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Welcome

A warm welcome and wishes for a prosperous and happy new year! 
Thank you to all our clients, advisors, associates, and friends for 

your continued support. First Advisors Capital (FAC) continues to 
grow and prosper thanks to our many new and existing clients! We will 
continue to empower our clients with the innovative, transparent, and 
direct offerings they deserve. 

As I write this newsletter, it is a rainy New Year’s Day, and my amazing 
wife, Cathy, is in the kitchen of our small vacation cabin (on Lake 
Wedowee, AL) preparing to cook black-eyed peas, turnip greens, and 
pork tenderloin. I am a firm believer in a little luck and a lot of love and 
care — regardless of what you are undertaking.

With the recent presidential election already changing the markets, 2017 
may hopefully set a very different tone both morally and economically 
for this great country. We wish the new incoming administration much 
luck and success as they undertake the many serious challenges facing 
this great nation. 

In this issue of the FAC Quarterly…

In Market Insights, we review 2016 and set the stage for 2017. The 
S&P 500, regardless of all its volatile moves, had gained less than 5% 

on an average annual basis over the past 24 months, excluding dividends 
(as of this writing). To this end, the time at which an investor enters the 
market, as well as how much risk he or she is willing to take, will have an 
influence on overall returns.

In Estate Planning, we address why it is important to have a will and general 
estate plan in place.

In this issue of Ask the Manager, FAC’s Equity Yield Plus continues to draw 
attention as it offers clients excellent risk-adjusted returns. We explain 
why it can make an excellent complement to dividend investing. And 
finally, in Housekeeping, we welcome the newest member of our FAC team: 
Felicia Ludlum. 

If you have recently joined us as an advisor, institution, or client, we send 
out a big welcome! 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 contact FAC or your advisor at any time to 
schedule a phone or personal meeting to review your account(s). Please 
feel free to let us know if you have experienced any life changes or simply 
have a question. We would love to visit with you!!
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Remember, a referral is the highest compliment you could give us. We 
know investors need good advice. There is no better place to get that 
advice than through a FAC bonded fiduciary, who is neither commission 
nor product-driven. We will treat any referrals with the heart of a teacher, 
not a salesperson. 

Market Insight

But what a year 2016 was!  The S&P 500, after having ended 2015 down 
0.7%, ended 2016 up 9.5%. Its performance included the Trump 

rally, as well as a big swoon early in the year that saw the S&P 500 bottom 
out February 11th, then quickly surge 23.6%, which hampered most risk-
managed portfolios.  The high-volatility returns resulted in a two-year 
average annual performance of only 4.5% for the S&P 500, not including 
dividends. And, dividend investors had to have the discipline to stay 
the course during the whipsaw, since missing just a few narrow market 
windows may have actually resulted in little or no returns. One thing is 
comforting, even in the midst of this volatility; because the U.S. markets 
are the largest and most liquid in the world, there have been investors 
willing to step in and buy on the dips... at least for now.

As we enter 2017, we may see a slightly higher growth rate under the 
Trump administration. The stimulus of cutting tax rates, increasing 
defense, and boosting infrastructure will be a plus. On the other hand, 
consumer spending needs to follow through for present stock valuations 
to be validated, and the Fed’s interest-rate policies could hamper the 
needed consumer spending.

Rising protectionism promised by the new Trump administration could 
hurt U.S. exports as well as the High Quality Multinational stocks heavily 
involved in international trading.

Bottom Line: With the so many driving economic attributes up in the 
air, the evidence still points to further bull market gains ahead. FAC 
continues to take a more equal-weight exposure to capitalization, while 
concentrating on relative strength and defensive weightings.

Please click here to view FAC’s 4th Quarter  Fact Sheets and Performance 
Metrics, and be sure to contact your advisor or reach out to FAC directly at 
1-866-353-8484, should you have any questions or additional concerns. 
For clients who participate in FAC’s long/short options-based Equity 
Yield Plus (EYP), please review the Performance Analytics at the bottom 
of the aforementioned link and feel free to contact us for an easy-to-
understand snapshot of your account(s).

“Nothing is so painful to the 

human mind as great and 

sudden change.”

