
Money.Money.Money. 

  

Our government has ceased the historic $4 trillion in money printing. The debate still rages whether this action helped the economy or 
whether the economy rebounded on its own strength. This economic variable will remain a consideration as we continue to implement 
everyone’s financial plans going forward in the new year. 

  

The government is expected to begin raising interest rates for the first time in eight years. This change will be factored into how we 
position investments for everyone’s long-term financial plans. For the past year or so, our calculations have revealed some stocks to 
be extremely overvalued by as much as 30-50%. When this happens, we sell the overvalued stocks to lock in profits. As can be seen 
from the accompanying example graph, this strategy has provided excellent long-term, five-year + returns for our clients. 

  

The profits obtained from these overvalued stocks provide cash to invest in floating rate bonds paying 4-5% interest. When the 
government raises interest rates, as they are anticipated to do this coming year, these floating rate bonds will be poised to increase in 
value. Bonds may fluctuate in value by several percent, but do not have the extreme shifts seen with stocks. When stocks are 
overvalued, we sell. When stocks are undervalued, we buy. This strategy allows us to position your financial plan for future growth 
while maintaining appropriate protection of your assets. 

  

The accompanying example graph illustrates that when a stock becomes overpriced, it is much more likely to go down in value and result in a loss. 

It may hover at the top and even climb a bit higher, but at these precarious heights a fall could result in losing 50% from those all-time highs. By 

avoiding this scenario, you would make more money in the long run, even if you left a little money on the table at the top end in the short term. It is 

for this reason that we have been staying out of the overpriced tech stocks despite them being the darlings of the news media. We have seen this 

movie before and know how it ends. 

  

Often in our instant gratification, high-speed Internet society, people lack the patience for good investing. At Magnolia, we do have the patience, 

and take very seriously our fiduciary responsibilities to protect and grow your money over the long haul. 
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