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Economists say the Great 
Recession ended in June 2009. Still, 
it hasn’t felt like it. Our economy is 
rough and the recovery we have 
experienced since June 2009 has 
been and will probably remain slow.  
 
Faced with this continuing 
economic uncertainty and market 
volatility, many Americans have 
been forced to reshuffle their 
priorities and reevaluate their future. 

In this report, we will discuss the     

6 most eminent lessons 

learned from this Great 

Recession.  

We will also uncover a plan of 
action for those individuals or 
families who have suffered through 
The Great Recession either with 
their business, investment portfolio 
or their faith in the leadership of our 
country. 

 

 

Special Report 

6 Lessons Learned from The Great Recession- 
A Special Report for Our Fellow Americans 

The 6 Lessons 

Let’s begin with a review of the 6 Lessons 
Learned from the Recession, and then 
we’ll take a deeper look at each 
individually: 

 
1. Always have a plan in place for the 
next market meltdown. 

 
2. We shouldn’t believe everything we 
think. 

 
3. A retirement plan shouldn’t blow 
bubbles. 

 
4. Integrity is everything. 

 
5. Does a buy and hold strategy really 
work? 

 

6. It’s not all about the money. 
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It was September 16, 2008. The events of 
this day, this first day, were what the 
Senate issuing Levin-Coburn Report 
called, “the result of high risk, complex 
financial products; undisclosed conflicts of 
interest; and the failure of regulators, the 
credit rating agencies, and the market itself 
to rein in the excesses of Wall Street.” On 
this day the world began to see a rapid 
domino effect of a number of bank failures 
and severe drops in financial markets not 
only nationwide, but worldwide. On 
October 11th, the head of the IMF 
(International Monetary Fund) warned that 
the global financial system was on the 
“brink of a systemic meltdown.”1. By the 
end of 2008, 15 banks in the United Sates 
had completely fallen, while numerous 
others were being salvaged only with the 
assistance of the U.S. government. 

If you are an investor, you will remember 
the rest of the story vividly: By March 5, 
2009, the Dow Jones Industrial Average 
(DJIA) had dropped 54% and closed at 
6594 from its all time high close of 14093 
just 17 months before. 2. It is arguable that 
no one could have or did predict the 
severity of the market crash, or that the 
March 5, 2009 close was the bottom. On 
April 29, 2011, the DJIA closed at 12810. 
2. This is over a 94% return in just 25 
months. 

 

 

 

 

In all fairness, any expert in any field can 
be wrong. Have you ever known a doctor 
to be wrong or a scientist? Sure you have, 
but that doesn’t mean that we should 
totally disregard their expertise. Likewise, 
economists are experts and most of the 
time they will know more than you or I or 
any everyday Joe. However, I want you to 
consider how an economist thinks. 

In reality, economists are essentially 
historians. They know what happened to 
cause a particular series of events, which 
impacted who and how. And if this same 
something happened once before with a 
similar pattern of preceding events, their 
job is to point it out. Someone once told 
me that an economist’s favorite words are, 
“It depends…” It is much like our industry 
in this regard. There is a disclosure we use 
all of the time, which you have probably 

read or heard once or twice, “past 

performance does not predict future 

results.” 

Another thing to note about economics as 
a science is that it is about numbers and 
doesn’t factor in human emotion. If all of 
us were rational all of the time, economics 
would prove a perfect science—but we all 
know we are not always rational. Witness 
the “tech bubble.” Remember the general 
belief in 1999 that tech stocks were going 
to go up forever? Was this rational? 
Absolutely not! Neither was the root cause 
of the credit crisis in 2008: bad choices 
were made and bad loans were made. 
Furthermore, enormous leverage was 

1. A Plan for The Next Market Meltdown 

So the conclusion to be made from this 
is that in most cases economic 
forecasting, financial forecasting, and 
especially weather forecasting…can be 

very, very wrong. 
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placed on these bad loans due to optimistic 
forecast that the system could never fail. 
Was this rational thinking? Absolutely 
not! So how could an economist possibly 
predict the future on the heels of these 
situations? 

The first lesson is in understanding that 
predictions of any kind can be very, very 
wrong and that you need to already have a 
plan in place for the next economic 
meltdown and the next recovery. 

So what constitutes a plan? In order to 
answer that question, two more need to be 
asked. 

 

 

 

 

 

J. Paul Getty, who was named the world’s 
richest man by the Guinness Book of 
World Records in 1966, asserted, “Buy 
when everyone else is selling and hold 
when everyone else is buying. This is not 
merely a catchy slogan. It is the very 
essence of successful investing.” 

Warren Buffett, allegedly the greatest 
investor of all time, said to, “Look at 
market fluctuations as your friend rather 
than your enemy. Profit from folly rather 
than participate in it.” 

