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What Is Bitcoin?
Is this new cryptocurrency a reliable investment opportunity?
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While you’ve probably heard of
bitcoin, you may be wondering what it
is and whether it is a safe investment.
Bitcoin is a new form of digital
currency that is created and held
electronically. It is a digital token—
with no physical backing—that can be
sent electronically from one user to
another anywhere in the world.
Bitcoins are stored and moved on
the first payment network that is
not centralized or controlled by a
company or a country. It is completely
decentralized. On a conventional
payment network, the network
owner (for instance, MasterCard)
promises to redeem balances for
conventional currencies like dollars
or euros. Because there is no bitcoin
company, no one guarantees the
monetary value of bitcoin. Its value is
determined by supply and demand.
When bitcoins were invented in 2009,
they were worth little. The story is
that the very first real-world bitcoin
transaction occurred in May 2010
when 10,000 bitcoins were used to
purchase two pizzas. At that time,
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bitcoins were trading for less than a
penny each.
As the bitcoin community grew,
the value increased, creating pricing
bubbles and subsequent bursts, with
values rising and falling, sometimes
precipitously. There have been four
major bitcoin booms. The first three
major booms resulted in bitcoin’s
price crashing by 80% or more each
time. The current boom has placed
the value of bitcoin above $10,000
and has left many wondering if
another crash is coming.
If you are an ordinary American
consumer, you probably do not have
a need to own bitcoin. However,
bitcoin has shown enduring popularity
with illicit transactions. Underground
websites serve as an eBay-like
platform for buying and selling illegal
drugs because no one currently
has the power to block bitcoin
transactions.
So the question arises: Why would
bitcoin be worth so much today?
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THE PRESIDENT’S WORD

The Consequences of Poor
Investment Decisions
Trying to time the market often leaves investors with
significantly lower returns.
The average domestic-stock mutualfund investor has earned about half of
what they would have earned by buying
and holding an S&P 500 index fund.Yet,
most of these investors receive help
from a financial professional. Is this
low return the fault of their financial
professional? Sometimes but not
necessarily.
What, then, is going on? No matter
what the state of the market—boom
or bust—investment results are more
dependent on individual investor
behavior than on market performance.
Mutual-fund investors who hold on to
their investments are more successful
than those who try to time the
market.*
It is so tempting to respond to the
news or to financial predictions. But
that is putting the emphasis on the
wrong facts. Investment results are

more dependent on investor behavior
than virtually anything else.
We decided to put this to the test
within our own client base. We
encourage every client to stay fully
invested with balanced, diversified
portfolios throughout the market
cycles. We then track the sinceinception investment returns for every
single client.
The result? Of our clients who have
been with us for at least ten years, all
but four stayed invested throughout
the market fluctuations over the past
decade and longer. The four clients
who did not follow our advice but
instead decided to time when to be in
or out of the market ended up with
returns totaling about half of those of
our other clients during the same time
period.

Bruce Jentner, CFP®, President

Fortunately for these four investors,
they acknowledge that they have
learned from their mistakes. They are
now committed to staying invested in
spite of the market fluctuations. No
longer responding to short-term market
predictions, they have earned significant,
meaningful returns on their portfolios
since that time. Kudos to them!
If you invest for long-term results,
ignore the short-term noise, and stay
fully invested with a balanced portfolio.
Don’t try to time the markets. For most
of us, this is a foolish endeavor.
* Dalbar’s 23rd Annual Quantitative Analysis of
Investor Behavior (period ending 12/31/2016)

What Is Bitcoin?
continued from page 1

There may be several reasons:
• Bitcoin speculators may simply be
delusional.
• Some believe that, given more time,
bitcoin will become a legitimate
currency.
• People who want to buy and sell
without government intervention
find it useful.
• Bitcoin can be transferred
electronically all over the world.

• Some people who do not have
confidence in traditional monetary
systems believe holding bitcoin will
be a means of storing wealth when
the traditional financial markets
collapse.

Investing in bitcoin is extremely
risky. Multiple times, it has lost 80%
of its value within days. And like any
concentrated holding, there are no

guarantees that bitcoin will recover
after a crash. Even holding bitcoins
can be risky. If your hard drive
crashes, if you forget your password
to your web wallet, or if someone
puts bitcoin-stealing malware on
your computer, you could lose your
bitcoins forever.
Bottom line: Do not invest money in
bitcoin that you cannot afford to lose.
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How to Invest in 2018

Prudent investing is about making a plan and sticking with it, even if you have to
ignore the media.
Here we are, at the beginning of
another new year. 2017 was a strong
year in the global stock market. But,
how should one invest in 2018?
Just spending a little time reading
various financial prognostications, the
recommendations are boundless. For
example:

• The 5 Best Investments You
Can Make in 2018
• Investing for 2018: ‘Boring’ Is
Better: Here’s Why
• 7 of the Best Stocks to Buy for
2018

Or better yet…

• 7 of the Best Tech Stocks to
Buy for 2018
• 7 of the Best Energy Stocks to
Buy for 2018
• 3 Must-Own Stocks in 2018 –
Find Them Here

Or, for the more faint-hearted…

• Where Should I Invest for a
Safe Return?

