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Most major market
indices continued their
monumental declines

Investors flock to US
Treasuries, pushing
yields close to zero

Look for more
monetary and fiscal
support by the new
administration in 2009
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The fourth quarter of 2008 marked an end to a
year that we will never forget, but are sure glad
to put behind us. In December 2008, it was
announced that the United States has officially
been in a recession since December 2007.
This announcement seemed inevitable, after
the housing and credit crises ripped through
the markets leaving no sector or style
untouched. Most major market indices
continued their monumental 2008 declines
throughout the fourth quarter. The only
significant asset class to post gains in 2008
was US Treasuries, as investors found solace
in US Treasuries to shield themselves from the
credit storm.

After holding the federal funds rate steady at
2.0% in the third quarter, the Federal Open
Market Committee cut its target rate on three
different occasions in the fourth quarter to bring
it to 0-0.25%. The FOMC also announced that
it would be focusing on supporting the
functionality of the financial markets through
open market operations and other measures.
The Fed also reiterated that it would be
purchasing large quantities of agency debt and
mortgage-backed securities to provide support
to the housing market.

Most major market indices closed out the year
with extreme losses. Representing the
domestic stock market, the S&P 500 Index
finished the year with a loss of 37.0%, while the
Dow Jones Industrial Average posted a decline
of 31.9%. Large cap value names modestly
outperformed their large cap growth
counterparts, as the Russell 1000 Value Index
closed out the year with a loss of 36.9% and
the Russell 1000 Growth Index posted a
decline of 38.4%. While small-caps had been
the shining spot throughout the first three
quarters, they were not spared in the fourth
quarter, as the Russell 2000 Index finished the
year down 33.8%. International markets
experienced worse declines, with the MSCI
EAFE Index falling 43.1%.
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The fixed income markets provided little shelter
to investors, with the Citi Corporate Bond Index
finishing the year with a decline of 4.0% and
the Lipper Municipal Bond Index falling even
further with a loss of 9.5%. The overall bond
market, as represented by the Barclays Capital
Aggregate Bond Index (formerly Lehman
Brothers Aggregate Bond Index), finished the
year with a modest return of 5.2% - propped up
mainly by the surge in US Treasuries.

Outlook - As we enter the New Year, we expect
the unprecedented amount of monetary and
fiscal support provided by the government to
help stimulate economic activity. The Federal
Reserve will likely continue to keep interest
rates low and provide the markets with liquidity
when necessary. We also expect the Fed and
the Treasury Department to work with the new
President to deploy further innovative answers
to the economic crisis if needed. Obama's
administration announced plans for more fiscal
stimulus, which includes lowering
tax-withholding rates by about $300 billion and
an increase in infrastructure spending.

With yields on Treasury bonds at or near
historic lows and the government intent on
keeping them there for the short term,
Treasuries will become less attractive as the
economy recovers. This will redirect some
assets into other areas of the market. One
area that has already seen an increase in flows
is higher-rated corporate debt, where newly
issued securities have been sold at
increasingly tighter spreads.

While timing the market is notoriously difficult,
we expect to see the beginnings of a return to
normalcy in other areas of the fixed income
market, as well as equities, in 2009. We
continue to believe in the benefits of
diversification for long-term investors and
expect the market to eventually realize the
underlying value in healthy companies with the
potential to grow their earnings.




Retirement Plan and IRA Limits for 2009

An increasing number of retirement plan and
IRA limits are indexed for inflation each year.
Some of the key numbers for 2009 are dis-
cussed below.

Elective deferrals

If you're lucky enough to be eligible to partici-
pate in a 401(k), 403(b), 457(b), or SAR-SEP
plan, you can make elective deferrals of up to
$16,500 in 2009, up from $15,500 in 2008. If
you're age 50 or older, you also can make a
catch-up contribution of up to $5,500 to these
plans in 2009, up from $5,000 in 2008.

If your 401(k) or 403(b) plan allows Roth con-
tributions, your total elective contributions,
pretax and Roth, can't exceed $16,500
($22,000 with catch-up contributions). You
can split your contribution any way you wish.
For example, you can make $9,500 of Roth
contributions and $7,000 of pretax 401(k) con-
tributions. It's up to you.

If you participate in a SIMPLE IRA or SIMPLE
401(k) plan, you can contribute up to $11,500
in 2009 (up from $10,500 in 2008). If you're
age 50 or older, the maximum catch-up contri-
bution to a SIMPLE IRA or SIMPLE 401(k)
plan in 2009 is $2,500, unchanged from 2008.

IRA limits remain the same for 2009

The amount you can contribute to a traditional
or Roth IRA remains at $5,000 for 2009, and
the maximum catch-up contribution for those
age 50 or older remains at $1,000. You can
contribute to an IRA in addition to an em-
ployer-sponsored retirement plan. But if you
(or your spouse) participate in an employer-
sponsored plan, your ability to deduct tradi-
tional IRA contributions may be limited, de-
pending on your income. Roth contributions
are also subject to income limits.