We all recognize the wisdom behind 
buying low and selling high, but many 
investors don’t follow it. Why? I think it 
can be compared to why so many of us 

can’t lose weight. We all know what needs 
to be done… eat less and exercise more. 
So the reason we can’t is either because 
we don’t have a strategy to do it or 
because we don’t stick to the strategy. The 
same applies to why so many investors 
don’t buy low and sell high. It is either 
because they don’t have a strategy to do it 
or because they don’t stick to the strategy. 

Over the past decade our disciplines have 
taught us to be comfortable with our 
investment strategy. We stick to it like 
super glue. Again, we can’t time the 
market, so we systemize the portfolios of 
our clients to buy into the market all of the 
time—good markets and bad markets. If 
you are retired, you’re probably wondering 
how this is possible when you don’t have 
an income anymore to invest. Well, we 

create it. Then we proactively rebalance 

and sometimes reallocate to enable our 
clients to sell high. This answers that first 
question prior to creating a plan: “We 
know that you cannot time the market so, 

how do you buy low and sell high?” 

On to question number two: “How do 

you avoid buying high and selling 

low when you need income?” 

We know the history of the market cannot 
guarantee the future of the market; 
however, there have never been more than 
three or five years consecutively of a bear 
market. With this in mind we capture 
profits, often when we are getting ready to 
rebalance or reallocate, and set these 
profits in cash-like or principle protected 
instruments in the amount necessary for 
three to five years of income. This allows 
us to avoid selling low and take from 
principle during a down market. 

Number 1— We know that you cannot 

time the market. So, how do you buy 

low and sell high? 

 

Number 2— How do you avoid 

buying high and selling low when you 

need income during a bear market? 
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Remember the Titanic? Of course you 
don’t, but we’re all familiar the story of 
the Titanic: it was impossible for the ship 
to sink, yet it did. Although this statement 
seems like an outrageous thought almost a 
century later, consider some of the 
collective thoughts we have had regarding 
finance over the last two decades: 

• Put all your money in tech stocks! 
• I have worked with the company my 

entire life. They are a great 

company! Everyone should buy 

Enron! 
• How do you get to invest with 

Madoff? 
• When I retire, I will just sell my 

home or take a reverse mortgage 

out—it is worth so much now!  
• I just know that stock will come 

back. Let’s hold onto it. 
• The Dow is going to 3000, get your 

money out now! 

Just for the record, that last statement was 
rampant in March of 2009, right before we 
experienced one of the greatest bull 
markets of all time. Don’t some of these 
ideas sound crazy now? But don’t feel 
embarrassed if you shared in them – most 
people did and it sure didn’t seem crazy at 
the time. 

I want you to read them again and see if 
you can find a common theme besides 
“outrageous” or “crazy.” All of these real 
life statements were based on human 
emotion. 

We have all made investment mistakes 
similar to these. The funny thing is that we 
all vow to never repeat these mistakes, but 
over time develop a blurred sense of why 
we made them in the first place. 
Sometimes it’s out of ignorance, but 
certainly not the majority of the time. Do 
you ever stop and asked yourself… 

 

 

 

A 2009 study of investment behavior by 
DALBAR showed that over the 20-year 
period from January 1989 to December 
2008, the S&P 500 returned an average 
annual 8.4% but the average stock investor 
returned only 1.9% annually. The evidence 
appears to support the idea that emotional 
investing gets the best of the typical investor 
during periods of uncertainty.3. 

We were recently referred to what we 
believe to be one of the greatest coaching 
books a Financial Advisor could ever read, 
“Don’t Believe Everything You Think” by 
Steven Luckenbach with Tim Vandehey – 
and yes, this is where the title for this lesson 
came from. The first chapter in this book, 
“The Four Most Dangerous Words in 
Investing (And Everyone Says Them),” is a 
profound look into why we believe some of 
the “crazy” things we believe. 

 

2. We Shouldn’t Believe Everything We Think 

“Why did I think that way?” “Why 

did I feel that way?” “What made 

me make that decision?” 
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In summary, Luckenbach and Vandehey 

assert that what we think drives our 
decisions is not always in control. The proof 
is in our brain. Deep within is the amygdala, 
a 1-inch long section of the brain that 
performs a primary role in processing 
memory of emotional reactions. Most of our 
short-term emotional responses, including 
our fight or flight and defense responses, are 
innate and we have little to no control over 
them due to the dominance of the amygdala 
over the neocortex, which gives us the 
ability to plan for the future and consider 
possible outcomes. In a nutshell, when the 
amygdala is activated, it compromises our 
ability to think rationally. Have you ever 
almost been in a car wreck, but reacted 
quickly to save yourself? That was your 
amygdala. It is your amygdala’s job to 
confront an immediate threat. However, it 
cannot and does not consider the long term. 

