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The Seven Signs of a Changing Economy™ 
 

“What to look for, where to find it and what to do when you see trends 
changing!” 

As of April 2016 
 

Summary 

 
Way back in the summer of 2015 (yes, that was sarcastic) the  
economy and the markets were finally starting to break out of the 
very flat price levels of the prior year plus a little bit.  Then we had 
a near 15% reduction in valuations in late September (S&P 500).   
The values slowly clawed their way up to gain back the 15% lost  
and then as we rolled into 2016 the valuation rug was pulled out  
from under investors and we found ourselves back down in the  
15% reduction hole. 
 
During the same period every month, The Seven Signs of a Changing 
Economy™ were all positive.  Now as we close out the first quarter of 2016 the 
15% reduction in values has clawed its way back up and we find the various 
market indices close to all-time highs! 
 
As I look back and reflect on this period of time, I must admit that I am surprised 
on several fronts.  I am surprised by: 
 

 How negative the press was and remains on economic issues 
 How wrong, in my opinion, the press was and remains on economic 

issues 
 How correct The Seven Signs of a Changing Economy™ have been and, 

appears to me, to still be as we push forward 
 How suddenly there may be some investors with a 3-5 year investment 

timeline are willing to change their entire investment plan and strategy 
based on fiction, with little regard for the facts 

 How fast my 34 years of experience and wisdom turned into the 
perception of 1 year of experience 34 times, i.e. I know nothing, etc. 

 
The list could go on and on, but you get the point.  Perhaps paramount to all of 
this noise are the really great questions people asked when they were stressed.  
There were many, but my personal favorite was “Jim, how can you sleep at 
night?” 
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Great question!  And every client of The Wealth Strategies Group and I should 
sleep well each night.  If you’re not and it is because of the investment journey 
you’re on with us or someone else, you must step back and update your 
constraints for time, risk and volatility.  You absolutely must re-think The Rules of 
Clarity™ that I created just for this reason.  You must also look at your time 
horizon.  A three to five year time horizon really means a three to five year 
holding cycle.  We are thoughtful of asset allocation and investment positions in 
the process, but it is a three to five year holding period because, historically, that 
is enough time to accept and build on the inevitable draw downs in the account 
values of Corporate America. 
 
Yes, it is an investment advisor’s role to “advise” on the asset allocation and 
investment positions.  At The Wealth Strategies Group we don’t own index 
mirroring investments.  Our data suggests active management of the investment 
positions can help seek the reduction of risk and volatility over time.  Various 
parts of our clients’ asset allocation can zig while others zag, but when looked at 
together, over time, our goal is to have them trend up, with an upward bias. 
 
For example, last month I noted two specific allocation components that caused 
a drag on the overall performance during the last six months and thus, year to 
date.  Neither of these is wrong or bad.  I believe they will both work out fine, 
over time.  One, the China region was early, even after buying at over 30% off 
the highs.  The other is in the income space and is well-researched, well-
documented and well-understood.  However, at present it is not understood by 
market participants.  I believe that will change and when it does, we will all 
complain as to why we didn’t buy more while it was “on sale”! 
 
Our client base has passed through The Rules of Clarity™ points once their 
Wealth Vision Future Planning Report is completed.  Once we start the strategy, 
systems and processes of the asset allocation and investment positions based 
on the three to five year timeline, we leave the comparison to the S&P 500 world 
behind.  To reduce risk and volatility in our journey to gain like returns we 
allocate toward components that include income, large companies, medium 
companies, small companies.  Combining both growth and value styles of asset 
management and we use cash at some points, i.e. 0% return.  We often times 
use investments outside the U.S. for a portion of the assets under our oversight. 
 
There are periods of time that are very rewarding, like 2013.  There are periods 
where we seem to just sit idle, like 2014, and there are periods where we feel a 
little beaten down, like 2015 and early 2016.  Then all of a sudden we wake up 
and add 2013 + 2014 + 2015 to find that, sure enough, over a three year period, 
and a very difficult period at that, we managed to grow the investment portion of 
our portfolios just fine.  Collapsing oil prices didn’t kill us after all! 
 