—Mary Shelley

http://www.firstadvisorscapital.com
http://www.firstadvisorscapital.com/p/allocation-and-model-performance
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Estate Planning 
Dying Without a Will 
(Excerpts taken from “Americans’ Ostrich Approach To Estate Plan-
ning,” Forbes.com, April 9, 2014.)

If you die without a will — or, as lawyers call it, “intestate” — there’s no 
guarantee who will inherit your assets. Generally, if you were married 

with kids, your surviving spouse and children will then inherit your assets. 
If you had minor children, the state will choose their guardians. If you 
were single and childless, your state will likely determine which of your 
relatives will inherit your financial assets and property.

What’s more, without a will, your estate will go into probate, a costly, 
slow-moving process the courts use to sort things out.

Then there are the intangible reasons for having a will: You’ll know that 
you’ve taken care of your loved ones the way you’d like; you’ll protect your 
physical and digital assets (assuming you’ve drafted the will properly) and 
you’ll be able to avoid family skirmishes over who’ll get which assets.

Why People Say They Don’t Have Wills

So, what gives? Why do so many people not have wills? When Rocket 
Lawyer asked them, here’s what they heard (people were allowed to offer 
more than one answer):

 • 57% said they “just haven’t gotten around to making one”

 • 22% felt that making a will wasn’t urgent

 • 17% didn’t think they needed a will

 • 14% don’t have a will because they don’t want to think about death

My response: whether you’re married or single, a parent or childless, a 
millionaire or middle-income, you need a will.

If you have assets in the six figures or higher, you probably ought to have 
a trust as well to help minimize estate taxes and avoid probate. A trust 
also offers you greater control over when and how your assets will be 
distributed — such as letting your young child receive only a certain access 
to principal and earnings during or subject to certain guidelines. Don’t 
use the cost of drafting a will as an excuse for not having the essential 
estate-planning document; it’s money well spent.

If you don’t know an estate lawyer, please let you’re FAC advisor know. 
He or she can act as the point person for your estate planning needs. 
One size does not fit all situations when it comes to a will. For example, 

http://www.firstadvisorscapital.com
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if your estate is simple, it might make sense to keep your will basic. If your 
estate is larger or more complicated, it might be better to hire an estate 
lawyer to draft your will (and perhaps a trust). If you have sizable assets, 
minor kids, or heirs you think might dispute their inheritances, sorting 
things out before your death can help make sure your wishes will be 
carried out properly.

Remember to include digital assets in your will, too. “If you have a 
Facebook, Instagram, Etsy, iTunes, or Ebay account, you must bequeath 
them to a beneficiary if you want them passed along after you’re gone,” 
says Kevin Webb, Esq., a lawyer in Birmingham, AL.

Retirement Accounts Have a Special Rule

Incidentally, having a will won’t ensure the money in your 401(k) and 
other retirement accounts will wind up in the right hands after you die. 
For retirement accounts — what some scholars call “substitute wills” — you 
need to be sure your beneficiary designations are accurate and up to date. 
Consider the case of one investor who stated in his will that all of his 
assets would go to his children. Unfortunately, he failed to ask his wife of 
two months to sign a waiver allowing him to name his kids as his 401(k) 
beneficiaries, so she inherited the money. Because of this oversight, he 
essentially disinherited his kids.

Create an Estate Plan File at Home

Scott Taylor Smith, author of the excellent book, When Someone Dies: The 
Practical Guide to the Logistics of Death, recommends creating a file at home 
labeled “My Estate Plan.” In it you would put all your estate-planning 
documents including your will (and trusts if you have them), a durable 
power of attorney form that gives someone the ability to make financial 
decisions for you if you can’t, plus end-of-life instructions such as a living 
will and/or healthcare directive. Be sure you update your will whenever 
your personal situation changes, such as a divorce or remarriage. Your 
loved ones will thank you, even if you don’t know it.

Ask the Manager
A question recently came to us from one of our advisors: 

Question: How does FAC’s options-based offering, Equity Yield Plus 
(EYP) compliment the compounding of returns needed for clients seeking 
income, when coupled with FAC’s long-only buy-and-hold offerings like 
QTCore and Alpha Index?

