APRIL | 2018

MARKETUPDATE

Year-to-Date
20

-2.37%

-1.80%

-1.35%

11.11

MSCI EAFE
(Developed)

-10

Barclays
Intermediate
Bond

0

NASDAQ 2.32%
Composite 19.77%

10

12 Month Return
-2.49%
Dow Jones
Ind Avg 16.67%

Warren Buffett

30

-1.22%
S & P 500
Index 11.85%

“Be Fearful When Others Are Greedy and
Greedy When Others Are Fearful”

Asset Class Returns (as of March 29, 2018)

Source: FactSet; Raymond James Equity Portfolio & Technology Strategy

40

From the Office of:
Terry Wiles, CDFA™ CRPC ,®AWMA®
Alex Greene, CFP,®AAMS,®AWMA®

Market/Economic Synopsis
Terry Wiles, CDFA™, CRPC®, AWMA®
Branch Manager, Raymond James Financial Services

“In Like a Lion, Out Like a Lamb”
This January, the stock market raced to new all-time
highs. That is until January 26th arrived and the market
took a nose-dive, dropping 2,756 points or 10% through
February 8th.
The media during this time did the best they could
to rattle investors sending shivers down their spines.
Somewhat surprisingly, we only had a total of 4 client
calls out of over 300 households from folks either worried
or opportunistic about what they were hearing on the
news about the stock market “crash”. One client heard
they had lost everything they had made the prior year,
which was not the case at all; whereas, another client
called to buy while the market was low. For perspective,
some headlines that week included:
“Stocks Plunge as Boom Starts to Look Shaky”
NYTimes, February 3, 2018
“Good news for Main Street is freaking out Wall
Street” CNN MoneyInvest, February 6, 2018
The reality is that by the end of the second week in
February, the market had lost what it had gained in the
first four weeks of January. The DOW didn’t lose the
24% it had gained in 2017. The key take-away is that
you should invest in stocks for the long-term and tune
out the noise in the short-term. The markets have
traded somewhat sideways since early February and
we have become more vigilant in adding to investments

that have had a strong tendency to outperform in market
downturns. We are not saying this nine plus year bull
market is coming to an end. We are just closely watching
this market develop and will consider a reduction in
our equity positions if we feel it is warranted as a
cautionary measure.
This is the third longest expansion in history. Only the
expansions that started in February 1961 and March 1991
have lasted longer. With this being said we do not see any
current signs that a recession is lurking. The economy is
still hitting on all cylinders and stock market corrections
are not typically a cause of recessions. Recessions do
not start because we have not had a recession for quite
some time or because the stock market has gone up for
too long. Recessions, by definition, occur when GDP
diminishes for two consecutive quarters. The main
catalysts for a decline in GDP include: a loss of business
and consumer confidence (as confidence recedes, so does
demand); an increase in the unemployment rate; a drop
in housing prices; and the #1 hindrance to GDP growth
is inflation, which has so far remained relatively tame
at 2.2% as of February, 2018. If inflation rates were to
climb over the 3% range, this could push us into the late
stages of this business cycle, which would be followed by
a peak in economic activity where the expansion ends
and a contraction begins. Again, we are not forecasting
a recession in the near term. The financial markets seem
to be in a fight between a solid global economy with
accelerating growth and geopolitical risks, which has led
to the recent increased volatility.
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Thoughts on College Saving and Financing
Terry Wiles, CDFA™, CRPC®, AWMA®
Branch Manager, Raymond James Financial Services

