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Advisor Corner

We hope you enjoy our
newsletter. Please e mail any
topics you would like us to cover
in a future newsletters, feel free
to contact us.  We welcome your
referrals.  Please share our
newsletter with your family &
friends.

We are now offering Securities
through Western International
Securities, Inc.  E.A. Horwitz, LLC
D/B/A Horwitz & Associates and

Western International Securities,
Inc. are separate and unaffilated
entities.

2013 Market Performance
01-01-13 to 7-31-13

DJIA ^DJI  Up 18.28%
S&P 500 ^GSPC Up 18.20%
NASDAQ ^IXIC  Up 20.10%
Russell 2000 ^ RUT Up 23.07%

* Index performance does NOT
include fees
Source: http://finance.yahoo.com

Know Your Risks

Risk is the chance that you won't be able to meet your
financial goals or that you'll have to recalibrate your
goals because your investment comes up short.
Investors face many forms of risk depending on the
kinds of investments they choose.

Market, industry, and company risk: General market
fluctuations can affect securities trading in that
market. Stocks tend to fluctuate more than other asset
classes, and may pose more risk over short periods of
time. Investors looking to time the market run the risk
of jumping into the market during the worst times,
and out of the market during the best times. Security
values can also decline from negative developments
within an industry or company.

Credit and interest-rate risk: Credit risk is the
possibility of a bond issuer not being able to make
timely payments of principal and interest. The value of

a bond may also decrease due to financial difficulties
or the declining creditworthiness of the issuer. Interest
-rate risk relates to how bonds tend to rise in value
when interest rates fall, and to fall in value when
interest rates rise. Typically, bonds with longer
maturity exhibit greater price volatility.

Inflation risk: Inflation is a rise in the general level of
prices for goods and services. If investments do not
keep up with inflation, an investor’s money will
purchase less in the future than it did in the past.

Liquidity risk: Some investments may not be widely
held by the public and may be difficult to sell if prices
drop dramatically.

Currency risk: Returns achieved by local investors are
often different from returns achieved by U.S. investors
because of foreign exchange rates, even though both
are investing in the same security.
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Three Popular ETF Questions
Answered

Although exchange-traded funds, commonly known as
ETFs, have existed for almost two decades, they’ve
only recently caught on with investors. The ETF
market has evolved, and investors now have hundreds
of ETFs from which to choose. Here are three
commonly asked questions to consider when adding
ETFs to a portfolio.

Q: What is the difference between the ETF market
price and net asset value (NAV), and why do ETFs
trade at a premium or discount?

A: An ETF’s NAV is the value of all the fund’s assets
divided by the total number of shares. This calculation
is done at the close of each trading day and can be
affected by changes in the market value of the
underlying securities. The market price is the price at
which the ETF is trading on the exchange, which can
be affected by supply and demand. During times when
demand for an ETF exceeds supply, the market price
of the ETF is higher than its NAV and the ETF is
said to trade at a premium; when supply exceeds
demand, the market price of the ETF is lower than its
NAV and the ETF is said to trade at a discount. ETFs
generally do not trade at persistent large premiums or
discounts.

 Q: What are the tax advantages of ETFs?

A: Taxable capital gains are realized when a fund buys
and sells securities at a profit, which is then passed on
to investors. When an ETF buys and sells (creates and
redeems) shares, it is usually done in-kind, which
means no cash is involved, as ETF shares are
exchanged for an equivalent basket of its underlying
securities instead. This helps the ETF to minimize
realizing and then passing taxable capital gains on to
investors.

Q: Is it a good idea to use ETFs in retirement
accounts?

A: Buying and selling ETFs incurs a brokerage fee,
along with other potential costs. If an investor makes
frequent contributions, brokerage fees can add up and
pose a significant drag on long-term performance.

Different plan providers will charge participants
differently. That said, several brokerage platforms
offer commission-free trades for certain families of
ETFs, so check with your plan provider.

Holding an exchange-traded fund does not ensure a
profitable outcome and all investing involves risk,
including the loss of the entire principal. Since each
ETF is different, investors should read the prospectus
and consider this information carefully before
investing. The prospectus can be obtained from your
financial professional or the ETF provider and
contains complete information, including investment
objectives, risks, charges and expenses. ETF risks
include, but are not limited to, market risk, market
trading risk, liquidity risk, imperfect benchmark
correlation, leverage, and any other risk associated
with the underlying securities. There is no guarantee
that any fund will achieve its investment objective. In
addition to ETF expenses, brokerage costs apply. Fees
are charged regardless of profitability and may result in
depletion of assets.

The market price of ETFs traded on the secondary
market is subject to the forces of supply and demand
and thus independent of the NAV. This can result in
the market price trading at a premium or discount to
the NAV which will affect an investor’s value. The
market prices of ETF’s can fluctuate as a result of
several factors, such as security-specific factors or
general investor sentiment. Therefore, investors should
be aware of the prospect of market fluctuations and
the impact it may have on the market price. ETF
trading may be halted due to market conditions,
impacting an investor’s ability to sell the ETF. Please
consult with a financial or tax professional for advice
specific to your situation.
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Required Minimum Distribution
(RMD) Tips and Traps

The tax-deferred compounding you get via an IRA or
a company retirement plan enables you to grow your
savings without having to fork over taxes on your
investment earnings year in and year out. However, at
some point, required minimum distributions, or
RMDs, will take effect. All retirees must begin taking
RMDs from their tax-deferred retirement plans by
April 1st of the year following the year in which they
turn age 70 1/2. They must then continue to take
distributions by December 31st of each year thereafter.
Roth IRAs aren't subject to RMDs. However, you
exert more control than you might think over the
timing of your RMDs, as well as over which accounts
you tap. Here are some tips for getting the most out of
your RMDs, as well as some traps to avoid.

