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Now Is A Good Time To Be In The Market 

   The bull is off the ground and 
at least is now walking, (not me, 
the market) resulting in a second 
quarter of 2003 with net gains 
for nearly all our securities cli-
ents.  When that stack of quar-
terly reports came in from every 
investment company we do busi-
ness with, I poured through 
them as if they were my own.  
Indeed, I do have a vested inter-
est in seeing that my clients do 
well.  On that point, we are 
happy to say that most of our 
clients stay with us on a long 
term basis. 

   One of the most fundamental 
strategies we utilize is to buy and 
hold.  However, that is not abso-
lute by any means, and when 
reasons and circumstances call 
for making changes, I am happy 
to comply and execute said 
changes. 

   Also fundamental is to buy 
good value, but I never try to 
time the market.  With the mar-
ket as huge as it is, there are 
always good values to buy, and 
good strategies to pursue.  

   The risk tolerance ratio of an 
individual, or couple, is one of 

the primary determinants as to 
the securities we recommend to 
accomplish their goals.  Occa-
sionally, we discover someone 
who doesn’t need to be in the 
market at all, because their fear 
of the ups and downs is just too 
great to justify the angst associ-
ated with potentially volatile 
trends.  We place these folks in 
guaranteed annuities.  When 
they don’t  lose money, and of-
ten show a modest gain, they 
think we have hung the moon.  I 
am happy for them to think that 
way, because it means that we 
have either met or exceeded 
their desired expectations. 

   Another product I frequently 
utilize is balanced mutual funds.  
These funds will never lead an up 
market.  Although past perform-
ance is no guarantee of future 
results, they historically have 
respectable gains over a long 
period of time They might be 
seen as a great equalizer in a 
sudden down market, or a good 
hedge bet when it is anyone’s 
guess which way the market 
might go. 

 

growth of the economy for the 
next year or so.  

This generally means that there 
will be some growth in enough 
of the market to produce pos i-
tive figures in the Gross National 
Product of the Nation. 

Investors can often gain from 
being positioned well in the early 
stages of a new bull market.

I have seen numerous examples 
of investing on the market’s best 
day compared to investing on 
the worst day of the market 
every year for twenty years.  
The end results are generally less 
than 2% difference.  

Typically, the biggest mistake 
one can make with the market is 
not being in it.  That line was 

hard to sell during the last three 
years, as the market regurgitated 
to correct long overdue adjust-
ments. 

While no one can predict the 
future of the market, he reason I 
say now is a good time to be in 
the market is because the reces-
sion is over and many econo-
mists predict slow, but positive 
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     Financial Choices  
The Bull is Walking! 

   One of my professional clients 
bought into the “value” strategy 
in a big way.  Value investing is 
buying assets, in this case, mutual 
funds, that are comprised of 
companies that may be under 
priced for their potential. 
 
   The client covered the market 
with investments in small capi-
talization, medium capitalization, 
and large capitalization funds.  
We did this a short time before 
the market hit bottom, but all is 
well above the starting point 
now and positioned for growth. 
 
   The bull may not be running, 
but he is definitely walking with a 
little swagger. 
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The Way We Were 

Long Term Care 

technology sector fell out.  For-
tunately, not many of our clients 
were very deep in technology. 

The mid to late ’90s spoiled 
some of us into feeling certain 
entit lements of performance.  
We could throw a dart at the list 
of stocks and do well with those 
struck.  So could a chimpanzee.   

   We are in a new reality now, 
and one that I believe will be 
more stable well into the future.  
No, I have no crystal ball, but I 
have learned a great deal from 
the way we were.                                     

   Before March of this year, 
most of us that were invested 
were wondering how much 
lower our holdings could go.  
We were also concerned that 
when the market turned around 
(and it always has) whether we 
were invested in the best portfo-
lio for us for a financial recovery. 

   Most of our clients were hold-
ing in the trenches, but they 
were holding with assets that 
have the potential to recover 
well. Others needed a change of 
pace. 

   Mutual funds are inherently 
diversified, holding assets of 
many companies.  They can also 

be more refined, such a fund that 
specializes in companies in a 
particular sector of the econ-
omy, such as leisure and recrea-
tion properties. 

   There are even socially con-
scious funds that do not directly 
invest in “sin” stocks, such as 
alcohol, gambling, tobacco, and 
such. 

   Some of us have a history with 
technology assets, and exper i-
enced the “irrational exuber-
ance” of Alan Greenspan’s com-
ment about the market at its 
overpriced highs, only to be 
thrown into the doldrums of 
despair when the bottom of the 

burdened.  They typically do not 
qualify for government benefits, 
and the costs can erode their 
assets quickly.  There goes the 
savings, the business, the invest-
ments, and perhaps the home to 
pay these costs. 