Many of our clients have watched our children,
Kevin (20) and Kelly (17), grow-up. Kevin is now
a Sophomore at Elon University majoring in
Accounting and Finance. Kelly is a Senior in high
school and has narrowed her college selection down
to just two universities, Elon University and High
Point University. Those of you with children or
grandchildren will also recognize just how fast 17
years fly by.
Becky and I have learned a lot going through the entire
college application process with our children and I’d
like to share some of my views on this subject. These
observations are both from our own experience and
from dozens of our clients’ children that have gone
through the process over the last two decades.
I’ll start with the fact that we are blessed in North
Carolina, and throughout this country, with fabulous
educational opportunities. How your children choose
to approach these educational opportunities is the key
to their success. Our son has always been a very quick
learner, especially when it comes to mathematics. He’s
never been big on studying for exams, so needless to
say he wasn’t real keen on going above and beyond to
prepare for the SAT or ACT exams. The first time he
took the SAT he came home and told us that he didn’t
miss any of the math questions, but he had no idea how
the rest of the exam went. Well, lo and behold he didn’t
miss any of the math questions, but he also didn’t excel
in the reading and writing areas. Kevin had a very
solid GPA in high school. In his mind he assumed he
was going to get into most of the colleges to which he
applied, but what about receiving any financial aid or
better yet merit based scholarships?
Kevin was accepted into the college he wanted, but
we learned after the fact that he missed receiving a
sizable merit-based scholarship by only 20 SAT points.
In hindsight, we really should have pushed Kevin to
utilize some of the many SAT prep materials available
so that he could have been more prepared when
retaking the exam. Since colleges now use a super
scoring method, whereby the college accepts your best
score from each category for all submitted tests, he
could have focused solely on strategies to maximize his
scores for reading and writing on his second attempt.

Our daughter’s experience was totally different.
She is not the best test taker in the world, but she’ll
outwork you when it comes to preparation for an exam.
Through Kevin’s experience, we quickly learned how
much money schools will offer your children if they can
maintain high GPA’s in high school and can score well
on the SAT or ACT exams. In Kelly’s case it was wellworth the extra expense of hiring a tutor to ensure that
her standardized test scores were as competitive as her
GPA so that she would have a better shot at receiving a
merit-based scholarship.
One of the best things you can do as a parent is
investigate the Merit Based Scholarships at all of the
colleges your children are looking to apply. Look
specifically at the requirements and evaluate the prior
year recipients’ scores. You’ll find that some out-ofstate colleges such as University of South Carolina
and Alabama have incredible merit scholarship
opportunities. Additionally, you’ll find that many
smaller private schools that you may be avoiding due to
the high tuition costs, may actually be reduced to a level
that is very competitive with in-state colleges. However,
I’ve noticed that when applying to the bigger name and
“Ivy League” schools, the competition is much higher,
as you would expect, and the merit-based scholarships
are much harder to receive.
As for needs-based financial aid, it becomes much
more difficult to qualify if you have a household
income over $275,000. Filing the FAFSA application
for Federal Student Aid is an important step in the
process when applying for college, but don’t let the fact
that you may not qualify for needs-based aid stop you
from researching the opportunities that are available
to your children with Merit-Based Scholarships. Also,
you shouldn’t be persuaded to move all of your taxable
investments into real estate or, worse yet, insurance
products, to try to meet the asset level requirements
for needs-based financial aid. Don’t disrupt your longterm financial plans just to get government aid for your
children’s education, unless you plan to move in with
your children when you retire.😊
You can google the current EFC (Expected Family
Contribution) Quick Reference Table on the internet to
see where you stand on the needs-based scale.
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Sustainable Investing - Another Buzz Word?
Maybe Not!
Alex Greene, CFP®, AAMS™, AWMA®
Financial Advisor, Raymond James Financial Services

