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Economic Commentary
The
Habitable
‘Goldilocks’
Zone
by James Pafundi
Goldilocks… who was she, why was she out in
the woods alone, and why was she breaking
into homes and availing herself to amenities
that weren’t hers? While researching these
and many more fascinating questions for this
quarter’s newsletter, I began to contemplate her
contribution to the exploration of space.
Just this past July, Astronomers at NASA’s Kepler
Telescope discovered the first Earth-size planet
orbiting a star in the “habitable-zone.” The
habitable zone, sometimes referred to as the
“Goldilocks Zone,” is the region around a star
that has just the right conditions to find liquid
water on a planet’s surface. This is important,
because liquid water is thought to be essential
to life. But for those of you fearing a Trump
election, don’t get too excited -- the planet is
over 5t light years away. Canada still might be a
better bet.

We hope you enjoyed the sunny summer
months and are as ready for all the perks
of autumn as we are. There’s no place
quite like the Pacific Northwest to watch
the leaves change color, after all!

We hope you have a wonderful holiday
season spent with family and friends, and
look forward to seeing you in 2017.

Which brings me back to the stock market. This
past July, the stock market, as measured by the
S&P 500, broke out into all time highs not seen
since May 2015. Since then, we have digested
a major slow down in China, a collapse in oil
prices, European challenges, a bad US GDP
print in the first quarter, the Brexit, a messy
Middle East, and not to mention a Presidential
election situation that doesn’t necessarily ring

out “stability.” And yet, here we sit, at the time of
this writing, very near those all time high levels.
Could Goldilocks shed some light on our current
market environment? Of course she can.
One of the common arguments in support
of current market prices is that we are in a
“Goldilocks zone,” or a time of low inflation,
low borrowing rates, and good relative strength
of the US economy. However, some market
participants are questioning the growth portion
of the Goldilocks equation. Will future growth be
so low as to thus force us out of that “just right”
environment? Maybe. Will the three bears show
up unexpectedly? It’s possible.
But just like scientists have found microscopic
life in some pretty extreme, unexpected
environments here on Earth (nuclear reactors,
acid and boiling hot water, to name a few), the
fact that we are sitting close to all time highs
on the market might be telling us that the
market’s Goldilocks Zone might be larger than
some expect. That being said, I continue to
recommend keeping some bear spray handy.
“It’s tough to make predictions, especially about
the future.” – Yogi Berra
The economic forecasts set forth in the
communication may not develop as predicted
and there can be no guarantee that strategies
promoted will be successful. The opinions voiced
in this material are for general information
only and are not intended to provide specific
advice or recommendations for any individual.
All performance referenced is historical and is
no guarantee of future results. All indices are
unmanaged and may not be invested into directly.
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Travel & Adventure

by James Pafundi

“It’s kinda like the cherry on top.”
That’s how our veteran guide, Max, first
introduces us to the idea of a class V rapid.
The 26-year-old West Virginian continues,
“Now, I want you all to have a good time and
walk away from this experience with good
thoughts and happy memories. So if the
idea of a class V rapid -- and maybe a class
V swim -- doesn’t sound like a good time to
you, then it might not be for you,” he says
rather bluntly, looking each of us in the eyes
as we float through a calm section of river.
This conversation was being had as we
approached the banks of the White Salmon
River after having completed 99% of an
upper river white water rafting adventure.
We were almost done: only one rapid left. I
looked at my good buddy Sydney and his son
Will. We had previously all agreed to do the
final class 5 rapid, and there hadn’t been a
lot of discussion before we arrived and since
then there hadn’t been on the matter. (Once
Will said he was going, there was no backing
out for Syd.) I was fully committed, too.
One of my fellow boat partners asks,
“How big of a drop is it?”
“About thirteen feet pool-to-pool, but
really only nine feet vertical,” Max replies
with the ease of repetition. He’s probably
said it a thousand times over his eight
seasons on this same river.
I remember that our boat is 13 feet long,
and glance over it, taking in its length and
trying to gauge the vertical drop. Seems
doable to me. I was up for it and so were the
rest of us. Perfect.
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After verbalizing we are all going to do
the rapid, we pull over to the side to arrange
the boat, evenly distributing the total weight.
Max begins his instructions “now as we
approach the fall we will need to keep some
momentum so remember to paddle on my
command. Once we are lined up I’m going
to yell for everyone to get down and hold on.”
At this point we were to grab the rope and
the center handle, wedge ourselves into the
bottom of the boat, and prepare to get wet!
We have our instructions. Everyone
confirms their understanding.
“Now, as way of full disclosure, things do
go wrong.” Max continues. “Afterwards, I’m
often asked, what did we do wrong? We did
everything you said and we still flipped the
raft. I tell them that, most likely, the problem
was going through a class V rapid on a raft.
When dealing with the river, there are no
guarantees. Just do your best.”
We all acknowledge the risk as
acceptable. Our second guide is now in
position to throw the rope bag from the
shore should one or more of us get ejected
from the boat. Max pushes us back from
the safety of the river bank. “STROKE,
STROKE!” Max yells as we approach our
entry point.
Is this really happening? I ask myself.
Just before the roar of the water becomes
overwhelming, Max yells, “GET DOWN
AND HOLD ON!” and that’s when I get my
first look at the fall. I realize it’s a little larger
than what I expected, and make up my
mind I will not get thrown out of the boat. I
grip down harder on my anchor points…

