


It has been just over a year since mortgage originator New 
Century Financial revealed mounting subprime-loan problems, 
thus marking the beginning of the current credit crisis. New 
Century is now bankrupt and, at last count, financial institutions 
here and abroad have written off approximately $250 billion in 
various loans and securities. As we suspected when we wrote to 
you last quarter, the aftershocks of this crisis have set the tone for 
the U.S. economy and investor sentiment thus far in 2008.

All of the major stock indices recorded declines for the first 
quarter, as the credit crisis subsumed the municipal bond 
insurers and the investment bank Bear Stearns. Most of the 
major fixed income indices ended the quarter in positive 
territory, reflecting unprecedented intervention by the Federal 
Reserve. A notable exception was the high-yield segment of the 
market, as investors continued to shun lower-quality securities.

The actual returns of some of the more widely-followed indices 
are provided in the table to the right of this column.

Outlook & Portfolio Strategy
While we could not have predicted the events that have unfolded 
since the year began, we are pleased that our emphasis on 
portfolio diversification has helped mitigate the impact of these 
events on our clients’ portfolios. As mundane as this approach 
to investment management may sometimes appear, it has proven 
to be one of the best defenses against the inherent uncertainty of 
the financial markets. Other highlights of our portfolio strategy 
include the following:

n	 In portfolios with significant cash balances and modest 
allocations to domestic stocks, the market’s weakness has given 
us a nice entry point. We are moving cautiously based on the 
belief that a meaningful recovery in stocks will not occur until 
investor confidence returns to the banking sector and the 
outlook for the U.S. economy improves.

n	 The decline in international markets during the quarter shows 
that the health of the U.S. economy remains an important factor 
in determining global stock prices. However, the economic 
outlook for international markets remains solid, particularly in 
emerging markets. Consequently, we continue to expect positive 
returns from this asset class, albeit at more modest levels than in  
recent years. 

n	 The short-term, high-quality nature of our fixed income 
investments have done well in the face of ongoing concerns over 
deteriorating credit quality and rising inflation. 

n	 While our move out of commercial real estate last year proved 
timely, our intent is to reallocate to this important asset class, 
but at prices below current levels. We will be monitoring this 
situation closely in the months ahead.

In closing, the last six months reminds us that the most 
challenging aspect of investing is often emotional, not financial. 
It is easy to lose sight of your long-term objectives when 
everyone around you is worried about what the next trading 
session might bring. The silver lining to this myopia is that it can 
create some excellent opportunities for investors who manage to 
stay focused on the long term. We look toward the balance of 
2008 with this thought in mind.
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Market Indices

Domestic Equities	 1Q   
	 S&P 500 	 (9.4)
	 S&P Midcap	 (8.8)
	 S&P Smallcap	 (7.5)

International Equities
	 Developed Markets	 (8.9)
	 Emerging Markets	 (11.3)

Fixed Income	
	 Lehman US Aggregate	 2.2
	 Lehman Global Aggregate	 1.9

Real Estate
	 Dow Jones Wilshire REIT	 2.2



Millions of Americans are affected by identity 
theft every year. The idea that your identity 
could be stolen is enough to create a few 
sleepless nights. Fortunately, last November, 

help arrived when the three major credit reporting agencies, Experian, 
Equifax and TransUnion, adopted measures that allow you the option to 
“freeze” your credit files with them.

A security freeze is a great tool for preventing the most costly and difficult-
to-detect form of identity theft – false new accounts opened in your name. 
New account fraud occurs when a thief uses a victim’s personal information 
to open accounts for credit or services in the victim’s name. The bills of 
course, go elsewhere, so that victims don’t learn about the new account 
until they review their credit reports or when contacted by debt collectors.

Most creditors will not open an account until they review a consumer’s 
credit report. The security freeze is effective because it stops potential 
creditors from seeing a consumer’s credit report unless the consumer 
decides to “unlock” his or her file with a PIN.

There are a few hoops you must jump through to initiate a freeze, as well 
as to temporarily remove it. The cost to an individual is $10 per reporting 
agency, or $30 for all three. Each of the three agencies requires its own 
paperwork to initiate a security freeze. 

If a security freeze does not work for you (due to job changes or applying 
for new credit or loans), you should consider a credit monitoring service. 
This typically costs approximately $10 per month ($20 per couple). This is 
more expensive and not as effective in protecting you from identity theft, 
but it is a nice alternative in the event a freeze is too cumbersome.

Our office can assist you with the paperwork if you are interested in setting 
up the security freeze. Please call us with any comments or questions.

