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Special points of interest:
• 68% of Americans anticipate they
will need to postpone retirement
• Retail sales nationwide in January
2009 increased +1.0%
• How does crises create opportunity?
• The US economy, worth $14 trillion
and the largest economy in the
world, grew by +1.3% in 2008.
Sources: MFS research; The Wall Street
Journal; The Wall Street Journal Online;
Bloomberg News; Financial Times.

Asset allocation seeks to manage investment risk by diversifying a portfolio among
the major asset classes, such as stocks,
bonds, and cash equivalents. Each asset
class has a different level of risk and potential return. At any given time, while one asset
category may be increasing in value, another
may be decreasing in value. Asset allocation
attempts to limit the risk by diversification.
So if the value of one asset class or security
drops, the other asset classes or securities
may help cushion the blow.

Thomas J. Hartfield

What is Asset
Allocation
Lewis Carroll, the author of Alice’s Adventures in Wonderland, once said, “If you don’t
know where you’re going, any road will get
you there.” This is certainly true when it
comes to investing: If you don’t know where
you’re headed financially, then it is not as
vital which investments make up your portfolio. If you do have a monetary destination in
mind, then asset allocation becomes very
important.
The term “asset allocation” is often tossed
around in discussions of investing. But what
exactly is it? Simply put, asset allocation is
about not putting all your eggs in one basket. More formally, it is a systematic approach to diversification that determines the
most efficient mix of assets based on your

What is a Roth IRA

Asset Allocation versus
Market Timing

Roth IRAs are tax-favored financial vehicles
that enable investors to save money for
retirement. They differ from traditional IRAs
in that taxpayers cannot deduct contributions made to a Roth. However, qualified
Roth IRA distributions in retirement are free
of federal income tax and aren’t included in
a taxpayer’s gross income. That can be advantageous, especially if the account owner

www.HartfieldFinancial.com

Dividing your investments in this way may
help you ride out market fluctuations and
protect your portfolio from a major loss in
any one asset class. Of course, it is also important to understand the risk versus return
tradeoff. Generally, the greater the potential
return of an investment, the greater the risk.
Diversification does not guarantee a profit or
protect against loss. It is a method used to
help manage investment risk.
As a result, the makeup of a portfolio should
be based on your risk tolerance. Generally,
you should not place all your assets in those
categories that have the highest potential
for gain if you are concerned about the prospect of a loss. It is essential to find a balance
of asset classes with the highest potential
return for your risk profile.
The other factors that are vital to developing
an asset allocation strategy are your investment goals and time horizon. When you are
considering how to diversify your portfolio,

is in a higher tax bracket in retirement or
taxes are higher in the future.
A Roth IRA is subject to the same contribution limits as a traditional IRA ($4,000 in
2007 and $5,000 in 2008). Special “catchup” contributions enable those nearing retirement (age 50 and older) to save at an
accelerated rate by contributing $1,000
more than the regular annual limits.
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Another way in which Roth IRAs can be advantageous is that investors can contribute to a
Roth after age 70½ as long as they have
earned income, and they don’t have to begin
taking mandatory distributions due to age, as
they do with traditional IRAs.
Roth IRA withdrawals of contributions (not
earnings) can be made at any time and for
any reason; they are tax-free and not subject
to the 10% federal income tax penalty for
early withdrawals. After a minimum five-year
holding period but before age 59½, tax-free
and penalty-free withdrawals of earnings can
be made due to a qualifying event, such as
death or disability or to purchase a first home
(up to a $10,000 lifetime cap).
Although college expenses are not a qualifying
event, Roth IRA account owners can withdraw
earnings penalty-free for qualifying highereducation expenses (for the account owner, a

spouse, a child, or a grandchild). However,
these withdrawals would be subject to ordinary income tax.
To qualify for a tax-free and penalty-free
withdrawal of earnings in retirement (after
age 59½), a Roth IRA must have been in
place for at least five tax years.
Keep in mind that even though qualified
Roth IRA distributions are free of federal
income tax, they may be subject to state
and/or local income taxes. Eligibility to
contribute to a Roth IRA phases out for
taxpayers with higher incomes.

If you're dealing with an increase in questions about the complex nature of Social

cation strategy.

ask yourself what you want to accomplish with
your investments. Are you planning to buy a
new car or house soon? Do you aspire to pay
for your children’s college education? When
retirement rolls around, would you like to travel
and buy a vacation home? These factors should
all be considered when outlining an asset allo-

If you require a specific amount of money
at a point in the near future, you might
want to consider a strategy that involves
less risk. On the other hand, if you are saving for retirement and have several years
until you will need the funds, you might be
able to invest for greater growth potential,

Long ago, we figured out there is strength
in numbers. For hundreds of years, people
have been joining forces against all kinds
of calamities — including financial troubles.
The concept of insurance is simply that if
enough people can pool their money to
form a large enough fund, then together
we can handle practically any financial
disaster. Your motivation for contributing

You want more control over your retirement. You want to be able to help control
your retirement anxiety. Our asset allocation strategy may help you do both. Remember it's a matter of control.

If you’re looking for a retirement savings
vehicle with some distinct tax advantages,
the Roth IRA could be appropriate for you.

From page 1: Allocation

How Can I Insure My
Future?

