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     Though you have heard 
these terms repeatedly over 
the years, a quick review 
would be helpful. There is no 
generally accepted definition 
of growth and value stocks, 
however, the investment 
community does agree on 
some broad characteris-
tics.  Value managers look 
for stocks that have fallen 
out of favor with Wall Street -
stocks of companies experi-
encing short-term problems 
but are expected to recover 
over the long-term, stocks in 
industries with reserved 
growth prospects and stocks 
that are undervalued by the 
market.  These stocks are 
usually characterized by a 
low Price to Earnings ratio 
(P/E), a low Price to Book 
Value ratio (P/B), low Price to 
Cash Flow and high dividend 
yields.  By contrast, growth 
managers look for stocks 
with accelerating earnings 
growth or accelerating sales 
growth.  These stocks are 
usually characterized by a 
high Price to Earnings ratio 
(P/E), a high Price to Book 

Value ratio (P/B), high Price 
to Cash Flow and low divi-
dend yields.   
  Value oriented portfolios 
have outperformed growth 
portfolios for the past 6 
years.  As value investors at 
heart, we now believe the 
resurgence of growth 
stocks has begun.  As many 

of you know, we have ex-
pressed this opinion over 
the past 12 months and 
continue to believe that 
large cap growth will outper-
form large cap value for the 
foreseeable future.           
(Cont. on pg. 3) 
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INFLATION:  AN EY E ON INTERES T RATES 
    We have been projecting 
higher interest rates for the 
past few years.  Last year, we 
were correct with short term 
rates increasing 14 times to 
the current fed fund rate of 
4.47%.  Naturally, we are still 
very cautious on bonds, even 
while many economists pre-

dict the interest rate in-
creases are coming to an 
end.  Our concern, however, 
especially when looking at 
the longer end of the market, 
is due to several forces on 
the economy and thus inter-
est rates as well.  The poten-
tial for long-term rates to rise  

include: our ever increasing 
trade deficit, our budget defi-
cit, rising energy prices, in-
creasing commodity prices, 
high consumer debt, the pre-
dictions of a weakening dol-
lar, a growing economy, and 
the potential for increased       
inflation. 

     Even if our fear of interest 
rate increases does not occur, 
the yield on long-term bonds 
(10 years plus) are at such low 
levels (the 30 year treasury is 
currently yielding 4.53%) that, 
in our opinion, an investment 
in long-term bonds is not an 
attractive one. 
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     It is no secret that most 
mutual fund and brokerage 
firms� statements make it 
virtually impossible for you to 
calculate your investment 
performance.  Possibly, this is 
because they do not want you 
to be able to quickly calculate 
your individual results.  There 
are many important points 
you must consider notably, 
RISK vs. REWARD or Risk 
Adjusted Return.  In the late 
90�s, many investors forgot 
about risk and boasted about 
their results.  These same 
investors, in many cases, 
have lost more than they 
could ever imagine due to 
their unallocated asset ap-

proach.  On the other side, 
some investors feel that the 
most risk they can take is in a 
bank CD.  This, in my opinion, 
may be too conservative for 
many investors.  While in 
certain circumstances, I 
strongly recommend CD�s, 
especially for clients in their 
90�s, I feel the total return 
after considering inflation 
and taxes makes these in-
vestments unsatisfactory for 
most younger clients.   
     Our goal is to help you re-
duce unnecessary risk while 
providing very competitive 
returns.  We always attempt to 
include your risk tolerance 
level in our investment deci-
sions.  We believe some of the 

major benefits we provide for 
our clients come directly from 
our risk adjusted approach.  
As you know, we do not recom-
mend mutual funds.  Rather, 
we purchase closed-end funds 
and structured investments, 
only when trading at a dis-
count from their net asset or 
liquidating value.  Keep in 
mind, with the NASDAQ still 
down 55% from its March 10th, 
2000 high as of 1/06, our 
conservative approach has 
produced exceptional risk-
adjusted returns.  For more 
information on risk reduction, 
please call Blue Bell Private 
Wealth Management  to 
schedule an appointment.  

you with a gain/loss tax 
statement which should 
greatly benefit you in prepar-
ing your taxes.  If you have 
taken any distributions from 
tax deferred annuities, you 
will receive a separate state-
ment from that financial 
institution, which also must 
be listed on your tax state-
ment.  In the past, we had 
the name, address, and 
phone number of your ac-
countant.  Unfortunately, this 

     Since most of our clients 
had accounts at previous 
firms, 2005 taxes will require 
a bit more attention to detail.  
When you meet with your 
accountant, it is important to 
show your brokerage infor-
mation from your previous 
firm and from your current 
custodian: Schwab Institu-
tional.  This is important as 
both companies will be re-
porting taxable transactions.  
We have recently provided 

information was not trans-
ferred from Morgan Stanley 
and we ask that you please 
call us with this information.  
This will allow us to update our 
database and recognize your 
accountants� name so we may 
answer any questions he or 
she may have.  As in past 
years, we encourage you to 
lessen your burden by having 
us speak directly to your pro-
fessional tax preparer.  
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HOW SHOULD Y OU BE JUDGING 
YOUR P ERFORM AN CE?  