Oh yes!  One more thing: 
 
I believe oil will bounce, and when you hear “oil crested $50 today as the 
rebound in prices continued…blah, blah, blah…”, be absolutely certain there will 
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be a batch of new experts brought in to tell you, “yes Maria, but you know rising 
oil prices are going to pinch the consumers’ spending ability and retail sales will 
be hurt…”, or my favorite… “yes, Bob but most of this rally is because of the 
recent dollar weakness and that cannot be good for inflation concerns…” 
 
And the really, really funny part about that is that the crowd will be afraid of those 
reasons for coming doom too. 
 
I have reposted The Rules of Clarity™ “plus two” here once again.  PLEASE use 
it as a tool to review your current thinking and to gain clarity about your 
investment plan.  Also consider this my invitation to each client, prospective 
client, friend or family of a client to contact my office to schedule an appointment 
to re-focus on your financial future as needed. 
 
It is imperative that each investor have direction, clarity and confidence in their 
investment strategy, investment advisor team and financial future!  This is how 
we will all sleep very well at night! 
 
“Rules of Clarity™ plus two”: 
 

1. Eliminate outstanding debt and have plenty of cash on hand to reduce 
worries during volatile economic times.  This can include paying off your 
mortgage(s) for those inclined to think in terms of philosophy versus 
quantification. 
 

2. Have a list of your monthly costs.  Yes, a budget. 
 

3. Know your sources of income, i.e. your earned income, retirement income, 
social security, etc. 
 

4. You should consider allocating and diversifying your investments to reflect 
your constraints for time, risk and volatility.  Once that is done, ALWAYS 
set aside a predetermined dollar amount to invest each month.  At The 
WSG we refer to this as “Systematic Investing” or “Dollar Cost 
Averaging” and it is a strategy that seeks to help grow your assets in 
periods of economic volatility.  If you don’t understand what this is, call 
and we’ll have a class! 

 
If you still feel queasy, then you might consider two additional adjustments: 
 

1.   Reduce the percentage of your portfolio allocated toward conservative 
growth. Consider moving a portion to a two-year A-rated or better bond 
ladder.  In a bond ladder, the bonds' maturity dates are evenly spaced 
across several months or several years so that the bonds are maturing at 
regular intervals. The more liquidity an investor needs, the closer together 
his bond maturities should be. 
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2.   Accept the fact that you may not have the temperament needed to be an 
investor, unwind your investments in a prudent way over a reasonable 
period of time, like one to six months, and promise yourself you will never 
invest for a larger future again. 

 
*Dollar cost average involves continuous investment in securities regardless of 
fluctuation in price levels of such securities.  An investor should consider their 
ability to continue purchasing through fluctuating price levels.  Such a plan does 
not assure a profit and does not protect against a loss in declining markets. 
 
In the client relationships that I personally oversee at The Wealth Strategies 
Group, I have planned a reasonable investment portfolio customized around 
each client’s constraint for time, risk and volatility.  I believe each of these 
currently remains intact based on historical perspective and the economic 
outlook. 
 
This month’s Seven Signs are updated below.  As always, I have added some 
unique insight with my comments.  Just scroll down to view these now. 
 
Your thoughts, comments and discussion are welcome.  Please call me at 303-
933-2107 or e-mail me at Jlunney@wealthstratgroup.com. 
 
Respectfully, 
 
James O. Lunney, CFP®, CEP 
CERTIFIED FINANCIAL PLANNER Professional 
Certified Estate Planner 
 
The Wealth Strategies Group was founded by James O. Lunney under the 
guiding principle that comprehensive wealth counseling combined with 
independent investment advice will provide high net worth clients with complete 
trust in our competence, execution and integrity. 
 
