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Welcome
Back!
Spring and springtime refer to the season
of rebirth, rejuvenation, renewal, and
regrowth. Living in San Diego for twenty
years, we never realized what the true
definition of spring was. In the Pacific
Northwest, the burst of color, growth,
and life has been an incredible thing to
experience!
As FLD heads into spring, we celebrate our
assistant Brittany’s one year anniversary
with us. It is hard to believe it has only been
a year. She has been a great addition to our
team! We hope you continue to find this
newsletter informative and enjoyable, and
welcome any feedback you may have for us.

~ Happy Spring
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Economic Commentary
by James Pafundi

Major indices reached
new highs in late April
as U.S. companies
posted favorable
earnings and growth
estimates.
The concerns of a strong dollar affecting
earnings for U.S. companies reliant on
exports lessened, as some companies
reported increased sales in the U.S., offsetting
lost sales overseas.
The first quarter earnings season has so far
been better than expected, with over 65%
of companies reporting at the end of April
beating consensus estimates.
Among the top sectors beating earnings
estimates thus far include consumer staples,
utilities, and health care. Market analysts see

Wages &
Spending
By James Pafundi
Sources: Treasury, Federal Reserve, BEA
One of the key areas of economic concern for
the US Central Bank has been the lack of growth
in workers’ wages. The Fed has pointed to this
metric as justification for keeping their near zero
interest rate policies in place for some five years
now, but that may be changing. The employmentcost index, a broad measure of wage and benefit
expenses, rose to a seasonally adjusted 0.7% in
the first quarter 2015, up from 0.5% in the fourth
quarter 2014, according to the Labor Department.
Most policy experts take this to mean that the
labor market is starting to tighten.

these sectors’ outperformance as a validation
that lower oil prices are fueling consumer
expenditures, and housing along with
healthcare needs continuing to grow.
Mergers and acquisitions (M&A) activity
has continued as U.S. companies flush with
cash seek opportunities to boost growth
and market share. Government legislations
and opposition has nixed certain deals that
may now lead to smaller yet more strategic
transactions. Such activity has historically led
to increased demand in particular sectors.
In Europe, the introduction of the ECB’s
stimulus program in March has led to a rise
in European equity markets, as demand for
yield embedded in stock dividends propels
equities higher.
Sources:
Reuters, Bloomberg

