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Welcome
Fall is upon us. Watching the colors change in nature can remind us of 

the seasons in our lives. With age comes wisdom, including valuable 
life lessons that can only be learned by experience (and many times, the 
hard way.) It may be difficult to transfer this wisdom to those in the spring 
of their lives. After all, no one wants to be told what to do. Oftentimes the 
only way to teach someone who looks up to us is by example. 

Experience can make us wise about everything from relationships to 
investing. Where wealth management is concerned, the road is long… 
so the earlier a person starts, the better the chance for success. FAC’s 
principals have been assisting our valued clients with their wealth 
management needs for over 40 years. We know they hope to instill the 
values they hold dear in those who will follow in their footsteps. To help 
in that effort, we have built a team of young advisors who can relate to 
the challenges and concerns of the rising generation. These advisors help 
educate novice investors on sound money management principals and 
encourage them to develop the habits that can lead to their success.

If you have a young family member who would benefit from developing 
good wealth management habits, please introduce us by email or phone 
call. Remember, whether or not you realize it, you are being watched. 
Your example of success can make your introduction to wealth planning a 
welcome one. We’ve all said it before, “They never listen to a thing I say!” 
All the more reason to let us say it for you! By introducing your loved ones 
to FAC, you can help them take the first step to financial freedom. 

In this issue of the FAC Quarterly…

In Market Insight we consider the uneven global recovery and look 
at how the U.S. market’s valuations continue to rise. With moderate 

returns expected domestically going forward, overseas economies remain 
out of sync. 

In this issue of Estate Planning we offer Tips for Estate Planning Conversa-
tions. Even in the most open families, conversation quiets when two subjects 
arise: death and money. 

In this issue of Ask the Manager, we answer a question asked by one of our new 
Advisors regarding FAC’s two new options trading strategies: the FAC McNeill 
VS Strategy and the FAC Equity Yield Plus Strategy. He wants to know, 
“What’s with all the cash?” 

Finally in Housekeeping, we announce the opening of FAC’s new Trade Desk, as 
well as introduce you to some of our independent research sources. FAC continues 
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to invest in the necessary resources to offer truly unique, innovative, and transparent 
offerings that our valued clients and advisors deserve. 

If you have recently joined us as an advisor or client, we send out a big wel-
come! If you have been with us during our 40-year voyage, thank you for your 
continued support and confidence! It is truly an honor to serve you. We invite 
you to visit your Advisor anytime, or feel free to schedule a meeting with FAC’s 
money managers.

Market Insight

The U.S. economy appears capable of sustaining 2.75% to 3.00% gross 
domestic product (GDP) growth, even with subpar performance 

abroad. The drivers of U.S. growth are primarily domestic:

•  Fiscal headwinds have eased, with government employment and spending 
no longer contracting.

• An improving labor market has begun to feed through to higher wages and 
consumer spending, which accounts for more than 70% of the domestic 
marketplace.

• Business capital investment is on the rise.

If the U.S. falls short of expectations, it will be due to sluggish productivity. But 
regardless of whether productivity improves, solid employment gains should 
continue. A tighter labor market will be the primary factor in determining the 
timing of an initial Federal Reserve rate increase.

The Fed move to normalize policy will not threaten the recovery, but will indi-
cate increased confidence in domestic economic staying power. On the other 
hand, lower rates reflect lower growth potential as it relates to pre-crisis cycles. 
Cheaper oil has further dampened inflation, although it has been a net positive to 
the consumer.

The downsides to economic growth continue to come from the slowing glob-
al economy and geopolitical uncertainty — such as an escalation of Russia’s 
confrontation with Ukraine and continuing instability in the Persian Gulf region. 
Globally, growth will continue to be notably slow and uneven from region to 
region and country to country.