The investment landscape is always changing. New
investment products continually come out that satisfy
demands for new ways to invest. This can be seen in
the meteoric rise of index funds and exchange traded
funds, commonly called ETFs. It can also be evidenced
by the growing accessibility of investment strategies for
“everyday” investors that historically have only been
available to large institutions, such as access to more
complex “alternative” investment strategies. What has
really captured more attention from investors, with
increased intensity in recent years, is the trend toward
sustainable investing. According to researchers in
2016, there was a total of $40.3 trillion of professionally
managed assets in the US1, this would include money
in investments such as mutual funds. Of that $40.3
trillion, a total of $8.1 trillion was specifically invested
in sustainable investment focused strategies, which
reflects the growing trend when compared to the
$6.57 trillion in 2014, and $3.7 trillion in 201212.
Terry and I attend several investment and portfolio
manager conferences each year, and several years ago
we started hearing about this concept more routinely.
More recently, many of our clients have started to
ask questions as it relates to their values and their
investments, maybe not even realizing that what they
are asking about is sustainable investing!
What is it?
Sustainable investing is an approach that takes into
consideration many non-financial characteristics
during the investment decision-making process.
Generally speaking, sustainable investing approaches
investment selection with a goal of not just financial
gain but also filtering potential investments for certain
factors that align investments with personal values.
As previously mentioned, this approach to investing
has gained traction over recent years, although the
concept of sustainable investing has been around for
decades. Oppenheimer Funds’ Sharon French wrote
last year about this and attributes the trend, in part, to
generational shifts. According to French, “A number
of studies have shown Millennials are very interested
in sustainable investing, and interest is especially high
among affluent Millennials.” 1

Sustainable investing can come in many different
forms and utilize a variety of approaches. In some
cases, investment managers perform what is called
“exclusionary screening” where specific companies,
industries, or entire sectors are excluded if they do not
align with certain values. An example of this would
be avoiding investments in the entire energy sector,
or just certain industries such as oil refiners. Another
version of sustainable investing that may be gaining
the most attention is ESG investing, which evaluates
companies based on their environmental, social, and
governance practices. This method of investing doesn’t
necessarily exclude entire sectors or industries but
evaluates companies by both their financial strength
and prospects, as well as their corporate ESG policies
and practices. This results in a more “best-in-class”
view of sustainable investing.
For many, sustainable investing is a very attractive way
to invest one’s portfolio and align investments with
personal values. For others, ESG investing is perceived
as a superior way to invest and feel that companies
with strong ESG policies will ultimately experience
better corporate financial performance. There have
been several studies done in recent years that support
the ideas behind the potential for improved results in
portfolios that take ESG factors into consideration.
Other studies and some professional money managers
have countered these arguments and feel there could be
potential pitfalls and missed opportunities with ESG or
sustainable investing strategies.
What is Stonegate doing?
Over the past several months, we have been researching
this concept. More specifically, we’ve looked to see if
we could put together portfolios with a focus toward
sustainability as an option for those clients with a
strong desire for a sustainable investment portfolio.
During this process we made a couple observations.
First, although the growth of sustainable investing
has been impressive and the concept has been around
for a long time, the investment options in this area are
still relatively limited when compared to “traditional”
investments. Although many new sustainable investing
PAGE THREE

MARKETUPDATE

APRIL | 2018

ETFs and mutual funds have come out in recent
years, many of these investments still have a more
limited track record and have yet to be tested through
a full market cycle. With any investment, it is hard
to say with absolute certainty how it will perform in
certain market environments. There may be even
more uncertainty if an investment hasn’t been around
to see “the good, the bad, and the ugly” of different
market and economic cycles. However, through our
careful consideration and research, last month we
finalized our own Sustainable Investing portfolios.
The investments used in these portfolios utilize
different techniques and vary in their sustainable
investing philosophy. However, all of the investments
are utilizing some approach of sustainable investing,
while also exhibiting the qualities we would typically
look for when selecting quality investments that have
attributes in place for potential future success as well.
We do feel that sustainable investing is a trend
that will continue to expand, and over the years,
more research on this topic will be done and more
investment options will become available along the
way. It is safe to say that sustainable investing may not
be for everyone. For others, this is an exciting path and
may be of real interest for implementation into your
own investment plan. Don’t hesitate to reach out to us
if you have any questions on this style of investing.

