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¢ "Suppose you
were an idiot and
suppose you were a
member of
Congress. But |
repeat myself."

Mark Twain (1835i 1910)

¢ "It has been said
that democracy is
the worst form of
government except
all the others that
have been tried."

Sir Winston Churchill

(18741 1965)
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The close of summer 2009 is here. In Jul
and August, financial markets continued to improy.
somewhat, albeit with much volatility. We are bei
told now that the wors
Many laudedeconomists support this thesis base
on a mere technicalityd.S. economic output has

stopped contracting At Hayden Wealth
Management, we are much less sanguine about the financial and economic landsc4
We believe that economic pain for most Americans will continue, and we wis
economi sts would spend | ess time pont
vast unemployed on how their-soa | | ed figreen shootsoOo C 3
food on their tables. ThHess of 6.5 million jobs since December 2007 has spurred the

sharpest rise in the unemployment rate since the 1930s; the figure stands at 9.7% o
and is |likely to rise above 10 percen
swims | i ke a duck and guac ks HéreakHaydan, vis

are not quite ready to declare this recession over, by any means. When the local
delicatessen up the Post Road isaiuthe-woods, we will gladly join those lofty number
crunchers who have declared victory. In the meantime, we remain cautious about th
direction of markets. (Gerard explains why inside.)

Several client events are on the calendar for this falb keep you informed
about how we are working to help in your financial planning and to safeguard your
eir;vestment portfolios. We are pleased to announcelbiasuelo Mack, Anchor and

Managing Editor of Consuelo Mack WealthTrack, will be the featured speaker at ouf

Annual Client Dinner on October 27th; read her impressive bio on page 10.

Also in thisGame Plan |

Gerard discusses our approach tg
PP Save these Dates

the current market environment; v
e Quarterly Client Conference Call
take a closer look at theoth IRA Monday, October 19, 2009 at 7 pm

conversion opportunity of 2010 _ _ ]
o Annual Client Dinner

and Dick delivers Part 2. on Socig Tuesday, October 27, 2009 at 6:30 pm

Security, focusing oSpousal Featuring Co_nsuelo Mack of WealthTrack
and Economist Ken Thomas

Retirement Benefits Your family and guests are welcome.
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Gerardobés Corner Not fully.
declare victory over this

historic recession. | woulg

Investment Strategy Overview agree that we may have Q;ﬂ
e g

reached some sort of

economic equilibrium, an 3
Gerard, in our June 16 Client Conference call, you that we are not likely to Gerard Gruber, Chief Investment Officer
were skeptical of the merRiotheddarkpass ns m the Seronc
quarter saying, fAwe ar ewherewswergintie finsuggaster.But kstllseen e c |
between the market and the economy, and that the significant economic problems that are likely to keep
market is anticipating economic recovery later this the U.S. from achieving strong growth in the near term

year . 0 Since our June call, the stock market rgl i

more, albeit with considerable volatility (12.53% Yes, wedve seen a slight|pic

YTD through 9/04/09 as measured by the S&P 500 markets, that provide a glimmer of hope for the

Index). Where do you stand right now? resurgence of consumer deman
to go to return to previous consumption levels.

| continue to believe that the stock market is Remember, the U.S. consumer accounts for 70% of our

overreachingd i t 6s reacted t oo GpRhagowth.iGDE Wwad% foothesacgnd quartere d
of hopeful economic news. August has been less  which was better than the 6.4% decline of the first

dramatic, although the trend has generally been  quarter. Looking ahead, annual U.S. GDP is likely to
upward. As | said back in June, there are alot of  be in the 34% range if we are lucky, but nowhere near

i ndividual investor s wh ourplegious precoession % levelsh And | reaflyt pn t
sidelines. Theyove beentlbdrinkiwgdbveai gomar@aeseeapi gipnc
hit its low on March 9. picture.
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While the recent performance has been positive, keeépou 6r e not buying the

in mind that the stock market is down approximately

32% from its high in October of 2007. Which means To some degree, given that the good news right now ig

that the S&P 500 Index needs to rise 47% from herghat when compared to earlier this year, many

just to get back to where it was two years ago. economic statistics are going to compare favorably to
where they were in January. But | still see big problems