So when it comes to investing, we don’t 
want our amygdala working. 
Unfortunately, we don’t control it – it tries 
to control us. When we see the market 
drop 1000 points in one day, our amygdale 

screams, “Get Out!” Had we obeyed 
signals from our amygdale during the 2010 
flash crash, the succeeding bull market 
would have passed right by. William 
Gross stated in his book, Everything 
You’ve Heard About Investing is Wrong!, 
“Markets invariably move to undervalued 
and overvalued extremes because human 
nature falls victim to greed and/or fear.” 

Behavioral finance is a relatively new field 
that studies why people tend to make 
irrational financial decisions that have led to 
assessments like these. The study offers 
several concepts that are recognized as 
human biases, such as overconfidence, 
expectancy bias, anchoring, herd mentality, 
overreaction and availability bias, gambler’s 
fallacy, confirmation and hindsight bias, 

recency bias, etc. I encourage any investor 
to read on the topic if for no other reason 
than to understand that is perfectly normal 
to have irrational thoughts. I didn’t say it 

was okay to act on them, but it is normal 
to have them. Luckenbach and Vandehey 
posited… 

The lesson here is to be conscious of your 
unconscious and understand that you have 
to have a game plan – systems and 
processes in place before you are in a 
position when your amygdala kicks in. 
Even then, for most people this is not 
enough because we have the physical 
ability to shut these systems and processes 
down. 

And yet another thought from “The Four 

Most Dangerous Words in Investing” – This 

time it’s different. Has that thought ever 
crossed your mind? I bet some people are 
even thinking it right now. The funny thing 
is that this, too, is your amygdala speaking. 
If you have or have had a financial advisor, 
you probably remember them telling you at 
one time or another that their advantage in 
overseeing your money is that they are 
unemotionally attached to it and can help 
you make wise decisions. The value of what 
we do as advisors is to help the families we 
work with avoid making amygdale-driven 
decisions that will hurt them in the long run. 

There is an old saying that “you can’t beat 

science.” But experience has taught us to 
rely upon our disciplines, systems and 
processes.

 “We are wired to pursue immediate 
comfort and avoid immediate pain. 

Only preparation, systems, and 

discipline can override the amygdala 
and make us do what is in our long-

term interest.” 
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Tiny or not, economic bubbles don’t make anything feel fine, especially not your retirement 
plan. The problem is that most bubbles are difficult to identify. Consequently, they are only 
recognized in retrospect. 

So, what is a bubble? Simply put it is, well, a bubble. Have you ever had a piece of chewing gum 
and blew a great big bubble, but couldn’t help the urge to keep blowing it bigger? And then the 

inevitable – it blew up, right?  It seems we can’t be satisfied with just a “great big bubble.” 
We have to make it bigger and bigger until we push it too far. Sadly, this is a great analogy for 
what happens in our economy and markets. This is why they are called economic bubbles or 
price bubbles. The underlying asset might be really great, but everyone wants more of it. And 
you know the rest of the story. 

Let’s take a trip back to the 1970’s after the United States came off of the gold standard. 
Commodity prices such as oil and gold went through the roof. These bubbles burst abruptly 
when the Federal Reserve was basically forced to raise interest rates in excess of 14% in order to 
put a halt on inflation. Take a look at gold prices since 1960 in the chart below4:

3. A Retirement Plan Shouldn’t Blow Bubbles 
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After the commodity bubble burst in the 
early 1980’s, what happened to gold? If 
you are looking at it from a nominal USD 
perspective, its price remained pretty 
consistent over the next 20 years, which 
might explain why so many investors are 
under the impression that this commodity 
is not very volatile. On the other hand, if 
you look at the inflation adjusted 
perspective, gold actually lost money over 
the next 20 years. In fact, if we look at this 
same line that reflects the price of gold in 
inflation adjusted dollars, the price still has 
not recovered from its all-time high in 
1980. 

Let’s fast forward thirteen years to 1993: 
The release of the Mosaic web browser 
was what many might refer to as the 
beginning of the Internet boom. The 
interest in and growth of technology over 
the next seven years was witnessed in 
every household, school, and business. We 
were also on the verge of the new 
millennium, which necessitated new 
technology. Tech companies were making 
heaps of money and everyone wanted a 
piece of it. The dot-com bubble burst in 
the year 2000, when the NASDAQ 
Composite index, which was then known 
as the ‘technology index,’ hit its still all-
time high at more than double its value 
from just a year before. 5. 

 

 

 

Wrong! In fact, we were already on the 
forefront of another bubble before the dot-
com bubble burst. According to the 

Economist magazine, “The worldwide 

rise in house prices is the biggest 

bubble in history.” The average selling 
price of a home in our great nation was 
$172,700 in March 1997. A mere decade 
later, the average selling price of a home 
in our great nation had increased by over 
90%! In March 2007, the average home 
sold for $329,400. For the non-
mathematicians out there, that is over a 9% 
increase a year. To put this in perspective, 
during the decade prior to March 1997, the 
average annual increase in home prices 
was approximately 4.5%.6 

By the end of 2010, more than 2.23 
percent of all households were in some 
stage of foreclosure. The worst part of the 
home mortgage bubble is that it was so 
wide spread that some experts believe it is 
still bursting, even after some areas have 
seen as much as a 60% decline in home 
prices since 2006 and 2007. 