And clearly I survived, because one week
later I found myself back at Zoller’s Raft to
raft the upper White Salmon again. This
time I’m with my wife and four of our long
time friends, visiting us from California.
I have talked them all into going on this
fantastic adventure. What a better way to
experience the PNW, right?

Per my request, Max is once again our
guide. We have an epic upper White
Salmon River adventure, including going
down a class IV rapid backwards. Afterward,
Max is pulled over to the bank with just the
final rapid to go. He starts in with his cherry
on top speech, and I look around at my
friends, gauging their facial expressions. It
doesn’t look like many of them are up for
it, but I’m hoping his speech might change
their minds. In our previous discussions,
only my friend Steve was game, and even
Max isn’t able to sway them.
As far as the others not wanting to go, I
can understand why. Up until a few hours
before, Gina and our friends had no rafting
experience to speak of, and we had just
done two continuous hours of class III and
class IV rapids. The idea of now doing the
final class V can seem a little overwhelming.
There’s no shame in not doing the final
rapid, but I was definitely glad that Steve was
looking forward to it. It was just as good
the second time around.
So, I’m happy to report
I’m two for two on my class V
rapids. No class V swims…
yet. Yes, that is a complete
submersion of the boat,
but it happens amazingly
quickly. It was a great
experience that I look
forward to having again.
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What’s Cooking
by Gina Pafundi

Fall Squash
Bean Soup

Fall brings so many
wonderful recipes and
classic comfort food.
This soup is hearty
and packed with a lot
of great nutrients to
warm the soul.

by Gina Pafundi

Directions:
To begin, preheat your oven or toaster
oven to 400 degrees. Put garlic cloves
in a piece of aluminum foil, drizzle with
olive oil, and wrap up. Roast garlic in
oven for approx. 30 mins and set aside.
In a large stock pot, heat olive oil
over medium heat. Sauté onions and
celery for approximately 5 minutes.
Add sausage and grind up in the pan
until completely cooked. Add all the
vegetables to the pot, including canned
tomatoes and beans. Stir, rotating
vegetables from bottom of pan, for
approximately 5 minutes.
Take some of the broth and put it in a
blender with the roasted garlic. Add this
mixture and the rest of the broth to the
pot. Salt and pepper to taste. Simmer
for about 45 minutes, until vegetables
are cooked through, and then add the
parsley on top. When you serve, you can
garnish each bowl with some parmesan
cheese and a little pasta or quinoa.
Enjoy!

