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Your Goals Are Our Mission 

Helping you achieve your financial goals is our most important objective.  We 

do this in a variety of ways, depending on what those goals are, your time 

frame, and your tolerance for risk. One key component is to MINIMIZE 

LOSSES. Loss aversion is a well-known concept from the disciplines of 

psychology and economics which suggests that losses are more important 

than gains in most peoples’ minds. But beyond the psychological angst 

created by loss, the financial loss can be untimely, if not devastating. Thus, we 

work closely with fund managers, and visit them frequently to assure ourselves 

that their views are in line with ours, which in turn are in line with yours.  

TIME is another crucial element in any investing strategy. Wealth is built over 

time and is based on a realistic combination of risk, reward, and compounding.  

We encourage you to discuss your investment routine with the young people 

you care about. By doing so, you may find yourself saving and investing more 

regularly while also setting a good example for the next generation.  

According to the Federal General Accountability Office, the average American 

between the ages of 55 and 64 years has only $104,000 saved. While the 

amount of money a young person can put away each month is important, the 

amount of TIME that person has until retirement is far more significant.  

With a 5% interest rate, a 25-year old who saves $700 per month for 40 years 

would amass about $1 million by age 65. On the other hand, a 45-year old 

who invests $700 per month for 20 years at the same 5% annual interest rate 

will amass just $290,000. In order to have $1 million, the 45-year old would 

have to invest $2500 per month for 20 years. This equates to $600,000 out of 

pocket compared to just $336,000 out of pocket for the 25-year old. (This is a 

hypothetical example, does not consider the effects of inflation, and is not 

representative of any specific investment. Your results may vary.) 

Along with the routine, or discipline, of sticking to your goals, it is TIME, not 

timing, that provides the advantage. This is where a good financial planner can 

help. By assisting you in creating a realistic plan, a financial planner can help 

you take advantage of THE POWER OF LONG-TERM INVESTING. 
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The Daily Breeze 

The reasons for the first quarter volatility cover financial, economic, and geopolitical areas and have become 

familiar to us all as each day’s news seems to bring a fresh breeze, or sometimes hurricane-force winds, that 

cause gyrations in the markets. Concerns about the Chinese and European economies; distress that the U.S. 

economy might be faltering just as the Fed begins raising interest rates; worries about the escalating Saudi-Iranian 

conflict; signs of severe weakness in global demand, especially for oil and other commodities, are but a few of the 

headlines we regularly see.  

In addition to these ongoing economic, financial, and geopolitical headlines, there is a general tug-of- war between 

a weakening global economy and continued doses of cash from some central banks and corporations that appear 

to be fueling the fires of volatility and leaving the markets without a clear path forward.  Over the past several 

years, many pundits alleged that the unconventional monetary policies employed by central banks would result in 

runaway inflation, a sharp rise in long-term interest rates, the collapse of the US dollar, and a spike in the price of 

gold and other commodities. The reality has been quite the opposite of the prognostications, but perhaps the most 

perplexing result has been the inability of central banks to nudge inflation upward. 

 

Say “When” 

Most central bankers and economists agree that a little inflation is necessary and good. While 0% inflation would 

theoretically mean prices are stable, it would also mean that real wages (“real wages” = wages after inflation) are 

not increasing. In a healthy economy there are times when market forces may require companies to reduce real 

wages.  Since workers tend to refuse wage cuts, employers can allow inflation to do the dirty work for them. A 2% 

wage increase during a year with 4% inflation has the net effect of a 2% decline in wages during periods of 0% 

inflation.   

 

This is the primary reason that most economists and central bankers today agree that a small amount of inflation, 

about 1-2% a year, is more beneficial than detrimental to the economy. Obviously, when inflation gets out of hand, 

prices rise too quickly for incomes to adjust, and our purchasing power diminishes quickly.  

 

Fixed-income investors keep a close eye on inflation because future income must be modified by the expected 

amount of inflation to determine how much value today’s money will have in upcoming years. For stock investors, 

real or anticipated inflation is what motivates us to take on the increased risk beyond fixed-income. We accept the 

risk of investing in the stock market in hopes of generating a higher real rate of return (“real rate of return” = rate of 

return on investment after taxes, inflation, commissions, and other costs are taken.) As long as inflation is low to 

moderate, the stock market provides much better chances for a respectable real rate of return than fixed-income or 

cash. 
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Due Diligence 

Since we are not economists, we cannot professionally assess global 

macroeconomic trends.  Since we are not Chartered Financial Analysts, we 

cannot assess with any precision the credit worthiness and appreciation potential 

of a security. For both of those tasks, we rely on the management firms to whom 

we entrust your money.  Hence, we welcome any and every opportunity to read 

their commentaries, to participate in their conference calls and webcasts, and to 

visit their offices.  The latter we do in what are called "due diligence meetings". 