Right now, I just think the market has gotten ahead dfi terms of rising unemployment, the weakened

itself. We are seeing a lot of performance chasing ag@mmercial and residential real estate markets,

the trading volumes are not high. | would like to see additional bank failures, and the great unknowns that

more conviction on the part of large institutional will unfold with all this fiscal stimulus. On a more

investors. There is still quite a bit of money on the positive note, it has been reassuring to see decent

sidelines, and | am not convinced that this recent raljprporate earnings reports in the second quarter, albei

supports full confidence in the market. on the back of severe casitting measures. But we
need to see some real revenue growth; right now,

Do you think the economic fundamentals support revenue is stagnant.

the view that we are in recovery right now?

N 4
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Will we see another big market correction, and In terms of increasing diversification, which
what will be the impetus? managers do you like?

| really think something is likely to happen this fall, We like John Hussman as a manager because his
and that the market will correct again. It is likely to beortfolios tend to be neoorrelated to the traditional

a reaction to lackluster GDP figures, or tepid corporat®ck and bond indices. John is a former economics
earnings, rather than some catastrophic news eventpikgessor, and he anticipates rising inflation in the

a Lehman or Bear Stearns failing. | am not predictingears to come, and has positioned his portfolios
horrific downturn, but aatbedi aghpackWeoarealliitlke &

that reflects our lackluster economic progress. diversification. And we are looking at Michael

Byrumés quantitatively dfive
Given this outlook, whafatchthe pdrformenedoPaShenthinriefsr mdasufing
strategy right now? How are you handling the trends in the commodity and financial futures markets.
investment portfolios? His portfolios also tend to have less correlation to the

equity and fixed income markets. These are just a few|
We are working to keep the right balance between thgamples.

offensive and defensive positions in all our portfolios,

which has meant increasing our offense incrementaynat about investing overseas? You touched on the
since the March | ows. Wgblih df themsrding M&Kets badklinlidhe. we P
taken some heat for not jumping fully back into the

market with both feet, but we remain skeptical and _ _ _
The emerging markets have been a big topic of

continue to maintain our defensive positions, while we _ _ _ _
: . N . __discussion among investors, given expectations that
wait for stronger offensive opportunities. Keep in min _ _ , ,

eveloping countries are likely to experience better

that we have done an excellent job of managing risk on ,
. . - .__growth than the U.S. going forward. But these areas are
the downside of this horrific market, and our caution

. . . . stﬁl extremely volatile, and their economies are lacking
we move forward is in keeping with our riskerse

. . .._in transparency. We are, however, being opportunistic,
philosophy. We have told clients that we are not I|ke| P y g opp

. L nd right now we are keeping a close eye on the
to capture all of the gains on the upside in the near term i _
Brazilian and Chinese markets, which we prefer. We
whenever that happens. ) o
have gingerly started to add positions as the

opportunities arise. !

O
<
D

In a volatile market like this one, it is critical fiacus
on income generated by the underlying investmentsThank you, Gerard.

| am not talking about the dividend income derived

from equity investments, | am talking about fixed A Ten-Year Look at the S&P 500 Index

income, or bond investments. Within our fixetome T T

bond positions, we are looking very closely at all typege /™ ko snie oz Sz i e Jin e i

1,700

of investments including international bonds, inflation .

1,500

protected bonds, municipals and corporate debt. We,
have increased diversification in this sector. g
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Looking Ahead:
A Tremendous Roth IRA Conversion Opportunity in 2010

Since taxdeferredndividual Retirement Accounts (IRAs) were first introduced
in 1974, many of us have used them to salt away hard earned dollars for our
gol den years. These fAtraditional o

theydve enabl ed manyawd hbhast e,
during our peak earning years. It made great sense to let our investments grow

tax-deferred until retirement. This made good sense given the expectation that o
living expenses, and taxable incomes, would be lower when we retired, and t

our IRA distributions would be subject to lower marginal tax rates.