Personal spending, on the other hand, is still
historically weak and has as of yet failed to
increase with wages, according to the Commerce
Department. Economists still point to slack in
the economy holding back wages and restraining
prices. The Central Bank reiterated in its policy
statement on May 29th that it will raise rates when
the labor market has improved further and when
officials are “reasonably confident” that inflation is
moving back toward their 2% annual goal.
The market can’t seem to make up its mind about
whether or not the economy will strengthen
enough for the Fed to start raising rates by
September, but if the direction of spending and
wage growth can continue, that uncertainty could
melt away with the spring thaw.
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.
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What’s
Going On In
The Market?
By James Pafundi
I once read “investors
are paid to adapt, not
forecast.” I’ve also read,
in Nate Silver’s “The
Signal and the Noise,”
that “stock market
predictions spanning
greater than a year are wrong 97% of the time.”
So, I guess it’s a good thing we don’t get paid to
forecast, or we would only get paid 3% of the time.
Instead, what are some of the changes occurring
globally right now that investors need to be aware
of and possibly adapt to? In my opinion, there are
four major areas:
China and its relationship to the rest of the
world. China is beginning to create a larger
impact on the world’s financial stage. It has
recently been reported in the Wall Street Journal
that the IMF is expected to announce shortly
that China is no longer a currency manipulator
and the renminbi (a.k.a. yuan) is fairly valued.
China has also lobbied the IMF to have its
currency included in the Special Drawing Rights
(SDR), which is a prelude to becoming a reserve
currency. In November, the renminbi has a
chance to join the dollar, yen, euro, and sterling.
China has also recently launched its own
infrastructure bank in an effort to build a “Silk
Road” of ports along the Indian Ocean. Last
year, Russia’s own Vladimir Putin (a popular
figure in this newsletter) and Prime Minister Xi
Jinping struck a deal to purchase Russian natural
gas at 40% below market rates -- paying for it in
renminbi, not dollars. This is a major shift from
China being a price taker to a price maker when it
comes to commodities.
Devaluation of the euro. With the European
Central Bank embarking on a trillion Euro
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Quantitative Easing, they have essentially
liquefied the commercial banking system,
having followed the lead of our own policy
makers. With weak oil, a weak currency, and low
interest rates, European corporations should
be doing well, but earnings have remained
stubbornly weak and have not accelerated as
quickly as anticipated.
Elevated US market multiples. According to
Yale’s Robert Schiller, “the Schiller P/E” has
reached the top 10% of the historical range
for S&P 500. This lends credibility to the idea
that market multiple expansion without a
resurgence of top line revenue growth would be
a challenge. The strength of the dollar is putting
some pressure on earnings as well. Central
Bankers outside the US are rushing to cut rates
and weaken their currencies, but the Fed looks
to be headed in the opposite way.
Collapse in oil prices. What could justify the
collapse in oil prices in the last six months?
Increased supply? Decreased demand? How
about both. We can now see that the idea of
peak oil was more hype than anything else, since
new supplies are being uncovered throughout
the world.
The energy boom that has gripped the central
part of the US has been amazing to watch
and, until recently, looked fairly unstoppable.
However, the Saudis are actively trying to
prolong the world’s reliance on oil by refusing
to cut production, thus trying to drive down
production of higher cost producers. They are
not doing this just to protect their market share
-- they have publicly shared a very real concern
about the oil market itself. Peak demand? Who
knew?
The Saudis are keenly aware of the fact that the
global economy is getting more efficient, with
less oil burned per unit of GDP, and growth in
Chinese consumption is slowing. These trends
have been strengthened by several years of
$100-plus crude oil prices.
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.

Market
Update
All values as of 4-30-2015
Stock Indices:
Dow Jones ................................17,840
S&P 500......................................2,085
Nasdaq........................................4,941
Bond Sector Yields:
2 Yr Treasury ............................0.58%
10 Yr Treasury ..........................2.05%
10 Yr Municipal........................2.13%
High Yield.................................6.29%
YTD Market Returns:
Dow Jones .................................0.10%
S&P 500.....................................1.29%
Nasdaq.......................................4.34%
MSCI-EAFE ..............................8.09%
MSCI-Europe............................6.81%
MSCI-Pacific ...........................10.60%
MSCI-Emg Mkt ........................9.57%
US Agg Bond ............................1.30%
US Corp Bond ..........................1.71%
US Gov’t Bond..........................1.39%
Commodity Prices:
Gold ............................................1,184
Silver ...........................................16.13
Oil (WTI)....................................58.58
Currencies:
Dollar/Euro ..................................1.12
Dollar/Pound................................1.53
Yen/Dollar ................................118.95
Dollar/Canadian ............................ .83
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What’s Cooking
by Gina Pafundi

by James Pafundi

Stir-Fry Vegetables with Rice

The Colder War
by Marin Katusa.
In our previous newsletter, I reviewed
“The Rise and Fall of the Third
Reich,” which I read in an effort to
learn more about Hitler. With the
recent Russian invasion of Ukraine,
I heard a lot of “Putin is Hitler” talk,
so I wanted to learn more about him
as well. Let me preface my review
by saying reading a few books on the
subject does not make me an expert on
this topic.
Nevertheless, I’d like to review “The
Colder War” by Marin Katusa, head of
the energy division at Casey Research.
The book is based upon the idea that a
new cold war is currently being waged,
and I believe its subject matter to be
vital to understanding the possible
unfolding of geopolitics in the decades
to come. To understand why, and
the potential outcomes of this new
cold war, you have to understand the
global energy situation and the man
who controls Russia’s vast reserves of
natural resources.
That man is Vladimir Putin.
In an effort to decipher what makes
Putin tick, “The Colder War” puts
forth the idea that he is not the return
of Hitler, Stalin, or even Khrushchev.
Make no mistake, he is very dangerous,
but if you don’t know what he is and
Cont’d on Page 4

by Gina Pafundi

1 cup for each person of the following chopped vegetables:
• Onions
• Grated carrots
• Celery
• Green bell peppers
• Zucchini

