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First Quarter, 2008

Here are selected rate of return numbers as of

12/31/2007*:

Dow Jones Industrials +8.89%

S&P 500 Index +5.49%

NASDAQ Composite +9.81%

MSCI World (ex. U.S.) in U.S. dollars +12.44%

Russell 2000 -1.57%

Russell 1000 Value Index -0.17%

Russell 1000 Growth Index +11.81%

Major Bond Indexes

U.S. Treasury – Intermediate +8.83%

Lehman Brothers/U.S. Aggregate +6.97%

Mutual Funds

Large-Cap Growth (Morningstar) +12.34%

Large-Cap Value -0.43%

Small-Cap Growth +11.08%
(Source: Morningstar)

*Inclusion of these indexes is for illustrative purposes only. Keep

in mind that individuals cannot invest directly in any index, and

index performance does not include transaction costs or other

fees, which will affect actual investment performance. Individual

investor’s results will vary. Past performance does not guarantee

future results.

Excerpt from Shelby M.C. Davis, Advisor and

Founder of Davis Advisors:

Looking back at my long career on Wall Street

beginning in the 1950s I can offer certain key

lessons that helped make me a more successful

investor and that I believe have perennial

applicability. Chief among these is that

successful investing starts with the discipline of

being a realist, basing one’s view on facts, data

and research, and not staking out overly

simplistic positions like blind optimism or

stubborn pessimism. Optimism is dangerous if

it leads to

thinking

that risks

are either

highly

improbable

or worse,

not present

at all. The Internet bubble of the late 1990s and

the valuations many paid to own shares of

Internet-related companies—some of which

generated no profits—showed a degree of

complacency toward risk that bordered on

suspension of disbelief on a mass scale. That,

like other bubbles before it, ended in a painful

correction once reality set in.

(over)

FINANCIAL MARKET UPDATE INVESTING IN TODAY’S

GLOBAL MARKET

“Nothing is so firmly believed as
when we least know.”

(Michel Montaigne)
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Even in less frothy times, businesses do battle

to maintain their earnings power in the face of

ongoing risks such as competition, disruptive

technologies or both. The Big Three

automakers have become shells of their former

selves due to competition from abroad.

Eastman Kodak, a former giant in the world of

film, has had to adapt to the digital age or face

extinction. AOL, which just 10 years ago was

the dominant player among Internet service

providers, now struggles to remain relevant to

consumers who can obtain high-speed Internet

service from any number of providers. As long

as the world keeps changing, there is risk.

Conversely all significant periods of stock

market history have come with their fair share

of big opportunities to make money as well.*

Even periods marked by

severe economic, social and

political strife have offered

fortunes to enterprising

investors with the nimbleness

and independence of mind to

adapt to the circumstances.

The decade of the 1970s

comes to mind with

stagflation, the OPEC oil embargo, the Vietnam

War, and the hostage crisis. While many of the

headlines at the time were negative, stock

pickers who looked hard enough could make

money. For instance, Davis Advisors owned

many energy and natural resource-related

businesses at the time that vastly outperformed

the broader market.* The savings and loan

(S&L) crisis of the late 1980s is another

case in point. In the depths of turmoil, more

than a thousand disciplined lenders went

bankrupt under the weight of bad loans, yet

banks like Wells Fargo and S&L Golden West

Financial (now part of Wachovia Corp.) that

had built up good balance sheets and

maintained strong underwriting disciplines not

only survived, but thrived by taking market

share. So opportunity resides even in the

harshest of market environments, a fact that

once prompted my father, Shelby Cullom

Davis, to remark, “You make most of your

money in a bear market, you just don’t realize it

at the time.”

In short, both opportunity

and risk are ever present

in a realist’s world. Our

job as investors is to

handpick situations where

we feel the facts and the

data suggest the

risk/reward trade-off is

strongly tilted in our

favor. By owning enough of these investments

and continually looking for more, Davis

Advisors’ aim is to maximize the likelihood that

our clients will enjoy the substantial rewards of

consistent long-term compounding.