About half the population over 
age 65 will require some length 
of stay in a nursing facility, and 
the average visit is about three 
years. 

Long Term Care Insurance is 
usually the solution. 

The average nursing home cost 
is around $56,000 per year, 
which includes the highest cost 
in Connecticut of about $90,000 
to the lowest cost in Louisiana of 
around $36,000.  

Two classes of individuals do not 
need Long Term Care Insurance.  
They are 1) the rich, and 2) the 
poor.  Everyone else does need 
to consider it. 

A millionaire may be rich by 
many standards, but a person 

with $1,000,000 of income pro-
ducing  property, will essentially 
pay all earnings of 6% or so for 
the cost of nursing home care.  
That is a fortunate person in-
deed, but he or she is no longer 
able to grow the estate for heirs 
and generations to follow. 

The poor are provided for by 
the government, although per-
haps not quite the same accom-
modations as the rich. 

The middle class are the most 

Insurance Audit 
mistress received the complete 
death benefit income tax free, 
and the widow was deemed to 
have made a gift to the mistress 
of half (community property 
interest) of the death proceeds 
and was required to pay a gift 
tax for the right to transfer such 
funds from her estate to the 
girlfriend. 

Most persons are simply not 
aware of the potential for disas-
ter within their own plans.  

Most of us have heard of the IRS 
audit, but we might ask, “What is 
an insurance audit?” 

This is the process of not only 
reviewing all of one’s insurance 
coverage, but also verifying its 
provisions and current status.  

Then, the specifics are compared 
to current needs to determine 
whether the portfolio still meets 
expectations.  

Also, the documents are looked 

at in terms of any tax ramifica-
tions that may be lurking in the 
shadows. 

Consider a case where a life 
insurance policyholder who had 
taken out a policy naming his 
spouse the beneficiary, only to 
change the beneficiary later to 
his mistress.  

Upon his death, in a community 
property state, to the widow’s 
surprise and amazement, the 

What were we thinking? 

Determine your position! 
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“There goes the 
savings, the business, 
the investments, and 
perhaps the home to 
pay these costs.” 
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Tax Efficient & Tax Deferral Investment Vehicles 

Cash Value Life Insurance  
As A Supplemental Income Stream  
For Retirement 

The Annual Review 

ing no current income tax on 
capital gains is the Deferred An-
nuity,* yet it technically isn’t an 
investment product at all.  It is 
an insurance product, as only 
insurance companies, not invest-
ment companies, issue annuities.  

   There are several tax advan-
tages with the deferred annuity.  
First, you pay no income tax 
currently on the gains.  They are 
deferred.  Secondly, you are 
earning interest on the tax por-
tion which you did not pay cur-
rently.  The third dip is upon 
distribution if you decide to an-
nuitize.  An exclusion ratio is 
developed that lets you get a 
portion of each payment as a 
return of your basis, so you only 
report the gain on your tax bill. 

   One of the insidious, yet nev-
ertheless viable elements of 
some investment vehicles is how 
they impact your income taxes.  

In a mutual fund we are inter-
ested in their turnover ratio.  
The lower the turnover, the 
lower the current capital gains.   

   This is so because when assets 
are sold, those gains (or losses) 
are determined and reported.  If 
it isn’t sold, the capital gain isn’t 
realized. 

   In the la st few years, many 
mutual funds have been repos i-
tioning their holdings for another 
holding period, resulting in capi-
tal gains to the shareholders, 
even, in some cases, if the share-
holders lost money.  The mutual 

fund company may have bought 
their shares, from which you 
bought yours, at a much lower 
price long ago.  Then, the invest-
ment company sold its shares, 
they had a gain which was passed 
along proportionately to the 
mutual fund shareholders.  

   You might want to study the 
income tax efficiency of any  
mutual funds you are consider-
ing. 

Of course, there are tax free 
investments, such as Municipal 
Bond Mutual Funds.  The tax 
free element usually infers their 
tax treatment for Federal taxes, 
as gains are often taxed by the 
State.  

   An investment vehicle for pay-

assets, whether you are cur-
rently taking any distributions, or 
plan to in the future.  Every dis-
tribution has some element of a 
tax consideration. 

   Sometimes beneficiary designa-
tions need to be updated.  Has 
the beneficiary predeceased you?  
Is there a contingent beneficiary?  

   In summary, it just makes good 
business sense to review things 
in total at least once each year.  
A small investment in time will 
save you  possible grief down the 
road. 

   One of the best techniques for 
staying on course with decisions 
you have made in the past, is to 
set up an annual review session. 

   Depending upon your portfo-
lio, it generally takes less than 
two hours, but can save count-
less hours spent in re-learning 
what you have done on your 
own. 

