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Market Update:
The Lehman Impact

Wall Street is reeling today from the collapse of Lehman Brothers over 

the weekend, sending the stock markets lower.  Unfortunately, Lehman 

could not meet obligations and fell under its own weight as a result of its 

investment banking activities.

The impact is being felt by all, and comes from two parallel reasons:  
(1) the fears of more pain in the financial sector, and (2) investors' 

increased general gloom overall from this pain.  The impact on our 

managed portfolios is being felt more by the second reason:  our overall 

exposure to the financial sector is relatively low,  so drops in investment 

value on paper are more a reactionary result of the jitters that are being 

felt in the investment world.   Fortunately, our investments have the ability 

to move higher once the markets move past this current situation.

Our diversification techniques and use of defensive investments will 

continue to help keep our clients' portfolios relatively stable until the 
markets right themselves.  As always, we remain committed to stay 

protective yet opportunistic in these volatile markets.

See the next page regarding the safety of your assets.
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Asset Safety:
Protecting Your Accounts

About Schwab’s Continued
Financial Strength and Safety

For over 17 years, we have used Charles Schwab to custody the 

majority of our client's investments.  With a lot of uncertainty regarding 

Wall Street firms circulating through the media, we are providing a 

reminder of what Schwab's business model is, with reassurances that 

Schwab remains very, very healthy.

Schwab: Not an Investment Banking Firm

Unlike Lehman, Merrill Lynch, or Bear Stearns, Schwab  does not do any investment banking (which is 

the genesis of others' woes).  They are purely a custodian, so they (1) accommodate trading activity and (2) 

custody the securities in your accounts.  All securities in your accounts are registered in your name with 

the DTC (Depository Trust Company - part of the Federal Reserve).  Therefore, even in a highly unlikely 
case of insolvency by Schwab, you retain full ownership of all positions.  Also, Schwab does not 

participate in the mortgage industry, so they have no exposure to the housing and credit woes.   

Adequate Reserves and Insurance Protection

Schwab does retain substantial cash reserves and regularly meets and exceeds all standard 

measurements of fiscal health.  Your assets are protected by Schwab's participation in SIPC (Securities 

Investor Protection Corporation is chartered by Congress) up to $500,000 per account registration.  

Schwab has also been purchasing excess SIPC coverage since 1984; this coverage, offered through Lloyd’s 

of London, is an aggregate $600,000,000 for any losses exceeding SIPC.

More Info

www.aboutschwab.com

www.sipc.org
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