*Past performance in not a guarantee of future results.

If you would like a copy of the complete article,

please contact our office at (425) 822-8122.
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A small percentage of our clients who were

required to take an IRA distribution during

2007, Required Minimum Distribution (RMD),

will be receiving a letter from Raymond James

indicating there was an error on the December

statements regarding the amount of your RMD.

The section of the statement that displays the

information related to your IRA RMD

obligation and status, presented an incorrect

calculation.

We want to assure each of you that the problem

causing this error has been corrected and the

amount shown on your statement was not used

when we at Miller Advisors determined the

amount of your RMD for 2007. Please know

that you have taken no less than the correct

required minimum amount from your IRA for

2007. We apologize for any concern this error

may have caused.

Below are some statistics that we thought you’d

find interesting:

 From Low to High – After having fallen 49%

over a 2 ½ year period, the S&P 500

bottomed at 777 at the close of 10/09/2002.

Exactly 5 years later on 10/09/2007, the S&P

500 peaked at 1565. Over the 5-year period,

the S&P 500 gained +120% (total return),

an average annual return of +17.1%. The

S&P 500 is an unmanaged index of 500

widely held stocks that is generally

considered representative of the US stock

market (source: BTN Research).

 That’s $2 Trillion a

Year – $1 out of

every $7 spent in the

US economy is

health-care related

(source: Wall Street

Journal, Department

of Commerce).

 Not as Rich – Only 37% of Americans believe

their standard of living during retirement

will be equal to or greater than the lifestyle

they maintained during their working years

(source: Mercer Workplace Survey).

 Tax Fact – a taxable income level of $100,000

for a joint return would place a couple in

the 25% marginal tax

bracket in 2008. A

decade earlier (1998),

a taxable income level

of $100,000 for a joint

return would be

subject to a 28%

marginal tax rate.

Twenty years ago (1988), the corresponding

marginal tax rate was 33% (source: Tax

Policy Center).

(over)

IRA DISTRIBUTIONS

FACTS THAT COUNT
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Make the most of your tax-deferral

opportunities. This table below highlights 2008

contribution limits for the more popular

retirement savings accounts. Contribution

limits for Traditional and Roth IRAs increase to

$5,000 in 2008.

Retirement Plan Annual Contribution Limits

Contribution

Limits

Additional

Catch-up

Contributions*

2007 2008 2007 2008

401(k),

403(b), 457

Plans

$15,500 $15,500 $5,000 $5,000

SIMPLE

IRA Plan

$10,500 $10,500 $2,500 $2,500

Traditional

or Roth

IRA

$4,000 $5,000 $1,000 $1,000

* For participants age 50 or older in the year for which the

contribution is made.

Included in this mailing is a letter directed to

your CPA. This letter gives the CPA

permission to provide Miller Advisors a copy

of your 2007 tax return. If working with a CPA

to prepare your taxes, please sign the letter and

send to your CPA at your earliest convenience.

So what should the individual investor do?

Here are some tips and thoughts to guide you

through 2008.

 Realize and accept that economic cycles are

part of the world’s economy. There will be

periods of strong, moderate and no growth

in the US and abroad.

 Stock market volatility will continue. The

Securities and Exchange Commission

eliminated the “up tick” rule last July.

Without the “up tick” rule a computerized

trading program exacerbates market

volatility. That’s not good for the system.

The situation should be examined and

fixed.

 Global and international mutual funds have

delivered stronger investment performance

in the past few years than US based mutual

funds. Depending on a client’s risk

tolerance and situation, client portfolios

typically contain 18-35% in mutual funds

invested outside of the US. Even domestic

based mutual funds contain international

exposure of 10-50%.

 Mutual funds that we utilize in client

portfolios contain cash and fixed income in

their portfolios. This serves to cushion a

portfolio in turbulent times.

 Fear and greed are two strong emotions that

can undermine your financial and

investment plan. Stick with your plan.

