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Who Cares More than You?

Nobody cares more about your money and your
financial future than you do. Nobody. Not your
boss; not your brother; and certainly not your
broker.

No, it's up to you to make sure you have
enough money to see you through a comfort-
able retirement. But you are busy. Investment
education takes time. And money.

If only someone would consolidate the
information you need into an affordable,
accessible, understandable two-day education
seminar.

Someone did.

On Friday and Saturday, November 21 & 22, the
Puget Sound Chapter of Betterlnvesting will
hold its 28th annual Investors Fair at the

Meydenbauer Center, 11100 NE 6th Street,
Bellevue, WA. The fair will have nine break-out
sessions and each will have five class options.
Over half of the classes will be new to the Puget
Sound Chapter's Investors Fair.

The classes focus on mutual fund selection,
stock selection, and stock portfolio manage-
ment. They generally last 50 minutes and
include question-and-answer periods. Some
classes run in sequel. Also, investor representa-
tives from our sponsor companies will present
current investor information.

A computer lab with hands-on demonstrations
of software used for stock selection and
portfolio management will be open for
attendees.

Mutual Funds z the good, the bad, the ugly

By Bob Adams

There are different types of mutual funds, and all
are easy to buy and sell, but fees, taxes, and
other costs vary greatly. The key is not selecting
the bad ones—those with high fees and high
turnover. If you do a good job of selecting,
however, there is no need to dedicate much time
to watching the results.

Perhaps the most common are those run by a
professional money manager or team. The key
is to avoid the bad ones—those with high fees,
and for most, a high turnover rate—sometimes
two or three hundred percent. A 200% turnover
means the entire portfolio is replaced twice dur-
ing the year. High turnover equates to capital
gains taxes you will need to pay at year end tax
time. It also means your tax will be based on
your regular rate—likely 28% or more—rather
than the long-term capital gains rate of 15%.
Fees and taxes reduce any gains markedly. An-
other type of mutual fund is the Exchange
Traded Fund (ETF), which is becoming more and
more popular. Each has the advantage of low

fees and low turnover—resulting in fewer capital
gains taxes each year. The downside is you must
pay a broker each time you trade. Then there are
Index Funds. Low fees and very low turnover
are their forte. They always produce a return
slightly below the market average they emulate.
You’ll never beat the market average but will
always be very close. These are about as close to
a “set and (almost) forget” type of investment
you can invest in.

Fees and turnover take a large slice out of your
bottom line, so they are important. Here is an
example.

If, today, you invested $10,000 in a mutual fund
that provides a return of 12% for the next 40
years, your portfolio will be worth $930,510 if no
fees or expenses were charged. But they do
charge fees, an average of 1.5%. So, let’s reduce
the return of 12% to 10.5% and see what hap-
pens. Your portfolio value will drop to $542,614,
a difference of $387,896. Most mutual funds

Mutual Funds (Continued on page 8)
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MEET YOURBOARD MEMBERS

Carol Theine, originally from Wisconsin,
moved west from Milwaukee to work for
Microsoft in 1991. When she retired in
1999, she began managing her own portfolio with the help of a full
service broker. Over the next two years, she realized that she had
different investment objectives than her advisor.

Carol Theine
Chapter President

She joined a BetterInvesting club, and became a dedicated partici-
pant in club activities. In 2004 she volunteered for the Puget
Sound Chapter of Betterinvesting, teaching classes—Beginning
SSG, Adding Judgment, Finding Small Cap Companies and ToolKit.
She was registration chair for the 2005 Investors Fair. In 2006 and
2007, she served as Vice President—Computers. At the annual
meeting held in June, she was elected President.

It will be an exciting year for the Puget Sound Chapter with Carol
whose vision includes:

e Increased club participation
¢ “Complimentary” events designed to attract new
members

Prior to her retirement, Diane Ellison
worked for the Boeing Company. For 10
years, she belonged to a local investment
club and she was the club treasurer until recently.

Diane Ellison
Chapter Secretary

In addition to participating in the club, she yearned to learn more
on investing. A fellow Betterlnvesting member suggested she vol-
unteer for the Puget Sound Chapter board, which she has for the
last 3 years. Diane served as an associate Board Director, volun-
teered for various functions of the Investors Fair, helped notify
attendees of a location change in the 2007 Leadership Conference,
and she compiled annual club statistics for publication in the
Newsletter for several years.