As I read all of these prognostications
and recommendations, there were so
many different opinions. Why do this
many prognostications get published?

How does one do this in practical, reallife terms?
1. Invest globally. Don’t rely on any
one country to meet all your needs.
2. Avoid actively managed
investments. Use index funds and
asset-class funds. Why? They are
lower-cost, more-diversified, and
more tax-efficient. And over the long
term, they tend to provide better
returns.
3. Don’t try to time when to be in or
out of the market. Why? Because
the risk of being out of the market
during the unexpected upturns has
historically been more risky than
being in the market during the
temporary downturns.
4. Focus on an investment allocation
that is risk-appropriate for your
risk tolerance. The key is to
develop a portfolio that you are
comfortable with no matter what
happens day to day in the markets.

In summary, is there a sound way to
improve your probability of achieving
and maintaining financial independence?
Yes, we believe there is. But it is not
the way traditionally advocated by Wall
Street or the majority of financial news
media.

They get published because they know
us as human beings. We are all looking
for the silver bullet. Whether it is the
investment tip that provides financial
independence or the fountain of youth,
we are all secretly looking for the inside
tip to success.
Here are the facts: Predicting the
market is difficult at best and is
impossible over the long term.
So, what is the answer? Diversification:
Don’t put all of your eggs in one basket.

Matthew R. Jentner, CPA, CFP®
Director of Wealth Management

Use Market Volatility to
Your Advantage
None of us like investment volatility, but
perhaps there can be a positive in the
midst of the volatility.
Winston Churchill said, “A pessimist
sees the difficulty in every opportunity.
An optimist sees the opportunity in
every difficulty.” Sometimes the optimist
does not give enough attention to the
inevitable challenges, and sometimes
the pessimist does not recognize
the potential benefits. We need the
perspectives of both the optimist
and the pessimist to provide balance.
Similarly, balancing both the risks and
rewards of investing is a key component
of a successful investment strategy.
In our opinion, there are several ways to
take advantage of the inevitable market
volatility:
1. Prepare for the inevitable:
Recognize that the markets fluctuate.
But with broad diversification, it is
unlikely that an investment portfolio
will experience a permanent loss
as long as you don’t panic and sell
when the market is down. If you have
a long-term time frame, diversify,
and do not let short-term market
fluctuations derail your plan.
2. Focus on what you can control:
None of us control the stock
market, interest rates, or inflation.
But, we can control our investment
strategy. Commit to staying fully
invested throughout market cycles
and periodically rebalance your
investment portfolio. By doing so,
you can capture the gains from
what is doing well and can buy into
those areas of the market that are
struggling and “on sale.”

Don’t be a negativist who only sees the
risk. Instead, put the inevitable market
fluctuations into a proper long-term
perspective.
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Is There a Free Lunch Waiting
in the Stock Markets?
Are there areas of the stock market
where stock prices are not efficient,
and skillful investors can discover
bargains overlooked by other
investors?
The recent Standard & Poor’s Index
vs. Active Scorecard has once again
acknowledged that the majority of
active stock managers in both the
U.S and international markets have
underperformed their respective
index benchmark.

paying attention to small stocks,
the argument goes, how could their
prices be accurate? This may have had
some merit 150 years ago, but in the
current information age, hundreds
of billions of dollars are spent by
investors each year looking for pricing
errors.

Another argument is that people in
small companies and in emergingmarket countries are not as bright
as people in large companies and
markets like the U.S and Europe.
Even if Wall Street managers concede However, the historical evidence
this may be true for large companies
shows that even in small company
in the United States and Europe, many and emerging markets, people are
claim that smaller markets—like small bright and highly motivated to look
U.S. company stocks or stocks of
for investment opportunities, making
emerging markets like Brazil, Poland,
these markets very efficient.
and India—are inefficiently priced and,
therefore, prime targets for active
Be cautious of active stock picking.
management. However, there is no
Using broad, global, passively
historical evidence to support this
engineered diversification paired with
view.
low investment-management fees
may allow you to invest successfully
One argument for inefficient small
for your long-term financial
stock prices is that small stocks are
independence.
often neglected. If few people are
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