Security Freeze

Financial Consulting
Financial consulting is the ongoing management of an 
individual’s financial resources. All financial decisions 
should be made in the context of a comprehensive plan that 
is consistent with an individual’s resources, needs and goals. 
As the quarterback of the financial planning process, we act 
as a facilitator to help individuals explore options, evaluate 
the advantages and disadvantages, and make an informed 
decision that is fully integrated with their plan. In addition, 
our core principles include:

n	 Take a coordinated approach to all areas of  
financial management

n	 Recognize no one product, plan or method is always best

n	 Evaluate all pertinent information and allow that 
information to help shape the plan

n	 Adapt the financial plan to meet changing needs  
and goals

Gather Client Data, Including Goals 
n	 Complete a data survey 

n	 Mutually define the client’s goals, needs and priorities

n	 Establish realistic goals and quantify them in a manner 
consistent with an individual’s risk tolerance

n	 Construct personal financial statements (net worth report)

Analyze and Evaluate Client’s Financial Status 
n	 Review data gathered from the client

n	 Identify strengths and weaknesses with respect to 
achievement of stated goals

n	 Analyze estate plan, insurance coverage, cash flow and 
long-term projection

n	 Consider tactics and strategies available to achieve  
stated goals

Develop and Present Recommendations
n	 Identify appropriate techniques for achieving  

client objectives

n	 Evaluate alternative solutions

n	 Assist with understanding all aspects and decision making

n	 Present a timetable to implement recommendations

Implementation and Monitoring
n	 Coordinate internal and external resources to implement 

financial planning recommendations

n	 Monitor effectiveness, changes in circumstances and the 
current economic environment

n	 Re-examine an individual’s objectives, health status, 
income or other personal circumstances periodically

uncommon service to exceptional people

Millions of Americans are 
affected by identity theft every 
year... A security freeze is a great 
tool for preventing the most costly 
and difficult-to-detect form of 
identity theft – false new accounts 
opened in your name.

John Marino, CFP™, CPA n Managing Director



Chess Financial Corporation is an independent, non-product-based financial planning firm providing comprehensive wealth management. Please call Jake Crocker,  
Mike Dearden, John Marino or Carl Walter if you have an interest in learning more about us. The views expressed in this publication represent an assessment of market 
conditions at a specific point in time, are opinions only and should not be solely relied upon as investment advice regarding a particular investment or markets in general.  
Any tax advice in this communication was not intended or written to be used, and cannot be used, by any persons for the purpose of avoiding penalties that may be 
asserted by the Internal Revenue Service or other taxing authorities.

uncommon service to exceptional people

71,000 n Number of family foundations today, versus 
25,000 in 1984 (Foundation Center)

4 n Percentage of ultra-wealthy pessimistic about  
their 2008 investment returns (Journal of  
Financial Planning)

128 n Amount in billions of dollars that U.S. households 
lost in real estate equity in the third quarter of 2007 
(Federal Reserve)

1.00 n Fee percentage by registered investment advisers 
on assets under management in 2006, versus 0.98 
percent in 2005 (Rydex Advisor Benchmarking Survey)

36 n Percentage the dollar has declined since 2005 
against a basket of foreign currencies (Money)

30 n Percentage of S&P 500 earnings in 2007 expected 
to be paid out as dividends, a record low (Barron’s)

328,049 n Minimum number of dollars in adjusted gross 
income to rank among the top 1 percent of individual 
taxpayers in 2004 (preliminary data from IRS)

Very few health plans cover the cost 
associated with returning a sick or 
injured traveler back to the United States 
or to the hospital of his or her choice.

Did you  
know...?
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As more and more travelers venture to remote destinations, the odds 
of suffering a serious injury or illness far from world-class health care 
increase. While many private health insurance plans reimburse emergency 
medical expenses incurred overseas, and some cover “medical evacuation” 
(moving sick or injured travelers to the nearest adequate hospital), very 
few health plans cover the cost associated with returning a sick or injured 
traveler back to the United States or to the hospital of his or her choice.

Domestic air medical evacuation 
costs vary from $5,000 up to 
as much as $25,000 depending 
on the length of the flight 
and the extent of medical care 
required. International medical 

evacuation costs may exceed $100,000. Fortunately, there are a variety of 
companies that provide medical evacuation insurance coverage. The cost 
can range from several dollars a day to a few hundred dollars a year – a 
small price to pay for the peace of mind this coverage can provide.

Medical evacuation coverage is free with certain credit cards such as 
American Express Platinum, Centurion and Citigroup’s Chairman 
card; however, each card carries an annual fee of $400 - $500. Other 
companies offer coverage on a stand-alone basis, including MedjetAssist, 
Air Ambulance Card, Travel Guard (AIG), Medex Assistance and 
International SOS Assistance.

There are a few critical questions to ask when shopping for medical 
evacuation coverage. First, will the service provider transport you no 
matter how remote your location? Some service providers require a 
runway to accommodate an aircraft; other service providers will transport 
you from anywhere in the world.

Second, where will the service provider transport you? 
Some service providers will bring you to the nearest, most 
appropriate medical facility for your condition; other 
service providers will allow you to go to the hospital of 
your choice.

Other critical questions may include the following: What 
criteria must be met to permit a medical evacuation? If 
you are traveling alone, will the company fly someone 
in to be with you? How many family members, if any, 
can be transported with you if you are injured? Are there 
restrictions related to preexisting conditions or age? How 
many transports are allowed each year?

Travel insurance brokers such as Insuremytrip.com can 
help identify the best coverage to fit your needs, but it is 
ultimately up to each individual to determine his or her 
risk tolerance. 

Emergency Medical Evacuation Insurance –  
Not Your Traditional Travel Insurance

James R. Pruce, CPA n Manager – Financial Consulting

www.tripinsurancestore.com
www.accessamerica.com
www.travelguard.com
www.travelex-insurance.com
www.hthworldwide.com
www.travelinsured.com

www.globaltravelinsurance.com
www.travelsafe.com
www.medjet.com
www.airambulancecard.com
www.internationalsos.com

You may find the following web sites helpful:




