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Advisor Corner

We hope you enjoy our
newsletter.  Please e-mail us any
topics you would like to see
covered in future newsletters.
We welcome your referrals and
feedback.  Please feel free to
share this newsletter with your
family and friends.

Horwitz & Associates offers
Securities through Western
International Securities, Inc. (B/D)
E.A. Horwitz LLC d/b/a Horwitz &
Associates and Western

International Securities, Inc. are
separate and unaffilated entities.

2013 Market Performance
01-01-2013 to 11-30-2013
DJIA ^DJI Up 22.76%
S&P 500 ^GSPC Up 26.62%
NASDAQ ^IXIC Up 34.46%
Russell 2000 ^RUT Up 34.62%

* Index performance does NOT
include any fees (Gross of fees)
Source: http//finance.yahoo.com

The Importance of Staying Invested

Investors who attempt to time the market run the risk
of missing periods of positive returns. The image
illustrates the value of a $100,000 investment in the
stock market from Jan. 2007 to Oct. 2013, which
included the global financial crisis and the recovery
that followed. The value of the investment dropped to
$54,381 by Feb. 2009 (the trough date). If an investor
remained invested in the stock market, the ending
value would be $143,550. If the same investor exited
the market at the bottom to invest in cash for a year
and then reinvest in the market, the ending value
would be $93,527. An all-cash investment would have
yielded only $54,558. The continuous stock-market
investment recovered its initial value over the next
three years, and provided a higher ending value than
the other two strategies. Investors are well advised to
stick with a long-term approach to investing.
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Financial First Steps After Having a
Baby

The arrival of a baby is an exciting event, but it also
brings additional financial challenges and decisions for
the whole family. Outlined below are four key
financial considerations to help new parents prepare
for many of life's unknowns.

Prepare for the Unexpected: Check your individual
health insurance policy for specific guidelines on
adding coverage for your newborn (most plans give
parents 30 days after the birth of the child). Missing
this deadline may require waiting until the next annual
enrollment period to add your baby to your plan.

Life insurance is an important aspect of your financial
plan and something that you may now want to
consider. You may also want to consider purchasing
umbrella liability insurance (particularly if hiring an in
-home caretaker for the baby), to provide additional
protection in case an accident occurs on your property
or if you are sued. On the other hand, skip insurance
that you don't need: Unless you depend on your
children for financial help, insuring young children is
usually unnecessary.

Kick-Start Your College Savings Plan: The most
compelling college-savings vehicles offer attractive tax
advantages. State-sponsored 529 plans have built-in
tax incentives, and the age-based all-in-one 529
options allow you to invest money in a portfolio that
gradually becomes more conservative as your child
nears college age. If the baby's grandparents or favorite
aunts and uncles would like to save on your child's
behalf, they too can make state tax-deductible
contributions into a 529 plan.

Don't Forget Basic Estate Planning: Another key step
is to designate a legal guardian for your child; a person
who understands and is comfortable with the
implications and responsibilities involved. You should
also consider drafting a will and living will. Many
assets can be transferred to a beneficiary at death, but
be aware that assigning minors as beneficiaries
presents several potential pitfalls. For example, minors
cannot legally own any assets. So if you want to name
a child under 18 as your beneficiary, he would need a
court-appointed guardian, which can be a costly
process. Instead of naming your children as direct

beneficiaries, consider creating a trust fund (after
death a trust doesn’t go through the probate process
like a will does).

Take Advantage of Tax Benefits: Start by applying for
your child's Social Security number right away for tax
purposes. All parents are eligible to claim each child
under 19 as a dependent on their tax returns, which
reduces taxable income by what is called the
dependent exemption ($3,900 in 2013). This
exemption also applies if your child is a full-time
student under the age of 24. Another potential tax
break for parents is the $1,000 annual child tax credit,
which applies to children under 17, provided your
income falls below certain thresholds. If you're paying
for child care, your workplace might also provide ways
for you to save on taxes. Through flexible spending
accounts (FSA), parents can put away up to $5,000 in
pre-tax dollars for child care (if their child is under the
age of 13) through an employer-sponsored program.
Parents may also qualify for the child-care tax credit as
long as both spouses are working and the child is
under 13. Unfortunately, you can't double up on the
FSA and the tax credit.

