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With the credit crisis growing, U.S. stocks
struggled during the initial quarter of 2008. The
financial services sector posted substantial
losses, as Bear Stearns, a large investment
bank, collapsed. Some investors did find
reason for optimism after the Federal Reserve
provided financial assistance in

JPMorgan's takeover of Bear Stearns, which
was an indication to many that the central bank
would do whatever is necessary to help the
financial markets avoid further turmoil. When
the year began, many investors believed that
the U.S. would be able to avoid a recession,
but as the quarter progressed, the possibility of
a recession heightened.

Domestic equities were generally weak across
the market capitalization spectrum. For the
period, both large-cap and small-cap stocks,
as represented by the S&P 500 Index and
Russell 2000 Index, fell over 9%. Value-
oriented stocks outpaced growth-oriented
issues during the first quarter of 2008, a
reversal from last year. The Russell 1000 Value
Index posted a quarterly loss of 8.7%, while the
Russell 1000 Growth Index fell 10.2%.

Meanwhile, the Fed cut its target for the federal
funds rate on three separate occasions during
the first quarter. At an unscheduled meeting on
January 22nd, the committee cut the rate by 75
basis points to 3.5% in an effort to keep the
economy from slowing further. This action was
the Fed's largest rate cut at an unscheduled
meeting in more than 20 years. Just eight days
later, the Fed lowered rates by an additional 50
basis points because it saw growing weakness
in both the job and housing markets. Finally, in
an effort to restore confidence in the economy,
the Fed slashed interest rates for a third time
on March 18th by another 75 basis points to
2.25%. Stocks soared on the news, as the
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Dow Jones Industrial Average rose by more
than 420 points that day.

Within the fixed income sphere, U.S.
Treasuries were particularly strong, and the
Lehman Brothers Aggregate Bond Index
posted a quarterly gain of 2.2%. A flight to
quality by investors around the globe pushed
yields lower and caused the yield curve to
steepen. Investment grade corporate bonds
were generally flat, while high-yielding junk
bonds posted slightly negative results. The
difference in yield between higher-quality and
lower-quality securities widened to levels not
seen since early 2003.

International markets were also hampered by
fears of a global slowdown caused by the
decline in domestic economic growth. Even
with the value of the U.S. dollar declining
against many major foreign currencies,
international equity returns were generally
weak. The MSCI EAFE Index fell 8.9% for the
period. Emerging markets, one of the most
successful sectors in 2007, also stumbled. The
MSCI Emerging Markets Index posted a loss of
11% for the quarter.

Outlook - While conditions remain difficult,
investors should remember that our financial
markets have a long history of resiliency. Even
if statistics reveal that we are in recession, the
Federal Reserve has openly prioritized
targeting growth over inflation. In addition to
interest rate cuts, the Fed has taken
unprecedented action to improve liquidity in the
credit markets. It typically takes several months
for the impact of such measures to result in
improved corporate earnings and investment
results. In the meantime, we recommend
maintaining a well-diversified portfolio.




The Center for
Women's
Business
Research

reports that over
10 million
businesses are
owned by
women.

Women Need Life Insurance Too

Today, women have more financial responsi-
bilities than ever before. But, according to the
LIMRA report entitled U.S. Individual Life
Insurance Sales Trends (2007), women are
still underinsured. To be sure, life insurance
planning is now just as important for women
as it is for men.

Income replacement

Life insurance can be a useful tool for replac-
ing income lost due to the death of a family's
wage earner. Increasingly, families depend on
the income of two working parents. If you're a
working mother, your income can have a sig-
nificant impact on the quality of your family's
lifestyle. Your income helps cover the cost of
ordinary living expenses such as food, cloth-
ing, and utilities. It provides savings for your
children's college education, and for your re-
tirement. Life insurance protects your family
by providing proceeds that can be used to
replace your lost income if you die
prematurely.

If you're a single
mother, you most
likely are primarily
responsible for your
children's support. If
you die prematurely,
life insurance can
provide ongoing
income to cover
child-care costs,
medical expenses,
and debts. While
term insurance
would suffice for simple income replacement,
you may want to consider a permanent policy
that builds cash value. The policy can replace
your lost income if you die prematurely; other-
wise, the cash value can be used to supple-
ment your retirement.

