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THE CRYSTAL BALL
What a fascinating start of the year this
has been! Just when you think it can’t get any
nuttier in Washington, something out of the blue
pops up, and we all shake our heads in
amazement. We’ll likely have to just get used to
it, rather than dwell on every pronouncement
endlessly discussed by the media. The markets have
a way of sorting out what is important and what is
noise; and right now they are saying the clatter is not
pointing toward disaster. Of course, many people
tend to blame President Trump for plenty of stuff, but
if the market sells off, it won’t be because of him.
In spite of prognosticators’ worst fears, the
stock market indexes have been positive thus far in
2017. Yet, all sectors of the market have not fully
participated. There has been a rotation from one
segment of the market to another. Rotations occur
when money goes out of utilities (for example) and
into healthcare stocks, or flows out of energy
companies
and
into
old-line
technology
companies. This rotation is a positive sign, because
it means that money isn’t coming out of the market, it
is just being redeployed.
When the Fed raised interest rates on the
Ides of March, it was expected that the stock and
bond markets would be impacted in a negative
manner. Instead, both rallied. Recall that in our past
newsletters we commented that rising interest rates
due to a stronger economy would be good for the
stocks and not a kiss of death to the bull
market. Certainly if interest rates get high enough
(figure 3.5%-4% on the 10-year Treasury), we’ll start
seeing some competition for the dividend paying
stocks that have recently been coveted by
investors. Our advice here is not to be seduced by
the dividend trade. Many think there isn’t much risk
in dividend paying companies; this is false. There is
risk in everything and more so when prices are bid up
to levels that are based on hope instead of
fundamentals.
The stark reality is this: Most of the time when
things look so wonderful, and so good, the risk is the

highest. Conversely, when things look extremely
bad, the risk is low. We all saw this back in 20072009. In 2007, the market was at its highest level
ever (back then); the fear of recession was a
distant worry, and there were blue skies
everywhere. Looking back, was that a risky
time? It didn’t seem like it at the time. Likewise,
in 2009, after the stock market value was cut in half,
a recession was in full bloom, unemployment was
high and we were teetering on the abyss, was it
really risky to buy then? You know the answer.
So what now? We think the risk to the stock
market is an economic recession, not a political
snafu. Realistically, we would suspect we’d see
another recession in the next two to three years. The
business cycle still rules. Right now though, it
doesn’t look like recession is staring us in the
face. We think we’ll see stock prices climb higher
through summer with minor blips in-between. Scary
pullbacks are to be expected and even savored if you
are an investor. Unfortunately, these expected
pullbacks come at unexpected times. When we get
10% drops in the stock market, the commentators will
struggle to find a reason; most of their comments will
be nonsense. Markets typically go down because
they get overpriced; sometimes it is not any more
complicated than that. The complication comes in
from the fact that prices will tend to go a lot higher
than you think on the upside and a lot lower than you
think on the downside. If you are mindful of this fact,
you’ll be way ahead in the game. The market waltz
will continue until the music stops and no one can
know for sure how long it will be before the band
decides to take a “pause for the cause.”

OVERHEARD:
“One machine can do the work of fifty ordinary
men. No machine can do the work of one
extraordinary man.”

Elbert Hubbard

RISK ADJUSTED RETURNS AND
CASH AS AN ASSET CLASS

Let’s start off with a quick
definition.
Risk-adjusted return
refines an investment's return by
measuring how much risk is
involved in producing that return.
Now to the point…In the
investment world there is nothing
that says you always have to be fully invested. As
financial writer Jared Dillian has stated: Cash is an
option to buy something cheaper in the future.
Markets tend to correct (i.e. they go down) several
times during each and every year. There is no
worse feeling as an investor to be fully invested at
the top of the market, just before the market turns
down. When markets are ramping up, emotions kick
in and many investors feel they are left behind if they
hold cash.
We disagree because there is no
benchmark an investor needs to compete with other
than the risk adjusted return they need to meet their
goals. We are of the mindset that it is good to hold
some portion of your investment allocation in cash.
We do not look at cash as a hindrance on your
investment returns. Cash is an asset class and it
goes a long way toward meeting risk-adjusted
returns.

* * * * * *

KEEPING FOCUSED
THROUGH THE NOISE
At a recent speaking engagement, legendary
broadcaster, Vin Scully, shared that one of his
greatest joys as a young boy was to grab a glass of
milk and some Saltine crackers, crawl beneath his
parents’ large, 4-legged radio (yes, GenX and
younger, these did exist), and listen to sporting
events. At that time, the broadcasts were mainly
local and college football games. What Vin loved the
most was hearing the roar of the crowd. Vinny noted
that throughout his career, when the crowd roared,
he took pause; both to acknowledge the fans and
also to bring him back to his boyhood. With decades
in broadcasting, Vin noted that in times of turmoil
(wars, political unrest, etc.), sports provided a way
for the masses to step away, get swept up in the roar
following a good play, and be at ease.
While the roar of the crowd is one of the
things that make sports great, it can be a distraction
to investments. When making decisions with your
money, it’s critical to tone out the noise, focus on
your goals and objectives, and set a plan for your
future. Along the way, there will be fanfare, but a
key to successful investing is keeping the
focus. That is part of our job, so let us know how we
can help.