529 plans are tax-deferred college savings vehicles.
Any unqualified distribution of earnings will be subject
to ordinary income tax and subject to a 10% federal
penalty tax. Tax law is ever-changing and can be quite
complex. It is highly recommended that you consult
with a legal, tax, or financial professional with any
questions or concerns. An investor should consider the
investment objectives, risks, and charges and expenses
associated with municipal fund securities before
investing. More information about municipal fund
securities is available in the issuer's official statement,
and the official statement should be read carefully
before investing.
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Dispelling Myths about 529 Plans

Myth 1: You have to contribute to a 529 in your home
state. That statement is false with regard to 529
college-savings plans, in which money is invested in a
portfolio of securities on behalf of a beneficiary. Any
U.S. resident can contribute to a 529 college-savings
plan in any state. Contributing to a plan offered by
your home state might offer an added bonus in the
form of a state income tax deduction, but that
shouldn't be your sole consideration. If your state's
plan is poor (with high fees and poor investment
options, for example) looking at plans outside your
state might be worth forgoing the tax break.

Myth 2: You have to send your child to a school in the
state where his 529 plan is offered. Also false. A 529
college-savings plan is fully portable, meaning that
assets can be used for college expenses in any state and
at some institutions abroad regardless of which state's
plan holds the account.

Myth 3: You can only get a tax deduction if you
contribute to your state's plan. Usually true, but not
always. In fact, residents of Arizona, Kansas, Maine,
Missouri, and Pennsylvania get a state income tax
break on 529 contributions made to any state's plan.
Elsewhere the benefit is restricted to contributions to
in-state plans, with deduction limits varying from state
to state and some states offering tax credits.

Myth 4: If you save in a 529 account for your child, it
will hurt his financial aid prospects. Possibly, but not
as much as you might think. Yes, financial aid
calculations generally do take into consideration 529
assets, but money in a 529 account owned by the
parents or a dependent student counts far less than
assets owned by the student outside a 529. In fact, non
-529 student-owned assets carry more than 3 times
more weight in financial aid calculations than do assets
held in the parents' names. So no, 529 accounts aren't
completely impact-free when it comes to financial aid,
but the impact is relatively minor.

Myth 5: If your child doesn't go to college, you'll lose
the money. Unused 529 money does not have to go to
waste, or to the tax collector. It can be used to help pay
another family member's college costs simply by
changing beneficiaries or transferring funds to the

family member's existing 529 account. And the list of
potential recipients is rather long, including siblings,
first cousins, parents, grandchildren, aunts and uncles,
and even in-laws. If you do decide to cash out the
plan, you'll have to pay federal and state income taxes
on earnings, plus a 10% penalty (waived if the
beneficiary dies, becomes disabled, or gets a
scholarship).

Myth 6: All 529 plans are the same. This is a
potentially costly mistake some investors make. Like
many investment products, 529 plans may look similar
from the outside, but once you get under the hood
you'll find major differences that determine how
effective they can be at helping you meet your college-
savings goals. Fees, fund offerings, glide path (the rate
at which the asset allocation switches from equities to
fixed-income in age-based portfolios), and even ease of
use vary from plan to plan. Fees, in particular, can
have a corrosive effect on 529 assets, and can vary not
only from state to state but also within the same plan.

529 plans are tax-deferred college savings vehicles.
Any unqualified distribution of earnings will be subject
to ordinary income tax and subject to a 10% federal
penalty tax. Tax law is ever-changing and can be quite
complex. It is highly recommended that you consult
with a financial or tax professional with any tax-related
questions or concerns. An investor should consider the
investment objectives, risks, and charges and expenses
associated with municipal fund securities before
investing. More information about municipal fund
securities is available in the issuer's official statement,
and the official statement should be read carefully
before investing.



Investment Updates December 2013 4

Lighten the Load

Do mutual fund investors prefer to invest in funds
offering low expense ratios? The answer is yes.
Expense ratios are an important factor in choosing a
mutual fund, because they affect returns. It seems that
the market is taking matters into its own hands and
putting more assets in low-expense funds. As of
October 2013, the average expense ratio for domestic
funds was 1.14%. Investors pooled about 86% of net
assets in funds with expenses lower than the average,
leaving only a small portion to higher expense funds.

You would think that a majority of funds available to
investors would have fairly low expenses, but 54% of
funds have below-average expenses and 46% have
expenses equal to or above the average expense. With
more funds available and a variety of added investment
choices, investors have clearly chosen the low-cost
alternative.
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