IMP OR TA NT TAX IN FO R MATI ON 

The definition of a  
12b-1 charge is a 
marketing fee levied 
on mutual fund 
shareholders to pay 
for advertising and 
distribution costs, as 
well as broker 
compensation.   
     How would you 
like it if your doctor, 
dentist, lawyer, 
accountant or other 
professional service 
providers imposed an 
extra fee over and 
above their charge for 
professional services 
simply to enhance 
their advertising and 
market their practice?  
This fee is exactly 
what the great 
majority of mutual 
fund investors in this 
country pay!  The 12b-
1 fees charged (and 
not seen unless you 
read the prospectus) 
by-load and many no-
load funds are 
actually charged over 
and above their fee 
for managing your 
money.  This fee is 
solely used to market 
and advertise their 
fund.   
 
Outrageous in my 
opinion! 
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     One of our goals has 
always been to help you 
reduce your taxes.  In past 
newsletters, we discussed 
one area in particular, 
which provides substantial 
benefits, yet many times is 
overlooked: the STRETCH 
IRA.  Naturally, you under-
stand the benefits of saving 
for retirement through an 
IRA and once you reach age 
70 ½, you are required to 
take a minimum annual 
distribution.  While many 
are familiar with these as-
pects of an IRA, they are 
not so up to date with the 
rules for their beneficiaries.  
Substantial advantages 
may be achieved for many 

investors who can afford to 
do so by naming children or 
even grandchildren as their 
IRA beneficiary. As a non-
spouse, this allows the 
beneficiaries of an inher-
ited, traditional IRA the ad-
vantages of removing the 
money without penalty in a 
lump-sum or STRETCHING 
the benefits over their life-
time.  This flexibility pro-
vides a legacy, since your 
children or grandchildren, 
as beneficiaries, will be 
able to continue tax-
deferred growth over a sub-
stantial number of years.  
For more information, 
please contact us at 610-
825-3540. 

recovery, which we believe 
we are in.  Another reason 
for recommending growth is 
the cyclicality in the perform-
ance of growth vs. value.  
Over the long-term, both 
styles perform similarly, how-
ever, with the 6 year under-
performance of growth, it 
now seems under-priced 
compared to value.  There 
are many growth companies 
which are beginning to look 

(Continued from Cover)    
     As conservative investors, 
we are not suggesting a ma-
jor shift in our risk profile, 
but we believe overweighting 
growth in this market will 
produce superior results.  
There are several reasons 
for advising to overweight 
growth, not the least of 
which is history.  Historically, 
growth stocks do well in the 
late stages of an economic 

like value by raising their 
dividends as well as their 
percentage payment rate.  
To sum things up and put it 
more clearly: our belief is 
that large cap growth com-
panies offer a better value, 
thus conservative investors 
can currently afford to have 
a portion of their portfolio 
allocated to this asset class.  
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AVOIDING EXCESS CHARGES 

S T R E T C H I N G 

GROWTH VS.  VALUE (C O N T I N U E D ) 

under one advisor with one 
firm.  We do not charge IRA 
custodial fees, yet we provide 
management without com-
mission conflicts, with the 
sole purpose of keeping your 
best interests in mind.  Most 
investors who reach the age 
of 70 ½ understand the bene-
fits of having all of their IRA�s 
in one location; this makes 

taking their required mini-
mum distribution easier and 
more efficient.  If you would 
like to transfer an old IRA or 
401(k) from a previous em-
ployer, the process is rather 
simple and we will be most 
happy to assist you.  Please 
contact Justin or Joe with any 
IRA transfer questions you 
may have. 

     Over the past few years, 
the large, publicly traded bro-
kerage firms have quietly put 
many extra and unnecessary 
fees in place, which you can 
and should avoid.  One of 
these fees is the �privilege� of 
having an IRA account at their 
institution.  These fees are 
very easy to avoid by simply 
combining your IRA account 

15  
Things  
Not to 
Buy 

1. A, B, or C Share 
Mutual funds 

 
2. no load mutual 

funds with 12B1 
charges 

 
3. most tax-deferred 

annuities 
 
4. all immediate 

annuities 
 
5. non-liquid limited 

partnerships  
 
6. new issue closed-

end funds  
 
7. closed-end funds 

selling at a 
premium  

 
8. More insurance 

then you really 
need 

 
9. new issue callable 

preferred stocks  
 
10. callable preferred 

stocks selling at a 
discount if you 
believe interest 
rates will rise  

 
11. gold or silver 

bouillon  
 
12. Whole life 

insurance  
 
13. 20 or 30 year 

bonds selling at a 
discount (if you 
believe interest 
rates will rise)  

