Consider Buying Instead Of Leasing A Nice Car

W

ondering whether to lease
or buy your next car? There
are a lot of variables to
factor into your decision—and not all
of them are strictly ﬁnancial
Why lease? The conventional
wisdom says leasing allows you to
drive the industry’s newest, hottest
cars. (BMW recently led the list of
the most requested vehicles at
LeaseCompare.com.) You can have
a new car for a lower monthly
payment, and you could save or
invest the difference. Moreover, if
you use the vehicle for work, writing
off a lease payment may be easier
than the calculations for a vehicle
you own. It’s noteworthy, too, that
car leases don’t appear on your record
as credit debt.
Basically, you rent the car for
the duration of the lease, and pay only
for depreciation. For example, if
you lease a $50,000 car that will
have an estimated resale value of
$35,000 after two years, you’re
responsible for the $15,000 difference
(the depreciation) along with ﬁnance
charges and fees.
Because leased vehicles tend to

be new or late model, you shouldn’t
face hefty repair bills. However,
most leases cover only the ﬁrst
12,000 to 15,000 miles per year; drive
farther, and for each additional mile
you’ll owe as much as 25 cents when
the lease ends. If you drive a lot—
say, 20,000 miles or more each year—
any beneﬁt of a lease’s lower
payments is likely to be outweighed
by mileage charges and you’re
probably better off buying. Breaking
the lease—that is, returning the car
early—comes at a great cost. And
when you turn in the car, you’ll be
assessed for any wear and tear that’s
out of the ordinary.
Why buy? Again according to the
conventional wisdom, the overarching
beneﬁt of buying is ﬁnancial. When a
lease expires, you have to turn in the
car or purchase it for its residual
value. If you buy at the outset (or
ﬁnance the purchase), the car’s yours,
and when interest rates are low, that’s
generally cheaper than leasing. And
it’s more ﬂexible—you can sell or
trade the vehicle whenever you want.
But what if your car seldom
makes it out of the garage? You have

a short commute to work, or to the
train station. Yet you like to drive, and
enjoy the thrill of piloting a high-end
sports or luxury model. You could
lease an expensive car, turn it in when
the lease expires, and replace it with
another leased vehicle, guaranteeing
you’ll always have a car payment.
Buying could make more sense. Once
any loan is paid off, no more
payments, and your lightly driven
favorite ought to last for years. And if
you sell or trade, you should get a
good price.
You may also want to consider
buying a car that’s just a year old or
two. Much of the depreciation in a
car’s value occurs in its ﬁrst year. So
buying an almost new car often makes
good ﬁnancial sense.
The bottom line? The lease
versus buy decision is as much a
lifestyle choice as a ﬁnancial one. You
can run the numbers for yourself by
using a calculator on the Web. For
more details, including ﬁnancial
calculators, visit: www.cars.com,
www.leaseguide.com, or
www.edmunds.com. Or call and ask
us for assistance. ●

Past Performance

positive return even during tough times?
Or is his style to stay fully invested? This
could affect your asset allocation and needs
to be anticipated.
● Other factors to consider include
the fund’s expense ratio, tax efﬁciency,
trading history, the team surrounding
the fund manager, and the fund
company’s reputation.
Past performance is a factor in the
selection process, but primarily as a tool
for evaluating the manager. Consistent
returns, for example, could indicate a
steady management style that does not
chase fads. Rather than considering
returns alone, it helps to compare the
fund’s track record with an appropriate
benchmark. How did the fund
performance stack up against an index of
large-company stocks, for instance?
Fund selection is also inﬂuenced by

economic factors or the prospects of a
particular sector. While market timing has
been shown by many studies as
ineffective, looking for investments that
are out of favor or asset classes that are
selling at prices below their historical
valuation could present opportunities.
The bottom line is that a fund’s
past performance doesn’t ensure returns
in the future. A manager’s track record,
consistency, methodology, and experience
must be considered, but these factors are
only part of the equation. Fund selection
depends on your personal needs, tax
situation, and other portfolio holdings.
Rather than just looking into a rear-viewmirror at past performance, the
investment outlook and your personal
factors will probably be more important in
selecting the funds right for you.