Do

1. Even though you must calculate your RMD
amounts for each of your traditional IRAs, you can
draw your RMD from the investment that's most
advantageous for you. If you've assessed your asset
allocation and determined it's time to rebalance, take
your RMD from the IRAs that hold assets where you
need to lighten up.

2. Rather than taking your whole distribution at year-
end, consider spacing your distributions throughout
the calendar year to obtain a range of sale prices for
your longer-term assets.

3. Consider "bucketing" your IRA and retirement-
plan assets. That means dividing assets into cash or
cash-like accounts to help address RMD and other
income needs, intermediate-term assets (such as
bonds) that are next in line for distributions, and long-
term assets.

4. Put your distributions on autopilot to avoid the last-
minute rush to execute trades (or worse, to avoid
missing the deadline altogether). If you go the
autopilot route, be sure to maintain cash assets in your
accounts to avoid having your fund company or
brokerage firm sell a long-term asset that you would
have preferred to hold.

5. Coach elderly parents on taking their RMDs.

Don't

1. Miss the deadline. You'll owe a tax penalty equal to
50% of the distribution amount you should have taken
but didn't, as well as the taxes that are due on any
retirement-plan distribution.

2. Pay a tax penalty without stating your case first. The
IRS' website indicates that the penalty will be waived
if "the shortfall in distributions was due to reasonable
error and that reasonable steps are being taken to
remedy the shortfall." If you've missed a distribution
or didn't take as much of an RMD as you should have,
you'll need to fill out an IRS form. You'll also have to
submit a letter detailing why you had a shortfall in
your distribution and what you're doing to remedy it.

3. Spend your RMDs right away unless you've
analyzed your retirement plan's viability and
determined that you can afford to splurge.

4. Plow the proceeds into a Roth IRA without doing
your homework first. You need to have enough earned
income (generally, that means income from a job) to
cover the amount of your IRA contribution. For
example, if you want to contribute $6,000 to a Roth,
you'd need to have at least $6,000 in earned income to
do so. Unfortunately, income drawn from your
retirement accounts doesn't count. Note that you can't
make additional traditional IRA contributions after
age 70 1/2.

Funds in a traditional IRA grow tax-deferred and are
taxed at ordinary income tax rates when withdrawn.
Contributions to a Roth IRA are not tax-deductible,
but funds grow tax free, and can be withdrawn tax free
if assets are held for five years. A 10% federal tax
penalty may apply for withdrawals prior to age 59 1/2.
Please consult with a financial or tax professional for
advice specific to your situation.
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So, You’re Ready for Retirement…Or
Are You?

In the past, retirement planning used to involve two
planning stages: the accumulation of assets, and the
distribution of assets. Nowadays, there may be three
periods to consider: accumulation, transition, and
distribution. “Transition” can be defined as the period
between full employment and full retirement when a
person is working on a reduced or part-time basis.

What are some reasons to consider working a little
longer? Working gives many people a purpose and a
sense of self-worth—two benefits that can be more
valuable than money in some cases. Working just a
few extra years also prolongs the start of the
distribution period and enables you to accumulate
more savings. This becomes especially important when
you consider that life expectancies are rising and you
may need to fund a longer retirement than your
grandparents, or even parents, did. Continuing to
work in the transition years can also provide one
additional advantage—it might enable you to receive

medical benefits of higher quality than what you
would receive as a retiree from your job or from
Medicare. This strategy can go a long way in reducing
the impact on your portfolio of unforeseen medical
bills in early or mid retirement.

Caveat: While we have explored the positives of
continuing to work in the transition years, you also
need to consider the negatives. One negative is the
impact on Social Security benefits. If you decide to
start receiving Social Security benefits at age 62, you
will be penalized with a reduction in those benefits for
any income you receive from working until you reach
full retirement age. In addition, Social Security
benefits are taxed if you make more than a certain
amount each year from earned and investment sources.
It may be best to plan this out with your financial
advisor to make sure you maximize your benefits.
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E.A. Horwitz LLC as well as Morningstar.  While the information contained in this newsletter relies on sources believed to be reliable, accuracy cannot be guaranteed.  Unless otherwise noted, all
information and opinions are as of the date of transmittal, and are subject to change without notice.  This newsletter is intended for general informational purposes only and it does not discuss all
aspects that may apply to your situation.  Please consult with a qualified professional.  E.A Horwitz LLC is a registered investment advisor with the appropriate regulatory authorities.  For additional
details on the services that E.A Horwitz LLC offers, we encourage you to also review Parts 2A and 2B of our Form ADV, which is provided on request.  For details on the selection criteria used to
determine the recipients of the FIVE STAR Wealth Manager award, please visit our web site (www.HorwitzAdvisors.com).


