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With instability in China leading to
increased volatility in global mar-
kets, the S&P 500 Index fell 6.44%
in the third quarter of 2015.

While fears of a Greek exit from
the Eurozone subsided, worries
surrounding Asian markets led to a
steep selloff across developed and
emerging equities in the period.

To the surprise of many, the Fed-
eral Reserve maintained its target
rate, despite continued strength in
the domestic economy.
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Condor Capital Reviews 3rd Quarter 2015

After a relatively tepid first half of the year, the
third quarter of 2015 was marked by greater rip-
ples in the capital markets, as volatility increased
due to concerns over growth in emerging market
economies and the Federal Reserve’s next move.
With the Greek government having finally struck a
deal with creditors, calmness prevailed until con-
tinued downward pressure on commodity prices
and instability in China led to a tumultuous end to
the quarter. Wild market swings in the most pop-
ulous nation in Asia spilled over into domestic
markets, leading to one of the worst quarters in
the last four years. With that said, the S&P 500
Index posted a 6.44% loss for the third quarter.

As investors began to focus more on valuations,
large-cap equities outperformed their small- and
mid-cap peers. Notably, defensive names
trumped their riskier peers, as a generally risk-
averse environment drove investors to safer cor-
ners of the market. To illustrate, the utilities sec-
tor was the only sector to post a positive return
during the period. On the other hand, the energy
sector faced another steep decline as oil prices
continued to trend at low levels and commodity
prices in general fell sharply amid softer global
demand.

With economic indicators in Europe at satisfactory
levels and concerns abating about a possible
Greek exit from the Eurozone, stability in the re-
gion returned. Nonetheless, worries about the
future of the Chinese economy led international
equities to underperform U.S. stocks with the
MSCI EAFE Index falling 10.23%. Likewise, anx-
ious investors pulled an estimated $40 billion from
emerging market assets, leading the MSCI
Emerging Markets Index to a -17.90% return.

On the domestic front, investors focused on the
Federal Open Market Committee's decision to
maintain its target rate at current levels, despite
continued strength in the U.S. economy and un-
employment at a seven-year low. The Federal
Reserve highlighted tame inflation readings here
and the fragile conditions in emerging markets as
reasons for their decision to hold off on making
any changes. Abroad, the European Central
Bank (ECB) also continued to keep rates at rec-
ord lows after reporting a stable macroeconomic
environment in the region on the back of easing

worries over last quarter's "Grexit" talk. Howev-
er, ECB President Mario Draghi indicated that
he is willing to provide future stimulus for the
Union if necessary.

The U.S. 10-year Treasury yield trended lower,
beginning the period at 2.35% and ending at
2.06%. With rates still not marching higher,
longer-duration instruments generally performed
well in the period. In the corporate and munici-
pal fixed-income space, a flattening yield curve
led to greater demand for these instruments. All
told, the Citi Corporate Bond Index posted a
gain of 0.43% in the period and the Lipper Mu-
nicipal Fund Index listed a 1.54% return in the
quarter.

Outlook - While concerns over economic growth
in emerging markets - particularly China - have
dominated headlines, the U.S. economy contin-
ues to remain resilient amid steady job growth
and falling energy prices, which have supported
consumer spending. This is especially im-
portant for our economy, as 70% of our GDP is
driven by consumption. Furthermore, with inter-
est rates still near record low levels thanks to
the Fed remaining on the sidelines, the domes-
tic housing market has continued to show signs
of recovery.

Overall, we believe that the recent market pull-
back was a result of uncertainty overseas that
was exacerbated by a frantic market response.
Economic and market fundamentals here in the
U.S. remain on firm footing, and we continue to
see improvement in other developed areas of
the world, including Europe and Japan. Further-
more, with earnings season kicking off, Wall
Street may finally find some comfort as compa-
nies should illustrate the domestic economy’s
ongoing underlying strength. As a result, we
continue to emphasize U.S. markets on the
heels of improving economic data and solid cor-
porate fundamentals through the final three
months of the year.
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®  Buy Experiences

®  Make It a Treat

®  Buy Time

e  Pay Now, Consume Later
®  Investin Others

It's Complicated: Money and Happiness

Does more wealth lead to more happiness? Re-
searchers have tackled this question for decades,
and although the results have differed, one fact is
certain: The relationship between money and
happiness--or "well-being," as many researchers
put it--is complicated.

Think before you spend

In their book, Happy Money: The Science of
Smarter Spending,Professors Elizabeth Dunn and
Michael Norton summarize their own and others'
research. What they found is that it's not neces-
sarily how much you make that matters to overall
happiness (although that certainly contributes),
but what you do with your money. They boiled
down the findings to five "key principles of happy
money."

1. Buy Experiences. Investing in memories can
result in a more sustained level of happiness than
buying a bigger house, a more luxurious car, or
other material goods. Buying the latest technolog-
ical gadget might elicit the kind of joy a child ex-
periences opening a new toy on the holidays, but
just like that new toy, the gadget loses its novelty
with time--a principle psychologists refer to as
"hedonic adaptation." On the other hand, experi-
ences--even those that are fleeting or may initially
provoke trepidation, such as hang gliding--create
memories that help foster prolonged contentment.