Unfortunately, due to the recent economic and financial crisis, the issue of higher taxes in the future is

matter of ifwheno rat her t han nif o.

| R
i anmesth

Game Plan H

Our record

increase tax revenues everywhere they can. Consequently, we may find ourselves paying equivalent income tax

rates in retirement b and conceivagbly even highper r
How Do Roth

The Roth Advantage Conversions Work?

Ushered in through the Taxpayer Re|ll The Roth conversion 997,

distinguishing feature of being taxed-fipnt, and then generating tfvee
earnings without limitation (as long as the account is held for 5 years,

and the owner's age is at least 59% for withdrawals on the growth portion ab
principal). The Roth was put in place to encourage retirement savings, and &
more flexibility to other traditional retirement plans.

0
d

The IRS has always allowed for the conversion of traditional IRAsdgferred)
to Roth IRAs (taxed wjfront). In effect, the amount being converted becomes
taxable income in the year the account is convehgittaxes are never levied
on the account again However, an income eligibility limit is in place

which restricts those with adjusted gross income of $100,000

(singles or couples filing jointly) from converting.

option allows qualifying
taxpayers to electively
convert some or all of
their traditional IRA, 401
(k), 403(b), or 457(b)
savings to Roth IRA
savings. Beginning in
2010, investors of all
income levels are allowed

to convert.

Beginning in 2010, the income restriction is eliminated so that investors of
all income levels will be able to convertMoreover, the taxable income attributed

to a 2010 Roth conversion may be claimed either in 2010, or spread over two tax years: 2010 and 2011.

-
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More on Roths

A few things to consider about Roth IRAs and the Roth conversion option:

Game Plan \

You can convert a traditional IRA to a Roth IRA before age 59 without penalty; however, if y
withdraw monies from the traditional IRA to pay the income taxes (before 59%), that amour
subject to the early withdrawal penalty (10%). After age 59% , there is no penalty

Any non-deductable contributions being converted from the traditional IRA are not subject to tax,

may simply be converted to the Roth IRA

Roth IRAs, unlike traditional IRAs, do not require you to take a mandatory minimum distributi
beginning at age 70%

Taxable Roth conversions, and Roth earnings, may not be withdrawn for at least 5 years; however
aftertax contributions to a Roth account may be withdrawn at anytime without taxation or
penalty (even before age 59%)

Both traditional | RAs and Roth | RAs offer
to withdraw over their lifetime; this is especially attractive for younger beneficiaries

Roth IRA distributions are not included in measuring income level for determining taxation on Soci
Security retirement benefits

If you convert a traditional IRA to a Roth IRA, and then your investment declines, the IRS allows yq
to undo the conversion in a fArecharacteriz
investment level

a

All types of IRAs may be converted to Roth IRAs (including SEP and Simple IRAS)
Partial conversions from a traditional IRA to Roth IRA are permitted
A Required Minimum Distribution from a traditional IRA does not qualify for conversion to a Roth.

To Roth or Not to Roth? What is Best for You?

As one of the hottest tg¥danning topics of yeagnd 2009, the Roth IRA
conversion has been evaluated by many CPAs and tax preparers. The

i$64

guestiono

becomes:

and estate levels increase, analysis becomes more complicated. Here are a f
guidelines that may help with your decision:

Circumstances favoring conversion

You have monies available to pay the taxes outside the IRA acc
You expect to be in a high tax bracket during retirement

You will not need the funds for living expenses (at least within the next 5 years);
The longer you can avoid withdrawal, the greater the conversion advantage
You have a tax loss carry forward or NOL (net operating loss) positions

Your estate is large enough to subject you to estate taxes

w h gourtases?r at €
For some, the answer may be readily apparent and measurable. But as your incajpasiderations, most

ou
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st
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Should You Convert?