IRA CONTRIBUTION LIMITS

2007 TAXES

HERE WE GO AGAIN
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 Retirement and portfolios that take income

from the account typically have a 25-50%

fixed income and/or cash position

depending on a client’s situation. This

means that IRA or other income

distributions are taken from the cash

position. When stock market performance

is weak, mutual fund shares are not being

liquidated.

 S&P 500 versus the Dow are two very

different indexes when comparing your

portfolio’s performance. The S&P 500

contains the 500

largest capitalized

companies in the

US and is a better

measure of mutual

fund comparison

than the 30 Dow

stocks. In 2007 the

S&P rose 3.5% and

the Dow was up

6.4%. Remember that investment return in

your portfolio is comprised of both equity

exposure which means mutual funds and

individual stocks and the fixed income and

cash positions.

 Warren Buffet has stated that equity returns

will be in the range of 5-8% for the

foreseeable future.

 This is a great time for 401(k) and 403(b)

systematic contributions. In a weak market

you are buying more shares at a cheaper

price.

 This is also a great time to make 2007 and

2008 IRA contributions because of the

market weakness.

Thank you to all who attended our Holiday

Open House in December – it proved to be a

very festive evening for both clients and staff

with entertainment provided by our own

Scottish bartender, Don Miller. We wish you

continued joy and peace in the New Year!

Please note our offices will be closed February

18th in recognition of President’s Day.

We’d like to remind you that in the event you

are unable to speak with someone at our office,

you can always contact Raymond James Client

Services directly for assistance with your

accounts at (800) 647-7378.

We want to thank those of you who have

referred your associates, clients, family

members and friends to us. Your referrals are

personally and professionally the most

satisfying way for my practice to grow.

Kathleen continues to generate buzz in the

news. She was recently quoted by

Bankrate.com (republished in the January 13th

edition of The Seattle Times) with a look back

on the best and worst financial moves in 2007.

(over)

STAFF NEWS

IN THE NEWS
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Seattle Woman Magazine

published Kathleen’s article on

contemporary relationships

and money in their January

issue, which can also be read

online at

www.seattlewomanmagazine.com.

Kathleen continues

to be a regular

contributor on this

season’s local TV show “About the Money”

with Christine Chen produced by PBS affiliate

KCTS/9 airing October through March. In an

upcoming series on the show in February, she

will discuss Men, Women, Money, and

Relationships – please tune in.

Read more articles by visiting

www.fairsharedivorce.com and

www.milleradvisors.com.

New Year’s Resolution #1 – Re-energize. Play
tourist in Seattle and enjoy your local favorite
spots that can be overlooked during the rest of
the year. Here are a few events to get you
started:
 In the Studio – Join

Chiyo Ishikawa,
SAM’s Deputy
Director of Art and
Curator of European Painting & Sculpture,

on February 6th from 5:30-6:30pm, as she
talks about the special exhibitions Roman
Art from the Louvre and The Gates of
Paradise. Each month, a curator or guest
speaker from SAM delivers a presentation
accompanied by wine and hors d'oeuvres
from BOKA Kitchen + Bar hosted by Hotel
1000. Reservations at (206) 357-9455.

 Food & Cultural Tour - Eat your way through

Seattle’s most celebrated culinary landmark

with Savor Seattle

Food Tours. Go

behind the scenes

of Pike Place

Market to try some

of the favorite market spots. Other

neighborhood tours available. More

information at www.savorseattletours.com.

Miller Advisors, Inc is a SEC Registered Investment Advisor. The

information contained in this report does not purport to be a

complete description of securities, markets, or developments

referred to in this material. The information has been obtained

from sources considered to be reliable, but we do not guarantee

that the foregoing material is accurate or complete. Expressions

of opinion are as of this date and are subject to change without

notice.

Past performance does not guarantee future results.

If you have any questions or feedback regarding the Miller

Advisory newsletter, please contact Nicole at (425) 822-8122 or

n.miller@milleradvisors.com and let her know how we can

improve our communication with you.

NORTHWEST HIGHLIGHTS