Contribution limits: 2009 tax year*
(2008 limits in parentheses)
Annual Catch-up
PETE7ER dollar limit limit
ggg%f@?ﬁf)' $16,500 $5,500
s ($15.500) | ($5,000)
$11,500 $2,500
SIMPLEpIans | - ¢19500) | ($2.500)
Z;%dg'gt?]a' $5,000 $1,000
A ($5,000) | ($1,000)

*Contributions can't exceed 100% of your pay. If you par-
ticipate in a 403(b) or 457(b) plan, special rules may allow
an even greater catch-up contribution.

**$5,500 catch-up applies only to governmental 457(b)
plans.

Some other key numbers for 2009

For 2009, the maximum amount of compensa-
tion your employer can take into account
when calculating SEP and qualified plan con-
tributions and benefits is $245,000 (up from
$230,000 in 2008).

The maximum annual benefit you can receive
from a defined benefit pension plan is limited
to $195,000 in 2009 (up from $185,000 in
2008).

And the maximum amount that can be allo-
cated to your account in a defined contribution
plan (for example, a 401(k) plan or profit shar-
ing plan) in 2009 is $49,000 (up from $46,000
in 2008), plus age-50 catch-up contributions.
(This includes both your contributions and
your employer's contributions. Special rules
apply if your employer sponsors more than
one retirement plan.)

Income phaseout range for determining deductibility

of traditional IRA contributions in 2009

1. Covered by an employer plan

Single/Head of household

$55,000 - $65,000 ($53,000 - $63,000 in 2008)

Married filing jointly

$89,000 - $109,000 ($85,000 - $105,000 in 2008)

Married filing separately

$0 - $10,000 (same for 2008)

2. Not covered by an employer plan, but filing
joint return with a spouse who is covered

$166,000 - $176,000 ($159,000 - $169,000 in 2008)

Income phaseout range for determining ability to fu

nd Roth IRA in 2009

Single/Head of household

$105,000 - $120,000 ($101,000 - $116,000 in 2008)

Married filing jointly

$166,000 - $176,000 ($159,000 - $169,000 in 2008)

Married filing separately

$0 - $10,000 (same in 2008)
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Many of the developments we saw last year in
the world of higher education will continue to
play out in 2009, as the largest high school
class in American history heads off to college.

Costs, costs, costs

For the 2008/09
school year, the
total average
cost (tuition and
fees, room and
board, books
and supplies,
transportation,
and other miscellaneous expenses) for an in-
state public college student is $18,326; for an
out-of-state public college student, $29,193;
and for a private college student, a whopping
$37,390 (Source: The College Board's Trends
in Student Pricing 2008 Report). According to
the College Board, over the past decade, col-
lege costs have increased an average of 5%
to 6% a year.

This year, the ever-increasing cost of college
comes at a time when many parents may be
grappling with reduced college savings due to
the ailing economy. With less savings, lower
home equity against which to borrow, and
possibly stagnating incomes or a recent job
loss, parents may be less able to contribute to
their children's ever-growing college financial
need.

Borrowing

Enter student loans. The amount of borrowing
for college has increased tremendously over
the past decade, especially in the area of pri-
vate student loans. Last year, private loans
comprised 23% of total education loan dollars,
compared to 5% ten years ago (Source: The
College Board and The Project on Student
Debt). The reason for the increase? The bor-
rowing limits on federal student loans haven't
kept pace with the rise in college costs.

However, the ongoing credit crunch has al-
tered the marketplace this year. Many private
lenders have dropped out of the student lend-
ing business completely, and those still in it
are charging higher interest rates and requir-
ing more stringent credit checks.

A study conducted last August by educational
lender Sallie Mae concluded that 70% of fami-
lies didn't even consider their child's likely
post-graduation income when deciding how
much to borrow for college, and 40% said
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they paid no attention to cost when searching
for a college. But there's evidence this pattern
may be changing. Around the country, college
administrators report an increased focus on
price at college fairs, and a majority of families
say in online surveys that they are seeking
less prestigious schools for money reasons.

Public college trends

But just as public colleges find themselves
more in demand than ever by cash-strapped
students and employees looking to gain a leg
up in the workforce, state budget deficits are
forcing many states to reduce their public
higher education expenditures, resulting in
markedly higher tuition and fees. So far, at
least 20 states have made cuts to their public
university budgets or are planning large tuition
increases. And more states are expected to
be in financial peril in 2009, jeopardizing fu-
ture public higher education expenditures
(Source: The Wall Street Journal, October 17,
2008, "State Budget Cuts Push Tuition
Higher").

Private college trends

The highest tier private colleges--the Ivies and
a few select institutions--have enjoyed record
endowment growth over the past few years
(not counting the economic downturn) and
have translated those gains into increased
merit aid awards (which aren't based on finan-
cial need) for the best students. Many of these
institutions have even gone so far as to offer a
free education to students whose families
earn up to $150,000 or $200,000 per year.