   Experts in planning tell us that 
every hour spent in planning 
saves up to ten hours in the exe-

cution of your plans.       

   Typically, we will prepare a 
portfolio summary as a place to 
start.  As we review the su m-
mary, we discuss the reasons we 
did what we did, and see if they 
are still valid. 

   We help determine where one 
is in relation to his or her goals, 
and look at any adjustments that 
need to be made. 

   We also discuss distribution of 

one’s lifetime, as that occurrence 
would create a significant taxable 
event. 

   Usually, there is a residual 
amount of life insurance that will 
be paid, even after all of the in-
come is paid out, and this death 
benefit is income tax free.  It also 
bypasses one’s probate estate 
and is paid directly to one’s 
beneficiaries named in the policy. 

   Tax benefits make it work! 

   If the krugerrand had as many 
inherent favorable tax benefits as 
cash value life insurance, we 
would use it as a supplemental 
income stream for retirement, 
but it doesn’t. 

   The cash value of the life insu r-
ance policy builds on a tax-
deferred basis.  Upon retire-
ment, an income stream can be 
set up to return the cash build 
up, both principal  and gains as 
tax-free under current law by 

using loans.  The guaranteed 
crediting rate is continued to be 
paid on the borrowed proceeds 
of the policy to largely offset the 
interest charges for the loans.  In 
any event, any difference is paid 
out of the cash value.  

   The death benefit of the policy 
is reduced by the income 
stream, but must be expected to 
continue well beyond normal life 
expectancy to prevent the policy 
from running out of gas during 

“Income tax benefits 
make it work”! 

Don’t hesitate to pick up 
the phone. 
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* Distributions from annuities 
are taxed as ordinary income.  
There are penalties for with-
drawals prior to age 59 1/2, 
and surrender charges may 
apply. 



How Can I Know What Is Best For Me? 
   The short answer is that it is 
really difficult to know.  Most 
persons are busy being success-
ful, or otherwise running their 
own lives to the best of their 
abilities, no small challenge in 
itself. 

   The total information known 
to mankind is said to be doubling 
about every eighteen months.  

   If you run a business of making 
widgets, you know widgets, your 
family, most of the big story 
world events, your hobbies and a 
few other things.   

   You can’t possibly have time 
to research and learn the essen-
tial elements of knowledge, nor 
to develop the skills to advise 
yourself on the myriad of finan-
cial challenges unless you ma-
jored in Finance, acquired pro-
fessional designations, or logged 

a lot of experience in the field 
with persons similar to yourself. 

   You are intelligent enough to 
go to an auto mechanic to repair 
your car, to a physician for a 
physical ailment, to a CPA for 
tax resolutions, or an attorney 
to draft your will. 

   Likewise, it makes sense to use 
the services of a financial ser-
vices professional for insurance 
and investments.  That person 
needs to know your circum-
stances, be knowledgeable, ap-
proachable, and have a genuine 
interest in helping you. 

   With this in mind, I apply for 
the job of either continuing to 
serve your needs, or to begin 
serving your needs, as it may 
apply. 

   The best way for one to know 
what is best, is to acquire 

For almost forty years, I have been helping people 
solve financial problems.  The slogan of Horton Finan-
cial Services is “Meeting Financial Challenges 
Every  Day”!   

Our firm is paid for distributing insurance and invest-
ment products, but the nature of our business is plan-
ning, working with each client, one at a time, to help 
them achieve certain financial objectives. 

We have never focused upon our personal income, 
but upon doing the right thing for the client, consid-
ering the income a by-product of our service. 

We have impacted over 2,000 lives in a positive way 
over the years, and continue to grow our business 
one client at a time, typically upon referral from ex-
isting satisfied clients. 

Our pledge to you is that we will always strive to 
merit your continued trust and confidence. 

Raymond C. Horton, Sr. 

enough of the basic knowledge 
about the subject matter to un-
derstand the essential elements 
of recommendations made by 
the professional, and to have 
trust and faith in the professional 
that is acquired either through a 
strong referral source, or by 
actual experience. 

   Trust, but never be without 
prudent observation and interac-
tion. 

   In most situations, the profes-
sional is continuing to earn 
money on your portfolio.  Don’t 
hesitate to call and ask ques-
tions, or inquire to be informed 
about your portfolio, or any of 
its specifics. 

   Rarely is the customer always 
right, but the customer is king.   
Without them, we serve no pur-
pose.  

Horton Financial Services, LLC 
One Texas Centre  415 Texas Av., Suite 333 

Shreveport, LA 71101-3540 

Phone 318-222-8600  or   888-897-8800  
 

Fax 318-222-4023  or   888-809-2100 

Meeting Financial Challenges Every Day! 

WE are on the web.  
Visit us at www.

HortonFinancial.com 
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