P.S. Please join me for our monthly conference call on The Seven Signs of 
a Changing Economy.  You have the option of calling in or listening live for free 
from your computer.  To call in, simply dial 347-826-7481.  There is no access 
code needed.  To listen live from your computer, go to our website, 
www.wealthstratgroup.com, and click on the “LISTEN LIVE” button on the home 
page.  You will be sent directly to our page on the Blog Talk Radio website and 
you can click on the link there.  Instead of having a live Q & A session at the end 
of the call, you can now e-mail your question to me prior to the call at 
JLunney@wealthstratgroup.com and I will address them after my commentary on 
The Seven Signs of Economic Change. 
 
The call is always on the first Thursday of each month at 1:00 p.m. 
MST/3:00 p.m. EST, unless otherwise noted.  Please mark your calendar to 
join me for the next call on Thursday, May 12, 2016. 
 

mailto:Jlunney@wealthstratgroup.com
http://www.wealthstratgroup.com/
mailto:JLunney@wealthstratgroup.com
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We encourage you to invite people from your family, work and social circle to join 
in the call.  Just forward my e-mail notification to your e-mail list.  It is very timely 
information and in the volatile investment environment a second opinion may be 
greatly appreciated in these uncertain times. 

 
 

1) Indicator: Personal Consumption Expenditure (PCE) 
 Where to find it: www.bea.gov 
 What to look for: Consumer spending increases or decreases for three 

consecutive months 

 
(Positive) 
In last month’s issue under Sign #1 I made note of the positive economic impact 
that dropping energy prices have had on our economy.  “Gasoline at the pump 
has dropped from $3.44 per gallon on 9/4/2014 down to $1.69 per gallon on 
2/1/2016!  In fact, for the timeframe noted above, the reduced gasoline prices 
above have added $248.30 billion in annualized disposable income to the U.S. 
economy.” (Source:  Consumer Metrics) 
 
Let’s take a moment and observe what those positive economic impacts I 
mentioned are, so far: 
 
 13.7 million new private payroll jobs created since 2010, which is 55.6% 

more than the 8.8 million jobs lost during the “Great Recession” (Source: 
JP Morgan Asset Management 12/31/2015)1 

 In Sign #4 (Employment Rate) below, we see the labor force participation 
rate has started to increase and rests at 63% down from the pre-Great 
Recession level of 66%, but increasing (Source:  Bureau of Labor 
Statistics) 

 Household net worth ended 2015 at the highest ever recorded on earth 
level of $87.248 trillion!1 

 Household debt service ratio has dropped from a peak of 13.2% as of 
12/15/2007 to 10% as of 12/31/2015, the lowest since 1980 when 
measurement started1 

 Employee compensation as a percentage of GDP has increased from the 
Great Recession lows to the pre-Great Recession levels of 2009 (Source:  
Haver Analytics).  This is a key issue and consumer income has 
historically led business income, which is why I expect the recovery spiral 
up to continue 

 Domestic car sales have spiked from 14 million units per year in 2011 to 
24.2 million annualized in 20151 

 
1 JP Morgan Asset Management “Guide to the Markets” 12/31/2015  
 
Quantifiable facts are more people are working, they are paying off debt, saving 
and spending, all of which are creating a stronger U.S. economy and one that is 
spiraling up! 
 

http://www.bea.gov/
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Are there any flies in the ointment?  Of course, there always are.  One is that oil 
prices appear to have bottomed.  We will hear much more around this when the 
OPEC ministers meet on April 17, 2015 to discuss future oil production. 
 
Sign #1, Personal Consumption Expenditures (PCE) was up +.2 and Sign #1 
remains positive!  

 

2) Indicator: Institutional Money Flow 
 Where to find it: www.wordenbrothers.com or 

www.barrons.com/convictionoftraders 
 What to look for: Increasing or decreasing prices on high volume of large 

block trades 

 
(Positive) 
Money Flow is very important, as the big institutional investors tend to leave a 
footprint, as they move very large amounts of money from one asset category, or 
company, to the next.  It is never as easy to see exactly what is happening as 
there are investment tools and strategies that can muddy the waters. 
 