Jim Thomas
Chapter Treasurer
Investing in 1995 when he started an
investment club with his wife, joined an existing club and

eventually became treasurer for both clubs. He has been teaching
Convention

Chapter classes since 1998 and BI National

Linda Glein
VP Computers

Linda Glein joined the Puget Sound Board in
2001. In 2002 she became the Newsletter
Editor and in 2006-8 served as the chapter
president. Once again she takes on the newsletter responsibility
along with Associate Director, Gary Ordway. She has served on

Jim Thomas is currently Treasurer for the
Puget Sound Chapter. Jim joined Better-

e Volunteers to reach out to youth

e Increased community awareness of Betterlnvesting

e Video conferencing to reach clubs and individuals in
remote areas

Carol wishes to remind members of existing, exciting programs
which could be brought to the Puget Sound area. For example,
Distributive Education Clubs of America, Inc., (DECA), a national
marketing education organization, has partnered with Better-
Investing in the Investment Education Project (see the Better-
Investing magazine October 2007 issue, page 63). Funded by a
grant from the New York Stock Exchange Foundation, IEP supports
the introduction of investment education in American high
schools. It provides teacher training and curriculum materials for a
school system to offer a course titled “Building Wealth”.

Carol also suggested that the chapter could bring greater
awareness of Betterlnvesting by conducting classes at local
libraries, to benefit the public and increase membership.

Carol is a dedicated volunteer and a savvy investor.

In recognition of her dedication, task oriented personality, and her
ability to “think out of the box”, the members elected her to full
Board status in this year’s annual meeting. She is our 2008-09
Secretary of the Puget Sound Chapter.

Besides stock investing, talk to Diane if you wish to see Western
Europe or “US Route 66” on a bicycle. She has also been on several
barge trips to Netherlands, Belgium, France and Germany.

We look forward to 2008-09. If she taps your shoulder, please
support Diane to maintain the Puget Sound Chapter’s reputation —
the most active chapter in the nation.

classes since 2006. A favorite hobby is creating Excel spreadsheets
to supplement his stock studies (among other things). He is an
active participant on the Betterlnvesting Discussions list (formerly |
-Club-List) and the CompuServe Investing for Growth Forum. Jim
received the Computer Group Advisory Board’s 2006 Dick Dwyer
Service Award.

three national Betterinvesting committees: Find-a-Club, Member-
ship Recruitment and Retention, and the Online Training Team.
She and her husband, Gary, live in Gig Harbor where they enjoy
volunteer activities, hiking, boating and travel.

Each year Chapter volunteers sign a code of conduct which prohibits personal financial gain from their participation in Bl activities. Please
contact President Carol Theine if you are approached by any volunteers requesting remuneration. Volunteers are reimbursed appropriate

expenses by the Chapter.
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Puget Sound Chapter? Betterinvesting Directors

Name

Position

City

Phone

Email

Carol Theine*

President

Snoqualmie, WA

(425) 343-5544

ctheine@puget.betterinvesting.net

Linda Glein

Vice President
Newsletter Editor

Gig Harbor, WA

(253) 514-8029

Iglein@puget.betterinvesting.net

Diane Ellison Secretary Seattle, WA (206) 937-6920 dial@quidnunc.net

Jim Thomas* Treasurer Seattle, WA (206) 527-1052 jimthomas@yahoo.com

Bob Adams* Seattle, WA (206) 937-5581 bob-adams@comcast.net
Gary Ball* Lacey, WA (360) 412-7473 gvball@comcast.net

CV Chung Bellevue, WA (425) 746-5221 cvchung@aol.com

Bruce Ellis* Lynnwood, WA (206) 694-2528 pacific_investors@hotmail.com
Manav Gupta Redmond, WA (425) 881-6262 gupta_manav@hotmail.com
Frank Hazard Bremerton, WA (360) 377-5208 fihazard@msn.com

Jackie Hertel Yakima, WA (509) 469-4458 jhertel117@msn.com

Karen Johnson* Investors Fair Chair Seattle, WA kgajohnson@hotmail.com
Debi Johnson Mill Creek, WA (425) 971-5822 djmgmt@earthlink.net
Allen McBride Seattle, WA (206) 937-6920 bigal@quidnunc.net