This past quarter, Steve Van Houten, President of Lifetime Financial Advisors, 

and Harold Kalishman, its Chief Strategist, visited with the managers and 

analysts of First Eagle Investment Management at their offices in New York.  We 

have used their services for many years and have learned a lot about money 

management from them, especially about the need for caution.  We were able to 

ask questions we couldn't have asked in any other venue and were able to re-

confirm our belief in the breadth and depth of their assessments of 

macroeconomic trends and of their abilities to translate those assessments into 

security selection. 

Top Themes of the First Quarter 

• Unprecedented volatility: The first quarter since the Great Depression that the S&P 500 was down 

more than 10%, but finished positive by quarter-end. 

• The appetite for initial public offerings in the U.S. was the weakest it’s been since the first quarter of 

2009, the very depths of the global financial crisis. 

• During March, the S&P and Moody’s credit rating agencies downgraded the outlook for China’s 

government debt.  China’s credit outlook is now negative at both agencies. A devaluation of the 

yuan would likely trigger a new wave of deflation throughout the world economy. 

• As of the end of Q1 2016, the P/E ratio stood at 22.81.  The average P/E ratio is 15.58, the minimum 

(reached Dec 1917) was 5.31; the maximum (reached May 2009) was 123.73. 

• From early November 2015 to mid-February of this year, the S&P 500 fell over 13%, illustrating that 

the U.S. is not immune to what’s happening around the world. 

• We expect the U.S. economy to continue to expand.  
 

 

Senior Investment Advisor of  
First Eagle Funds  

Jean-Marie Eveillard with  
Steve Van Houten (top) and  
Harold Kalishman (bottom). 

 

Our meetings with First Eagle’s Senior Investment Advisor Jean-Marie Eveillard, proved to be especially 

invaluable because of Jean-Marie’s vast knowledge of international economics. From 1993–2004, Jean-Marie was 

the lead portfolio manager for all of First Eagle Investment Management Global Value investment strategies, and 

was named Morningstar's International Manager of the Year in 2001. In 2003 he received a Lifetime Achievement 

Award from Morningstar for building one of the most successful long-term records in the investment business. He 

became a senior advisor in 2009 and now serves as board trustee to First Eagle Funds. 
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Securities offered through LPL Financial, Member FINRA/SIPC. The opinions voiced in this material are for general information only and are not intended to 

provide specific advice or recommendations for any individual.  To determine which investment(s) may be appropriate for you, consult with us prior to investing.  

All performance referenced is historical and is no guarantee of future results.  All indices are unmanaged and cannot be invested into directly. Investing involves 

risk including loss of principal. International and emerging market investing involves special risks such as currency fluctuation and political instability and may not 

be suitable for all investors. No strategy assures success or protects against loss. 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. There is no guarantee that a diversified portfolio with enhance overall 

returns or outperform a non-diversified portfolio. Diversification and Asset Allocation do not protect against market risk. #1-487669 

The Compounding Value of Value Investing 

Because of our strong bias toward preservation of capital, we would 

expect to outperform benchmarks in bear markets and underperform in 

strong bull markets. Some benchmarks, like the S&P 500, are very flawed 

because the largest companies distort the index. At times, the biggest 

part of that index is comprised of companies whose market value far 

exceeds their actual, intrinsic, value and are therefore stuff that nobody 

should want. In 1980, for example, when the price of oil peaked, 30% of 

the names in the S&P 500 were energy when it was not prudent to own 

those companies. In the late '90s, tech, media, and telecommunication 

stocks accounted for 35% of the S&P and no one had any business 

owning these names.  

And then in 2007, just before the financial crisis, 25% of the S&P was 

comprised of financial stocks. Within 18 months (September 2007-March 

2009) the S&P 500 fell 54%. Not many people have the stomach for that 

kind of volatility. What we look for is a combination of stock picking and 

also an ability to minimize declines when markets correct severely.  

This is where the power of compounding comes in: While macroeconomic 

and geopolitical factors may impact short-term earnings and prices, we 

remain committed to the long-term for so long as we, and our fund 

managers, have confidence in the enduring earnings power of the 

companies in which we invest. Our approach, which can minimize draw 

downs, has historically been a way to compound wealth over time.   

 

                                                                

 

IMPORTANT NOTICE 

In recent months, we have 

received legitimate-looking 

emails that appear to be 

from clients requesting 

money, but which have 

been fraudulently sent by 

email hackers. If you email 

us requesting a withdrawal, 

we are required to call you 

and speak directly to you 

to confirm your intentions. 

We apologize for any 

inconvenience this may 

cause, but this policy is in 

place as a means of 

safeguarding your money. 

As a further measure of 

security, please ensure that 

your email password is 

“strong.” 

 

 