(Continued from page 1)
interviews with managers, exploring a
manager’s areas of specialization, track
record, and investment style is informative.
Some other factors we consider include:
● Whether the fund manager deviated
from the fund’s strategy—for example,
if it’s a government bond fund, does
the manager sometimes buy riskier highyield bonds or growth stocks to boost
returns? How much of the fund’s portfolio
was involved?
● How much money is ﬂowing into the
fund? Often, funds get popular after they’ve
been successful. But a ﬂood of new money
can overwhelm a manager and cause
performance to drag.
● How has the manager responded
when the fund’s investments are out of
favor? Has he managed to eke out a
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Always read a fund's prospectus before
investing.
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Past Performance Really Is
No Predictor of the Future

Personal Note
From Global
Wealth Advisors

he statement, “Past performance
does not guarantee future results,”
appears on all mutual fund
literature. Since we see it so often,
however, it is easy to ignore. Yet the
disclaimer is as pertinent
as ever. Simply picking
funds that have been on
top rarely leads to strong
additional gains.
As professional
investors, our ﬁrm sees
new clients who come
to us with some strange
notions about investing.
People can be naive or easily forget
lessons of the past. While not relying on
past performance seems like a pretty basic
caveat, remembering why rear-viewmirror investing is ﬂawed is important,
and understanding a professional approach
is likely to give you new insight into the
beneﬁts of working with us.
Failure To Repeat. Consider the
results of a January 2007 study by
Standard & Poor’s, analyzing mutual fund
performance during the ﬁve-year period
ended Dec. 31, 2006. It showed that good
performers one year often fail to repeat the
next year.
The study evaluated large-cap, midcap, and small-cap funds, measuring how
well each actively-managed fund
performed relative to others in its class. To
gauge performance, funds were grouped
into quartiles. A fund that outperformed
three out of four funds in its group would
rank in the top 25%, or quartile, while a
fund that lagged three out of four would be
in the bottom quartile.
Only 13% of large-cap funds ranked
in the top two quartiles of that class for
each of the ﬁve years. Just 10% of mid-

he articles in this issue of
Insights, as usual, present a
range of topics that appeal to
our clients and allied professionals. In
particular, the piece on past
performance supports our approach at
Global Wealth Advisors LLC. We
construct portfolios to achieve market
returns at reduced risk, using very lowcost funds and other securities.
The recent market volatility,
naturally, needs to be placed in
perspective. We engage in long-term
investment management, while
ensuring that your goals and objectives
are met, within the risk tolerance you
have communicated. As always, call on
us if your circumstances or objectives
have changed. Together we can
determine whether adjustments are
warranted in your investment mix.
The article on ﬁduciaries
highlights the distinction between us
and others who operate on a
commission basis for investment
planning and implementation. We
willingly accept the ﬁduciary
responsibility, not only due to our
status as Registered Investment
Advisors, but also because we embrace
the philosophy. The client’s interests
are paramount.
We hope you enjoy the balance
of the year. Thanks again for your
continued conﬁdence and new
client referrals.

T

cap funds and 10% of small-cap funds
ranked in the top two quartiles of that class
for each of the ﬁve years.
Researchers then raised the bar to see
how many funds ranked in the top quartile
every year for ﬁve
years. A mere 3% of
large-cap funds
pulled this off. Only
2.5% of mid-cap
funds and none of the
small-cap funds were
ranked in the top
quartile every year
in the ﬁve-year
period studied.
Of course, just because a particular
fund falls out of the top ranks occasionally
doesn’t make it a bad investment. But the
inability of the vast majority of funds to
stay on top underscores the difﬁculty of
choosing a fund based only on its record.
A fund that has done well may have
succeeded for a variety of reasons. Maybe
it had a great manager, or maybe it got
lucky because it happened to be operating
in a particularly hospitable environment.
In 1999, lots of technology funds had great
records. However, investors who jumped
into those funds soon wished they hadn’t,
after the tech-stock bubble burst. A fund’s
long-term record, though it can be helpful
in evaluating its future prospects, is only
one of numerous factors to consider when
selecting funds.
Selecting Funds. One way to
approach fund selection is to think of it as
hiring a new employee. The fund manager
you select will work for you, collecting a
fee in return for trying to build the value of
your investment. And while screening
funds is not the same as personal
(Continued on page 4)
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Charitable Giving Through Insurance