Kelly McManus Seattle, WA ilingri@yahoo.com

Julie Meador

Snoqualmie, WA

425) 396-5514

ja_meador@yahoo.com

(
Lois Nordwall Mercer Island, WA (206) 232-1638 bullmrkt05@comcast.net
Gary Ordway Newsletter Production |Redmond, WA (425) 883-9295 gordway@puget.betterinvesting.net
Dan Rutter Lake Forest Park, WA (206) 440-9803 Rutter.D@WHV.com
Roger Scott Seattle, WA (206) 525-8562 roger@scottvalueinvesting.com
Bill Skelly Club Visit Coordinator |Seattle, WA (206) 323-6767 bskellyl5@comcast.net
Bev Tiedje Mill Creek, WA (425) 316-6984 bstiedje@earthlink.net
Mike Torbenson* Kirkland, WA (425) 823-4299 mike@torbenson.org
Volunteers
Don Brown Silverdale SIW Coord Silverdale, WA (360)692-2651 donbrown679@wavecable.com
Lucille Chang Kirkland, WA clucil@gmail.com

denotes mstractor
Puget Sound Chapter Class Hotliiz06) 935-0861

BetterInvesting Membership Related Questions & Issueservice@betterinvesting.orey (877) 275-6242

Chapter Board Meetings-Members are welcome to visit the board meetings which are held the second Thursday of each month (except January, June and

November.) Board members and instructors are volunteers.

New Associate Directors

C. V. Chungs retired but admits to being an individual investor
whose previous gains were due to luck. He is learning investing
methodology as a disciplined approach. In addition to Bl Puget
Sound Chapter, he volunteers for his "neighborhood emergency
preparedness team" as a HAM radio operator. C.V. was a volunteer
for Seattle Section of IEEE (Institute of Electrical and Electronics

Engineers, Inc.) over the years he served as the Seattle Section,
Treasurer, VP and finally its Section Chairman.

C.V. retired from engineering and planning for utilities in the Puget
Sound area. Previous to that he ran a small subsidiary in Silicon
Valley that sold specialty kits for SEM (scanning electron microscope)
and emission microscopes to micro-chip companies.

Assoc Directors (Continued on page 5)
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By C. V. Chung, Associate Director

An Interview with Bob Adams

| asked Bob Adams to share his knowledge and views with Better-
Investing members. Bob, a Director of the Puget Sound Chapter, has
years of experience and insight into how SSG, PMG, & PERT method-
ology evolved. He teaches and shares his knowledge nationwide.

Q: What can you tell us about Black Monday, 1987?

Q: Should seniors be concerned with loferm investing?

A: | think retirees should also take a long-term approach to stock
investing. In this country, the average life span is quite a few years
after receiving retirement benefits. People are living longer and the
cost of living increases steadily. A long-term approach is a prudent
approach to investing, and the patient investor overcomes market

[Black Mondayoccurred on Monday, October 19, 1987. The DJtArrections.

dropped by 508 or approx. 23%. Similar drops occurred worldw'g_e

Any comments on software tools?

and by month end, the stock markets in Hong Kong and Austrafia
fell 46%, Spain 31%, the UK 26%, the US 23%, and Canada 23%A:ThHeined Betterlnvesting in 1992 when the Stock Selection Guide

Black Monday point drop was the largest eti@y percentage
decline in market history.]

A: Back in 1987, | used to watch the TV program “Wall Street Week
with Louis Rukeyser.” | recall the blank stares from the guests of the
show. It was obvious they were highly concerned. Scared is another
way of describing their reaction. If the long-term history of the mar-
ket was kept in mind, there didn’t seem to be a reason to be scared.
Quality companies would soon recover. Back then, Berkshire

(SSG) was performed by hand using graph paper. Corry DalMaso then
introduced me to using software for preparing the SSG, the Portfolio
Management Guide (PMG), and Portfolio Evaluation Technique
(PERT) and | became a strong believer in their use. They are all
excellent investing tools and save considerable time. Another tool is
the database of company information which can be imported directly
into the software. A rudimentary evaluation can be accomplished
very quickly.

Q: Are there new software tools members should be aware of?