For many of us, the
answer wil |l
Othyere are some ceréful i

eWimportantly: Do you
have the money to pay
the taxes on the
conversion?

ount

be
mat €
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More on Roths

Your First Step

. . We recommend that you ask
Circumstances unfavorable to conversion

e You expect to be in a lower tax bracket during retirement

e You will need to withdraw monies from the conversion account
to pay the tax hit

e The conversion pushes you into a higher tax bracket or AMT

your tax professional and/or
CPA to crunch the numbers
to see if a ROTH IRA
conversion makes sense
for you.

) ) I f you donét have
Important Tax Considerations e T A e

. . . . . tax professional and/or CPA,
The progressive nature of our income tax system, combined with the alternative

minimum tax (AMT) and the phasmut of deductions, can actually trigger

higher taxes for some. Since IRA conversions are treated as taxable income,
they can push you into higher tax brackets, and possibly subject you to the AMT]
Consequently, unless there is a clear tax advantage in converting, it is advisable
to have a tax preparer run the numbers on alternative scenarios.

please contact Dick Drew at
our offices and he will get
you pointed in the right

direction.
203.454.3377

On the flip side, estate taxes could favor a Roth conversion. The amount of
taxes paid in the conversion will reduce the amount in an estate subject to estate
taxes (which could be taxed at higher rates than the income tax rates).

If the majority of your retirement assets are in traditional tax-deferred plans,
converting a portion to a Roth IRA may be advisableThis strategy would
enable you to manage your taxable income in later years by drawing a portion
of taxable, and a portion of tdree funds. This could help you to stay within a
lower tax bracket.

In the final analysis, there is no substitute for crunching the numbers to see how different scenarios play out
given your specific circumstances. Your first step is to ask your tax professional and/or CPA to run the numbers
and see if a conversion makes sense for you. There are several tax software programs available to gase the
process, and there are multiple online resources offering insights and Roth IRA conversion calculatorgy. Just

Googl e: ARoth I RA Conversion. oo

I f you donoét have a trusted tax professional and/ c
direction. We have relationships with several trusted professionals who can crunch your numbers, analyize the
tax implications, and move you toward making thp ri

~ Dick Drew, CFP

Additional Resources
www.rothira.com
IRS Publication 590mww.irs.gov/pub/irspdf/p590. pdf
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Dickds Corner

Rethinking Social Security Retirement Benefits (Part 2.)

This is Part 2. in our series on Social Security Retirement Benefits. You can LY
Part 1. in the May 2009 issue @ame Plar(available at Mj N
www.haydenwealth.com und®what 6® RBewtion). T N8 ored, Rediorb @halid pBnbhg

article simply touches on some of the Social Security claiming considerations
that impact married couples. Please contact me if you are interested in exploring
this topic in more depth. Toward the end of thj s
Securitybo, to help you navigate your benefits pext

Spousal Retirement Benefits

When the Social Security Act was originally passed back in 1935, the overwhelming majority of U.S.
households had a single wage earner. But today duel income households are the norm, and the historical garnings
gap between men and women continues to diminish. Givespthesalandsurvivor Social Security Retirement

=

Benefit SSRB) features available, there are opportunities for creative strategies in choosing when to claim i
order to optimize benefits. And married couples enjoy an array of options that are not available to their single
counterparts.

Several attractive options for married couplesvere put in place with
the Senior Citizenso6 Fr evaglsgmedt o] Wo
into law by President Clinton to encourage people to work beyond
retirement age. Here are three worth noting

1) If a working spouse delays claiming SSRB beyond Full Retirement
Age (FRA is currently 66, and dependent on what year you were
born), the value of benefits increase 8% annually

ACEoUnT wuneae Tt 4 2) A spouse can initiate benefits even when the primary working
& spouse delays them (as |l ong as|the
suspendso)

e 3) When a spouse dies, thighestindividual benefit at that time is the
al Jecutdly 1 one that continues to be collected by the surviving spouse, because the

INFORMATION .YA% 585 orrice lower benefit drops off. (By contrast, under traditional DB or Defined
An original Social Security promotional poster after Benefit plans, spousal survival benefits are typically reduced, or
President Roosevelt signed the Act into law in 1935. eliminated, when the primary beneficiary dies; this is also how most

lifetime annuities are structured.)

