
Welcome
With the recent Independence Day celebrations, I’ve been thinking about the five basic 
freedoms we enjoy in this great country: freedoms of speech, religion, press, petition, and 
to assemble peacefully. Our great nation promotes and encourages the entrepreneurial 
spirit. Combining freedom with opportunity enables us to grow strong and successful 
businesses, along with the pursuit of happiness.

In this issue of the FAC Quarterly…
In Market Insights, we discuss what we feel is the # 1  rule in investing as well as historical 
market downturns and their true recovery periods. I also explain why cash within your 
retirement income portfolios play an important part. We also discuss your TD Ameritrade 
accounts as well as provide links to FACs two Folio based methodologies QTCore and 
Alpha Index.

In Estate Planning, we will review the legal and custodial based documents that play a 
very important role in advance-planning for the elderly.

In Housekeeping, we discuss Broker Dealer dis-associations and re-configurations 
to our systems to better serve our clients and advisors. Also, FAC welcomes a new 
advisor relationship with Red Mountain Financial, Inc.

Market Insights
This current economic expansion remains on very firm footing these past few months. The 
ISM manufacturing assessments have rarely been better, but soaring orders and production 
are putting pressure on both supply chains and distribution channels. Likewise, the current 
jobs market is very tight with job openings at a record high and unemployment dropping 
to 3.8% as companies scramble to hire qualified people. In April, the U.S. Department of 
Labor reported: 

“The employment-cost index, a measure of wages and benefits for civilian 
workers, increased 2.7% over the past year, the strongest annual pace since 
the third quarter of 2008.” 

Wall Street Journal – 4/27/18

Historically, these types of capacity constraints have nearly always translated into rising 
inflationary pressures. The question is, how long can the Fed stick to its policy of gradual 
interest rate normalization in this situation? James Bullard, president of the Federal Reserve 
Bank of St. Louis recently stated that the Federal Reserve should suspend interest-rate 
increases to avoid a yield-curve inversion: “Imminent yield-curve inversion in the US has 
become a real possibility,” so at least we know the fed is somewhat aware of the territory 
we are presently in.
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Also, I could not write on the market without using the “T word”, as Trump continues to 
utilize the strong dollar, and domestic energy independence within his trade war tools 
which is not helping foreign markets. Increasing the US dollar’s strength makes exporting 
a challenge for domestic based companies. Trump is also supporting a bill to unilaterally 
raise tariffs without congressional consent, which is abandoning the rulebook of the World 
Trade Organization, and placing foreign policy within uncharted waters. While there are 
companies that might not be significantly impacted by tariffs from a cost perspective, the 
uncertainty around it, in general, could cause more volatility within an already choppy 
market that, on aggregate, has not gone in a meaningful direction year to date.

 Based on the current strength in both fundamental and technical evidence, we certainly 
can’t rule out further gains in this bull market, but the rising risks at this stage of the 
cycle warrant caution. FAC continues to position our holdings to benefit from any further 
upside, but more importantly, we are maintaining our current defensive strategy with 
our allocation toward high quality dividend stocks within less cyclical sectors, selected 
momentum holdings, and cash.

The #1 Rule in Investing
What is the #1 rule in investing? That’s a debatable question, but if I had to pick just one, it 
would be the Peter Lynch line “knowing what you own and why you own it.” For if you don’t 
get that one right, you won’t hold any investment long enough to reap the benefits of 
compounding. 

Warren Buffett coined the phrase “The first rule in investing is: don’t lose money, and 
the second rule is don’t forget the first rule”. However, in the real world, this entire notion 
is absurd. Throughout history, anyone that has invested has lost money at one time or 
another. Buffett himself lost close to 50% on two separate occasions. Drawdown is the 
norm, not the exception. That is the price you pay in exchange for a higher return than a 
risk-free savings account.

Drawdown to Recovery

Speaking of drawdowns and market down-turns, listed below is historical data regarding 
market down-turns and how long they historically took to recover those losses provided 
by the AAII.

Since 1871, market downturns have recovered as follows:

• 33% of market downturns recover within a month

• 50% of market downturns recover within 2 months

• 80% of market downturns recover within 1 year

• 95% of the time, those big “once or twice in a lifetime 
drops” return back to even in 3 to 4 years
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Collectively, since 1871, the time it takes for the market to recover (top to trough to top 
again) is a mere 7.9 months.

Unfortunately, most individual investors watch daily, weekly, monthly and quarterly market 
moves as if their life depends on it. However, having cash reserves within your portfolio 
may be an important solace for those living on their investments. You may look at it this 
way: if the average market down-turn recovers in 8 to 10 months, then having 8 to 10 
months of living expenses in cash available to wait things out, without having to sell your 
investments while the market is down may provide prudent peace of mind.

So, think about the above data the next time you fear we are at a top.  Also remember: 
unless you have a crystal ball, you will likely never accurately know when we are at a top 
or a bottom. Therefore, just simply realize that long-term investing works and that FAC 
Advisors have your back in trying to put you in front of your quality investment ideas, tools 
and guidance.