When Date Close
Recently Jul. 15, 2008 $113,100
1 yr later Oct. 19, 1988 $4,700
1 day later Oct. 20, 1987 $ 3,290
Black Monday Oct. 19, 1987 $ 3,170
1 wk prior Oct. 13, 1987 $ 4,220

Hathaway stock cost less than $5,000/share. As an exampleof quality
stock being a good investment - look at Berkshire Hathaway (BRK.A)
today: (113,100 July 15, 2008)

A: My web site contains tools to help in the evaluation process. One
example is designed to aid in the analysis of Annual Report data.
Stocks can be flagged based on this company data; the criteria for
this process were established by Warren Buffett, David Graham, and
Peter Lynch. At the web site, a user enters the ticker symbol and the
tool will show potential pitfalls such as rising inventory, sales and
inventory diverging, increasing accounts receivable, and a compari-
son of cash flow to US Treasury yield.

http://bob -adams.home.comcast.net

Q:; Any comments for the newcomer to BETTERINVESTING?:

A Regardless of what the market is doing, and whether one is a new
or experienced investor, patience is an absolute requirement. Long

Q: Looking back, what would you say to Betterlnvesting membersterm the market goes up. If that is forgotten, investors make big

A: Take a look at the stock market’s upward trend the last 80 years.
The market corrections appear on the charts as minor glitches. In the
long term, these “market bobbles” make no difference if we own
high quality companies. Be patient — it is one of the keys of success.

Individuals need to compare their portfolio returns with market
indices to know how well the portfolio is growing. If you can’t
consistently beat the market averages—Ilike the DOW or S&P500—
you need to take some action. It is crucial i 2
portfolio performance relative to the market performandethe
market out-performs your personal investment returns, one
alternative is to buy market index funds. If investing in individual
companies, use Portfolio Manager, Quicken or Money. If investing in
mutual funds, your broker should be able to provide the annualized
return.

mistakes trying to jump out of and back into the market. Timing
doesn’t work—never has, and in my opinion never will. Use the bad
times during market pullbacks to invest more. Have faith the market
will recover and continue its upward movement.

Many invest in mutual funds through a company retirement
program, or don’t want to take time to learn to invest in individual
companies. A note of caution—managed mutual funds are very

Y&l & dZNS'expgni}vg:g(?démosgsuﬂn&rperform the market. One suggestion is to

invest”’in index fun ost retirement plans allow the selection of
index funds as an alternative to managed mutual funds. The
Vanguard family of index funds has low management fees
(approximately 0.2 — 0.24% annual expense ratio). A portfolio of 25%
in small-cap, 50% in mid-cap and 25% in large-cap would be a good
mix with diversification. Vanguard is only one example of a brokerage
which offers various index funds. Others have similar offerings;
always check for low cost and investing convenience.


http://bob-adams.home.comcast.net/~bob-adams/
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Give us a try - come once, come twice or become a regular! If trying to schedule a large block of time for investment education is difficult, why
not try out our Puget Sound Chapter Special Interest Workshops offered in several areas? These flexible, interactive workshops offer you the
opportunity to bring your own questions or to learn something new to improve your stock selections, portfolio management, investment club
operations, internet/software usage and much more! One of the regular features of a workshop is judgment review for the current Stock to
Study from the Betterlnvesting magazine. NO prior registration is required

SEATTLEMeets seven times per year on the fourth Thursday of September, October, and January through May from 7:00 to 8:30 p.m. at the
Community Center at Mercer View on Mercer Island. The cost is $7 per person per meeting.

September 25 “Stock Lightening Round” (Led by Carol Theine)
October 23 Compound Growth Rates and Yield (Led by Jim Thomas)
November No meeting, Thanksgiving & Investors Fair

December No meeting, Christmas & Chanukah

SILVERDALWeets the second Monday of each month, September to June from 1:00 to 3:00 p.m. at Billie Eder Community Center (upper level),
9729 Silverdale Way N.W. For additional information call Don Brown at 360-692-2651 or e-mail donbrown679@wavecable.com No charge.

Sept. Finding Stocks and Funds to Study.
Oct. Analyst Tools/Software.

Nov. Investing Websites.

Dec. Examples of some Stock Studies.

No Special Interest Workshop in your area? Interested in starting one in your area? Please contact Linda Glein (253) 514-8029

linda.glein@comcast.net

Email lists have been established to make announcements regarding the Special Interest Workshops. These lists will be used to send out
messages giving details of future meetings. Once you subscribe to the list you will be able to go to the web site. There you will find SSG data files
and other files of interest that were handed out at the meetings. Members who are not able to attend a meeting will be able to go to the website
and download these files. To subscribe to any of these email lists send a blank message to the following:

Seattle:
Silverdale:

PSC-Betterlnvesting-Seattle-Workshops-subscribe @yahoogroups.com
PSC-BetterInvesting-Silverdale-Workshops-subscribe @yahoogroups.com

Changes in scheduled programs can happen. Please visivw.betterinvesting.org/puget for updated information as it becomes available.