The Bottom Line: The economy is edging forward, but still operating well 
below capacity. Such a lackluster trend, along with the likely need to work down 
inventories, could limit growth. We remain cautiously optimistic on our outlook 
for equities and like the chances for a yearend rally of 2.3% to 2.5%. Long term, 
if U.S. stocks were to return 5% or 6% per year over the next decade, we would 
consider this a great outcome. Bonds continue to disappoint, as anticipated 
Federal Reserve action will only result in higher volatility for rates, yields and 
spreads, and currencies. 
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To provide an alternative to clients who require current income or will soon be 
taking income, FAC has introduced two new Options Trading strategies that 
can be combined with our long-term Allocations. These offer the conservative 
growth and income investor a meaningful alternative to buying and holding the 
same stocks and/or market indexes.  These strategies hold higher cash positions 
to assist with volatility, while utilizing the collection of options premiums in an 
attempt to expose the client to shorter market cycles. 

Please click here for the most recent fact sheets, which show the performance of 
FAC’s proprietary Allocations and Strategies. These include the QTCore Alloca-
tion, Alpha Index Allocation, and our two options strategies, Equity Yield Plus, 
and McNeill VS (fact sheets to be forthcoming later this quarter.)

Estate Planning

For both parents and adult children, confronting the prospect of death 
can be uncomfortable. Privacy about financial matters can further 

complicate conversations about estate planning, even among close family 
members.

However, being open about your estate distribution wishes can yield both person-
al and practical benefits for you and your heirs. For example, you might envision 
one of your children managing a certain asset or serving as a trustee when you 
die. In reality, that person may not be comfortable with the responsibility. In that 
case, it may be best for a professional to handle the administration. Your attorney 
or advisor can help you make that change. 

Opening up a dialog can help make sure you have thought of everything and 
everyone, and that your plan is current. Having an inadequate or outdated strat-
egy could mean leaving someone out unintentionally, or exposing your assets to 
unnecessary taxes. By having a conversation about your intentions, you can help 
eliminate misunderstandings. 

In addition, your heirs will want to understand your intentions for your estate, 
so they can better carry out your wishes. Sometimes surviving spouses insist on 
keeping investments exactly as they were at the time of death, in an effort to hon-
or the deceased. Over time, this could lead to an outdated portfolio and missed 
growth opportunities.

Especially if you take care of your family’s finances, you’ll want to make sure 
your survivors know where to find important paperwork, how to access online 
accounts, and how to get in touch with your attorney and financial advisor. Hav-
ing your affairs in order can smooth the transition for your loved ones during an 
already difficult time. 

Added benefits of estate planning conversations

As an adult child, talking with your parents about their estate plans and final 
wishes can help ensure they will be properly cared for if one of them passes 
away or becomes incapacitated.
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As a parent, making sure your children have an understanding of your plans 
and wishes can help smooth conflicts. If the children are still minors, you can 
also make sure the appointed guardians are willing and clear on your intentions.

As a grandparent or other relative, you can ensure your grandchildren, nieces, 
nephews, etc., will be taken care of through your own estate planning. You can 
also coordinate with their parents regarding their plans.

Having an open dialogue can:

• Bring your family a sense of empowerment, as you are supporting each other’s 
collective future rather than leaving some elements to chance.

•  Pass on family values.

•  Help your family develop a common understanding and a common philosophy 
about passing your legacy to future generations.

•  Help prepare the family in the event that you or another family member be-
come incapacitated.

•  Encourage other members of your family—your parents, your siblings, or your 
children— to develop a responsible plan.

•  Allow your family to take advantage of valuable tax strategies.

How to get the conversation started 

Despite how important this conversation can be, it may be difficult to initiate. 
Certainly, there is more than one right way to begin, but here are a few 
suggestions:

Pick a positive, comfortable environment during a period of relative calm. 
Don’t wait until a time of crisis, when it may be too late to make adequate plans 
and family members may not feel emotionally able to talk.

Be sincere about your intentions. Be clear that you are initiating these talks 
out of concern that proper plans be put in place and be understood.

Stress the importance and benefit of this conversation for everyone involved. 
One way to do this is to talk about what happens when an estate is improperly 
handled because family members failed to discuss their plans with each other.