WHAT HAPPENED TO ALL
THE PUBLIC COMPANIES?
One thing that surely influences stock prices is
supply and demand. Right now we have the lowest
number of publicly listed stocks since 1984.
According to the Center for Research in Security
Prices at the University of Chicago Booth School of
Business, there are 3267 publicly listed companies,
down from a peak of 6364 companies in 1997. With
more money floating out there, and a smaller number
of companies to invest it in, no wonder 13 companies
in the Dow Industrial Average trade in triple digits. No
wonder big investors crowd into the same names.
And no wonder the DJIA is over 20,000.
So why aren’t more companies coming
public?
There are a couple key reasons why
companies choose to stay private. For one, it is
expensive to go public. Underwriting and registration
costs are estimated to be approximately 14% of the
funds raised in an initial public offering (IPO). Part of
the reason for this is that Wall Street needs to make
money. It’s their job. The other part of the high cost
is due to the regulations and the liabilities the
underwriters face with bringing a company public.
Maybe this will change with the expected business
friendly environment that is anticipated. We’ll see.
Another reason why companies choose not to
go public is because it’s cheaper and easier to raise
large amounts of money in today’s market
environment to fund their business. Interest rates
have been quite low over the past six years. So many
larger companies can borrow money cheaply and buy
these smaller private companies with the expectation
that the newly acquired company will add to their
bottom line. Of course, the small-acquired, previously
private company is happy because they can cash out
their investors without having to deal with the hassles
of going public.

~ WEALTH ACCESS ~
25 USERS AVAILABLE

We are offering 25 people access to the
personal financial management website, Wealth
Access. This portal aggregates your various financial
accounts to allow you to easily keep track of your
current account balances and net worth. You have
complete control of the information you put on the site
and can control your level of sharing of account
information. In addition, a secure document vault can
be used to store important legal or financial
documents. Wealth Access is a good tool to get
organized and can become the central hub for the
viewing of your family’s financial information. If you
are interested in making use of this technology,
please email albitzmiloe@albitzmiloe.com for an
invite.

LIFE INSURANCE
CONSIDERATIONS
If you have a family dependent upon you to
take care of them, life insurance should be part of
your financial planning. The life insurance industry
has solutions to meet just about every need. On
some permanent products, there can literally be
thousands of variations made to the policy design
that each could affect the ultimate premium you’d
pay. The largest cost will generally be the cost of
insurance, and this cost varies not just by health, but
from carrier to carrier.
There is no one
product/company/policy that is the right fit for
everyone, so when you explore coverage options, be
sure to collect multiple quotes. With life insurance,
you either make a targeted decision to insure for a
set period (term insurance), or seek a policy that will
provide coverage for life (permanent coverage –
whole, universal, and variable life). Just as the rate
you pay is set based on your health, the ability to
back the policy and pay claims is a function of the
rating of the insurance company. Here, we
recommend only going with well-rated companies
that have strong financials.
Once you’ve designed and implemented your
policy, don’t simply file it away. Even with basic term
insurance, rates and your coverage needs may
change, so check back on these every 3-5 years to
see if your policy remains in line with your
goals. With universal life policies, changes in
interest rates could affect the original assumptions
and cause your policy to veer off track. With variable
life policies, the portion of your premiums, which is
directed
to underlying investments, requires
continual monitoring. If it’s been a while since you’ve
reviewed your coverage, it is time. We can be of
assistance here.

DEFENSE SPENDING
According to
the
International
Institute for Strategic
Studies, over $1.1
trillion was budgeted
for defense for the
ten
biggest
spenders.
Take a
look at who spent
the most relative to
their country’s gross
domestic
product
(GDP) in 2016.

HOW TO ADD 54K A YEAR
TO A ROTH IRA

If you are interested in
building your Roth balance due to
its favored tax status and can make
after-tax contributions within your
401(k) plan, you may be surprised
at the amount of money you can
contribute each year to an account that can later
become a Roth IRA. IRS Notice 2014-54 provides
guidance on options for after-tax funds in a 401(k)
plan, which specifically allows the rollover of all pretax amounts to an IRA and all after-tax contributions
to a Roth IRA. Prior to this notice, the fate of after-tax
contributions was unclear, and in many cases aftertax portions would simply be withdrawn from the plan
upon rollover.
The ability to roll after-tax contributions to a
Roth IRA is a great benefit for those who already
have after-tax money in their 401(k) plans.
Furthermore, it presents an interesting opportunity for
high earners close to retirement that are ineligible to
make direct Roth IRA contributions due to income
limitations. One strategy is to maximize the amount of
after-tax money contributed to your 401(k) plan with
the intent to roll this to a Roth IRA upon retirement.
The 401(k) limit of all contributions for 2017 is
$54K (traditional pre-tax 401(k), Roth 401(k), and
after-tax contributions). As a result, if your plan allows
after-tax contributions, you can place this full amount
into an account that can be rolled over to a Roth IRA
upon retirement. Because the earnings associated
with after-tax contributions are considered pre-tax
amounts and would need to be rolled into an IRA as
opposed to a Roth IRA, the large after-tax
contribution is functionally a deferred Roth IRA
contribution. We think this can be a very beneficial
strategy for the right situation. If you think you could
benefit from this type of planning, feel free to get in
touch to discuss the specifics.

