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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 during 2000–2006, which included the
bear market of 2001 and the recovery that followed.
The value of the investment dropped to $57,537 by
September 2002 (trough date). If an investor remained
invested in the market over the next three years,
however, the ending value would be $91,488. If an
investor exited the market at the bottom to invest in
cash for a year and then re-entered, the ending value
would be $74,403. An all-cash investment would have
yielded only $60,252. Even though the continuous
stock-market investment did not recover its initial
value after three years, it still 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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Chambers Financial Group is a
comprehensive financial services
firm that was founded in 1984
with the goal of assisting our
clientele with a holistic financial
view in mind. We integrate many
of the financial areas in your life,
including investment planning,
portfolio management, retirement
planning, estate and tax planning.
We are an independent family
practice dedicated to providing
objective, responsible financial

planning assistance to a broad
range of clients. Our objective is
to help our clients live the life
they wish to, both now and in the
future. Our clients’ success is our
success.
We believe in building long-term
relationships with our clients. We
believe in the value of building
trust and confidence with long
range plans to achieve your
financial goals. We give unbiased,
honest advice and believe

patience along with discipline is
crucial in the achievement of
defined investment goals.
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Income Gap
The recent low interest rate environment has resulted
in lower income from short-term fixed income
investments. Relying on yields alone may not generate
the cash flow needed to meet your income
requirements in retirement. If you are looking to
generate more income, consider adding dividendpaying stocks to your retirement portfolio.
Dividend stocks may provide income through
dividend payments as well as the potential to benefit
from stock price appreciation. Further, these dividend
payments may soften losses during turbulent markets,
particularly when investors incur negative returns. This
means that when dividends are paid out, they act as a
cushion and are positive whether stock returns are
positive or negative.
The image compares the annual income return for the
S&P 500, Dividend Composite and Dividend Leaders
index over the past 10 years. As seen in the image,
dividend-paying stocks produced higher income
returns relative to the S&P 500 over this time period.
The 10-year average income return for the S&P 500
was 2.1%, compared with the Dividend Composite
and Dividend Leaders indexes, which returned 3.2%
and 4.5%, respectively.
Stocks that pay dividends may serve as an income
source while also providing investors with exposure to
the growth potential of the stock market. Consult your
financial advisor to learn more about adding dividendpaying investments to your portfolio.
Past performance is no guarantee of future results.
Dividends are not guaranteed. Diversification does not
eliminate the risk of experiencing investment losses.
This is for illustrative purposes only and not indicative
of any investment. An investment cannot be made
directly in an index. Government bonds are
guaranteed by the full faith and credit of the United
States government as to the timely payment of
principal and interest, while stocks are not guaranteed
and have been more volatile than the other asset
classes. Income return and total return are represented
by the compound annual return over the time period
analyzed.
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The Morningstar Dividend Composite Index captures
the performance of all stocks in the U.S. Market Index
that have a consistent record of dividend payment and
have the ability to sustain their dividend payment.
Stocks in the index are weighted in proportion to the
total pool of dividends available to investors. The
Morningstar Dividend Leaders Index captures the
performance of the 100 highest yielding stocks that
have a consistent record of dividend payment and have
the ability to sustain their dividend payments. Stocks
in the index are weighted in proportion to the total
pool of dividends available to investors.
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Investing with a Long-Term Focus
It’s easy to follow a long-term investment strategy in
good times; the hard part is sticking with it during bad
times. What should you do if you are a long-term
investor sitting in the midst of a bear market? If you
are holding a well-diversified portfolio, the answer is
rather straightforward: stay the course.
Volatile markets can cause investors to abandon their
long-term goals for risky short-term investment
strategies. Volatility can range from a single-day
market crash to extended periods of jagged
performance. The market has undergone cycles with
high and low annual returns from 38% (1995) to -37%
(2008) over the past 50 years. It can be tough to stay
the course in the face of such fluctuations.
The graph illustrates annual stock market performance
since 1963. The bull market from 1991 to 1999 lasted
the longest, with an average annual return of 21%. In
contrast, a majority of the downturns shown in the
image have lasted for shorter periods of time. Despite
the ups and downs over the years, the stock market
generated a compound annual return of 9.8% over this
historical time period.
It goes without saying that the market will head south
at times, but history shows that despite this, the
market’s long-term trend is upward. Consequently, the
sooner an individual implements an investment plan,
the better. By contributing early and as often as
possible to such a plan, an investor's money
compounds over time. Compounding is the ability of
an asset to generate earnings from previous earnings,
which serves to accelerate the growth of your assets as
time moves on.
A disciplined investment approach is still the best
strategy for handling market downturns. This includes
maintaining a well-diversified portfolio and using
dollar-cost averaging, instead of lump-sum purchases,
to ease into new investments. Dollar-cost averaging
involves the purchase of securities, usually mutual
funds, in fixed dollar amounts at regular intervals. This
strategy is maintained no matter what direction the
market is moving. Finally, staying focused on a longterm investment plan may enable you to participate in
recoveries.
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Overall, the stock market has exhibited positive
performance in the past, but be prepared for periods of
underperformance. The fact is no one can predict
market declines with any type of certainty. As a result,
a portfolio consisting of both stocks and bonds can
serve as a good strategy for short-term diversification.
On the contrary, investors who have a larger appetite
for risk may want to consider long-term investments
in stocks. With a disciplined approach to investing,
one may be able to take advantage of market rebounds
and may enjoy superior returns in the long run. Don’t
be sidelined by market expansions and contractions.
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Social Security for the Self-Employed
If you thought that running a successful business on
your own was hard enough already, think again. As a
self-employed individual, defined by the IRS as
someone who operates a trade, business or profession,
(either by yourself or as a partner), you are required to
pay self-employment tax as well as income tax. Selfemployment tax consists of Social Security and
Medicare taxes, similar to those withheld from the pay
of most wage earners. Failure to comply with IRS
regulations may result in your business operations
being jeopardized. The following are a few key facts to
keep in mind:
1. The Social Security tax rate for 2013 is 15.3% on
self-employment income up to $113,700. Should your
net earnings exceed $113,700, you continue to pay
only the Medicare portion of the Social Security tax,
which is 2.9%. Starting this year, the Medicare tax rate
for net earnings in excess of $200,000 ($250,000 for
joint filers) is increased to 3.8%.
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2. You need to have worked and paid Social Security
taxes for a certain length of time to get Social Security
benefits (no more than 10 years of work, which is
equivalent to 40 credits). In 2013, if your net earnings
are $4,640 or more, you earn the yearly maximum of
four credits. If your net earnings are less than $4,640,
you could still earn credit (depending on how you
report your earnings).
3. Certain income does not count for Social Security
and should not be included in figuring your net
earnings. These include dividends from shares of
stocks and interest on bonds, interest from loans,
rentals from real estate, and income received from
limited partnerships.
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.
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