Stay-at-home moms

Maintaining a household is a full-time job, and
you have many important roles and duties. If
you die, your surviving spouse may have to
pay for services such as child care, transpor-
tation for your children, and housekeeping.
Assuming any added responsibilities could
cause your spouse to shorten work hours,
resulting in a reduction in income. Proceeds
from your life insurance can help your spouse
pay for necessary services and replace lost
income.

Caregiver replacement costs

Many women find themselves providing care
for both children and elderly family members.
It's hard enough finding sufficient income to
pay for household expenses, child care, and
college tuition. Add the costs of caring for an
elderly parent or other family member, such
as adult day care, uninsured medical ex-
penses, and extra travel and transportation
costs, and the financial burden can be
overwhelming.

Unfortunately, these financial responsibilities
may continue after your death. Life insurance
provides a source of funds that can be used to
help pay for these expenses.

Business succession

The Center for Women's Business Research
reports that over 10 million businesses are
owned by women. If you die while owning
your business, life insurance can be used to
provide cash for
company expenses
such as payroll or
operating costs while
| your estate is being
settled. Life insur-
ance can also be a

. useful tool for

' women business
owners who are
structuring buy-sell
arrangements or
providing benefits to
key employees.

Final expenses

The costs of funeral and burial expenses, es-
tate administration expenses, outstanding
debts, estate taxes, and the uninsured ex-
penses of a final illness can place a financial
burden on your survivors. Life insurance can
ease this strain by providing a benefit that can
be used to help pay for these expenses.

The need for life insurance protection for
women is equally as important as it is for men.
However, women's life insurance coverage is
often inadequate. It may be time to consult
with an insurance professional who can help
you assess your life insurance needs, and
offer information about the different types of
policies available.
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Did you know that you might have to pay fed-
eral income tax on your Social Security bene-
fits? If Social Security was the only income
you had during the year, then your benefits
generally won't be taxable. However, if you or
your spouse worked and had any earned in-
come during the year, or if you had other sub-
stantial income (such as investment income),
then a portion of your Social Security benefits
may be taxable.

Gather information

Your benefits are taxable if one-half of your
Social Security benefit plus your other income
(called your "combined income") exceeds a
certain amount (called the "base amount"). To
determine if your benefit is taxable, you need
to know three things: (1) how much you re-
ceived from Social Security during the year,
(2) your combined income, and (3) the base
amount for your filing status.

Find out how much you received from
Social Security

Each January, the Social Security Administra-
tion (SSA) will send you a Social Security
Benefit Statement (Form SSA-1099) showing
the amount of benefits you received during
the previous year. You'll need to use this infor-
mation to figure out whether any of your bene-
fit will be taxable.

Calculate your total income

Once you know how much you've received
from Social Security, it's time to calculate your
combined income. This figure includes the
following:

e  One-half of Social Security benefits
received

e  Other income including wage income,
and taxable interest and dividends

e Tax-exempt interest income

e Income that's normally excludable--
interest from qualified savings bonds,
employer-provided adoption assistance,
foreign earned income or foreign housing,
and income earned by bona fide resi-
dents of American Samoa and Puerto
Rico

The IRS has a worksheet you can use to cal-
culate your combined income and determine
whether or not your Social Security benefits

are taxable. You can find this worksheet and
more information about the taxation of Social

Will You Pay Taxes on Your Social Security Benefits?

Security benefits in IRS Publication 915,
Social Security and Equivalent Railroad Re-
tirement Benefits.

Compare your combined income against
the base amount for your filing status

Once you've calculated your combined in-
come, you must compare that against the
base amount for your federal income tax filing
status. If your total income is less than the
base amount, then your Social Security bene-
fits won't be taxable. If your combined income
is more than the base amount, then part of
your benefits will be taxable. Base amounts
aren't indexed for inflation, so they're the
same year after year.

Your base amount is:

e $25,000 if you file as single, head of
household, qualifying widow(er), or mar-
ried filing separately and you lived apart
from your spouse for the entire tax year

e $32,000 if you file as married filing jointly

e 30 if you file as married filing separately
and you lived with your spouse at any
time during the tax year

For example, let's say your combined income
for the year was $30,000 and you file your
taxes jointly with your spouse. Because your
combined income is less than the base
amount for your filing status, $32,000, your
benefits won't be taxable.

How much of your benefit is taxable?