PERSONAL NOTES
Gary and Patti B.…We are more than proud to
have you as clients.
Shun and Christine…It is a pleasure to work with
you.
Greg and Moshi…Isn’t is great to see the kids
grow into fine young men?
Marion B. …Welcome aboard.
Tommy M. …Great job on the award winning
McDonald’s essay.

A STORY

An older gentleman became very bored in
retirement and decided to open a Medical clinic. He put
a sign up outside that said: "Dr. Geezer's Clinic” “Get
your treatment for $500, if not cured, get back $1,000."
Doctor "Youth," who was positive that this man
didn't know anything about medicine, thought this would
be a great opportunity to get $1,000. So he went to Dr.
Geezer's clinic.
Dr. Youth: "Dr. Geezer, I have lost all taste in my
mouth. Can you please help me?"
Dr. Geezer: "Nurse, please bring medicine from box 22
and put 3 drops in Dr. Youth's mouth."
Dr. Youth: “Aaagh!! This is gasoline!"
Dr. Geezer: "Congratulations! You've got your taste
back. That will be $500."
Dr. Youth gets annoyed and goes back after a couple of
days figuring out how to recover his money.
Dr. Youth: "I have lost my memory, I cannot remember
anything."
Dr. Geezer: "Nurse, please bring medicine from box 22
and put 3 drops in the patient's mouth."
Dr. Youth: "Oh, no you don't, that is gasoline!"
Dr. Geezer: "Congratulations! You've got your memory
back. That will be $500."
Dr. Youth (after having lost $1000) leaves angrily and
comes back after several more days.
Dr. Youth: "My eyesight has become weak. I can
hardly see anything.
Dr. Geezer: "Well, I don't have any medicine for that,
so here's your $1000 back" (giving him a $10 bill.)
Dr. Youth: "But this is only $10!
Dr. Geezer: "Congratulations! You got your vision back!
That will be $500."

TOP 10 FAILURE LIST OF
ESTATE PLANNING

1) Failing to develop an estate plan.
2) Failing to create a complete list of assets and family
information, and failing to keep adequate records.
3) Failing to confirm or update beneficiary designations.
4) Failing to name appropriate fiduciaries.
5) Failing to correctly title assets.
6) Failing to consider incapacity.
7) Failing to structure gifts and inheritances
appropriately.
8) Failing to consider, fund, and properly administer an
irrevocable life insurance trust.
9) Failing to consider gifting techniques during life.
10) Failing to review and update your estate plan.

Phil’s Opinions
and Judgments. . .
On Politics and Investment. . .
Don’t mix these two ingredients, as
they do not make for a successful
recipe.
On the Year 2016 in Sports. . .
What an incredible year…the Chicago Cubs
winning the World Series, the Cleveland Cavaliers
coming back from being down 3 to 1 in a series
against a juggernaut team like the Warriors, and
then to top it off, the Patriots facing a seeming
insurmountable deficit of 28-3 in the third quarter
end up taking the Super Bowl trophy. Any sports
fan had to love the last sports season and even
the non-sports fan had to have a new appreciation
for the old adage “It ain’t over until it’s over.”
On the Anticipated Tax Law Changes. . .
No reason to be cynical other than the fact we’ve
heard about simplifying the tax code for decades.
It would be great if it happens, but without
economic growth, any tax cuts need to be met
with spending cuts -- otherwise the equation
doesn’t balance. What do you think the chances
of that are? Not high. More to the point, what do
you think the market reaction will be?.… Not good.
On Index Investing. . .
There is a lot to be said about just putting your
money in an index fund and leaving it alone. The
returns over long periods of time have been good.
What most people who tout index investing leave
out is this: with the returns of the index comes the
volatility of the index. People like to be in the
stock market indexes when they go up, but not so
much when they go down. They tend to sell when
they go down. Risk adjusted returns compared to
your required investment returns are what count.
On Music. . .
Check out Sunny Sweeney’s song “Grow Old With
Me” off her new album. I’d wager you’ll love it and
be moved too.
Until next time,

Phil

Chris

Paul

Clete

Sylvia

Vance

SECURITIES OFFERED THROUGH CETERA ADVISOR NETWORKS LLC, MEMBER FINRA/SIPC
Advisory services offered through Albitz/Miloe and Associates, Inc. Cetera is under separate ownership from any other named entity.
Albitz/Miloe & Associates, Inc. and Cetera Advisor Networks LLC are separate companies. The views are those of Albitz/Miloe, and should not be construed as investment
advice. All information is believed to be from reliable sources; however, we make no representation as to its completeness or accuracy. All economic and performance
information is historical and not indicative of future results. Investors cannot invest directly in indexes. The performance of any index is not indicative of the performance
of any investment and does not take into account the effects of inflation and the fees and expenses associated with investing.