For example, there are investors, large and small, that reverse the order of their 
transaction into or out of a position.  Instead of buying a company they think will 
go up in value, at which point they would sell for a profit, they may sell a 
company’s shares before they buy it.  The point here is they think the company’s 
shares will go down in value so they sell it first and complete the buy at the 
“hopefully” lower prices to complete the buy and sell of the position.  This 
process is called “selling short”, i.e. selling a company short the shares needed 
to deliver! 
 
As you might guess, there are very large institutional investors who think the 
values of Corporate America are priced too high and they will go down.  Thus, 
they have sold shares they didn’t own (sold short) with the intent to buy at lower 
prices.  It is estimated by Fund Strat Global Advisors that there is approximately 
$1 trillion in the value of Corporate America currently sold short. 
 
As the markets have trended higher, these positions are losing more and more 
money.  It is possible this “stubborn” $1 trillion is now starting to buy back the 
shares they have sold to complete the round trip transaction and stop their 
losses.  If this is an accurate observation, and I believe it is, expect the $1 trillion 
in buying to cause the values of Corporate America to trend higher! 
 
At the same time, the selling trend of the smaller retail investor seems to be 
exhausting itself.  Here is the equity fund outflow data reported by Thompson-
Reuters: 
 
December 2015 = -25.1 billion in outflows 
1/13/2016 to 2/3/2016 = -21.9 billion in outflows 
2/10/2016 to 3/2/2016 = -12.4 billion in outflows 
3/2/2016 to 3/30/2016 = -.5 billion in outflows 

http://www.wordenbrothers.com/
http://www.barrons.com/convictionoftraders
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Combine the demand from short sellers covering, i.e. buying back the shares 
they have sold short to complete the transaction cycle, and combine it with less 
shares being sold by retail and you “could” see the current uptrend extend 
higher. 
 
Next month I will detail a money flow trend that is adding a great deal of money 
flowing into the shares of Corporate America via the U.S. dollar/Japanese yen 
“carry trade”! 
 
For now money flow remains positive! 

 

3) Indicator: Leading Economic Indicators (LEI) 
 Where to find it: www.businesscycle.com or 

www.newyorkfed.org/research/global-
economy/globalindicators.html 

 What to look for: Trends up or down for three to four months 

 
(Positive) 
I closed out last month’s comments on Sign #3 with “I will be especially 
interested in the next two months’ data.”  The reason was that The Conference 
Board had reported the Leading Economic Index (LEI) as a -.2% for each of the 
prior two months.  At three or four months of contracting data you would have to 
sit up, take notes and perhaps change the sign from positive down to neutral or 
negative. 
 
The LEI is comprised of ten components that combined suggest what might be 
happening in the overall economy six to nine months in the future, so very 
important!  The LEI for the most recent month, which is February 2016, is 
positive.  Barely positive at +.10%, but positive nonetheless. 
 
The last three months combined and averaged would be a -.10%.  Not a good 
thing to see.  Thus, the short-term trend is negative, yet with a positive turn after 
two negative months it doesn’t suggest an economic meltdown, but likely more of 
the same. 
 
Our long time readers know that of the ten components that make up the LEI, I 
think two are key contributors: 
 

1. Manufacturers’ new orders for consumer goods and materials, which was 
positive this month. 

 
2. Manufacturers’ new orders for non-defense capital goods, excluding 

aircraft, which was negative this month. 
 

So, two key components split much like the LEI data and the six to nine month 
outlook implied and projected by the LEI data set. 
 

http://www.businesscycle.com/
http://www.newyorkfed.org/research/global-economy/globalindicators.html
http://www.newyorkfed.org/research/global-economy/globalindicators.html


 

8 

 

Once again, next month will be very important but for now Sign #3 remains 
positive! 