For more information about personal financial dialogs, please contact your FAC 
Advisor. We can also refer you to an excellent attorney, if you have not already 
found one. We are a phone call or a click away.

Ask the Manager

FAC’s two new options trading strategies, the McNeill VS and the 
Equity Yield Plus Strategy have complementing methodologies and 
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a higher cash balance than traditional buy-and-hold portfolios. One of our 
new Advisors questioned us as to why this was the case. We will address 
his question as it relates to each methodology.

*It is important to understand that these options trading strategies are for 
clients taking income or soon to be taking income, or those who wish to have 
conservative growth with lower-than-market volatility. The McNeill VS may at 
times have much greater volatility than the market itself. Ideally, since these 
are two totally different methodologies, a portion of each should be used in 
the same portfolio. The McNeill VS has a minimum of $25K, while the Equity 
Yield Plus has a minimum of $250K. 

The explanations below are an over-simplification for illustrative purposes 
only. Please ask your FAC Advisor for more complete information on 
these unique and proprietary options offerings. You may also schedule an 
appointment to meet with our managers for more in-depth insight. Each 
investor’s risk tolerance and income needs are different, therefore these 
methodologies may be adjusted pursuant to individual needs. 

It is also important to understand that these are not considered investing 
accounts, but instead should be treated as trading accounts. As such, they 
will participate to a lesser degree in protracted or sudden overall market 
movements both up and down. In other words, if the market goes straight up 
or straight down over short periods of time, these strategies WILL NOT be 
100% correlated.

The FAC McNeill VS strategy offers a vertical spread on the S&P 500 by selling 
and buying both a put and a call. This covers both sides of the market. Since the 
index cannot move in both directions at once, one side may win while the other 
side may lose. If the winner is greater than the loser, the Strategy makes a profit 
(less management and transaction fees).  

Depending on the income requirement of the client, generally only 30% of a port-
folio is applied to this Strategy at one time. The risk exposure is broken down 
into 3 contracts, each comprising 10% of the portfolio value. Gains are generally 
made 85% to 90% of the time, with an average monthly return of 2% to 4%. At 
some point, inevitably, losses in the index will be greater than the 10% invested 
in the individual contract. In this case, 10% of the account value may be lost. 

However, since the other 70% of the account remains in cash, 10% is taken from 
the cash to replace the the 10% loss, and the cycle starts over. This is an over-
simplification, but it illustrates how the high cash position provides a defense 
against these certain losses, which are expected to occur 10% to 15% of the 
time. Though not guaranteed, expected earnings averaging 3% per month 85% 
of the time and losing 10% per month 15% of the time make it possible for a 
client to hopefully achieve 12% average annual growth, regardless of which way 
the market is moving. Higher returns cannot be accomplished without accepting 
higher risk — in this case, risk that a 70% cash position should be able to toler-
ate losses 15% of the time*. 

The FAC Equity Yield Plus strategy sells options generally in the form of 
cash-secured puts on 10 to 20 large-capitalization value-based dividend 
stocks (never holding more than 4% of the portfolio of any one stock’s 
respective option contract(s)). Traditional managed-income buy-and-hold 
portfolios would hold 40% to 60% of such stocks at all times, regardless of 
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what the market is doing — thus exposing 40% to 60% of the account value to 
both up and down market movements.

With FAC’s Equity Yield Plus strategy, when the S&P 500 is at a higher level 
based on historical trends — as it is now — only 18% to 25% of the portfolio is 
used to sell secured puts. If the market drops to the lower end of its historical 
trading range, then approximately 10% of the cash in the portfolio would be 
used to sell additional puts. If another market drop occurred, then another 10% 
of of the portfolio would be utilized, and so on. As the market recovered, the put 
contracts would be closed, and as the market reached higher trading levels, the 
cash position would be increased.  High cash positions enable investors to take 
advantage of market drops in order to increase returns and lower volatility. 