T

he need for life insurance, once
obvious as a way to protect
your family, may decrease as
your wealth expands. But rather than
simply letting an old policy lapse, you
could redirect the beneﬁts from your
heirs to a charity. Or you might want to
buy new life insurance to compensate
other beneﬁciaries for a
philanthropic gift that reduces
their inheritance. Here are
several potential strategies.
Changing beneﬁciaries.
This is the simplest way
to go, and it lets you call
the whole thing off if
you change your mind.
But merely making a charity the
beneﬁciary of an existing policy has
several limitations. You don’t get any
tax beneﬁt while you’re alive, and the
nonproﬁt you’re supporting also
doesn’t gain until your death.
Moreover, because you continue to
own the policy, the proceeds will be
part of your gross estate, though your
heirs will have an offsetting charitable
estate tax deduction.
Giving away existing insurance.
This can work whether you have a
term or whole-life policy, though the
pros and cons vary by type of
insurance. In either case, the basic
strategy is the same. You transfer
ownership of a policy to a charitable

organization, which can then name
itself as beneﬁciary. With term
insurance, this gift has little or no
current value, greatly limiting your
charitable deduction. But if you choose
to keep paying the premiums, you can
deduct the amount
you give
each
year,
and
assuming
the policy
remains in
force,
the charity gets
the death
beneﬁt. The
gift of a whole
life policy, in
contrast, will
earn you an
immediate
deduction
for the
policy’s
current cash
surrender
value, which
could be
substantial.
In addition, you could take
responsibility for future premium
payments, thus earning ongoing annual
deductions. Meanwhile, your chosen

philanthropy beneﬁts from greater
ﬂexibility than it would have if it had
received a term policy. It owns an asset
it could choose to cash in at any point,
or it might be able to borrow against
the policy.
Buying new insurance to offset
a gift. Suppose you’d like to make a
big charitable gift during your
lifetime—say, to endow a chair at
your alma mater. The president of the
college will be your new best friend,
and you’ll get a major charitable
deduction, subject to IRS limits, for
the value of the cash or securities
you gave away. But to make sure
your other heirs are none the poorer
for your philanthropic splash, you
could purchase a new life policy
equal in value to the assets you gave
away. And if you place the new
insurance in an irrevocable life
insurance trust, the proceeds won’t be
subject to estate tax.
There could be several creative
variations on these basic themes—for
example, creating a charitable
remainder trust that pays you a lifetime annuity you use to fund an
insurance policy for your heirs. We
can work with you and your attorney
to craft a philanthropic plan that ﬁts
your needs. ●

When Your Financial Advisor Accepts The Role Of Fiduciary,

I

n the world of ﬁnancial advisors
there are myriad labels,
certiﬁcations, registrations, and
other terms that tend to be meaningful
only to industry insiders. But one
distinction could be crucial: An advisor
bound by contract or law to serve as
a “ﬁduciary” is obligated to act solely
in your best interest. That’s different
from others who may seem to work
for you but in fact owe primary
allegiance to the companies that
pay them.
With other professionals, such
as lawyers and CPAs, there’s typically
a ﬁduciary responsibility that requires
them to act in clients’ best interests.

But for ﬁnancial advisors, ﬁduciary
status is not yet standardized or
guaranteed. So while you may
think your stockbroker offers unbiased
advice, he or she is probably
receiving a commission for selling
you products. To complicate matters,
even a fee-based advisor who charges
for advice may not be acting solely in
your interest.
Not surprisingly, there’s widespread confusion among consumers on
this point. According to a recent survey
by a major ﬁnancial services ﬁrm:
● More than half of the investors
interviewed believed both stockbrokers
and Registered Investment Advisors

(RIAs) have an obligation to act in the
client’s best interests.
● Three out of four investors didn’t
realize that only independent RIAs
have a ﬁduciary duty to their clients.
RIAs must inform clients of
potential conﬂicts of interest, and
they’re legally obligated to act as a
ﬁduciary. They have a ﬁduciary duty
to act in their clients’ interest at all
times. Stockbrokers don’t have the
same obligation. Brokers must make
recommendations that are suitable
but are not required to adhere to the
higher standard of care—to always
do what’s in your best interest—as
a ﬁduciary.