 

4) Indicator: Employment rate and after-tax personal income 
 Where to find it: www.bls.gov 
 What to look for: A flattening, then downward trend in non-farm 

employment with a flattening to decreasing after-tax 
income would be a negative indicator.  The appropriate 
trend would, of course, be a positive trend indication 

 
(Positive) 
As we left the “Great Recession” behind back in late 2009, early 2010, I 
suggested month after month that the economic spiral up would require jobs 
creation and that jobs creation only comes from building and then selling “new” 
stuff, versus “existing” stuff. 
 
Specifically, it takes many workers to create a “new” car, or house, to be sold 
versus an “existing” car or house.  As noted above in Sign #1, “new” car units are 
being manufactured and sold like hot cakes!  “New” home sales were up in 
February +2.10%.  The data suggests that new home sales would be higher but 
builders remain cautious in creating supply, as they can still feel the sting of the 
beating they took during the Great Recession, i.e. sales data would be higher if 
there was more supply. 
 
The data also suggests that may be starting to turn.  For the most recent month, 
215,000 new jobs were created.  The bogey is 200,000 per month, so a good 
number.  In addition, the four-week moving average of initial claims for 
unemployment dropped down to 263,250 as of 3/26/2016.  The bogey here is to 
be below 300,000, which it has been since 8/30/2014. 
 
Above in Sign #1, I reported the labor force participation rate has increased to 
63%.  Keep in mind the peak is approximately 66%, so we are on solid footing.  
Solid to the point that the data suggests your chances of being fired today are 
lower than any time in the last fifty years, as the initial claims above are the 
lowest since record keeping began in 1967. 
 
The spiral up continues.  The next step will be even higher wages, which will lead 
to more Personal Consumption Expenditures, money flows, et al. 
 
Sign #4 remains very positive.     

 

5) Indicator: Durable goods spending 
 Where to find it: www.census.gov/indicator/www/m3 
 What to look for: An increasing or decreasing trend, especially a trend of 

four to five months out of six would be a positive or 
negative sign 

 
(Positive) 

http://www.bls.gov/
http://www.census.gov/indicator/www/m3
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These long shelf-life items like non-perishable, non-fashion items are usually the 
first to show signs of a slowing economy.  Remember, these are items we can do 
without, if need be.  New orders decreased -2.8%.  This decrease followed 
+4.2% increase last month, which was revised down from +4.90%, but new 
orders have been down three of the last four months.  Shipments inked at -.90%.  
This follows last month’s increase of +1.5%, but down two of the last three 
months.  Inventories decreased -.30%, down seven of the last eight months. 
 
As you read these data points, what did you observe?  I observe that it is the 
post holiday hangover, which allows inventories to burn down while we wait for 
the spring zing numbers to roll in.  Last year at this time I suggested similar data 
flow as half the country was buried in snow, and that once people could see their 
backyard again, spring would zing!  And, did it ever. 
 
Perhaps last year was a coincidence, as the data flow this year is similar, but you 
can see your backyard pretty much everywhere, including Michigan, sans the 
Upper Peninsula!  We will watch this sign closely, along with the weak, but not 
alarming, LEI in Sign #3 above. 
 
In the meantime, you might enjoy knowing there are signs of a spring zing 
underway as I write this on April 3, 2016!  For example, if you Google the Baltic 
Dry Index, which measures the cost of moving goods across the oceans of the 
world, you will observe +43.96% increase YTD!  Many people were under the 
impression that trade had stopped (think China), as the index dropped in 2015.  
Had these worry warts peeled back “just one” onion skin, they would know the 
world’s shipping fleet doubled between 2010 and 2013.  With China’s temporary 
slow down last year the larger denominator of ships to trading volume caused the 
index to suggest less tonnage shipped when, in fact, it was near all-time highs.  
Now with tonnage shipped up +43.96% YTD, I suggest the data in LEI in Sign #3, 
and Durable Goods, Sign #5, will find support here and start the spring zing trend 
up. 
 