 
14. penny stocks  
 
15. unit investment 

trusts with 
commission 
charges 



sored Retirement Plan.  If 
you are not an active partici-
pant (and neither is your 
spouse if you are married, 
filing jointly) in an employer-
sponsored plan, you may 
fully deduct your contribu-
tion at any level of income. 
      2005 IRA contributions 
must be made by April 15th, 
2006. If you have not al-
ready done so, you still have 
time. Traditional and Roth 
IRA contribution limits for 
2005 are $4,000 if you are 
under age 50 and $4,500 if 
you are age 50 or older. 
Please remember to send in 
your contributions today.   
Be sure to give us a call to 
discuss your options. 

 Are you prepared for your 
Retirement?  
    Did you know that  you 
qualify for a Roth IRA at any 
age as long as you are a 
single individual with an 
earned income of less than 
$95,000 per year, or if you 
are married and you and 
your spouse have a com-
bined income of less than 
$150,000 per year?  
    You qualify for a Tradi-
tional IRA if you have 
earned income and are 
under 70½ years old.  Con-
tributions may not always 
be deductible if you or your 
spouse (if married filing 
jointly) are active partici-
pants in an Employer Spon-

PREPARING FOR RETIREMENT 

     Recently, one of my long-term clients called and referred his sister to me. He explained she is 
looking for financial advisor, not a stock broker. She apparently has experienced a number of prob-
lems with stock brokers from the largest brokerage firms.  Naturally, since I have been in the in-
vestment business for the last 34 years, I understand that finding the right financial advisor is ex-
tremely difficult, yet, extremely important. You may be thinking: what�s the difference between a 
fee-only advisor and a commission compensated stock or mutual fund broker? In explaining the 
difference between the fee-only advisor and commission compensated broker, it must be under-
stood that there are many fine, client-oriented advisors with both types of approach.  As a matter 
of fact, it was not that many years ago that finding a fee-only advisor at a brokerage firm was 
nearly impossible. Thankfully, things seem to be changing in the brokerage industry.  This change, 
however, is much too slow in coming for most investors who are seeking objective advice.  Fee-only 
advisors, such as Blue Bell Private Wealth Management, naturally must always have the best inter-
ests of their clients in mind. Why? Simply put, since we are only compensated on fees, we have no 
conflict of any kind.  We have no compensation benefit from purchase or sales of securities, no A 
or B or C share mutual fund commissions, no 12b-1 fees, no trail commissions, no unit trust fees, 
no hidden charges.  We earn no more (or less) from activity in our clients account. On the other 
hand, brokers who work on commission have much to gain from activity in their clients� accounts, 
or by selling high commission vehicles. Good brokers, who have the best interest of their clients in 
mind and only do what they believe is right, naturally deserve to make a living.  Those brokers who 
are looking out for themselves, in my opinion, should not even be in this business.  Unfortunately, 
the practice of selling unit trusts, load mutual funds, limited partnership, new issue closed end 
funds, certain annuities and other expensive programs like load mutual funds in an asset alloca-
tion fee-based account, still seem to be the popular choice for many commission oriented brokers.  
Since many of these fees and changes are very difficult for the average investor to track, the temp-
tation to use these products is great.  Everyone deserves to make a living, but since you, the client, 
are paying the charges, you deserve to know you are getting unbiased information, which is what 
you are paying for.  The difference we offer as independent advisors is that, unlike large public 
financial institutions that look at their overall profit and many times pressure their brokers to sell 
their own products, we have no proprietary products; we have no such relationship, and receive no 
commission of any kind. 

A MESSAG E FROM SCOTT 
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Contact us via e-mail: 
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Or Directly: 
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We�re on the Web! 
www.bluebellpwm.

com 

The opinions and analyses 

expressed in this newsletter 
are 

based on Blue Bell Private 
Wealth Management, LLC�s 

research and professional 
experience, and are ex-
pressed as of the date of our 
mailing of this newsletter. Cer-
tain information expressed 
represents an assessment at 
a specific point in time and is 
not intended to be a forecast 
or guarantee of future results, 
nor is it intended to speak to 
any future periods. Blue Bell 
makes no warranty or repre-
sentation, express or implied, 
nor does Blue Bell accept any 
liability, with respect to the 
information and data set forth 
herein, and Blue Bell specifi-
cally disclaims any duty to 
update any of the information 
and data contained in this 
newsletter. The information 
and data in this newsletter 
does not constitute legal, tax, 
accounting, investment or 