But go one or two levels below, and many
colleges in the second and third tiers aren't in
a position to meet all of their students' finan-
cial need. These colleges continue to hand
out merit aid, but are more selective (and less
generous) in their awards. So students at
these schools could end up paying more out-
of-pocket.

Federal legislation

Against this backdrop, the federal government
passed the Higher Education Opportunity Act
last year. Among other things, the Act will
make it easier for students to apply for federal
student loans and to research college costs
on a new website, www.college.gov.

And in 2009, it will be interesting to see what
ideas and policies President Obama, who just
finished paying off his own student loans in
2004, brings to the college table.

A look at
student debt

According to the
College Board,
almost two-thirds
of college students
graduated with
student loans last
year, with an
average debt load
of $22,700.

One unfortunate
trend of widespread
student borrowing
has been an
increase in the
number of heavily
leveraged young
college graduates.
In fact, many families
are considering
private bailouts for
their children who
took on too much
college debt.

(Source: The

Wall Street Journal,
October 8, 2008,
"The Next Bailout:
Your Adult
Children?")
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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.

Excess SIPC Coverage:

Most brokerage firms have secured
private, additional protection. For
instance, Schwab and TD Ameritrade
have protection from Lloyd's of
London up to $150 million per
account, while Fidelity has protection
through CAPC up to the net equity of
the account. Please call our office if
you have additional concerns about
the security of your account.

Prepared by Forefield Inc,
Copyright 2009

Ask the Experts

Is my brokerage account protected?

Most brokerage accounts
are protected by the Securi-
ties Investor Protection Cor-
poration (SIPC). Unlike the
Federal Deposit Insurance
Corporation (FDIC), which protects bank de-
posit accounts, the SIPC is not a government
agency. Though created by Congress, itis a
nonprofit corporation funded by its member-
ship of broker-dealers registered with the Se-
curities and Exchange Commission (SEC).

The SIPC helps return customer property,
including securities and cash in brokerage
accounts, should a broker-dealer or clearing
firm experience bankruptcy, insolvency, or
unauthorized trading in a customer's account.
Should a SIPC member become insolvent,
SIPC would ask a court to appoint a trustee to
oversee transfer of customer securities to
another firm, or act as the trustee itself.

SEC regulations also apply

The SEC also has provisions that can help
protect investor assets. For example, the SEC

requires brokerage and clearing firms to seg-
regate money and securities in customer ac-
counts from their own proprietary assets and
funds. This helps protect customers from be-
ing harmed by a firm's own trading activity.
Also, firms are required to maintain a certain
level of capital reserves to enable the firm to
return customers' securities and cash in case
of a financial failure. Finally, the SEC specifies
that customer claims take precedence over
other claims on a firm's assets.

What if a firm is liquidated instead of sold?

Securities registered in a customer’'s name (as
opposed to being held in "street name," the
most common method today) are returned to
customers first. Assets held in street name
make up what's known as the "fund of cus-
tomer property." That fund is divided on a pro
rata basis; assets are shared in proportion to
the size of claims. Only if securities are still
missing after the pro rata distribution would
SIPC coverage be applied to make up the
difference, up to the statutory coverage limit.

How much coverage does SIPC provide?

SIPC covers a maximum of $500,000 per
"separate customer," including up to $100,000
in cash, at a given institution. As with banks,
total coverage can be higher for multiple ac-
counts at one firm. As long as accounts are
held by what the SIPC considers "separate
customers," each account qualifies for sepa-
rate coverage. For example, a married couple
could have two individual accounts with
$500,000 of coverage each, plus a joint ac-
count that would bring their aggregated poten-
tial coverage for that firm to $1.5 million.

Categories of separate customers include:

" Individual accounts held by someone in
his or her own name, or by an agent for
another individual

1" Accounts held jointly by two individuals
with equal authority over the account

" Accounts held by executors, administra-
tors, and guardians in the name of a de-
cedent, an estate, or someone else (for
example, a guardian for an UGMA
account)

" Accounts held by a corporation, partner-
ship, or unincorporated association

1" Accounts held on behalf of a valid trust
created by a written instrument (trust
accounts are considered separately from
those of an individual trustee)

Each of your retirement accounts at a given
firm also generally is eligible for up to an addi-
tional $500,000 SIPC coverage (including as
much as $100,000 in cash) if securities are
lost or stolen.

In general, SIPC covers notes, stocks, bonds,
mutual funds, and other shares in investment
companies. It does not cover investments that
are not registered with the SEC, such as cer-
tain investment contracts, unregistered limited
partnerships, fixed annuity contracts, cur-
rency, gold, silver, commaodity futures con-
tracts, or commodities options. Remember
also that SIPC does not protect against mar-
ket risk or price fluctuations in securities.

Additional information and a brochure titled
"How SIPC Protects You" is available at
www.sipc.org.




