
Thank You!!!

I’d like to again thank you for your patience as we continue to reinvent our service to you.
We’ve  directly  registered  Capstone  Financial  Group,  Inc.  with  the  SEC,  changed  primary
custodians  to  Charles  Schwab  &  Co.,  added  new  portfolio  management  and  customer
relationship  technology  and  added  risk  alignment  technology.  We  will  follow  these
improvements with new financial planning technology later this fall. These improvements are
focused on the goal of providing you with unparalleled, state-of-the-art service and advice. 

The Client Portal and Upgraded Client Reports

Our new portfolio management technology, Black Diamond, provides numerous benefits to our clients, our
staff and me. The most visible elements to clients are a client portal and robust reporting. We will begin
rolling out the client portal as well as client reporting services in the next couple of weeks. Initially, we will
have historical data as of the beginning of 2019. Later this year, we will have historical data going back to
when we moved to Fidelity in early 2009.   

The Markets and the Economy-3rd Quarter of 2019

The S&P 500 index of large domestic companies increased 1.7% for the quarter and has increased 20.6% so
far for 2019. Interestingly, the best performing sectors of the stock market for the quarter were utilities, up
9.3% and staples, up 6.1%. So, there was a distinct rotation toward stocks with lower stock market risk during
the quarter. The price/earnings ratio of the index stands at 16.8 times annual earnings. This is slightly higher
than the 25-year average P/E of 16.19.  

The domestic economy is doing reasonably well. The Gross Domestic Product increased 2.3% year-over-year
and 2.0% quarter over quarter. The 3.5% unemployment rate is the lowest since 1969 and is well below the
50-year average of 6.2%. Household debt service is 9.7% of income, the lowest level since the 1980’s and
well below the peak in 2007 of 13.2%. Interest rates remain low and have decreased this year. The bellwether
ten-year U.S. Treasury bond yields 1.7% down from 2.0% at the end of the second quarter. The 30-year
Treasury yields 2.12%. This is down from the 2.52%  30-year yield at the end of the second quarter.   

Health Savings Accounts

Everyone who is eligible should consider a health savings account. These offer a tax trifecta: tax-deductible
contributions, tax-free growth and tax-free withdrawals for qualified health expenses. To qualify, your health
insurance policy must have a deductible of at least $1,350 (individual) or $2,700 (family). The definition of
qualified medical expenses is  broad enough nearly everyone will  have qualified expenses.  For 2019, the
contribution limit is $3,500 (individual) and $7,000 (family). Those who are above age 55 at any time during
the year may contribute an additional $1,000. I have an HSA through HSA Bank in Wisconsin. If you have
questions about health savings accounts, don’t hesitate to call.  



T. Boone Pickens

“Success is not a straight line. Innovation has no end. No matter where you are in life, you can be
successful if you have a plan for action”. T. Boone Pickens

Most  Oklahomans  are  familiar  with  his  impact  on  my  alma  mater,  Oklahoma  State
University. It was substantial, of course. Most don’t realize his impact went far beyond
OSU  and  energy.  We  live  in  an  era  of  obvious  disruption;  new  technologies  and
approaches are disrupting traditional ways of doing business. This “creative destruction”
can  be  a  negative  thing  in  the  short-term for  those  directly  affected.  However,  it  is
enormously positive in the long-term. Mr. Pickens embraced disruption. His first job was
delivering newspapers.  He wasn't  satisfied with his  route,  so he bought the routes on
either side of his to form a larger, better one. After working three years with his Dad’s oil
company, he borrowed some money, found some investors,  and launched his  own oil

exploration business. In the '80s, oil was so cheap it was less expensive to acquire new oil fields through
corporate takeovers than to discover new oil reserves. Pickens became a corporate raider, disrupting the way
public oil and gas companies operated. My grandfather worked at Cities Service Company. The Cities Service
CEO at the time referred to Boone as a “Pirate”.  He then disrupted the energy industry with natural gas in the
1990s and wind energy in the 2000’s. Managers in the executive suites were a lot less comfortable in their
situations after Boone. In turning to natural gas then wind, Pickens proved he was willing to disrupt himself
later in his lifetime.  

"In business, I'm perhaps best known for my attempted corporate takeovers
throughout  the  1980s,"  Pickens  wrote  in  Forbes  two  years  ago.  "I  have
always believed that maintaining the status quo inevitably leads to failure."
One of the biggest "misses" in my career was the Internet Movie Database
(IMDb). I was attempting to convince my employer, Gannett, to buy IMDb.
We could  have  gotten  it  cheap.  But  my boss  told  us  we "weren't  in  the
business  of  buying  websites."  Amazon  later  bought  it  for  $55  billion.
Gannett, much like the rest of the newspaper world, wasn't willing to disrupt its own business to succeed in
the long-term. If it had a little more Pickens in it, things might have turned out differently. Many companies
understand the Pickens philosophy. That's why they are still relevant today. Frankly, our practice upgrades this
year are in this same vein. The world has much to learn from Pickens’ legacy. Pickens' biggest legacy has little
to do with oil or Oklahoma State, but everything to do with “creative disruption”. 

Introducing Deborah Knight

I am extremely pleased to introduce our new service professional, Deborah Knight.
Deborah joined our firm earlier this year and comes to us with a wealth of experience
in accounting, customer service, business management as well as business and real
estate ownership. She has several years of experience with another financial advisory
firm. Not only is she a tremendous, positive person, she is dedicated to your success.
Deborah  has  done  a  great  job  getting  us  moved  to  a  more  effective  customer
relationship technology. We’ve attempted to improve this more than once through the
years and she has been successful in getting us over  the hump this  time. This is
already  paying  dividends  in  improved  service  to  our  clients.  She  has  also  been
responsible for implementing our new risk alignment technology, Riskalyze. We are
very fortunate to have someone with Deborah’s experience and expertise with us. 

Thanks for your business!

Capstone Financial Group, Inc. is a registered investment advisor. 


