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Fourth Quarter, 2007

Here are selected rate of return numbers as of

9/30/2007*:

Dow Jones Industrials +11.5%

S&P 500 Index +7.6%

NASDAQ Composite +11.8%

Dow Jones World Index (ex. U.S.) +14.0%

Russell 2000 +2.26%

Russell Value Index +4.06%

Russell Growth Index +11.71%

Major Bond Indexes

U.S. Treasury – Intermediate +4.98%

Lehman Brothers/U.S. Aggregate +3.85%

Mutual Funds

Large-Cap Growth +14.63%

Large-Cap Value +7.48%

Small-Cap Growth +12.57%
(Source: The Wall Street Journal online and Barron’s)

*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.

While investors continue to cheer the recent

rate reduction, credit concerns and the dollar’s

decline still cloud the

equity market outlook.

The Fed responded to

the growing concerns

of investors and

consumers about the

worsening residential

real estate outlook and

the growing pressures

on less creditworthy

customers with a 50

basis point reduction in the Fed funds target

rate (from 5.25% to 4.75%) on September 18th.

Clearly, Federal Reserve Chairman Ben

Bernanke felt that the weakening credit market

conditions created enough risk to both

economic growth and employment to begin

decisive corrective action now.

Raymond James Senior Economist Scott Brown,

Ph.D. says the Fed’s action was driven by

policymakers’ concerns that problems in the

short-term credit market have the potential to

extend the housing market correction and

weaken economic growth in general. The

recent rate reduction is not a fix for the housing

market but rather an effort to mitigate the

effects of recent credit market disruptions.
(over)

FINANCIAL MARKET UPDATE EQUITY MARKET OUTLOOK

“It is the set of the sails, not the
direction of the wind that

determines which way we will go.”
(Jim Rohn)
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Liquidity and consumers’ ability to borrow are

necessary to support spending and new

investment. This liquidity can be adversely

affected by more stringent consumer credit

policies from mortgage, finance and credit card

companies. Credit reassessment is likely to

lead to tougher standards for qualifying for

loans on the margin and mortgage rate resets

for many consumers with low credit scores,

which in turn squeezes incomes available for

discretionary spending. Additionally, the

number of real estate speculators that have

been adversely impacted by aggressive use of

debt to invest in residential real estate over the

last five plus years is unknown. This situation

has in turn led to foreclosures and significant

losses in residential investments, which have

pushed many into a more questionable credit

risk status. This more stringent environment is

likely to produce a growing population of the

credit-challenged over the next year as the

problems in residential real estate continue to

drag on.

As employment falls in the homebuilding

industry, along with realtors and mortgage

companies, hedge funds and other heavy real

estate investors are being similarly impacted.

Huge bets in collateralized sub-prime

investments have led to huge losses for some

investors. Also, some major mortgage

companies that continue to experience the

effects of this downward spiral are acting to

mitigate the bottom-line impact with new cost

containment initiatives. For instance,

Countrywide Financial (CFC/$19.96) plans to

reduce its work force by as many as 12,000

employees over the next three months. This is

not an isolated situation.

Still, many U.S. citizens have benefited from

strong equity market performance over the last

five years, both in the United States and abroad.

The wealth effect for many is still alive and

well. While employment is at record levels, the

outlook for most is still positive. If consumers

or investors turn more defensive with their

spending and become more risk adverse with

their investing, however, that will also have a

moderating effect on demand for goods and

services and equity investment performance.

While Fed action to lower interest rates was

widely cheered by U.S. investors, it will be seen

as a negative for the U.S. dollar’s future

exchange value and future inflationary risk and

it may be viewed negatively by both fixed

income and foreign investors, who in turn may

slow or reduce net investment into U.S.-

denominated investments (source: RJA Focus

List & Market Commentary, October 2007).

“I’ve got a theory that if you give
100% all of the time, somehow

things will work out in the end.”
(Larry Bird)
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Below are some statistics that we thought you’d

find interesting:

¶ 5-Year Returns – As of 8/31/07, the

trailing 5-year aggregate total return for

the S&P 500 was +76%. Just 1 month

later (i.e. as of 9/30/07), the trailing 5-

year aggregate return for the S&P 500 is

+105%. How can that be?! The latter 60-

month period removes 1 very poor-

performing month (i.e. September 2002,

an 11% loss month) and adds 1 up-

month (i.e. September 2007, a +4% gain)

to the former 60-month period (source:

BTN Research).