As anecdotal evidence, notice the U.S. transfer systems, think railroads, trucking 
and shipping are up about 15% on average, YTD.  My normal $1.00 bet is on:  I 
bet we see new orders spike up next month, perhaps as much +5%! 
 
Sign #5 remains on watch, but still positive. 

 

6) Indicator: S&P 500 Earnings per Share growth 
 Where to find it: www.standardandpoors.com 
 What to look for: Two quarters of S&P 500 earnings per-share growth, up 

being a positive trend and down being a negative trend 

 
(Positive) 
No doubt you will be surprised to learn that reduced energy prices have also 
reduced the earnings of energy companies.  Thus, the energy companies in the 
S&P 500 index have pulled down the overall earnings of the total S&P 500.  Yes, 
I know you already know this!  However, that is likely historical data even as it is 

http://www.standardandpoors.com/
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reported since oil prices have already bounced up significantly from the lows of 
last quarter. 
 
As I write this I suspect there is a smart research analyst on Wall Street updating 
the 1Q2016 and 2Q2016 S&P 500 earnings estimate to account for the energy 
price increase.  To be conservative I like to use the actual numbers reported 
versus some “possible” future target.  Thus, I will estimate this month S&P 500 
Fair Market Value (FMV) based on data reported while energy companies were 
busy getting crushed! 
 
This month Yardini Research estimates the S&P 500 2016 full year earnings to 
be $121.82, versus FactSet’s at $124.43.  To be conservative, I will use the lower 
$121.82 estimated 2016 full year EPS.  Just for fun I will also do my best Arthur 
Fonzarelli, rendition of “Jumping the Shark” from the old Happy Days television 
show.  (Google the episode, it is funny!)  I will jump the shark to 2017 several 
months early to see what FMV is for 2017! 
 
To peek around the corner and estimate what may be in store for Fair Market 
Value (FMV), let’s plug the numbers into our rule of thumb, the “Rule of 20”. 
 
To use the “Rule of 20” you subtract the inflation rate from 20.  I will use the 
same inflation rate the BEA used in calculating the U.S. Gross Domestic Product 
in their “second” estimate released on March 25, 2016, which was +.96%.  This 
becomes your multiplier and is multiplied by the respective year’s earnings per 
share to calculate the estimate of Fair Market Value. 
 

 2016 S&P 500 earnings estimate = $121.82 

 $121.82 x 19.04 = 2,319.45 (FMV) 
 
As of 4/1/2016 the S&P 500 trades at 2,072.78 (an 11.90% discount to FMV). 
 

 2017 S&P 500 earnings estimate = $138.06 

 $138.06 x 19.04 = 2,628.66 (FMV) 
 
As of 4/1/2016 the S&P 500 trades at 2,072.78 (a discount to FMV of 26.81%). 
 
This data, which has been a very good general estimate of Fair Market Value has 
suggested today’s valuations represent between an 11.90% to 26.81% discount 
between now and year-end 2017. 
 
Please make a “note to self”, last fall in these notes I suggested much the same 
(which happened) but that 2016 was a presidential election year.  The unknowns 
and uncertainties of presidential election years will cause volatility both up and 
down and perhaps violent volatility.  We have that today.  However, Sign #6 is a 
rule of thumb outlook of valuations, so use it accordingly. 
 
As stated, these are “Rule of 20” estimates of Fair Market Value.  No one knows 
the future and that is why prudent investors build a plan around this type of 
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outlook.  A plan that takes into account each person’s constraints for time, risk 
and volatility.  Sign #6 remains positive! 

 

7) Indicator: Inflation/deflation numbers 
 Where to find it: www.bls.gov/ppi/ or www.bls.gov/cpi/ 
 What to look for: An interruption to the consistent but modest increase in 

the cost we all pay for goods and services 

 
(Positive) 
Inflation and deflation have a huge impact on our U.S. Gross Domestic Product 
(GDP), as it is an inflation adjusted statistic.  Since energy has a large impact on 
our overall economy, the recent reduction in price has reduced both the inflation 
rate and the economic growth rate. 
 
