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Message from the President

by Kevin Norris

As | was preparing my comments for the current
newsletter, it occurred to me that we have been besieged
with questions from clients over the past few months
about the stock market, economy, and risk. | thought in
this newsletter that | would attempt to address your most
frequently asked questions. | attempted to be very candid,
and to offer a historical perspective on the current situation
without inundating you with statistics. | hope this helps you
understand where we are and where we are likely going.

Q: Was the March 9th closing value of the Dow Jones Industrial Average of
6,594 the low for the current cycle?

A: While it is impossible for anybody to state with any degree of certainty whether or
not the stock market has bottomed, it does occur to us that the probability of having
hit a bottom is fairly high. While a plethora of people make their living as market and
economic forecasters, there is overwhelming evidence that short-term forecasting

is impossible. Noted economist John Kenneth Galbraith observed, “The function of
economic forecasting is to make astrology look respectable.”

Pragmatic investor Warren Buffett once wrote, “I can’t predict the short-term direction
of the stock market...What is likely...is that the market will move higher, perhaps
substantially so, well before either sentiment or the economy turns up. So if you wait
for the robins, spring will be over.” While we can’t predict the short-term direction of
the market or economy, we do know that the market is likely to recover well before
there are clear signs of the economy improving. A review of average cyclical patterns
since 1970 indicates that the market has tended to bottom months before the
economy.

Q: Why should I be invested in stocks at all?

A: The wisdom of investing in stocks over the past few years has been called into
question. With bonds actually outperforming stocks over the last decade with far
less risk, this is a valid question. However, this very fact explains why every portfolio
should hold an appropriate amount of stocks, given their situation. Over long periods
of time, particularly in a low interest rate environment like we have today, stocks have
produced better returns adjusted for inflation than bonds. If risk is defined as the
possibility of having a negative return adjusted for inflation, then bonds, at today’s
interest rates, are far riskier than stocks.

Q: Will bond and stock returns be comparable over the next ten years as
they were during the past ten?

A: Although commentators and the public are more pessimistic than ever, it has
historically been very profitable to invest in the stock market after a decade of below

continued on back

...that I'm a Notary Public?

A Notary Public is someone
who is appointed by the
state government to witness
the signing of important
documents and to administer
oaths. The reason why
some documents need to be
notarized is to deter fraud
and to ensure that they are  Christine Baluk
properly executed. If you ~ Research Analyst &
should ever come across a  ‘Admimistration
document that needs to be notarized, please stop by
the office at any time and I'll be happy to assist you.

... that you can “Go Green” with
TD Ameritrade?

Is your mailbox cluttered with statements and trade
confirmations from TD Ameritrade? You can opt to
have these delivered electronically instead. Not only
will this free up some of your clutter, but you will also
be doing your part to help the environment.

...that you can download your
TD Ameritrade transactions into
Quicken, TurboTax and MS Money?

For those of you who closely monitor your income,
expenses, and investment activity via Quicken and
MS Money, we can arrange for your investment
activity to be easily downloaded. Furthermore, when
tax season rolls around, the pertinent information
needed to complete your taxes (such as purchases
and sales) can be downloaded directly into TurboTax.
If you are interested, please contact me at
chaluk@girardpartners.com to get you set up.
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Should You Convert Your
Traditional IRA to a Roth [RA?

by Mike McCort, VP & Financial
Analyst & Don Naimoli, VP & Director
of Fiduciary Services & Operations

My name may be new to many
long-time clients, so this is a good
opportunity to introduce myself. | joined
Girard Partners in April 2009 and had
the honor of opening the first Girard
Partners adjunct office in Fort Myers, Florida. I've been in the financial services
industry for 18 years and worked as a Vice President/Financial Consultant with
Charles Schwab & Co. for 12 years prior to joining Girard Partners.

As a Financial Advisor, | help clients with all aspects of investment planning
and one question I've been asked more frequently this year has been, Does it
make sense to convert my Traditional IRA to a Roth IRA? Don Naimoli, VP &
Director of Fiduciary Services & Operations and | have collaborated to answer
this question. This is often a complex question and because every individual’s
situation is different, it's important to consult directly with your advisor and tax
professional for guidance on this decision.

In 2009, only investors with adjusted gross income (AGI) of less than $100,000
were eligible to convert assets from a Traditional IRA to a Roth IRA. Beginning

in 2010, tax law changes make investors of all income levels eligible for
conversion. Any amount you convert will still be taxed as ordinary income
although the change to the law included another, perhaps larger, benefit. If you
make the conversion in 2010, the tax owed can be spread over the following two
years, due in 2011 and 2012, instead of taking a hit all in one year.

Many economists and financial pundits are saying the tax rates now will prove
to be much lower than they will be in the future. Since distributions from a Roth
IRA (after qualifications are met) are completely tax free and distributions from
traditional IRA’s are taxed as ordinary income, this may make conversion more
attractive to people worried about future tax increases. The Roth also offers
another advantage in that there are no required minimum distributions (RMD)
atage 70 Y2 as is the case with Traditional IRA assets. If you don’t expect to
use those assets in retirement, or only expect to use part of them, you can allow
those assets to grow and pass more on to your heirs.

Many retirees have said they believe a conversion would not make sense
because of their age. Even for retirees currently receiving Social Security
benefits, a conversion may be well worth it. Although a conversion may increase
the amount of Social Security that is taxable in the year of the conversion, it
could reduce the amount subject to tax in future years since distributions from a
Roth IRA are not used to determine the level of Social Security subject to tax.

Of course, there are situations where converting assets would not make sense.
If you expect to be in a significantly lower tax bracket in retirement, conversion
may not be right for you. Also, if converting would push you into a higher tax
bracket for the year in which you convert, you may lose other tax credits or
deductions you would normally be eligible for.

As you can see, there are many potential advantages and pitfalls when
converting assets from a Traditional IRA to a Roth IRA. It is important to review
your specifics with Girard Partners and your tax professional to make sure your
decision is the most appropriate for you.
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average returns. In fact, there have been ten rolling
10-year periods since 1928 when the Standard &
Poor’s 500 index returned less than 5% per year.

In every case, the 10 years that followed produced
satisfactory returns averaging approximately 13% per
year. While we can’t know for certain what the next
10 years hold, it is likely to be better than the past

10 years.

The last 18 months have been one of the most difficult
periods in Girard Partners’ history. I'm very proud

of our team, who put in longer hours, made many
sacrifices, stayed calm in the face of uncertainty, and
kept you informed and optimistic that everything would
ultimately return to normal.

But I'm even more grateful to our clients for
maintaining their trust and confidence in what we

try to do here. Not only were you stressed by what
was occurring in the world, you acknowledged how
stressful this job can be during very difficult times.
Many of you expressed concern as to how we were
dealing with the financial and economic adversity. For
that, we are humbled and extremely appreciative. |
continually reiterate to our team how fortunate we are
to have such understanding clients and to never take
your trust in us for granted. Thank you.
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