As we mentioned earlier, both of these strategies will participate, but to a lesser 
degree, with protracted our sudden market movements, both up and down. In 
other words, if the market goes straight up or straight down over short periods 
of time, these strategies WILL NOT be 100% correlated. We believe that by 
reducing their portfolios’ overall correlation to the market, we can help our 
Equity-Income investors achieve more consistent returns over long periods of 
time.

Housekeeping
Trade Desk
In August, FAC began operating our Trade Desk to better support our in-house 
management services. We welcome you to come by our office anytime and look 
at our new facilities and technology support systems.

Independent Research
High-quality, recognizable, independent research is critical to successful asset 
management. We want our clients and advisors to know about the top-tier re-
search sources we use on a regular basis. Listed below is our current lineup: 

Value Line Inc.
An uncontested authority in reliable, unbiased financial information since 1931, 
Value Line Institutional products and services paint detailed pictures of the 
most significant movements and market trends in the finance industry. Value 
Line’s independent professional staff of over 70 researchers, security analysts, 
economists, and statisticians are dedicated to the key principles of objectivity, 
thoroughness, and accuracy. This unparalleled assemblage of intellectual capital 
is one of the largest in the world.

YCharts Inc.
Combining internal data with external public information and then layering in 
macro-industry information available through government sites took some doing 
(and time). That’s where the idea for YCharts was born. The former Google ex-
ecutive Shawn Carpenter is the co-founder and CEO of YCharts, a research and 
information provider that he considers a “Bloomberg for advisors,” only without 
the static desktop terminal.

Morningstar
Morningstar, Inc. is a leading provider of independent investment research 
in North America, Europe, Australia, and Asia. They offer an extensive line 
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of products and services for individual investors, financial advisors, asset 
managers, and retirement plan providers and sponsors.  
Morningstar provides data on approximately 473,000 investment offerings, 
including stocks, mutual funds, and similar vehicles, along with real-time 
global market data on more than 12 million equities, indexes, futures, 
options, commodities, and precious metals, in addition to foreign exchange 
and Treasury markets. Morningstar also offers investment management 
services through its investment advisory subsidiaries and has approximately 
$169 billion in assets under advisement or management as of June 30, 2014. 
It operates in 27 countries.

InvesTech
From its unique blending of monetary and technical analysis to sector and asset 
allocation recommendations, InvesTech since 1982 has provided unhedged ad-
vice and a valuable perspective that focuses on investment strategy and portfolio 
allocation. 

Dividend.com
Dividend.com is a financial services website focused on providing comprehen-
sive dividend stock research information, in the form of daily articles, historical 
data, and ratings.

Standard and Poor’s
Standard & Poor’s Ratings Services and its predecessor organizations have 
been in business for more than 150 years. They are one of the world’s leading 
providers of independent credit risk research and benchmarks across industries, 
asset classes and geographies. Their goal is to help asset managers like FAC 
make more informed business and investment decisions.

FAC invests in these independent research services to provide our clients with 
many of the same information sources used by the largest asset management 
firms on Wall Street.  This is just one of the many ways FAC commits the neces-
sary resources to help our clients stay on the cutting edge of asset management.

Once again, we would like to give a big thank you to our wonderful 
clients and advisors! Please remember that the personal fiduciary 

and asset management services you deserve are just a click or phone call 
away.

Wishing you all the best!

Respectfully,

Jon P. Lindberg, 

Principal and CEO

First Advisors Capital®, Inc. (FAC)4956 Valleydale Road, Ste. 203
Birmingham, AL 35242
(205)991-8484
www.myfac.com
support@myfac.com

®

First Advisors Capital (FAC) is a Registered Investment Advisor RIA, and is a bonded fiduciary for our clients and 
advisors.  All Financial data is provided by Investech and Folio Institutional.

Investments in securities and insurance products are: NOT FDIC-INSURED/
NO BANK-GUARANTEES/MAY LOSE VALUE

First Advisors Capital is independent of ProEquities, Inc
Securities offered through ProEquities, Inc. member FINRA & SIPC
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