So, why do we keep doing this to 

ourselves? 

In the last lesson, “We Shouldn’t Believe 
Everything We Think,” we talked about 
psychological investment behavior, greed 
and fear. Well…. 

Add to that, bubbles can be difficult to 
identify before they burst. They might 
have some price swings or volatility to 
throw us off. There might be what seems 
to be a reasonable explanation for the price 
increase. Very few investors will usually 
see it as a bubble forming for whatever 
reason. Are we repeating history with 
gold? What will happen to the bond 
market if interest rates begin to rise? 

We always like to relate bubbles – and 
bandwagons, for that matter – to being in a 

You think by now we would 

have learned our lesson, right? 
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canoe going downstream. It usually 
doesn’t take much effort to paddle 
downstream and feels pretty good. But 
what if you knew there was a 100 foot 
waterfall ahead, but didn’t know where? 
What would happen if you stayed in the 
canoe too long? Somewhere along the way 
you have to get out of the canoe. 

A retirement plan shouldn’t blow bubbles 
and there are plenty of bubble victims that 
will tell you this. Just talk to someone who 
heavily invested in tech stocks in 1999 
because all the experts on the radio were 
declaring them the greatest thing since 
slice bread. Or talk to someone who 
thought that purchasing an expensive 
home would be a way of saving for 
retirement. Regrettably, I don’t think there 
is a way that you can avoid bubbles 
altogether, but you can manage some of 
the risk. Here are three things you need to 
know. 

#1…Have a plan. In the first lesson, we 
discussed the importance of already 
having a plan in place for the next 
economic meltdown and the next recovery. 
Would a plan that is relying on one asset 
or investment type be a good example for 
this type of plan? David Bach referred to 
the dot.com boom in his book, Smart 
Women Finish Rich, and stated, “It 
reminded us there are no short-cuts.” We 
can’t time the market or always know 
which sector to be in. We have to have a 
plan and a well-diversified one if that. 

#2…Get a second opinion. We can tell 
you first-hand that financial advisors 
aren’t perfect. We might like to think we 
could be, but we aren’t. Don’t think for a 
moment we aren’t questioning the 
economy and the financial markets every 
day. The key is finding rational answers. 

There are over one trillion web pages. 
Now, think about how big one trillion 
is…. Think of how long it take to count to 
1. Not very long right? One trillion 
seconds is 32,000 years! That is a lot of 
information, both good and bad. So it is 
not irrational to question whether opinions 
are rational. We seek out experts in the 
fields in which we aren’t as experienced 
and others in our fields of expertise to get 
that second opinion. They aren’t always 
right either, but usually we can get a good 
idea of what the possible outcomes might 
be by expanding our perspective. This 
same principle should apply to everyone. 
There is too much information available to 
quickly filter what is rational and 
irrational. 

#3…Learn the Myths of Investing. Here 

are some truths… 
Know that nothing is too good or too big 
to fail. 
Understand that greed makes people do 
really dumb things. 
Likewise, fear makes people do really 
dumb things. 
Just because something has always worked 
doesn’t mean it always will. 
Vice versus, just because something 
doesn’t work doesn’t mean it always 
won’t. 
You should never put all your eggs in one 
basket. 
Understand the risk you are taking. Every 
investment is very different.

Food for thought: “The areas of 
consensus shift unbelievable fast; the 
bubbles of certainty are constantly 
exploding.”—Rem Koolhaas 
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There is a major issue today that has 
left a large number of Americans 
speechless and motionless: The issue 
of integrity. 

2008 and 2009 were treacherous. It 
was bad enough that we witnessed the 
development of   “The Great 
Recession,” but it was then 
compounded by the fact that we 
didn’t know where to turn for 
authority or leadership. There was 
betrayal on every corner.  Banks were 
forced to close their doors. Our 
government’s involvement in the 
collapse of the financial system was 
questionable. And then there was the 
$50 billion Bernie Madoff Ponzi 
Scheme. All of a sudden we were 

dropped in the middle of the Sahara 

desert and integrity, like water, 
began to appear as elusive as a distant 
mirage. 

Unfortunately, this distrust in our 
societal structure has led many 
individuals to question whether or not 
they really can put faith in someone 
else to help them plan financially.  

 

 

 

 

There are some folks who can 
successfully go it alone when it comes 
to managing their money. Then there 
are some who choose to go it alone 
even when we know we are amateurs.  

It is as if their care is stalled on the 
side of the road and pouring smoke, 
and they say, “I don’t know much 
about this, but I think I can figure it 
out.” Malcom Gladwell wrote a 
fascinating study called “Outliers: 

The Story of Success.” In his book he 
discusses what it takes to achieve 
success in life.  