Retirement Spending Just Isn’t The Same

S

ince the Depression, most
Americans have been guided by a
simple retirement spending
strategy: Don’t touch your principal, and
sell stocks only as a last resort. The
approach worked well for many
generations, when retirement seldom
lasted more than a decade and people
could live comfortably on bond interest,
stock dividends, and a monthly pension
payment. But times have changed.
Today’s retirees live longer and bear
much more of the responsibility of paying
for retirement, and simply depending
on income spun off by investments may
not work.
“Dividends, Social Security checks,
and clipping coupons aren’t enough for
most people,” says Moshe A. Milevsky,
who teaches retirement income planning
and risk management at York University
in Toronto. “It’s unavoidable that you’re
going to have to consume capital. The
question then becomes how to do it
intelligently.” Finding a way to use your
nest egg wisely—drawing it down
gradually without depleting it during your
lifetime—means taking into account
many facts of retirement life.
Inﬂation can be a game-breaker.
“Most people don’t understand inﬂation,”
observes Mitch Anthony, author of The
New Retirementality. “But to see what it
will do in the future, look backwards.
Consider the cost of a gallon of gas or a

postage stamp 30 years ago. Remember
your ﬁrst paycheck? What kind of
life would you have living on that
paycheck today? Well, that’s what
you’ll be facing 30 years from now. If
you don’t get your arms around inﬂation,
you’re in trouble.”
Retirement spending needs may
be higher than you expect. Future
levels of spending, too, may be hard to
gauge. It’s easy to underestimate what
you’ll need. Health care costs are rising
faster than the general inﬂation rate. Your
family could experience an unexpected
problem, such as a child needing support.
Separating your expenses into discrete
goals with speciﬁc timelines and then
factoring in the appropriate inﬂation rate
is wise. You can’t take one lump sum and
inﬂate it for 30 years. Do it in pieces,
because different costs rise at different
rates. That didn’t matter when people
lived just ﬁve or 10 years after
retirement. But it can make a huge
difference today.
Taxes matter. Like inﬂation,
taxes eat into retirement
income, and it’s essential
to have a retirement plan
that minimizes their
impact. One major taxrelated question involves
which source of capital to
tap ﬁrst. The general rule of
thumb is to sell from taxable

You Have A Foundation For Trust
The distinction between an advisor
who is a ﬁduciary and one who is not
could be critical when weighing an
advisor’s recommendations. There may
be a hidden agenda—for example, if an
advisor is receiving better commissions
for selling you one mutual fund instead
of another.
Rules recently clariﬁed by the
Securities & Exchange Commission
permit brokers to give you investment
advice on a fee basis and not act as a
ﬁduciary. In these instances, a broker can
only give you advice about one or two
issues—such as your retirement plan or
investing. If a broker wishes
to give you comprehensive ﬁnancial

advice that spans insurance, taxation,
college planning and estate planning
as well as investing and retirement
planning, the broker must accept his
or her role as a ﬁduciary to you. He must
disclose that he will begin
giving you advice as a ﬁduciary and then
tell you when he has stopped acting as a
ﬁduciary and reverted back to his role as
your stockbroker.
Working with someone who is
a ﬁduciary, or will sign an agreement to
act as a ﬁduciary, doesn’t guarantee
you’ll proﬁt from the advisor’s
recommendations. But it does give
you a greater assurance that you’re both
sitting on the same side of the table.●

accounts ﬁrst, tax-deferred accounts
next, and tax-free accounts last.
Redeeming investments in taxable
accounts may result in capital gains,
but those are taxed at a much lower
rate than income from a 401(k) or
IRA. “There’s a delicate balance
between trying to keep assets tax
sheltered and the risk of pushing yourself
into a higher tax bracket and losing more
of your Social Security beneﬁts,” warns
Milevsky.
Risk isn’t always a four-letter
word. Living into your 90s means taking
investment risks. But longer retirement
time spans also mean weighing different
kinds of risk. Bonds, long a favorite
retirement asset, generate income and
tend to be less risky than stocks. Over
three decades or more, however, bonds
have barely kept up with inﬂation, and
that poses another risk—of running out
of money. “The whole ‘don’t tap the
principal’ idea can be
damaging if it leads you
to hold the wrong
assets,” says Milevsky.
“If you’re 57, say, and
have 30 years to live, you
can afford the risk of
owning stocks.”
Real estate is an asset,
too. “During the past 10 to 15
years, our homes have been
excellent investments, and our
income planning should reﬂect that, says
Bob Curtis, whose company makes
MoneyGuidePro, software for wealth
managers. Today, real estate is part of
your overall available assets.” You don’t
want to treat your home like other
investments, but tapping your home’s
equity through a home equity loan,
reverse mortgage or by downsizing to a
smaller house is worthy of consideration.
A cash cushion creates comfort.
Whereas during your working years you
may need to set aside enough cash to
cover six months of expenses, during
retirement a cushion of one to two years
may be better. “This is about meeting
emotional needs,” Curtis says. “Cash
gives you an anchor. If the market turns
bad, you’ll be more comfortable sticking
with your ﬁnancial plan if you know you
have that cash buffer.” ●
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have that cash buffer.” ●