Security and retirement, you owe it to
yourself, to contact Hartfield Financial
and Insurance Services, Inc., to schedule
a personal confidential appointment
where you will learn more about our custom designed asset allocation program,
and how Thomas J. Hartfield can help you
with your retirement planning needs.

to this fund is your own eligibility to
draw from it if the disaster happens to
be yours.
One for all and all for one, so to
speak.
In spite of the complications and occasional bureaucratic snarls, the system has worked remarkably well for
literally ages. The Code of Hammurabi,
from Babylonian laws dating back to
1700 B.C., contains a credit insurance
provision. For a little more interest,
the ancients could exempt themselves
from repayment of loans in the event
of personal misfortune.
A citizen of the Roman Empire could

although this will also involve greater
risks.
Whichever asset allocation scenario you
decide on, it’s important to remember that
there is no one strategy that fits every
type of investor. Your specific situation
calls for a specific approach with which
you are comfortable and one that will help
you pursue your investment goals.
buy life insurance through the Collegia Tenuiorum for slaves and wage
earners, or the Collegia for members
of the military. The funds provided
old-age pensions, disability insurance, and burial costs.
Today, virtually all heads of families
should carry life insurance just like
the prudent Romans. Most financial
advisors also recommend the following types of policies: automobile,
health, homeowners, personal liability, professional liability and/or malpractice, disability, and long-termcare insurance.
Purchasing individual or family insurance coverage is an important finan-
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from page 1: How can I insure
cial decision — probably one of the most
important you will make. A great deal
of study and advice are needed to
choose wisely. A few basic guidelines
can safely be applied to most customers. Beyond these, each individual’s
needs are unique and should be carefully assessed by an expert.

1. How much insurance do you need?
Don’t insure yourself against misfortunes
you can pay for yourself. Why gamble all
that money that misfortunes will happen? If
they don’t, you’re way ahead. If they do, it
will usually cost you less in actual costs
than the insurance premiums you would

have paid.
2. What kind of policy is best?
Broader is better. Cover as many misfortunes as
possible with a single policy. Carefully examine
policies that exclude coverage in certain areas.
These are called policy exclusions.
3. Whom should I buy it from?
Consider buying from financially strong companies. You may save by buying multiple policies
from the same agent. Shop carefully. There is
strength in unity. Join the party, but only buy
what you need.

Week in Review: Banking giants turn a profit and send global markets higher
For the week ended March 13, 2009

•
•
•
•
•
•

Global stocks rally as banks announce profits
World finance ministers gather to find ways to battle recession
U.S. retail sales show stabilization
Madoff jailed
GE, Berkshire Hathaway downgraded
Brazil and Switzerland cut rates

Market optimism returned in full force this week after Citibank, Bank of America, and JPMorgan Chase said they made money during the
first two months of the year. Around the world, stock markets rallied on hopes that stability was returning to the financial sector. Citibank
kicked off the markets’ rise when it said it was having its best quarter since 2007. The news sent the Dow Jones Industrial Average up 379
points Tuesday, thereby kicking off a week of gains.
Meanwhile, governments have stepped up efforts to avoid the first global economic contraction since World War II. Finance ministers from
around the world are meeting near London on Friday and Saturday to discuss ways to battle recession. Before the meeting began, Japan
pledged more aid for its economy, ordering a third stimulus package and announcing that it would sink more money into Japanese banks.
U.S. economic news
Retail sales may be stabilizing; deficit narrows; household wealth plunges
Sales at U.S. retailers in February fell less than forecast, and a gain in January exceeded previous estimates, indicating the largest part of the
economy may be starting to stabilize. The figures have boosted expectations that the decline in gross domestic product this quarter will be less
than anticipated.
The U.S. trade deficit narrowed in January to the lowest level in six years as Americans cut purchases. Imports fell faster than exports, and
that helped the trade gap shrink by 9.7% to $36 billion. The deficit has not been that small since October 2002.
U.S. household net worth dropped nearly 18% in 2008. This was the biggest loss since the U.S. Federal Reserve Board began tracking the
statistic after World War II.
Sources: MFS research; The Wall Street Journal; The Wall Street Journal Online; Bloomberg News; Financial Times.
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Thomas J. Hartfield is the President and Founder of Hartfield Financial and Insurance Services, Inc (HFIS) and has been successfully helping clients meet their long-term financial
goals for nearly 15 years. HFIS has built a name for itself as a trusted leader in Financial
Services and Insurance Planning.
Hartfield Financial and Insurance Services prides itself on offering a highly customized approach to investing with comprehensive financial plans, access to thousands of investment
products and a network of experienced accomplished professionals. As an independent
company, Hartfield Financial and Insurance Services offers a vast menu of financial products & services, unbiased investment advice and has the ability to partner with other accomplished financial service providers.

We’re on the Web!
HartfieldFinancial.com

“Helping Families
Preserve Their Wealth”

Providing a complete menu of financial services, over the years clients have put their trust
in HFIS to set up Tax Efficient Financial Plans, Qualified & Non-Qualified Retirement Plans,
IRAs, 529 Plans, Living Trusts, Estate Plans and much more. Committed to building longterm relationships with clients, Hartfield Financial & Insurance Services offers in-depth frequent reviews, educational workshops, plus service and support that is among the best in
the industry! As a result, the HFIS client base has grown to include a great number of highly
successful professionals and business leaders. As specialists in retirement planning regulations and employee benefit programs, Hartfield Financial & Insurance Services has also
built an impressive list of corporate clients.
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