¶ Mortgages – The subprime mortgage

market, which is available for borrowers

with past credit problems or a limited

credit history, represents 20% of the

nation’s $3 trillion mortgage industry

(source: BusinessWeek 09/03/07 issue,

page 34).

¶ For Sale – There are more existing homes

for sale today than at any time since

October 1991 (source: NAR).

Potential stock market gains over long time periods can allow your money to grow and compound.

Consider this example: Two couples at age 25 need to save $100,000 to pay for a down payment on a

house at age 35. The first

couple begins investing

immediately. The second

couple waits until age 30.

Both achieve their goal, but

the second couple had to

invest $809 a month more

because they waited five

years to begin (source:

American Funds Investor,

Fall/Winter 2007).

(over)

FACTS THAT COUNT

WHAT IS THE COST OF WAITING?

First Couple Second Couple

Age of Couple When Investing Began

Monthly Investment Amount

25

$543

30

$1,352

Total Amount Invested

Total Earnings

65,160

34,840

81,120

18,880

Goal 100,000 100,000

Assumes an 8% annual return, compounded monthly.

This chart is for illustrative purposes only. This example does not reflect the result of any

particular investment, which will fluctuate with market conditions. Your investment experience

may differ.
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With the recent volatility in the financial

markets, we feel the need to increase our

contact and meetings with investment

managers, colleagues, and other key people in

the financial markets. Kathleen and Patricia

have each attended conferences in October with

Brandes Investment Partners and RS

Investments in San Diego and Boston.

At the end of November, Kathleen will

participate in The Advisor’s Summit held in

Arlington, Virginia focused on practice

management for independent advisors.

Kathleen will attend meetings in Vail, Colorado

in December as part of an annual conference

with colleagues to discuss current issues facing

the financial planning industry.

Please note during the holiday season our

offices will be closed November 22nd and 23rd as

well as December 24th through December 26th so

that we can all spend time with our families.

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 are excited to share some of the recent buzz

about Kathleen:

Kathleen was honored to be named one of the

top 100 wealth advisors in

America in the October edition

of Worth Magazine. Kathleen

was one of 25 women to make

the list and one of two advisors

from Washington State.

Kathleen is featured as a

guest author in the

August/September edition of

Northwest Woman Magazine,

discussing ways to manage

money during second

marriages.

In the September 12th online edition of U.S.
News & World Report, “How to Pay Off Multiple

Debts,” Kathleen looks at ways

to reduce one’s debt.

In both the online and print of

September 27th editions of U.S.
News & World Report,
“Accountability, His and Hers,”

Kathleen discusses how separate finances can

help couples long term.

STAFF NEWS IN THE NEWS
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Kathleen will also 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.

Read these articles and more by visiting

www.fairsharedivorce.com and

www.milleradvisors.com.

Back by popular demand,

we will host a Holiday

Open House at our

offices on Wednesday,

December 12th.

Please mark your

calendars now with more

details to come.

We look forward to celebrating the holiday

season with you!

Halloween is just behind us and we are still

recovering from all the sugary treats. With the

holiday season just around the corner,

calendars book up fast this time of year, so be

sure to add some of these fun local events to

your list:

¶ FareStart Guest Chef Night – Enjoy a

gourmet dinner prepared by premier

local chefs benefiting the Farestart job

training

program,

designed

to give

homeless

or disadvantaged people experience in

the food service industry. The menus

include chefs from such restaurants as

The Pink Door, The Barking Frog, Eva,

The Inn at Langly, and more. For more

information go to www.farestart.org.

¶ Garden d’Lights – The Bellevue

Botanical Gardens 'bloom' in the middle

of winter with thousands of lights used

to create botanical displays. Open

November 24th through December 31st

from 5-9:30pm daily. More information

at www.bellevuebotanical.org.

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

HOLIDAY OPEN HOUSE