Around the Office
It’s been a very busy first quarter here. Here are some
highlights:
• Heather and Thomas closed on their first home in
Apex. Congrats, Heather!
• Terry was honored to be listed as one of Forbes Top
NC Wealth Managers.
• Terry and Alex attended an investment conference
where they were able to see Wharton Finance
Professor, Jeremy Seigel, present his thoughts on
where we stand in the markets today. His outlook
was very positive for the coming year.
The second quarter will be action packed as well
with Terry and Alex attending several investment
conferences with investment professionals and
industry leaders. The conferences will include the
Barron’s Regional Conference, Raymond James
National Conference, The PEAK Investment
Conference, and the Warren Buffet Berkshire
Hathaway Annual Meeting in Omaha, NE. We gather
a wealth of knowledge from these events and the
Warren Buffet meeting has always been one of Terry’s
bucket list items. We look forward to sharing and
implementing what we learn in these meetings!

Sources:
1
Understanding ESG Investing by Sharon French, November 27, 2017
2
Sustainable Investing Explained by Raymond James

Index performance is shown for illustrative purposes only and does not reflect the deductions of fees, trading costs or other
expenses, which will affect actual investment performance. You cannot invest directly in any index. Individual results may
vary. Past performance is not a guarantee of future results.
Opinions expressed are those of Stonegate Financial and are not necessarily those of Raymond James. All opinions are
as of this date and are subject to change without notice. This information has been obtained from sources considered to
be reliable, but we do not guarantee that the foregoing material is accurate or complete. Any information is not a complete
summary or statement of all available data necessary for making an investment decision and does not constitute a
recommendation. Investments mentioned may not be suitable for all investors.
The DJIA index covers 30 major NYSE industrial companies. The NASDAQ represents 4500 stocks traded over the counter.
The S&P 500 is a broad based measurement of performance of 500 widely held common stocks. The Barclays Aggregate
Bond Index is diversified index measuring approximately 6,000 investment grade, fixed rate taxable securities. The MSCI
EAFE index is designed to measure the equity market performance of developed markets excluding the US & Canada.
International investing involves additional risks such as currency fluctuations, differing financial and accounting standards,
and possible political and economic instability. Also, investing in emerging markets can be riskier than investing in well-
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established foreign markets. There is no assurance any of the trends mentioned will continue in the future. Investing involves
risk and investors may incur a profit or a loss, including the loss of all principal.
Sector investments are companies engaged in business related to a specific sector. They are subject to fierce competition and
their products and services may be subject to rapid obsolescence. There are additional risks associated with investing in an
individual sector, including limited diversification.
The prominent underlying risk of using Bitcoin as a medium of exchange is that it is not authorized or regulated by any central
bank. Bitcoin issuers are not registered with the SEC, and the bitcoin marketplace is currently unregulated. Securities that
have been classified as Bitcoin related cannot be purchased or deposited in Raymond James client accounts.
Stonegate Financial is not a registered broker/dealer, and is independent of Raymond James Financial
Services. Investment Advisory Services are offered through Raymond James Financial Services Advisors,
Inc. Securities offered through Raymond James Financial Services, Inc., Member FINRA/SIPC
Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL
PLANNER™, CFP® (with plaque design) and CFP® (with flame design) in the U.S., which it awards to individuals
who successfully complete CFP Board’s initial and ongoing certification requirements.
The Forbes ranking of Best-In-State Wealth Advisors, developed by SHOOK Research is based on an
algorithm of qualitative criteria and quantitative data. Those advisors that are considered have a minimum of 7 years of
experience, and the algorithm weighs factors like revenue trends, AUM, compliance records, industry experience and those
that encompass best practices in their practices and approach to working with clients. Portfolio performance is not a criteria
due to varying client objectives and lack of audited data. Out of 21,138 advisors nominated by their firms, 2,213 received the
award. This ranking is not indicative of advisor’s future performance, is not an endorsement, and may not be representative of
individual clients’ experience. Neither Raymond James nor any of its Financial Advisors or RIA firms pay a fee in exchange for
this award/rating. Raymond James is not affiliated with Forbes or Shook Research, LLC.