2. Make It a Treat. While you're investing in those
experiences, be sure to spread them out so they
don't become expectations or habits. In this way,
the novelty of each new experience will be fully
realized. As the book says, "Abundance is the
enemy of appreciation." This is also true with
something as simple as a cappuccino. If you
make it a daily ritual, it becomes a habit. If you
instead substitute your daily coffee once a week
with a froth-covered treat, then it becomes a re-
ward to savor.

3. Buy Time. According to Dunn and Norton,
individuals should ask themselves the question,
"How will this purchase change the way | use my
time?" For example, will it allow you to spend
more time with your friends or family, or create
more "to-dos" to clog your list? Will it free you up
to participate in more activities you enjoy? Invest-
ing in products or services that allow you to spend
time on the things you love will lead to greater
overall well-being. And, say the authors, don't fall
into the trap of putting a dollar value on your time,
as this leads to increased stress levels. "Simply
feeling like your time is valuable can make it
seem scarce."

4. Pay Now, Consume Later. Paying for a treat
or experience up front, such as event tickets you
buy months in advance, allows you to benefit
from the extended pleasure of eager anticipation.
With all due respect to Tom Petty, the waiting, it
seems, may be the best part. Conversely, credit
cards can be a dangerous, albeit convenient,
financial tool, facilitating a "consume now, pay
later" dynamic. One study cited in Happy Mon-
ey found that all 30 people surveyed underesti-

mated their monthly credit-card bills by a sizable
average of nearly 30%.

5. Invest in Others. Regardless of your circum-
stances--wealthy or not, young or old--research
finds that spending money on others leads to
greater happiness than spending on oneself.

The danger zones

While some experts differ on whether higher
incomes result in greater levels of happiness,
they tend to agree on the following: Increasing
debt levels are detrimental to happiness, and
keeping up with the Joneses can lead to a gen-
eral sense of dissatisfaction. Instead, actively
managing debt while finding ways to appreciate
what you already have on a day-to-day basis
may help you make well-thought-out saving and
spending choices that support your overall level
of well-being.
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Have you ever had questions
about the much-discussed 529
plan account? Here are some
common questions about the
account that will help you de-
cide whether this type of vehicle
is right for you.

FAQs on Opening a 529 Plan Account

529 plans are savings vehicles tailor-made for
college. Anyone can open an account, lifetime
contribution limits are typically over $300,000,
and 529 plans offer federal and sometimes state
tax benefits if certain conditions are met. Here are
some common questions on opening an account.

Can | open an account in any state's 529 plan or
am | limited to my own state’s plan?

Answer: It depends on the type of 529 plan.
There are two types of 529 plans: college savings
plans and prepaid tuition plans. With a college
savings plan, you open an individual investment
account and direct your contributions to one or
more of the plan's investment portfolios. With a
prepaid tuition plan, you purchase education
credits at today's prices and redeem them in the
future for college tuition. Forty-nine states (all but
Wyoming) offer one or more college savings
plans, but only a few states offer prepaid tuition
plans.

529 college savings plans are typically available
to residents of any state, and funds can be used
at any accredited college in the United States or
abroad. But 529 prepaid tuition plans are typically
limited to state residents and apply to in-state
public colleges.

Why might you decide to open an account in an-
other state's 529 college savings plan? The other
plan might offer better investment options, lower
management fees, a better investment track rec-
ord, or better customer service. If you decide to
go this route, keep in mind that some states may
limit certain 529 plan tax benefits, such as a state
income tax deduction for contributions, to resi-
dents who join the in-state plan.

Is there an age limit on who can be a beneficiary
of a 529 account?

Answer: There is no beneficiary age limit speci-
fied in Section 529 of the Internal Revenue Code,
but some states may impose one. You'll need to
check the rules of each plan you're considering.
Also, some states may require that the account
be in place for a specified minimum length of time
before funds can be withdrawn. This is important
if you expect to make withdrawals quickly be-
cause the beneficiary is close to college age.

Can more than one 529 account be opened for
the same child?

Answer: Yes. You (or anyone else) can open
multiple 529 accounts for the same beneficiary,
as long as you do so under different 529 plans
(college savings plan or prepaid tuition plan). For
example, you could open a college savings plan
account with State A and State B for the same
beneficiary, or you could open a college savings
plan account and a prepaid tuition plan account
with State A for the same beneficiary. But you
can't open two college savings plan accounts in
State A for the same beneficiary.

Also keep in mind that if you do open multiple 529
accounts for the same beneficiary, each plan has

its own lifetime contribution limit, and contribu-
tions can't be made after the limit is reached.
Some states consider the accounts in other
states to determine whether the limit has been
reached. For these states, the total balance of
all plans (in all states) cannot exceed the maxi-
mum lifetime contribution limit.

Can | open a 529 account in anticipation of my
future grandchild?