He declares that it takes 10,000 hours 
of practice to attain true expertise. I 
don’t know too many people that 
could find 10,000 hours in their 
schedule to focus on preparing to plan 
for their future and managing their 
money. 

 

4. Integrity Is Everything 

“Achievement,” he states, “is 

both talent and preparation, 

yet preparation seems to play 

the bigger role.” 
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For some it sounds crazy to pay someone 
1% of your annual assets just to manage 
them and this is why they go the “Do It 
Yourself” route. But this move can incur 
even more risk and ultimately become  

more costly to your financial future. The 
weights are then measuring price and 
value.  

The following are the 5 greatest risks 

of the “Do It Yourself” system: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. It is human nature to not make a move until we know all the facts, but time is in 

short supply for most people. This results in procrastination, causing all sorts 
of money problems or missed opportunities and unrealized potential. 

2. John Ruskin, writer of many personal explorations of cultural, social and moral 

issues, stated “In general, pride is at the bottom of all great mistakes.”As 
we get older, life becomes more complicated, there is more money, and more 
options exist. It is not necessarily what you know that will hurt you or even what 
you don’t know. It is what you don’t know that you don’t know that you should 
know that will. 

3. 2008 and 2009 were financially and emotionally treacherous. Did you stay 
disciplined about your financial strategies? Or did you get nervous and make 
sudden changes to your plan or portfolio? Who is helping you stay on course that 
is unemotionally attached to your situation? 

4. Seminars, books, magazines and research are abundant -free advice is available 
everywhere. However, the source of free advice is often difficult to determine and 
you might be wise to take it with a grain of salt or else you’ll only think that 1% 
fee to an advisor is expensive. I challenge you to pick a topic like “emerging 
markets” and Google it. Read every article or white paper that comes up on the 
first page of search results. Odds are you’ll get at least two opinions, if not three 

or four. How do you know which one to follow? How do you take the 
advice from one professional and some from another, and then apply it without 
creating gaps or overlap in your entire plan? There is a huge amount of risk found 
in not having someone who can see the entire picture and help you identify these 
areas. Even advisors should obtain outside advice on their life and financial plans. 

5. Who will oversee the planning and money management for your spouse if you 
were to become incapacitated or die? You might have an answer, such as your 
spouse or your children, but have you asked them about it? Do they feel 

comfortable assuming on this responsibility? Do they have the 10,000 hours of 

experience to do it justice? 
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No, we are not suggesting that you ignore 
responsibility for your personal finance. 
You need to educate yourself and be 
informed. However, it would be extremely 
difficult to do the job alone.  

Why else would Endowment Funds 

like Yale, Harvard and Princeton 

spend millions every year for 

financial advice? 

The problem is how do you detect 
integrity in order to choose who you 
should work with? John Wooden wrote in 
his book, Wooden On Leadership, “A 
person who values winning above 
anything will do anything to win.” Our  

firm is put in this position every day of 
trying to avoid the Madoff’s of the world. 
2008 and 2009 reminded us that it is better 
to have a bad investment with good people 
than to have any investment with bad 
people. 

So if you’re having difficulty even trusting 
your own government, how do you find 
someone to help you discover the answers 
best for your unique situation and not best 
for their own paycheck? It may not be too 
far removed from our own process – first, 
we look at the technical details of a 
company and then the intricate aspects. 
Following are some general points to 
pursue: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Technical Investigation 

• What experience does the advisor have? What qualifications does the advisor 
have or other formal training? How long have they been in business? 

• Has the advisor ever been publicly disciplined for any unlawful or unethical 
actions in his/her professional career? Check out the advisor 
at.http://www.finra.org/Investors/ToolsCalculators/BrokerCheck/index.htm. You 
can confirm a firm’s registration as an RIA by visiting the SEC’s Investment 
Adviser Public Disclosure Web site at www.adviserinfo.sec.gov. And if your 
dealing with a registered investment adviser, ask to see his or her Form ADV 
Part II, a disclosure brochure that outlines the adviser’s background and business 
operations, including fees.  What are you looking for? “A discriminating person 
wouldn’t just look at the fact the adviser had a complaint,” says George Brunelle, 
a New York securities lawyer. He suggests looking for complaints related to 
customer disputes, fraud or excessive buying and selling of securities, called 
churning. Investors should zero in on disputes that led to a substantial arbitration 
award. On the other hand, some technical infractions — such as failure to 
comply with continuing-education requirements on time are more common and 

may be permissible. Either way, there are lots of advisers out there, so “it is best 

to comparison-shop,” Mr. Brunelle says. 
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• Could anyone else besides you 
benefit from the advisors 
recommendations (conflicts of 
interest)? 

• Protect yourself from the 

Madoffs of the world. Find out 
whether or not the advisor works 
with other professionals or under a 
broker/dealer and/or advisory firm. 
There should be a financial clearing 
firm or custodian that your checks 
will go through. You may want to 
meet everyone you will be working 
with. Acquire a list of names and 
check on their backgrounds. If the 
advisor is not working with anyone, 
question their own background and 
nature of the underlying businesses. 