Even if your combined income exceeds the
base amount for your filing status, you won't
have to pay taxes on the entire amount of
benefits you've received. Generally, up to
50% of your benefits will be taxable, but if
your combined income is more than $34,000
($44,000 if you are married filing jointly), or if
your tax filing status is married filing sepa-
rately and you lived with your spouse at any
time during the tax year, up to 85% of your
benefit will be taxable. Again, see IRS Publi-
cation 915 for worksheets you can use to fig-
ure your taxable benefits.

Keep in mind that taxation of Social Security
benefits can be complicated. Different rules
apply to certain U.S. citizens and nonresident
aliens living abroad and in other situations. If
you have any questions, consult your tax
professional.

Did you know?

Social Security benefits
were not subject to
federal income taxation
until 1984. They
became taxable as a
result of the 1983
Amendments to the
Social Security Act.

Tax withholding

You can have federal
income taxes (but not
state income taxes)
withheld from your
benefits if you so
choose. Complete IRS
Form W-4V and select
the percentage that you
want withheld (7%,
10%, 15%, or 256%),
then return it to your
local Social Security
office.
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Please remember to contact
Condor Capital Management if
there are any changes in your
personal/financial situation or
investment objectives for the
purpose of reviewing, evaluating,
or revising our previous
recommendations and/or
services. Please also advise us if
you would like to impose, add, or
modify any reasonable
restrictions to our investment
advisory services. A copy of our
current written disclosure
statement as set forth on Part Il
of Form ADV continues to remain
available for your review upon
request.
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One Source...
... Many Solutions

If you plan to make signifi-
cant charitable gifts over a
long period of time, a do-
nor-advised fund (DAF) can

—
be an attractive alternative

to a private foundation.

While private foundations are separate chari-
table entities operated by their donors, a DAF
is merely an account set up with a host or-
ganization, such as a community foundation
or educational institution. You make contribu-
tions to the account, and the organization
makes grants to qualifying charities in your
name. Although the organization legally owns
your contributions and has ultimate control
over grants, you can advise the organization
on how to invest your contributions and how
grants should be made.

Donor-advised funds have become popular
recently because they require less money,
time, legal assistance, and administration than
private foundations. DAFs also enjoy greater
tax advantages.

Ask the Experts

What are the benefits of donor-advised funds?

Generally, you can open a DAF with a smaller
initial contribution than would be required with
a private foundation (as little as $10,000).

And because DAFs are qualified public chari-
ties, you generally get an immediate income
tax deduction for your contributions (subject to
the usual limitations).

Additionally, while private foundations are
required to distribute a minimum of 5% of their
assets each year, DAFs currently have no
such minimum distribution requirement. You
can let your account build up tax free for many
years, deferring distributions until a later date.
Further, DAFs are not subject to excise tax as
private foundations are.

Finally, DAFs don't need to fulfill many of the
reporting and filing requirements that are im-
posed on private foundations. And because
the host organization handles any legal, ad-
ministrative, and filing requirements (including
tax returns), you're completely freed from
these responsibilities.

How do | establish a donor-advised fund?

The first thing you should do is select an or-
ganization that offers donor-advised funds
(DAFs). DAFs are offered by community foun-
dations, financial service firms,
educational institutions, cul-
tural organizations, and public
charities. Where you choose
to establish your account de-
pends on whether the charita-
ble goals of the offering or-
ganization are compatible with
your own.

Once you have selected a

fund, be sure to obtain and carefully review
the program's policies and guidelines before
you open an account.

To open an account, you will need to com-
plete and sign an application, also known as a
letter of understanding. Many DAF accounts
can be opened online. Typically, there is no
charge to open the account, although you
may be charged an administration fee each
year thereafter.

You will then need to name your account. You
can name it after yourself or your family, in
memory of someone, or for a charitable pur-
pose. If you prefer, you can
name your account in a way that
protects your anonymity.

You will also need to make the
required minimum initial contri-
bution. Typically, the minimum
amount for subsequent contribu-
tions is lower than for the initial
contribution. You can contribute
cash, stocks, bonds, real estate,
life insurance, business interests, and other
types of assets, but once made, contributions
are irrevocable. If you wish, you can also
name someone who will continue donating to
your fund after your death.

Finally, you can designate someone to advise
the fund for you if you don't plan to advise the
fund yourself.

Once your account is open and funded, you
can recommend grants at anytime.