• 1 Tbsp minced garlic
• 1 Tbsp minced ginger
• 2 Tbsp olive oil
• ½ tsp crushed red pepper (optional)

Sauce:
• ½ cup of broth or cold water
• 2 Tbsp soy sauce
• ½ tsp sugar
• 2 tsp corn starch
• ½ tsp sesame oil (optional)
•*Stir all ingredients until sugar is dissolved.
•*Stir again before adding if it separates
Heat olive oil, crushed red pepper and ginger. Stir-fry each vegetable in the following order
for approximately one minute before adding next vegetable: Onion, carrot, celery, green bell
pepper, and zucchini. When vegetables are al dente (cooked through but not mushy), add
sauce and heat until the sauce is slightly thickened. Serve over cooked brown or white rice.
This issue’s recipe comes to us from the Lower Columbia School Gardens (LCSG) children’s
cooking lab. LCSG helps schools start and sustain dynamic, thriving garden programs
with the intent of educating and creating awareness in
children about healthy eating and cooking. During the
winter months when the gardens are dormant, LCSG
has a cooking lab instead of working in the gardens.
This past winter, I had the honor and pleasure of
volunteering at LCSG’s cooking lab at Northlake
Elementary in Longview. Every Thursday for twelve
weeks I assisted in helping children cook healthy meals
and learn about nutrition. During the cooking classes, we
taught kids about knife safety and nutrition – specifically,
bringing attention to them about foods to avoid, and
how to set a table and cook a healthy meal each time. In
this edition, I am sharing a stir-fry recipe from cooking
class. It is a simple, healthy recipe that can be jazzed up
with some chicken or shrimp if you like. Enjoy!
If you would like more information about LSCG please visit their website:
www.lowercolumbiaschoolgardens.org
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Travel & Adventure
White Pass

Continued from Page 3...

By Gina Pafundi

There never seems like there is enough time…
the old saying. After over three years of living
in Washington, we finally made it up to a local
ski resort this past winter: White Pass. Noncommercialized and with a relaxed family
atmosphere, it really feels like you’ve left the
city behind at this mountain escape.
Similar to California and most of the west
coast, Washington did not have much of a
winter with regard to snowfall. Despite this,
James started snow boarding this season and,
with a little nudging from a friend, we visited
White Pass in March.
The drive up winds around some of the
most beautiful, untouched forest, and the
panoramic views of towering mountains
were breathtaking. We spent one night at the
condominiums across the street from the ski
resort, and then James snowboarded on the
higher altitude runs in Paradise Basin where
there was more snow. I spent the day taking
long walks to enjoy the scenery and catching
up on my reading.

what he is trying to do, you have no
hope of trying to counter his policies.

Photographs by Gina Pafundi
in t-shirts! On the drive home we were lucky
to have a clear enough day that the majestic
Mount Rainier showed herself to us. Of
course, we had to stop for a photo op and to
take in the beauty! This area offers amazing
recreational opportunities all along the byway
in every season.
We look forward to many more great
adventures in this outdoor play ground!

The weather was unusually warm and the
sun was out -- there were even people skiing
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Putin’s rise through the wreckage of what
was the aftermath of the former Soviet
Union and his ability to consolidate
power has been amazing. Not only given
to ambition, drive, and self-confidence,
Putin has a vision of reestablishing his
country to its former glory by leveraging
Russia’s vast quantities of natural
resources -- a weaponization of resources
-- to be used in Russia’s second chapter,
The Colder War.
For the most part, his foreign policy has
not been about guns, tanks, and missiles,
but rather trade agreements. He has cut
deals with Iran, Syria, Venezuela, China,
Israel, Algeria, and Brazil -- and it’s
always about energy.
So, is Putin the next Hitler? I don’t
think so. Hitler was crazy and blinded
by emotion, while Putin is calculating,
smart, and effective.

