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March 3, 2006 Newsletter and Commentary 
 

By Will Woodard, CFP   

 

The model portfolios that I track on an ongoing basis have performed as follows through 
3/3/06. (Note: return data is compiled using Morningstar resources. All returns reflect 
reinvested dividends and, if applicable, capital gains.) 
 

YTD ‘06 2005  2004 

 

Modified: 8.43%  18.09% 19.85% 

Pure:  3.10%  11.56% 16.50% 

Challenge: 5.08%  12.51% 18.80% 

Bond Fund: 0.53%  3.00%  4.56% 

S&P 500: 3.90%  4.83%  10.70% 

 
Being a planner and money manager is a lot like sailing on one of the large bodies of 

water that surrounds the Outer Banks-there are times when the wind is at your back or 
across your beam and it’s one smooth, exhilarating ride. There are other times when you 

want to be zipping along but the wind is too light. There are other times when the wind 
suddenly shifts and you find you have too much sail up for the new conditions. There are 
still other times that it’s a steady, jarring pound into seemingly endless headwinds and 

chop, forward progress being ground out boat-length by boat-length. For sailor or planner, 
being prepared for a variety of potential scenarios, being adaptable, and being able to stay 

focused on the desired outcome (or harbor, as it were) certainly helps! 
 
2005 ended very positively for the model portfolios (see above). So far in 2006, the 

markets have been volatile--an exceptionally strong January having been followed by an 
“up one day, down the next” February. We’ve already made nice returns for a slowing 

growth YEAR in some of the model portfolios. Many of the broader markets are trying to 
break out to the upside as well, but something tells me the Fed’s interest rate cuts are 

going to kick in and start slowing things down a bit. Maybe that’s just my weather eye 
speaking, though…  

 

As I wrote in my 2005 year end commentary, (available via the “Newsletters and 
Commentary” link at http://www.darecapital.com/) I see two probable outcomes for the 

economy and thus the financial markets in 2006…Slowing growth as Fed tightening takes 
effect, and a more robust “Goldilocks economy” scenario-that is, not too hot, not too cold, 
but just right. In a nutshell, the slowing growth scenario calls for a “win with defense” asset 

allocation, while the Goldilocks scenario is more tolerant of a portfolio structured for capital 
growth.  

 
Sadly, however, my crystal ball doesn’t see any better than any of you all’s-so of 

course we don’t know which-if either-investment posture will end up being correct. Seems 
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to me it’s better to build elements of both strategies into the asset allocation models and 
then turn off the noise, but that’s just this advisor’s opinion. Stay tuned! 

 
 Portfolio optimization of a different sort: Much has been made of the use of 

portfolio optimization tools in the financial planning process. Briefly, a portfolio optimizer is 
software that allows a variety of “what-if?” investment or distribution return outcomes to 
be played out on paper on a portfolio. The data can be used to support this or that 

investment return or distribution scenario by allowing the planner to say (in his or her most 
authoritative voice) “There is a (fill in blanks) percentage of you being able to achieve this 

end result, if we do things this way.”  
 
All well and good in theory…but the same rules of “garbage in, garbage out” apply to 

portfolio optimizers as apply to other number crunching programs. What’s catching my 
attention even more, though (on a more metaphysical level, I guess) is that a lot of folks 

are going through the process of life, work, savings, school, family, whatever, with a great 
set of portfolio assets that they have not optimized. Say what? Stay with me for a second. 

 

Money is a tool-- to be used to accomplish some act of consumerism, or to invoke a 
feeling of personal security, or to allow a framework of charitable giving, or whatever it is, 

but a tool nonetheless. There are many more important things in life than money--things 
like goals, and wishes, and secret dreams…and fulfillment-- a blueprint for an idealized 

existence, if you will. Seems to me that some folks are so fixated on investment returns 
and asset accumulation that they never get around to the real important stuff, like how 
their own personalized perfect world should look.  

 
We all have a unique set of talents--a portfolio of personal assets that can help us to 

achieve literally ANYTHING WE DESIRE…but the portfolio has to be optimized. What’s YOUR 
perfect world? 

 

Charts:  
 

S&P 500-trying to break out or stuck at a top? 
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Yield Curve, 3/06/06 (green) and 3/03/06 (orange)--Will higher long-term 
rates  “un-invert” the yield curve? 

 
 
How about those Tarheels! Good investing, 

 

 
 
Will Woodard, CFP@ is president of Dare Capital Management & Advisory, a Fee-Only 

Planning firm and Registered Investment Advisor with offices at 2518-E S. Croatan Hwy, 
Nags Head (Coastal Women’s Clinic Bldg.) The phone number is (252) 480-0156. Learn 

more about the firm on the Internet at www.darecapital.com Will and/or his clients may 
own the investments mentioned herein. 