Consider Buying Instead Of Leasing A Nice Car

W

ondering whether to lease
or buy your next car? There
are a lot of variables to
factor into your decision—and not all
of them are strictly ﬁnancial
Why lease? The conventional
wisdom says leasing allows you to
drive the industry’s newest, hottest
cars. (BMW recently led the list of
the most requested vehicles at
LeaseCompare.com.) You can have
a new car for a lower monthly
payment, and you could save or
invest the difference. Moreover, if
you use the vehicle for work, writing
off a lease payment may be easier
than the calculations for a vehicle
you own. It’s noteworthy, too, that
car leases don’t appear on your record
as credit debt.
Basically, you rent the car for
the duration of the lease, and pay only
for depreciation. For example, if
you lease a $50,000 car that will
have an estimated resale value of
$35,000 after two years, you’re
responsible for the $15,000 difference
(the depreciation) along with ﬁnance
charges and fees.
Because leased vehicles tend to

be new or late model, you shouldn’t
face hefty repair bills. However,
most leases cover only the ﬁrst
12,000 to 15,000 miles per year; drive
farther, and for each additional mile
you’ll owe as much as 25 cents when
the lease ends. If you drive a lot—
say, 20,000 miles or more each year—
any beneﬁt of a lease’s lower
payments is likely to be outweighed
by mileage charges and you’re
probably better off buying. Breaking
the lease—that is, returning the car
early—comes at a great cost. And
when you turn in the car, you’ll be
assessed for any wear and tear that’s
out of the ordinary.
Why buy? Again according to the
conventional wisdom, the overarching
beneﬁt of buying is ﬁnancial. When a
lease expires, you have to turn in the
car or purchase it for its residual
value. If you buy at the outset (or
ﬁnance the purchase), the car’s yours,
and when interest rates are low, that’s
generally cheaper than leasing. And
it’s more ﬂexible—you can sell or
trade the vehicle whenever you want.
But what if your car seldom
makes it out of the garage? You have

a short commute to work, or to the
train station. Yet you like to drive, and
enjoy the thrill of piloting a high-end
sports or luxury model. You could
lease an expensive car, turn it in when
the lease expires, and replace it with
another leased vehicle, guaranteeing
you’ll always have a car payment.
Buying could make more sense. Once
any loan is paid off, no more
payments, and your lightly driven
favorite ought to last for years. And if
you sell or trade, you should get a
good price.
You may also want to consider
buying a car that’s just a year old or
two. Much of the depreciation in a
car’s value occurs in its ﬁrst year. So
buying an almost new car often makes
good ﬁnancial sense.
The bottom line? The lease
versus buy decision is as much a
lifestyle choice as a ﬁnancial one. You
can run the numbers for yourself by
using a calculator on the Web. For
more details, including ﬁnancial
calculators, visit: www.cars.com,
www.leaseguide.com, or
www.edmunds.com. Or call and ask
us for assistance. ●

Past Performance

positive return even during tough times?
Or is his style to stay fully invested? This
could affect your asset allocation and needs
to be anticipated.
● Other factors to consider include
the fund’s expense ratio, tax efﬁciency,
trading history, the team surrounding
the fund manager, and the fund
company’s reputation.
Past performance is a factor in the
selection process, but primarily as a tool
for evaluating the manager. Consistent
returns, for example, could indicate a
steady management style that does not
chase fads. Rather than considering
returns alone, it helps to compare the
fund’s track record with an appropriate
benchmark. How did the fund
performance stack up against an index of
large-company stocks, for instance?
Fund selection is also inﬂuenced by

economic factors or the prospects of a
particular sector. While market timing has
been shown by many studies as
ineffective, looking for investments that
are out of favor or asset classes that are
selling at prices below their historical
valuation could present opportunities.
The bottom line is that a fund’s
past performance doesn’t ensure returns
in the future. A manager’s track record,
consistency, methodology, and experience
must be considered, but these factors are
only part of the equation. Fund selection
depends on your personal needs, tax
situation, and other portfolio holdings.
Rather than just looking into a rear-viewmirror at past performance, the
investment outlook and your personal
factors will probably be more important in
selecting the funds right for you.