Answer:  Let’s begin by reviewing the definition of “compounding” as 
provided by Investopedia: (continued next page)

Sixty-four percent of 

millennials say they’d rather 

earn $40,000 per year at a 

job they love then $100,000 

at one they hate.

-Parade.com

http://www.firstadvisorscapital.com
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“Compounding is the process where the value of an investment increases 
because the earnings on an investment, both capital gains and interest, 
earn interest as time passes. This exponential growth occurs because the 
total growth of an investment along with its principal earn money in the 
next period. This differs from linear growth, where only the principal 
earns interest each period.”

In other words, actual gains must be realized in order for compounding to 
work its magic. A simple way to look at it is this: Say you bought a stock 
for $50 per share and its value grew to $60. You cannot realize this gain 
until you actually sell the stock, as the market could take the value of the 
stock back down to $50 at any time. However, if the stock paid a dividend 
and this dividend was reinvested back into the stock, the dividend would 
be compounded over time since the new shares purchased would also pay 
a future dividend.

Even if the stock fell in share price, reinvested dividends would increase 
the value of the investment and be poised for potential future growth. In 
addition, reinvesting dividends takes advantage of dollar-cost averaging 
because you automatically buy more shares when the stock price falls and 
fewer shares when the price is high. In most cases, however, the stock price 
is higher than the dividend itself. It’s important to remember that when 
the market is volatile, particularly in large market drawdowns, shares may 
have to be liquidated just to meet the income obligations of the investor, 
regardless of the dividends.

With EYP we attempt to realize premium income. We do this by writing 
options contracts that realize gains or losses over short periods of time 
(average 23 days). For example, if you sold an options contract that paid 
$500 and were able to close it out for a gain (out of the money) near the 
contract expiration, the premium collected ($500) would be locked in 
and would not change in value regardless of post-sell market direction. 
Once paid, it provides income that is independent of the market itself, 
thus limiting direct market exposure. Consider the stock that grew from 
$50 to $60 per share but was never sold or realized. The investor’s gains 
could be erased by market movement. With collected options premiums, 
the gains are realized, or locked in, once the contract is closed out.

Investors relying solely on dividends for income may find that, when the 
market falls, their dividends do not adequately meet their income needs. 
In this case, stocks may have to be sold to make up the shortage, causing 
long-term damage to the portfolio. Options methodologies are a great 
compliment to individual stocks, especially for investors who depend on 
their portfolio for income and/or simply wish for lower volatility in their 
investment accounts. 

The total value of the U.S. 
housing stock grew to a record 

$29.6 trillion in 2016, an 
increase of nearly 6%, and $1.6 

trillion over the previous year.

—Market Watch, January 2016

http://www.firstadvisorscapital.com
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As we explained in our last newsletter, FAC’s new options-based 
Equity Yield Plus (EYP) is an actively managed, low-volatility long/
short offering. Traditionally, offerings such as these require very large 
minimums, but FAC makes EYP available for as little as $250,000. FAC 
offers EYP through TD Ameritrade within Separate Managed Accounts 
(SMAs). Contact FAC or your advisor for more information regarding 
the unique advantages of EYP.

Housekeeping

First Advisors Capital welcomes Felicia Ludlum to the FAC team! 
Felicia, who will be serving you as our Operations Manager, comes 

from Northwestern Mutual with great experience and amazing customer 
service abilities. We are honored that Felicia has chosen FAC to call home 
and look forward to implementing her talent and experience within our 
firm.

Please remember your FAC advisor (as a bonded fiduciary) stands ready 
to be your point person for all your estate and wealth management needs. 
Please contact us today. We serve all our clients as non-biased sounding 
boards, with the insight and experience to assist you with your financial 
goals and needs.

We look forward to serving our valued clients, advisors, and institutions. 
Please remember that the fiduciary asset management services you deserve 
are just a click or phone call away. Thank you for your continued support 
and confidence!

Wishing you all the best!

Respectfully,

Jon P. Lindberg, 

Principal and CEO

First Advisors Capital,® Inc. (FAC)

First Advisors Capital,® Inc. (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

®

4956 Valleydale Road, Ste. 203

Birmingham, AL 35242

(205)991-8484

www.myfac.com

support@myfac.com
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