Stop-by Bl Online Q & A

4. Access Code: 586-011-743

Got a question? Need help? Wanna talk stocks? A few PSC board
members have offered to host online ‘walk-in’ clinics and stock chats
from 7:30 pm to 9:00 pm on the fourth Tuesday of the month (begins
September 23 ) on GoToMeeting. Come one, come all. (Maximum 26
connections).

5. Audio PIN: Shown after joining the meeting

This is a complimentary service. Bring your questions about investing,
club relations, club accounting, software, Internet research...it’s a Q
& A session. You will be able to see host’s computer screen on your
monitor while you talk to them by phone. Participants may share
their experiences and SSGs.

1. Typein wwwl.gotomeeting.com/join/586011743

2. Use your microphone and speakers (VolP) - a headset is
recommended. Or, callin using your telephone. Jim Thomas will host our first meeting on September 23 (A

subsequent meeting will be held October 28)
3. Dial 702-418-3101 (Long distance phone call may incur toll

charges to the caller. )

(Continued from page 3) Assoc Directors

Debi_Johnsonis co-founder and immediate past president of
Women Investing Now (WIN) based out of Everett, Washington.
She is currently incorporating the Betterlnvesting methodology
into her youth literacy discussions and WIN Group. Debi is a
business development and strategic planning professional with
an association management business.

Allen McBrideis a Mechanical Engineer from the University of
Colorado. He retired from The Boeing Company in 1993, having
worked most of his career on military programs as a mechanical

and hydraulic design engineer. He became associated with NAIC
in 1998 as a charter member of the Greenbills Investment Club,
consisting of Boeing retirees or their spouses. He has been
president of the club twice, and has been involved in numerous
educational activities within the club.

Manav Guptais an individual investor looking to learn investing
principals for long term success in the stock market. He currently
works for a technology firm in Seattle and has many years of
experience in IT consulting. Manav is passionate about investing
education and is always looking for new ideas to help the
community.


mailto:donbrown679@wavecable.com
mailto:linda.glein@comast.net
http://www.betterinvesting.org/Members/Chapter/Washington/puget-sound/default.htm
https://www1.gotomeeting.com/join/586011743
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Puget Sound Class Descriptions

Beginning Stock Selection Guide Core Classt Learn how the Betterinvesting Stock Selection GuidESG) is used to analyze stocks. This pow-
erful tool uses fundamental concepts that are easy to understand and apply. Students will help complete several SSGs in class as a group exercise.

Applying Judgment to the SSG& Core Class - Now that you understand the basics of the Stock Selection Guide, learn guidelines for making SSG
judgment decisions. Students will help complete several SSGs in class as a group exercise .

Portfolio Managementt _Core Class IH- Topics include Portfolio Management, PERT and When to Sell.

Treasurert _Club Accounting Made Easier This three-part series of classes will teach the club treasurer to track member investments, stock trans-
actions and to handle year-end tasks such as federal partnership taxes. Learn best practices for many aspects of club operation. These classes
cover basic concepts as well as examples of using both bivio.com and IClub.com club accounting software.

Introduction to Betterlnvesting Online SSG software This 3-hour class covers using Betterlnvesting's Online Stock Selection Guide (SSG)
software at an introductory level. Basic knowledge of preparing an SSG is assumed (this class is not an introduction to the SSG itself). Free WiFi access
is provided. Feel free to bring your WiFi enabled laptop and follow along with the instructor! You can register for a 30-day free trial of Better-
Investing's Online SSG software at www.betterinvesting.org (credit card required).

Class Locations Comments / Internet URL

Seattle Pacific University (SPU) NEW LOCATIONlasses in Bertona Classroom #6 (Bldg. 65), southeast across W. Nickerson

3rd Ave. West & W. Nickerson, Seattle from the Royal Brougham Pavilion. www.spu.edu/info/maps/index.html

Skagit Valley Community College (SVCC) Classes in Nelson Hall (rm N-121).