As noted above, it is likely we have already seen the bottom for oil prices in this 
recent fear cycle.  Thus, we could see inflation tick up a little and the GDP tick up 
a little more.  However, as I write this edition, both Sign #3 (LEI) and Sign #5 
(Durable Goods sales) are “indicating” an economic slowdown.  They are not 
negative at this point, but weak.  Here is what an economic slowdown looks like:  
(All GDP data numbers reported are inflation adjusted and annualized) 
 
 4Q2013 +2.64% 
 1Q2014 -2.94% 
 2Q2014 +4.60% 
 3Q2014 +4.96% 

4Q2014 +2.20% 
1Q2015 +  .60% 
2Q2015 +3.90% 
3Q2015 +2.00% 
4Q2015 +1.40% 

 
I believe when 1Q2016 GDP is reported it will reflect higher growth from the 
return of the energy sector but still low as the increase in energy costs will also 
increase the “deflator” used to adjust for inflation, thus a GDP of less than 2%! 
 
This is not a rocket launch level of growth, but at this level we should see the 
growth roll out and up smoothly for a very, very long time, think a decade plus! 
 
This slow but steady growth will help the Fed continue with their low interest rate 
policy.  A policy that many seem to have forgotten has huge byproducts.  
Byproducts like trillions in bank deposits, household debt reduction, increased 
new jobs, increasing retail sales, increased household net worth, corporate 
earnings near all-time highs, etc. 
 
I continue to believe inflation and deflation are in check (not too hot, not too cold, 
just right) and our steady economic growth will continue to be the base that our 
economy continues to build from and on to going forward! 
 

http://www.bls.gov/ppi/
http://www.bls.gov/cpi/
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Sign #7 remains positive.   
 

*The Rule of 20 is in this calculation implying, and using, a price/earnings ratio, 
which is the valuation ratio of a company’s current share price compared to its 
per-share earnings.  Thus, 19x the expected Earnings per Share.  Both EPS and 
the multiple of 19 could drop.  The earnings could be reduced due to the 
consumers spending less.  The multiplier of 19 could drop to, say 8 for example, 
if investors were to get scared and become risk adverse.  All of a sudden 8 x 
$121.82 turns the 2,319.45 2016 FMV into 974.56and even worse if earnings 
were to drop below the example of $121.82.00/share!  This is the multiplier risk 
and earnings risk I personally worry about.  It may never occur, but what an 
unfortunate event it would be if it did and we had not prepared for it as a 
possibility.  Thus, I am glad we have! 

 

   

 
The opinions voiced in this material are for general information only and are not 
intended to provide specific advice for every client. 

 
All performance referenced is historical and is no guarantee of future results.  All 
indices are unmanaged and cannot be invested into directly. 
 
•The economic forecasts set forth in the presentation may not develop as 
predicted and there can be no guarantee that strategies promoted will be 
successful.  
•Stock investing involves risk including potential loss of principal 
•Bonds are subject to market and interest rate risk if sold prior to maturity. Bond 
values will decline as interest rates rise and bonds are subject to availability and 
change in price 
•Government bonds and Treasury bills are guaranteed by the US government as 
to the timely payment of principal and interest and, if held to maturity, offer a 
fixed rate of return and fixed principal value.  
•The Dow Jones Industrial Average is comprised of 30 stocks that are major 
factors in their industries and widely held by individuals and institutional 
investors.  
•The Standard & Poor’s 500 Index is a capitalization weighted index of 500 
stocks designed to measure performance of the broad domestic economy 
through changes in the aggregate market value of 500 stocks representing all 
major industries. 
•International investing involves special risks such as currency fluctuation and 
political instability and may not be suitable for all investors 
•There is no guarantee that a diversified portfolio will enhance overall returns or 
outperform a non-diversified portfolio. Diversification does not protect against 
market risk. 
 

 