• Are the services and products the 
advisor offers well diversified?  In 
other words, it is important to work 

with someone who thinks outside 

the box and is not focused in only 

one area, such as annuities or 
commodities. Can the advisor offer 
alternative investments that are not 
correlated with the market? What 
about mutual funds, exchange 
traded funds, annuities, structured 
notes, bonds, stocks, non-traded 
real estate investment trusts, 
commodities, etc? 

• What is the advisors approach to 
financial planning? Does the firm 

have an investment process in 
place to buy low and sell high? Is 
there a 3 to 5 year plan in place to 
protect your need for income and 
not take money out of a down 
market? What are his/her 
disciplines? How often can you 
expect to meet with him/her or hear 
from him/her? 

• How much does the advisor charge and how does the advisor make money? 
Taking an advisor’s source of income under consideration may help you decide 
whether or not to follow their recommendations without acquiring a second 
opinion. There are essentially 3 types of income for an advisor:  

o The first is a planning fee. This can either be based on an hourly rate, flat 
rate, or a percentage of your assets and/or income. This fee is charged for 
the amount of work done to develop financial planning recommendations. 

o The second is a commission. Commissions are usually paid by a third 
party from products sold to you. This is usually an upfront percentage of 
the amount you invest in a product on their recommendation. 

o The last is a management fee. This type of fee is usually a fixed 
percentage of assets you have under management with the advisor 
charged on a quarterly, bi-annual or annual basis. This type of fee puts the 
advisor on your team. If you make money, your assets under management 
will increase and the advisor’s fee will increase accordingly. For example 
an advisor charges you 1% annually to manage your money. If your 
original investment is $100,000, the advisor will make $1,000. If your 
investment grows to $150,000, the advisor will make $1,500. On the other 
hand, if your investment incurs a loss of $50,000, the advisor will only 
make $500. 
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Intricate Investigation 

• First and foremost, question their 

interest in you. Are they asking 
questions about your present 
situation, future and goals, family, 
and feelings about the current 
economic conditions and investing? 
Are the ideas he/she is providing 
relative to your life story? Are they 
listening to you or talking about 
them? 

• Question their ability to keep 

commitments and promises. Ask 
about the last 2 or 3 clients that left 
them and why? 

• Question their honesty. David 
Richman, co-author of Questions 
Great Financial Advisors Ask…and 

Investors Need to Know, gave these 
great questions to ask in a recent 
report on Financial Advice: 

 

 

 

 

 

 

The point of these questions is to get to the 
bottom of the advisor’s integrity. You are 
looking for very straight-forward, basic 
answers. There should be no glitter and 
glam. 

• Question their past. Everyone 
makes mistakes, so ask about a past 
mistake they have made and how 
they handled it. 

• Question their values. Ask them 
directly about their values and what 
they do to implement that culture 
throughout their entire team. 

• Question their relationships. Visit a 
function where you can meet the 
families they work with and the 
professional alliances they have. 

 

If I had been your client in 2008 and lost a lot of money, what 

would you be telling me now? 
I’m retired, and my portfolio has lost a lot of money. What can I do 

to get my savings back on track? 

What financial decisions will you make for me? …He shouldn’t 
make decisions for you. 

What words would your clients use to describe you?7. 

Food for Thought: 

 

 “Integrity isn’t something you can pick up at a weekend conference. Integrity isn’t 
something you can be taught for a specific job or situation. Integrity is gained 
slowly, taught by example and experience, in families, schools and religious 
congregations and communities where it flourishes.” —Anthony B. Robinson 
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Well…if you have been a buy and hold 
investor, your portfolio will probably 
answer this with a resounding “No!” 
Though after reading the many headlines 
of any major financial news during late 
2008, 2009 or 2010 you might think that 
this was “New” news. While researching 

this report, it was amazing how many 
recent headlines came up when we 
Googled “Buy and Hold.”  

So in good ole fashioned Dave 
Letterman style, here are the Top 10 
headlines declaring that ‘Buy and Hold’ 
doesn’t work: 

 

 

5. Does A Buy & Hold Strategy Really Work? 

#10… Why the Old “Buy-and-Hold” Strategy Doesn’t Work 9 

#9… Advisers Ditch ‘Buy and Hold’ For New Tactics 17 

#8… Buy and Hold: A Proven Failure as a Trading Strategy! 13 

#7… Why Buy-and-Hold Investing Can Never Work 14 

#6… The Buy-and-Hold Strategy Is Going, Going, Gone 15 

#5… Buy and Hold is Dead in the New Age of Investing 11 

#4… Buy and Hold is Dead 16 

#3… Buy and Hold is Dead? Read This 8 

#2… Five Reasons Why Buy-and-Hold is Dead 10 

Drum Role, please…And the #1 Headline is… Should We Finally Bury Buy and Hold? 
12 
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It’s evident that this has been a hot topic 
over the past couple of years in the finance 
industry, but the fact that ‘buy and 
hold’doesn’t work really isn’t “New” news. 
That isn’t to say that if you buy a stock and 
hold onto it that it can’t make money in a 
given period of time, or that it can’t make 
money if you hold onto it for decades.     