-
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More on SSRB

The best strategy for a
The Ahighest individual benefito featrHarrriSdcguBIé] be| an

many married women, because they statistically live longer than their husbands
and may have spent time as a homemaker while their husband was the primary
wage earner. Even for women who work fihe, they still earn on average only earner 6s finan
78% of what men earn. situation, and the

depends on the lower

difference in age
While both spouses are alive, at FRA either spouse is eligible for the higher of

SSRB from their own earned income hl
(If the spouse claims before their FRA, currently 66, they are entitled to a
reduced portion of their spouseos blen®am?youneedto
live longer in order for
When is it Best to Claim? the extra benefits to

between the spouses.
story, or 50% c
The risk of waiting to

. : ~ be worthwhile.
Some studies which show that a fAtralditional 0 coupl e

higher earner) the optimal strategy is for wives to claim early (62) and
for husbands to delay claiming until age 69 or [0 (
for Retirement Researctvww.crr.bc.edl. Please note, however, to the extent the
lower benefit spouse elects to start their spousal SSRB claim early, their survivor benefit will also be diluted by
that same percentage. However, the lower income spouse mayta#aimwn SSRBbenefit early, then step
up to the 50% spousal benefit (if higher) at their FRA, and ultimately receive the full surviving spousal benef
later.

it

By working until to age 69 or 70, the working husband will continue to increase his SSRB until his own claim
date. If the husband then dies, the surviving wife/widow receives the deteasedb and 6s hi ghe S S
(inclusive of deferred benefit increases and-oddiving adjustmentCOLA). Variations of this strategy would
also apply where both spouses work but one has a lower accumulated benefit.

The 50% spousal benefit also applies to divorced spouses who were married for 10
years or more, and who do not remarry.

A Strategy to Reduce Taxes

Back in 1935 when Social Security was established, contributions were tax deductible, and all benefits recgived
were free of taxation. That changed in 1983, and again in 1993. Benefits are now taxed at a progressive
threshold based on income level. The amount of SSRB that you must report as taxable income on your Fgrm
1040 depends on how much "provisional income" you have for the year. Because of this, to reduce your tgx
burden it may be worth considering drawing income from your taxable retiremenfipggrend defer

N 4
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More on SSRB NO COLA in 2010

For the first time in
35 years, older
Americans will
receive no cost-of-
living adjustment
(COLA) in the
SSRB checks in
2010.

claiming SSRB until later. Depending on your provisional income, the portion of
your SSRB that are subject to federal tax will range fro@b%; at least 15% of SSRB
will be federally taxexempt. If you delay claiming, your SSRBs are likely to comprise
a greater portion of your overall income, and this can lower your tax burden.

Studies have demonstrated an effective 5% reduction in the total tax rate is achieve
a couple with $69,000 income from all sources using this strategy. At higher income
levels the benefit diminishes, but the result remains favorable. These tax concerns \
be exacerbated after 2010 when current tax levels increase as sunset provisions take effect.

(Weodl | be providing more insights on changing t

What Makes Sense for You?

defer SSRB cl ai ming. ltds important to focus on
has a unique mix of values and issues to deal with. Here are some of the questions you should ponder.

Who is closer to retirement; you or your spouse? Who is the primary breadwinner?

e How long can your work, or do you wish to work?

¢ If you continue to work will you also delay withdrawals from other retirement programs (defined
benefit and/or defined contribution plans)?

o How will your retirement investments perform relative to the gains you realize from delaying you
SSRB claiming date?

e Are you more concerned about lifetime income, or having direct control of your investments?

Understanding your SSRB Choices is Not Easy

And ités even more complicated if you are marri

Online Resources ACCOUNT NUMBER

www.socialsecurity.gov
wWww.aarp.org
www.retiremeniincome.net

A X € S

There arel imaemy Viariaabl es to consider which dictate

y 0L

=

e d.

invest wisely for retirement, and to help you make the right choices whether you are still accumulating or taking
income distributions. Please give me a call if you would like to discuss your options, and we will help deter
what the best strategy works best for you. !