FAC’s TD and Folio Accounts

FAC TD Ameritrade Accounts on aggerate for Q2 2018, continue to exceed their 
comparable Global Moderate Growth Index performance YTD with present cash holding 
of approximately 25%. Speaking of cash, as the previous article “Drawdown to Recovery” 
indicates,  with average historical market draw-downs  lasting on average around 8 months, 
having the necessary cash to fund distributions during these average periods may assist in 
keeping management from having to sell equity positions while they are possibly down. 
Though this practice does not guarantee account principal protection during market 
down-turns, it does help management attempt to lessen the longer-term effects of these 
inevitable, and non-predictable down-turns, as well as not being forced to sell positions to 
fund distributions.

FAC’s Folio based methodologies continue to exceed their Global Moderate Growth 
comparable Indexes YTD as well. Please click here to view FAC’s most recent Q2 2018 Fact 
Sheets QTCore and S&P 500 Equal Weight Alpha Index. Please do not hesitate to contact 
your FAC Advisor with any questions, to schedule a review of your accounts, or simply 
to check-in for an overall update. We are here to serve you and always make ourselves 
available for consultation. During these up-dates it is important to let your advisor know 
if you have experienced any life changing events, or if your tolerance for risk has changed.

Estate Planning
When it comes to a parent or spouse’s healthcare, the law is very strict about who can 
receive status updates, participate in conversations with medical professionals, and make 
medical decisions. These policies are meant to protect our sensitive information, but they 
can also pose serious problems for family caregivers.

There are ways to access a loved one’s medical records and obtain the ability to make 
decisions on their behalf. However, these legal permissions must be established before 
they are needed for them to be effective. Unfortunately, many families do not realize that 
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any special paperwork is required for them to participate in a loved one’s care, and the 
consequences of being unprepared can be very stressful for everyone involved.

You might be barred from accessing vital medical information or unable to direct your 
loved one’s care if they cannot make their own decisions. In a worst-case scenario, you 
may need to go to court and petition for guardianship to obtain these legal powers. 
Fortunately, families can avoid this time-consuming and expensive scenario by working 
together to prepare three necessary legal documents and one custodial based document 
that will enable them to make critical care decisions.

HIPAA Authorization Form

The Health Information Portability and Accountability Act (HIPAA) provides 
legal standards for keeping a person’s health information and records private. 
This means it is illegal for medical professionals to share any details about your 
care recipient’s health unless they gave their written consent for you to receive 
this sensitive information. HIPAA authorization is a simple, yet important 
document for family caregivers. It authorizes the doctor to keep approved 
family members in the loop regarding a loved one’s medical status. This form 
only takes a moment to complete, and every doctor’s office should have blank 
ones on hand for patients. All you need to do is request that your loved one 
grants you access to their healthcare information by filling out this form.

Health Care Proxy

Also known as a medical power of attorney (POA), a health care proxy is a legal 
document that enables a person (called the “principal”) to appoint a trusted relative 
or friend (called the “agent”) to handle specific healthcare decisions on their behalf.  
While HIPAA authorization only grants a caregiver access to information, a 
medical POA document grants this access as well as the ability to make medical 
decisions for their care recipient. This document is crucial because it gives a 
trusted person the power to manage a loved one’s healthcare in the event they 
become incapacitated. There is a catch, though. This document must be prepared 
while a person is still mentally competent to grant an agent these powers. 
It is important for the principal to trust that their agent understands their 
healthcare goals and will act in their best interest. This is where the next legal 
document comes into play.

Advance Health Care Directive

This document is commonly referred to as a living will. An advance health care 
directive lets people record their wishes for end-of-life care before a medical 
crisis strikes. With a living will, a person’s loved ones don’t have to agonize over 
difficult medical decisions. This document essentially spells out instructions 
for a medical POA to follow when making end-of-life care decisions.   
A living will may indicate specific treatments a person does or does not want 
performed under certain circumstances. At the very least, the document 
should specify whether resuscitation should be attempted if breathing stops, 
whether artificial life support should be used, and whether a feeding tube 
should be inserted.

Assigning a “Trusted Person” (Custodial Based Document)

This “Trusted Person” document is available through your Advisor’s custodian 
and can be made part of your Customer Account Information. A “trusted 
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person” is intended to protect vulnerable investors by having you provide 
contact information for a person the advisor is authorized to contact in the 
event your advisor suspects you are suffering financial exploitation, fraud, or 
another serious issue affecting your ability to act in his or her own best interest. 
This person should be someone we can reach out to should the need ever arise 
– an emergency contact for your Advisor.

When choosing your Trusted Contact, consider a person you trust and who 
will assist us with only your best interest in mind. We recommend that your 
Trusted Contact be an unbiased person rather than someone who may have 
an interest in your accounts or assets. Consider choosing someone who is not a 
spouse, joint account owner, power of attorney, Trustee, or beneficiary of your 
accounts. 