But we don’t believe it should be 

your primary strategy. The course of 
the market over the last decade was not the 
only time in history when ‘buy and hold’ 
didn’t work. Consider the similarities in the 
two charts of the 
S&P 500 below11: 

 

The chart on the left reflects the past decade. The chart on the right extends over a slightly longer 
period of time from 1963 up to 1974. Assuming you could buy directly into the S&P 500 index, 
take a close look at the chart on the right and answer a few questions: 

Q: If you bought into the S&P 500 in 1963 and held the stock until late 1974, would you have 
made money? 
A: No. A ‘buy and hold’ strategy during this time did not work, much like 2001 to 2011. 

Q: If you bought into the S&P 500 in 1963, was there opportunity to sell and make money before 
1975? If so, how many times? 
A: Yes. There were numerous opportunities when money could be made by selling a stock 
during that timeframe. 

Q: Were there other times you could have bought into the S&P 500 between 1963 and 1975 and 
sold to make a profit? If so, how many times? 
A: Yes. There were countless opportunities. 
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Did you know that the ‘buy and hold’ 
strategy became popular in the late 
1970’s and gained most of its 
momentum only through the largest 
bull market in history? ‘Buy and 
Hold’ was the primary strategy for 
almost every average investor. It 
seemed simple, but realistic. By 
definition, the strategy wasn’t 
developed to outperform the market – 
more of a method for every investor 
to earn their share of profits in the 
market. Maybe you remember some 
of the mottos of ‘buy and hold:’ “Stay 
the Course,” “It’s Not Timing the 
Market But Time In the Market That 
Matters.” The idea wasn’t viewed 
with skepticism because appeared too 
reasonable. 

Unfortunately, those of us who were 
‘Buy and Hold’ investors over the 
past decade – like those in the 1960’s 
and early 70’s – now have a lot of 
room for skepticism. Going back to 
the first question asked about the S&P 
500 chart, you wouldn’t have made 
any money with a ‘buy and hold’ 
strategy in either scenario! 

There is a paradox in all of this. The 
‘Buy and Hold’ strategy is 
straightforward, disciplined, practical, 

and long-term, which should be a 
motto for any investor. But market 
tracking has proven that it simply 
doesn’t work all the time. 

Go back to the charts and test the 
wisdom of Warren Buffet, allegedly 

the greatest investor of all time.  I 

dare you. If you bought when 
others were fearful and sold when 
others were greedy, would you have 
made money? Remember how many 
opportunities existed to buy and later 
sell at a profit during the 12 years 
between 1963 and 1974? Countless, 
right? 

So the question is, how do you put it 
all together?  

 

 

 

The answer is having a practical, 
long-term process that is 
systematically designed to help you 
buy low and sell high.  

The real question is, Do you have 

one? 

 

How do you buy low and sell 
high when you can’t time the 
market, yet remain practical 
and “in it” for the long-term? 
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Mikey Mantle reportedly said, “If I had 

known I was going to live this long, I would 
have taken better care of myself.” We might 
get a chuckle from Mr. Mantle’s statement; 
but take a minute to really think about what 
he meant. 

In his book, “Success is Not an Accident”, 
Tommy Newberry researched the mediocrity 
of Americans. Here is what he came up 
with: 

• Currently, 49 percent of marriages end 
in divorce. 

• More than 80 percent of people working 
today would rather be in another line of 
work. 

• More than 50 percent of Americans are 
overweight. 

• One out of three Americans will get 
cancer, and two out of five will suffer 
from heart disease. 

• More than 60 percent of Americans – 
who live in the richest, most abundant 
civilization in history – will retire with 
little or no savings and will become 
dependent on so-called entitlements for 
survival. 

Newberry goes on to explain that mediocrity 
is not a plan; it is simply the result of no 
plan at all. The last lesson of this special 
report is to have a Life Plan. This plan will 
often involve money, but it shouldn’t be 
about money. Money is a mere tool to keep 
the plan going. So let’s start creating one. 

The Great Recession stunk… and the 
alleged recovery even had a smell. Our 

national savings rate was negative. Jobs are 
scarce and we don’t have the skills for the 
ones that are there, or our family dynamics 
are hindering our mobility to them. Homes 
continue to be lost every day. But, you 
already know all of this – you are living in 
the middle of it. The irony is that when 
things get bad, real bad, we start to 
recognize what is important and a dollar 
sign rarely comes to mind. 

 

 

 

 

 

 

 

 

Write these things down and be as detailed 

as possible. This is your new plan. The 
question is how do you get there? 