(Continued from page 1)
interviews with managers, exploring a
manager’s areas of specialization, track
record, and investment style is informative.
Some other factors we consider include:
● Whether the fund manager deviated
from the fund’s strategy—for example,
if it’s a government bond fund, does
the manager sometimes buy riskier highyield bonds or growth stocks to boost
returns? How much of the fund’s portfolio
was involved?
● How much money is ﬂowing into the
fund? Often, funds get popular after they’ve
been successful. But a ﬂood of new money
can overwhelm a manager and cause
performance to drag.
● How has the manager responded
when the fund’s investments are out of
favor? Has he managed to eke out a
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Always read a fund's prospectus before
investing.
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Past Performance Really Is
No Predictor of the Future

Personal Note
From Global
Wealth Advisors

he statement, “Past performance
does not guarantee future results,”
appears on all mutual fund
literature. Since we see it so often,
however, it is easy to ignore. Yet the
disclaimer is as pertinent
as ever. Simply picking
funds that have been on
top rarely leads to strong
additional gains.
As professional
investors, our ﬁrm sees
new clients who come
to us with some strange
notions about investing.
People can be naive or easily forget
lessons of the past. While not relying on
past performance seems like a pretty basic
caveat, remembering why rear-viewmirror investing is ﬂawed is important,
and understanding a professional approach
is likely to give you new insight into the
beneﬁts of working with us.
Failure To Repeat. Consider the
results of a January 2007 study by
Standard & Poor’s, analyzing mutual fund
performance during the ﬁve-year period
ended Dec. 31, 2006. It showed that good
performers one year often fail to repeat the
next year.
The study evaluated large-cap, midcap, and small-cap funds, measuring how
well each actively-managed fund
performed relative to others in its class. To
gauge performance, funds were grouped
into quartiles. A fund that outperformed
three out of four funds in its group would
rank in the top 25%, or quartile, while a
fund that lagged three out of four would be
in the bottom quartile.
Only 13% of large-cap funds ranked
in the top two quartiles of that class for
each of the ﬁve years. Just 10% of mid-

he articles in this issue of
Insights, as usual, present a
range of topics that appeal to
our clients and allied professionals. In
particular, the piece on past
performance supports our approach at
Global Wealth Advisors LLC. We
construct portfolios to achieve market
returns at reduced risk, using very lowcost funds and other securities.
The recent market volatility,
naturally, needs to be placed in
perspective. We engage in long-term
investment management, while
ensuring that your goals and objectives
are met, within the risk tolerance you
have communicated. As always, call on
us if your circumstances or objectives
have changed. Together we can
determine whether adjustments are
warranted in your investment mix.
The article on ﬁduciaries
highlights the distinction between us
and others who operate on a
commission basis for investment
planning and implementation. We
willingly accept the ﬁduciary
responsibility, not only due to our
status as Registered Investment
Advisors, but also because we embrace
the philosophy. The client’s interests
are paramount.
We hope you enjoy the balance
of the year. Thanks again for your
continued conﬁdence and new
client referrals.

T

cap funds and 10% of small-cap funds
ranked in the top two quartiles of that class
for each of the ﬁve years.
Researchers then raised the bar to see
how many funds ranked in the top quartile
every year for ﬁve
years. A mere 3% of
large-cap funds
pulled this off. Only
2.5% of mid-cap
funds and none of the
small-cap funds were
ranked in the top
quartile every year
in the ﬁve-year
period studied.
Of course, just because a particular
fund falls out of the top ranks occasionally
doesn’t make it a bad investment. But the
inability of the vast majority of funds to
stay on top underscores the difﬁculty of
choosing a fund based only on its record.
A fund that has done well may have
succeeded for a variety of reasons. Maybe
it had a great manager, or maybe it got
lucky because it happened to be operating
in a particularly hospitable environment.
In 1999, lots of technology funds had great
records. However, investors who jumped
into those funds soon wished they hadn’t,
after the tech-stock bubble burst. A fund’s
long-term record, though it can be helpful
in evaluating its future prospects, is only
one of numerous factors to consider when
selecting funds.
Selecting Funds. One way to
approach fund selection is to think of it as
hiring a new employee. The fund manager
you select will work for you, collecting a
fee in return for trying to build the value of
your investment. And while screening
funds is not the same as personal
(Continued on page 4)
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