2405 East College Way, Mt. Vernon www.skagit.edu/images/color_mvCampus.pdf

Silverdale Beach Hotel Exit Newberry Hill from SR3, right on Newberry Hill Rd., bear right on Silverdale Way., bear

3073 Bucklin Hill Road, Silverdale right on Bucklin Rd. www.silverdalebeachhotel.com Tel: 360-698-1000

Mercer Island Community Center Building I-90 Eastbound (from Seattle) take exit #7A, 77th Ave SE. Turn left across the freeway. At stop

8236 SE 24th St., Mercer Island sign turn right onto North Mercer Way. Go one long block to the stop light. Go straight
through the stop light. Turn left onto 81st Ave SE. Turn right onto SE 24th Street. The CC is
two blocks up on your left.

PLEASE NOTEyou are unable to access the Internet maps, and need directions please call the class Hotline several days in advance. Map links

to all locations are available in the details for each class on the chapter website.

REGISTRATION POLICY

Advanced Registration and Payment Required
Class Information Hotline: (206)935-0861

Please mark the classes you wish to attend and send the entire registration form, with payment, as soon as possible. We cannot take
phone reservations. Payment must be received prior to attending the class. Before registering, please consult the PSC website to see if the class
schedule has changed. (www.betterinvesting.org/puget)

Please register early as sometimes we experience full enrollment and space can be limited. Note a minimum of 6 people must be registered 15
days prior to a class or it will be cancelledf, by chance, you registered late, your name may not appear on the class roster. If that happens, you will

be asked to write a second check at the door. This check will be returned to you, once receipt of your first check has been verified.

Thank you for your cooperation.

If you want to take your chances showing up to register at the door, you may. BUT, handout materials may not be available faralk-in students.
Also, classes may be cancelled if there is insufficient enrollment to cover room and printing costs. If you are not pre-registered, the Registrar will be
unable to notify you of class schedule changes or cancellations; please check the website.

If the class is filled when we receive your registration, we will contact you to reschedule, or arrange a refund. If you are unable to attend a class for
which you are registered, please call the Hotline (206)935-0861 at least 24 hours prior to that session and we will attempt to reschedule.

To request disability accommodations, call the Hotline prior to the event.


http://www.betterinvesting.org
http://www.skagit.edu/images/color_mvCampus.pdf
http://www.betterinvesting.org/Members/Chapter/Washington/puget-sound/default.htm
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S

r—_—_—_—_—_—_—_—_—_—_—_—_—_

[ Puget Sound Chapter Class Registration Form

I Please check the class(es) you wish to attend. Return full registration page with your payment.

I Beginning Stock Selection Guide Core Class |

9/13/08 9am-3pm

| |
T 9/27/08 9am-3pm
T 9/27/08 9am-3pm

10/11/08  9am-3pm

SSG-01

S5G-02

S5G-03

SSG-04

I
Applying Judgment to the SSG Core Class Il

T 10/4/08  9am-3pm
T 10/18/08  9am-3pm
T 10/25/08  9am-3pm
T 11/1/08  9am-3pm

J-01

J-02

J-02

J-03

I Portfolio Managementr Core Class |l

~

PM-01

Mercer Island
Silverdale Beach Hotel
Mt Vernon, SVCC

Seattle, SPU

Mercer Island
Silverdale Beach Hotel
Mt Vernon, SVCC

Seattle, SPU

Mercer Island

T-01 Club Accounting - Part | Mercer Island
T-02 Club Accounting - Part Il Mercer Island
T-03 Club Accounting - Part Il Mercer Island

| | 10/25/08  9am-3pm
I Treasurerc Club Accounting Made Easier
I 10/11/08  9am-2pm
| 11/08/08  9am-2pm
‘I' 01/31/09 9am-12pm
Special Topics
| 12/6/08  9am-12pm

Year-End (Tax Prep)

ST-01 Bl Online SSG Intro. Mercer Island

$40
$40
$40

$40

$40
$40
$40

$40

$40

$30

$30
$25

$25

Make check to PSC-NAIC
Total Enclosed: $

Mail your check and the entire registration form to:
PSC-NAIC, P.O. Box 66470, Seattle, WA 98166

ADVANCED REGISTRATION & PAYMENT REQUIRED 6 CLASS INFORMATION HOTLINE: (206) 935-0861

Name

Address

City Zip Telephone # ( )
Club Name Bl Member #

See address label on your BetterInvesting magazine. If not a Bl member, write none.

Email Address:

(Optional: To be used for class related communications only.)

