyclical nature of financial markets, some families panic.    
  
Finding that comfort level for each client requires the advisor to factor in age, financial capacity, investor 
personality, an ability to withstand loss of principal, existing market conditions… often referred to as 
RISK PSYCHOMETRICS.  Studies have shown that the correlation found between the advisor’s 
assessment of a client’s risk and the true measured risk for clients is quite poor.  Advisors need to better 
account for each of the elements of RISK in building suitable risk-sensitive client portfolios.   On a scale 
of 1 to 10…  
  
  

 I. Risk Tolerance Revisited, FinaMetrica White Paper, April, 2009  
 II. Risky Business, FinaMetrica White Paper, May, 2009 by Geoff Davey  
 III. Insights in Measuring Risk Tolerance from Psychology and Psychometrics, Roszkowski, Davey, Grable, Journal of Financial 
Planning, April, 2005  
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By Joel D. Cambern 
     Business Development Officer 
     Relationship Manager  

 

Tough Talk…  

 
A “Tough talk”, it’s not just the talent to quote Al Pacino & Clint Eastwood verbatim 
or the ability to intimidate the guy across the line of scrimmage with unflattering 

comments directed at the maternal side of his lineage.    
  
Sometimes it’s tough to talk about personal and business financial matters with our family members and 
those closest to us.  Although most folks tend to shy away from these conversations, these “tough talks” 
are an essential part of a complete wealth management plan.  Too frequently these frank discussions 
and planning sessions are put off until it’s too late.    
  
When a senior family member becomes incapacitated or dies without a structured estate plan in place, 
it leaves the rest of the family with the compounded challenges of dealing with emotions and unfamiliar 
financial and business issues at the same time.  Not only does this create added stress, but it can also be 
extremely costly to the estate; as the assets are quickly fed upon by taxing entities and other 
opportunistic parties.  
  
These challenges can often be avoided or minimized by putting some simple steps into place by having 
these important discussions long before you anticipate needing them.   
  
One reason that so many people put this process off is the seemingly overwhelming need for 
documentation, and the confusing pool of options.  A good wealth manager, coupled with a competent 
estate attorney will streamline the process and take the guess- work out of what is necessary to be 
prepared.  
  
Another reason for delaying the process is the simple fact that most people do not like to consider their 
own mortality let alone discuss it with those closest to them.  Let’s face it, the topic of personal death or 
disability coupled with how you want your assets distributed and managed when you are no longer able 
to do so does not make for casual dinner conversation.    
  
It’s an easier and more efficient process with a third party facilitating.  Ideally you will utilize the 
experience of someone who is a trusted partner in the family’s financial affairs.  This person will be able 
to take some of the emotions out of the conversation and focus on an agenda without detaching 
entirely from the sensitive nature of the discussions.  These professionals work with plans on a regular 
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basis and have the resources necessary to simplify the process, to make sure that all of the big issues are 
covered, and to work with those responsible should the time come to implement your plan.  
  
Some of the topics that are generally covered include:  
  
  Wills  
  Trusts  
  Living Wills  
  Advanced Medical Directives  
  Powers of Attorney  
  Establishing an Executor  
 
  Insurance Coverage – Life, Disability, Long Term Care  
  Business Succession Plans  
  Philanthropic Concerns   
  Beneficiaries   
 
  
There should also be a designated location that has a list of all accounts and insurance policies as well as 
the locations of pertinent documentation including the names and contact information for all of those 
involved in these concerns.  This may include the Financial Advisor, Insurance Provider, Estate Attorney, 
and CPA …  
  
This process can be a very good way to involve the next generation in discussions pertaining to the 
responsibilities of inherited resources.   For those with business interests it leads into discussions of 
succession planning so that everyone is on the same page when that time comes.  
  
Taking the time to organize and prepare now can and will help to preserve peace of mind for all family 
members and protect assets from unnecessary taxation hits from multiple entities at the time of 
transition.   
  
When you talk tough, you need to be able to back it up.  Have a comprehensive plan in place so that 
when it’s needed, the family is not burdened with unnecessary stress.    
  
At Summit Asset Strategies Wealth Management we see this as a vital piece of the wealth management 
process.  We work closely with our clients to ensure that they know the importance of their complete 
estate plan, and when necessary, we “talk tough”.   
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