Ingredients
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

3 tbsp. olive oil
1 large white onion
1 large red onion
5-6 cloves roasted garlic
2 stalks of celery
2 sweet Italian sausages, casings removed
1 medium sized butternut squash, cut into
cubes (approx. 2 cups)
2 c zucchini
1 c yellow squash or delicate squash
2 c green beans
1 can crushed tomatoes
1 cup chopped baby tomatoes
1 can white beans
1 can garbanzo beans
8-10 cups of chicken broth
(approx. 2 boxes)
½ c of chopped flat leafed parsley
Salt and pepper to taste

I like to use a lot of garlic and onion in
my cooking. Onions and garlic are part
of the allium family of foods, which
have been shown to possess antiviral
and antic cancer properties, help lower
cholesterol, and reduce blood pressure
(Kaiser Permanente’s Positive Choice
Wellness Center, SD, CA).
I’m so grateful to Watershed Garden
Works Farm in Longview and my
neighbor for providing the fresh
veggies to make this wonderful
soup. My father, mother, and sister
will be spending Thanksgiving with
us this year, and I plan to make a
pot of this soup as a prelude to the
Thanksgiving Day feast!

Optional

• 1 jar of artichoke antipasto

Optional garnish
• Parmesan Cheese
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How Banks Make Money
When Rates Are Low –
Banking Sector Focus

Europe’s Biggest Banks –
International Banking

by James Pafundi

The ultra-low rate environment fostered
by Europe’s central bank, the ECB, has
made it ever more difficult for European
banks to make money. The ability of
banks to create profitability is primarily
based on the interest rate environment,
as they lend at higher rates than what
they’ve borrowed at.
Some of Europe’s largest and most
prominent banks are German, part of
the single largest and most influential
economy throughout Europe. A
combination of low rates, dismal
economic growth, the effects of Brexit,
and recent penalties imposed by the
U.S. Justice Department has levied a
tremendous strain on the German and
European bank sectors.
Politics are also playing a critical part
in how a banking crisis might evolve or
be entirely missed. The Chancellor of
Germany, Angela Merkel, vowed not to
use German tax funds to help bail out
banks and now with a reelection on the
horizon, it is almost certain that any
government bail out or assistance of any
type will most likely not occur. German
policy makers have been known for
believing that the banks in the southern
regions such as Italy and Greece should
not be bailed out or rescued by their
native country.

Over the years, banks experienced a
metamorphosis from simple corner
branches offering savings, checking
and basic loans to mega financial
entities offering investment products,
mortgages, specialized lines of credit,
investment banking and private banking.
The dismantling of the depression era
regulation, the Glass-Steagall Act, also
known as the Banking Act of 1933,
allowed banks, insurance companies,
and investment banks the ability to enter
into multiple business functions. Some
economists believe that the loosening of
these regulations that started in the mid
1990s may have led to the financial crisis
of September 2008.
For years banks basically made money
from the interest earned on their loans
and mortgages. This interest earned by
banks is known as net interest margin,
thus greater interest rates essentially
earned larger net interest margins. This
formula was fine for years until rates
started to drop. So as rates dropped,
banks were able to earn less of a margin,
the difference between what banks pay
the federal government to borrow funds
versus what they lend it out for to both
retail and institutional customers.
•••
Sources: Federal Reserve, FDIC, Office of the
Comptroller of the Currency

by James Pafundi

•••
Sources: ECB, Eurostat

James D. Pafundi • Gina M. Pafundi, Branch Operations Manager
Securities and financial planning offered through LPL Financial,
a Registered Investment Advisor, Member FINRA/SIPC
1516 Hudson St., Suite 202 • Longview, Washington 98632
ph. 360-425-0100 • fx. 877-640-3380
james.pafundi@lpl.com • gina.pafundi@lpl.com • brittany.norvell@lpl.com
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Book Corner
by James Pafundi
The Art of Learning; An Inner
Journey to Optimal Performance
by Josh Waitzkin
Bobby Fischer (1943-2008) was a
more than famous American chess
grandmaster who defeated then Russian
World Chess Champion Boris Spassky
in 1972. In 1993, a movie was released
called “Searching for Bobby Fischer.” It
chronicles a young chess prodigy, Josh
Waitzkin, and his quest to become a
World Champion. It is Waitzkin’s book
I read after hearing him interviewed. In
his book, Josh goes into detail on what
he has found to be the keys to learning
and optimum performance.
Josh chronicles what it is like to have
the word “prodigy” associated with your
name and all of the expectations that
come along with it. During his chess
career, he learned what it meant to be his
original self, not someone patterned off
another. He also learned what it meant
to take responsibility for his losses as
well as his victories. His insights can be
applied to everyone in any life situation.