In the event your Advisor ever needs to contact your Trusted Contact, they 
will not share any information about your accounts, investments or assets. 
Nor should they take any instruction from your Trusted Contact or make any 
changes to your accounts at their request. Your Trusted Contact is merely 
someone your Advisor can get in touch with if they have concerns regarding 
your health or financial well-being.

Preparation is Crucial

Once a healthcare emergency strikes, it is usually too late to prepare these documents. To 
avoid unnecessary stress and confusion, talk to your family members about getting their 
affairs in order. It is important for all adults to discuss their personal wishes with loved ones 
while they are still healthy.

FAC Advisors work in conjunction with elder law attorneys that can discuss individual 
questions and concerns, prepare these legal documents, and provide advice on additional 
legal planning tools that may be useful for your family’s circumstances. Your FAC Advisor is 
a click or phone call away with the service and knowledge you deserve.

Housekeeping
Jon says Goodbye to Pro Equities Inc.

After 28 years with Pro Equities, I will no longer be associated with Pro Equities. FAC has 
always been independent of Pro Equities, so this dis-association really will not affect FAC 
or our clients to a great degree. FAC has advisors who are still associated with Pro Equities, 
which will enable FAC to service any product-based account that we already have, so the 
actual affect to you, the client, is minimal. 

Pro Equities Inc. is a member of FINRA, a self-regulatory body, and provides a place where 
advisors must go to sell Wallstreet sponsored commission-based “Products” like Variable 
Annuities, Variable Life, Mutual Funds and other commission-based offerings. These 
products are very viable and necessary in certain situations. However, FAC currently 
implements greater than 98% of its fiduciary-based services through non-commission-
based asset management platforms and hourly rate estate planning services, and it 
is expensive and cumbersome to support a Broker-Dealer. However, if you need to sell 
a commission based product which cannot be offered through an RIA like FAC, then you 
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need a Broker-Dealer. Some of our advisors and clients still need this viability and continue 
to associate with a Broker Dealer. So, it is through these highly trained and professional 
advisors that FAC will be able to continue to service any of our client’s existing product 
based accounts. Most importantly, this is a transparent change that should not affect you, 
so there is nothing that needs to be done on your part.

FAC Re-Configures

Pursuant to this change, over the coming days, we will also be re-configuring some of 
our system Consolidated Statement Portals to better serve you; and therefore, you will 
experience temporary disruptions in accessing your Consolidated Statement Portals, 
thought our website, but in no way will this change affect your Investment Accounts with 
Folio Institutional or TD Ameritrade or their  (Online Statements), or any other product 
statements that you may currently hold through FAC custodians.

FAC Welcomes Parks Lee

FAC would like for our clients, advisors and friends to join us in welcoming  Manley  Parks  Lee 
with Red Mountain Financial Inc. who makes First Advisors Capital, Inc. his go-to 
Registered Investment Advisor RIA.  Parks has been a trusted advisor to his clients for over 
25 years and brings a wealth of knowledge and insight to the Firm, plus he is a pretty nice 
guy too! We are honored to have him and are pleased that he and his clients have chosen 
allow FAC to assist them with their investment and estate planning needs. Welcome Parks! 

Thank You!
Service is very important to us. So please let your advisor know if you need anything at all. 
We are a click or a phone call away. FAC’s advisors stand ready with the heart of a teacher to 
assist you with your financial, estate or investment management needs.

Thank you for being a part of the First Advisors Capital Inc. (FAC), and we appreciate your 
patience with our transition. We consider your financial well-being our first priority, and 
we are honored that you have chosen us to serve you. Should you have any questions or 
require assistance in any way, please feel free to contact your FAC Advisor or call us directly 
at (205) 991-8484 or 866-353-8484 or email us at support@myfac.com .

Wishing you all the best!

Jon P. Lindberg,

Principal, CEO, CCO

First Advisors Capital, Inc. (FAC)

First Advisors Capital, Inc. (FAC) is an investment adviser registered with the State of Alabama

4956 Valleydale Road Suite 203 · Birmingham, AL 35242 · (205)-991-8484

www.MyFAC.com · Support@MyFAC.com

First Advisors Capital, Inc. will not accept buy or sell  (including short sale)  instructions regarding a client’s account sent by electronic mail 
systems. The information contained herein has been obtained from sources believed reliable solely for informational purposes but, is not 
necessarily complete and cannot be guaranteed.  This communication may contain inaccuracies or typographical errors. First Advisors Capital, 
Inc. does not render legal, accounting, or tax advice.  Where performance data is shown, past performance is not an indicator of future results. 
This communication may contain non-public, proprietary, confidential or legally privileged information. If you have received this email in error, 
please 1) notify the sender by replying to this message, 2) permanently delete this e-mail, its attachments, and any copies of it immediately, 
3) do not retain, copy or use this e-mail or any attachment for any purpose, nor disclose all or any part of the contents to any other person.   
Attachments that are part of this electronic communication may have additional important disclosures and disclaimers, which you should read.
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