—SOCIAL SECURITY*ACT

mine

~ Dick Drew, CFP

N
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Consuelo Mack

Anchor and Managing Editor of
Consuelo Mack WealthTrackn Public Television

Featured Speaker at the HWM Annual Client Dinner, October 27, 2009, 6:30 pm

Consuelo Mack has a long and distinguished career in business journalism. In 2005
she struck out on her own to launch her dream program, a weeklychalprogram

on public television devoted to helping Americans build and protect their wealth
over the longterm. Now in its fifth seasorGConsuelo Mack WealthTrachas been dubbed the ALCram
press andvloney Magazine ecent |l y named Mack i TWealthBaeksstthe MdynpeogramTod |Ho st
television devoted to lonterm diversified investing in all of the investments people care about: stocks, bonds, real estate,
insurance, art and collectibles.

WealthTrackhas scored a series of television exclusives ipclu
Yale endowment head David Swensen and prescient fund manager Jeremy Grantham who called both the tech and credit
market bubblesWealthTrackwhich started on a handful of stations is now seen in more than 100 markets, including 24 of

the top 25, and on 270 channels covering 72% of the country. In NewWeakhTrackis seen on WLIW, channel 21 on
Friday evenings at 7:30 and Saturday mornings at 8:00 on WNET, channel 13.

Before developingVealthTrackMack spent over a decadeTdte Wall Street Journals the Anchor and Managing Editor

of its weekly syndicated business progrdnil h e Wa UJ lo u & nh a & .eD&iagpherrtenude it won the Overseas Press
Club award, the Gracie award and was nominated for a News and Documentary Emmy award for excellence in background
and analysis.

Mack also played a critical role in CNBCO6s ThetWahStreeg i [c al
Journal Anchor of a morning show, reporter LUooui sa Rluakielyys efr Di
St r éndtd fibal months on both CNBC and PBS.

Mackbés international experi encfeThencWauidaenssSthreeien g, dtwbeilynsgn ¢ hRo
business program syndicated throughout FEAserag i nagnaii dhoestsion
1994 PBSspecid Paci fic Rifto.

Mack is a pioneer in business television. She was a founding partiefofd a y 6 s , vihers shawveas tkedsole Anchor

and Executive Editor of televisionbds first daily, naf i on
andcea nc hoBusoifnefis,s tTh enefsidor st nati onal mor niBrug i mhesisoneleanésroo
ACE award, cable televisionds highest honor.

Prior to her television career, Mack worked for several prominent research and money management firms including
Mitchell Hutchins and Merrill Lynch. She is a member of the Economic Club of New York, the Council on Forejgn
Rel ations and The Womends Forum and a board member Jof
Foundation for Teaching Entrepreneurship.

She has received several honors including the first Lifetime Achievement Award for Women in Print and Electqonic
Financi al Journalism from the Womends Economic Rounjdtahb
bachel or degree in English Literature, Hi story and Ppl it

N
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Mark Your Calendars

e Quarterly Client Conference Call
Monday, October 19, 2009 at 7 pm

e Annual Client Dinner
Tuesday, October 27, 2009 at 6:30 pm
Featuring Consuelo Mack of WealthTrack
and Economist Ken Thomas
Your family and guests are welcome.

NnNMoney I S never ou
Re al peopl e

HAM

HAYDEN

WEALTH MANAGEMENT GROUP

A DIVISION OF NORTHEAST COMMUNITY BANK

830 POSTROAD EAST, WESTPORT CT 06880 EL: 203.454.3377 Ax: 203.454.4965 www.haydenwealth.com

Gerard Gruber and Dick Drew offering Securities and Investment Advisory and Financial Planning through Geneos Wealth Managdteenber FINRA/SIPC. Vern Hayden offering
Investment Advisory and Financial Planning Services through Geneos Wealth Management, Inc. Investments are not irsHE byté not guaranteed and are not deposits 0
obligations of the financial institution. Investments are subject to investment risks, including possible loss of pnoeipaihaested.
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