Answer: Technically, no, because the benefi-
ciary must have a Social Security number. But
you can do so in a roundabout way. First, you'l
need to open an account and name as the ben-
eficiary a family member who will be related to
your future grandchild. Then when your grand-
child is born, you (the account owner) can
change the beneficiary to your grandchild.
Check the details carefully of any plan you're
considering because some plans may impose
age restrictions on the beneficiary, such as be-
ing under age 21. This may pose a problem if
you plan to name your adult son or daughter as
the initial beneficiary.

What happens if | open a 529 plan in one state
and then move to another state?

Answer: Essentially, nothing happens if you
have a college savings plan. But most prepaid
tuition plans require that either the account own-
er or the beneficiary be a resident of the state
operating the plan. So if you move to another
state, you may have to cash in the prepaid tui-
tion plan.

If you have a college savings plan, you can
simply leave the account open and keep contrib-
uting to it. Alternatively, you can switch 529
plans by rolling over the assets from that plan to
a new 529 plan. You can keep the same benefi-
ciary when you do the rollover (under IRS rules,
you're allowed one 529 plan same-beneficiary
rollover once every 12 months), but check the
details of each plan for any potential restrictions.
If you decide to stay with your original 529 plan,
just remember that your new state might limit
any potential 529 plan tax benefits to residents
who participate in the in-state plan.
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What is this new chip-card technology I've been hearing about in the news?
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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 recommen-
dations and/or services. Please also
advise us if you would like to impose,
add, or modify any reasonable re-
strictions to our investment advisory
services. A copy of our current writ-
ten disclosure statement as set forth
on Form ADV Part Il A/B continues to
remain available for your review up-
on request.

In recent years, data breaches at major retailers
have increased across the United States. As a
way to counteract these data breaches, many
U.S. credit-card companies have started imple-
menting a more secure chip-card technology
called EMV (which is short for Europay, Master-
card, and Visa).

Currently, most retailers use the magnetic strips
on the back of your debit or credit card to access
your account information. Unfortunately, the infor-
mation contained in the magnetic strips is easily
accessed by hackers. In addition, the magnetic
strips use the same account information for every
transaction. So once your card information is sto-
len, it can be used over and over again.

With the new EMV technology, debit cards and
credit cards are embedded with a computer chip
that generates a unique authentication code for
each transaction. So if your card information is
ever hacked, it can't be used again--it's a "one-
and-done" scenario.

While many developed nations moved to EMV
technology years ago, U.S. retailers have previ-
ously been unwilling to shoulder the costs. Fortu-
nately, there is good news for U.S. consumers on
the horizon.

Beginning in 2015, many large retailers will
switch to the new EMV technology by installing
payment terminals designed to read the new
chip-embedded payment cards. It may take ad-
ditional time, however, for smaller retailers to
adopt this latest technology.

Along with EMV, even more advanced encryp-
tion technology is being developed that will in-
crease security for online transactions and pay-
ments made with smartphones. In fact, new
mobile payment options like Apple Pay and
Google Wallet could eventually make paying
with plastic entirely obsolete.

In the meantime, in the wake of these data
breaches, you should make it a priority to peri-
odically review your credit-card and bank ac-
count activity for suspicious charges. If you typi-
cally wait for your monthly statements to arrive
in the mail, consider signing up for online access
to your accounts--that way you can monitor your
accounts as often as needed.

Am | liable for unauthorized transactions on my debit card?

It depends. Federal law provides consumers with
protection against most unauthorized credit- and
debit-card transactions.

Under federal law, consumer liability for unauthor-
ized credit-card transactions is limited to $50.
However, many banks and credit-card companies
offer even more protection for credit cards in the
form of "zero liability" for unauthorized transac-
tions.

For unauthorized debit, rather than credit, trans-
actions, the rules get a bit trickier. For the most
part, you won't be held responsible for any unau-
thorized debit-card withdrawals if you report the
lost card before it's used. Otherwise, the extent of
your liability depends on how quickly you report
your lost card. If you report your lost debit card
within two business days after you notice your
card is missing, you'll be held liable for up to $50
of unauthorized withdrawals. If you fail to report
your lost debit card within two days after you no-
tice your card is missing, you can be held respon-
sible for up to $500 of unauthorized withdrawals.
And if you fail to report an unauthorized transfer
or withdrawal that's posted on your bank state-
ment within 60 days after the statement is mailed
to you, you risk unlimited liability.

The good news is that some banks and credit-
card companies are offering the same "zero liabil-
ity" protection to debit-card users that they offer to
their credit-card users. This zero liability protec-
tion, however, does come with exceptions. In

order to have zero liability for unauthorized debit
-card transactions, consumers may be required
to report the loss of their card
"promptly" (typically, no more than two days
after they learn of the card loss or theft). In addi-
tion, a consumer may need to exercise
"reasonable care" to safeguard his or her debit-
card information. For example, an individual who
gives someone else his or her debit card and
PIN could be held responsible for any unauthor-
ized transactions.

It's important to remember that, unlike credit
cards, debit cards directly link to your financial
accounts. As a result, you should act quickly
and call your bank or credit-card company as
soon as you learn of any unauthorized transac-
tions on your account.
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