6. It’s Not All About the Money 

Action #1…Take some of Stephen 
Covey’s advice and “Begin with the 

end in mind.” 

 

If this were your last day on earth… 
Where would you want to be? 
Who would you want to be with? 
What would you want to be doing? 
What about spiritually? mentally? 

physically? 

If you were facing your last week….? 
your last month…? Year…? 10 

years…? 



[Special Report: 6 Lessons Learned from The Great Recession] 

 

Action #2…Where are you now? There is 
a adage we frequently use with our team: 
“Progress starts by telling the truth.” The 
first person you need to tell the truth to is 
yourself. Take responsibility for where you 
are and who you are in your life today. Like 
anything else in life, we cannot get to where 
we want to go unless we know where we 
are. Take some time alone to tell yourself 
the truth. Write it down. 

Action #3…Get a pro to help you work 
through the obstacles. Have you ever 
wondered why golfers, even the ones as 
good as Tiger Woods, hire golf pros to help 
them? You would think someone as 
accomplished as Tiger could figure out what 
he is doing wrong and fix it on his own, 
right? The reality is that Tiger can’t see his 
own swing. He needs someone to see it for 
him, who can tell him what his obstacles 
are. We are no different. We can’t see our 
own “Life Swing” or the obstacles that are 
there. 

Action #4…Use your strengths. John 
Kotter stated, “Most people don’t lead their 
own lives—they accept their lives.” Lead 
yours! What are your core values?  During 
the recession we sat down to write “The 
KFS Culture,” which is a statement of our 
core values as opposed to a mission 
statement of our broad objectives. So, what 
about your core values? Have you actually 
crystallized them in your thinking or written 
them down? Have you shared them with the 
people in your life? Allow these strengths to 
help you overcome obstacles and your plan 
will catapult to a whole new level. 

Action #5…Don’t wait! We would like to 
share with you the following by Dale 
Witherington entitled The Lifebuilder’s 
Creed: 

 

Our tagline is and has been, “Helping 

people live Life on purpose.” At 
the end of 2010 we wrote an article for all of 
the families we work with and asked the 
question, “What does it mean to live life on 
purpose?” It’s more than just a catchy 
phrase dating back fifteen years.  If you 
haven’t taken time to think about what is 
important to you, maybe you should. 

Today is the most important day of my life. 
Yesterday with its successes and victories, 
struggles and failures is gone forever. 

The past is past. 
Done. 

Finished. 
I cannot relive it. I cannot go back and change it. 
But I will learn from it and improve my Today. 

Today. This moment. NOW. 
It is God’s gift to me and it is all that I have. 

Tomorrow with all its joys and sorrows, triumphs 
and troubles isn’t here yet. 

Indeed, tomorrow may never come. 
Therefore, I will not worry about tomorrow. 

Today is what God has entrusted to me. 
It is all that I have. I will do my best in it. 
I will demonstrated the best of me in it— 
my character, giftedness, and abilities— 

to my family and friends, clients and associates. 
I will identify those things that are most 

important to do Today, 
and those things I will do until they are done. 
And when this day is done I will look back with 
satisfaction at that which I have accomplished. 

Then, and only then, will I plan my tomorrow, 
Looking to improve upon Today, with God’s 

help. 

Then I shall go to sleep in peace…content. 
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It’s not always about having all of the answers. It’s about having the right questions that need to 
be asked. Here are some questions you need to ask? 

� Are you planning with the end in mind? 
� Do you know where you are today in regard to your future goals? 
� Who can you trust to help you through financial obstacles unemotionally? 
� Are you prepared for the next economic meltdown? 
� What are your disciplines to keep you on track when times get tough? 
� How will you continue to expand your financial perspective? What do you not know that 

you don’t know that could hurt you? 
� Have you had a second opinion? 
� Do you have a system to buy low and sell high in the financial markets? 
� Will you avoid selling low when you need income during a bear market? 
� Who is your full-time expert? 
� Who will be your family’s full-time expert if something happens to you? 
� What myths do you need to be aware of? 
� Could procrastination hurt you or your family? 

For More Q&A 
For more in-depth questions about your unique situation, contact us about the 8 Life Planning 
Issues; A Devil’s Advocate Conversation. To schedule this powerful conversation, please call 
(254) 629-3863 or email us at LifePlanning@kennedy-financial.com. 

We look forward to helping you build confidence in your financial future and Live Life on 

Puporse! 
 

Who We Are 
For over 20 years, we have had the privilege of helping individuals and families manage, protect 
and build on their wealth. 
After a thorough evaluation of needs, values, goals and risk factors, we develop a plan that helps 
our clients manage and protect the assets they have worked so hard to acquire. Through Life 
Planning, a strategic plan is created to anticipate and possibly avoid pitfalls and is specifically 
tailored to address the serious issues of life.  

How can we help you?  

Kennedy Financial Services 
Jim Kennedy, Aaron Kennedy, and Angela Robinson  

Where Does This Leave Me? 
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