-
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

L__________________________J
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(Continued from page 1) Mutual Funds

also charge a 12b-1 fee for advertising and
other expenses, further reducing the total
value. Another expense factor is transac-
tion fees. They can also take a serious bite
out of your overall return and are highest
for mutual funds that have a high turnover
rate. But to keep it simple we'll ignore
these. Be aware though they can be as
great as 1%. On the bright side however
there is evidence these fees can be used as
a value indicator. Russell Kinnel, Morning-
star's director of mutual fund research,
observes: "Expenses are one of the most - if
not the most reliable predictors of
whether your fund will be a leader or a
laggard." Funds with high expense ratios
normally underperform those with smaller
expense ratios.

But wait, there’s more... You must pay
capital gains taxes to the IRS. Lipper, a
division of Reuters, reports that in 1996 the
average investor in managed mutual funds
paid taxes of 1.43% of their total portfolio
value. While the mutual fund doesn’t
benefit from these taxes, your portfolio is

PUGET
SOUNDINGS

Quarterly Newsletter

Fall 2008
P.O. Box 66470
Seattle, WA 98166
Circulation: 4000

Linda Glein, Editor
Iglein@puget.betterinvesting.net

Gary Ordway, Publisher
gordway@puget.betterinvesting.net

reduced by the tax and that value is no
longer working for you. If we subtract the
capital gains taxes and the fees paid over
those 40 years our portfolio will grow to
only $322,265 instead of $930,510. That’s
not a pretty picture is it?

What can we do? Invest in less expensive
investment vehicles like index funds or
Electronic Traded Funds (ETF). The normal
maintenance fee for both is less than 0.2%.
(0.18% is typical) The expense ratio of
0.18% results in a fee of 18 cents on each
$100 in your portfolio rather than $1.50
for the average managed mutual fund.
And because of low turnover, taxes paid on
capital gains are very low. That’s true of
index funds as well as ETFs. As was pointed
out earlier, ETFs are purchased through
a broker, resulting in a fee on each trade,
and that expense needs to be taken into
consideration. Therefore if you plan to
make regular withdrawals or deposits, an
index fund might be the better route.

The ETFs in the table below recently had
the lowest expense ratios in their
categories.

Vanguard offers the same type of
investments in index funds but with slightly
higher expense ratios—Large-cap 0.15%,
Mid-cap 0.21%, and Small-cap 0.22%. All
have very low turnover ratios and charge
no 12b-1 fees. And because of low
turnover, transaction fees and capital
gains taxes are very small.

In comparing the historical growth of one
fund to another, always use a minimum of
three years and preferably five to ten years.
Pay little attention to returns over a shorter
period of time. Statistically, funds that do
extremely well during the past year are

likely to do poorly the following year.
Sometimes the only choices for investment
in a retirement plan are the expensive
managed mutual funds. If that’s your case,
| suggest talking to the retirement fund
administrator and ask that index funds be
added. They may already be available and
it’s only necessary to move from managed
mutual funds to index funds to improve
your return.

If we assume you have no choice except
managed mutual funds, how can you tell
the good from the not so good—or the
ugly? Some general tips are: look for a low
expense ratio—well below 1%; invest only
in no load funds; look for a low turnover
ratio—well below 100%; evaluate the
return over a 5 year period and observe if
the current manager actually managed the
fund during that period, and for a minimum
of 5 years.

The picture I've painted on managed
mutual funds is rather dark. However,
there are managed mutual funds that are
exceptions, so don’t blindly use this
information without doing appropriate
research. A good place to find this informa-
tion is the Mutual Fund Analysis Tool on
the www.Betterinvesting.org site. This
online tool is included in the Value Plus
membership. Another excellent resource
for information is Morningstar
www.morningstar.com. It’s also a paid site
but the reports are available at no cost
through most libraries. Log on to your
library’s website and look for Morningstar.
It’s usually found under a heading of
“Databases”. Another website that might
be helpful is Mutual Fund Investor’s Center
www.mfea.com
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Fund category ETF (ticker) Annualized return Expense
|3-year) ratio

Total market Vanguard Total Stock Market (V1) 13.5% 0.07%
Large-cap iShares S&P 500 (NW) 12.5 0.09
Mid-cap Vanguard Mid-Cap (WO} 189 0.13
Small-cap Vanguard Small-Cap (VB) 15.8 0.10
Total foreign Vanguard FTSE Al-World ex-US NA (too new ) 0.25
(WEUY
Dats: Momingstar.com. Cument through July 2, 2007.
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