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THE CRYSTAL BALL

Interestingly, in the stock market, this past
month was the least volatile September on
record, but as October beckons, worry is in the
air. Investors have a concern in the back of their
minds about an event…

The event could be political, financial,
conflictual, a natural disaster, or something like
that… and it can send the markets into a free-fall
during this time of the year. It could happen, but we
don’t think it will -- (at least not in the near term).
Here’s what we do think…. It is always best to
deal with the things that we can deal with and not
spend a lot of time worrying about things that we
can’t control. We cannot stop all the bluster that is
occurring on the world’s political stage, so why get all
fired up about it? Shutting off the TV is something
we can control. We can’t wave a magic wand and
end the sickening divisiveness we’ve witnessed in
the U.S. over the past 10 years, but we can treat
others with respect and kindness. We can’t control
the financial markets and their reactions to events but
we can position our investment portfolios in ways that
can weather most any storm in the economic
environment.
From an investment point of view, how do you
do that? First thing to do is get emotion out of your
investment approach. Think about it… with all the
hubbub we've seen this year, the stock market has

been pretty resilient, is moving upward, and is
lacking in volatility. Not many people thought that
would be the case, but it has been. Next, you can
build your portfolio around the things that matter
most to you. Capital preservation is usually high
on that list. Also up on that list are realistic
objectives for returns and income. Don’t think
your investment portfolio has to meet some Wall
Street benchmark. Your portfolio only has to meet
your personal goals, objectives, and time frame.
Then, establish a plan that takes into account
upcoming cash needs, risk tolerances, rates of return
expectations, and diversification strategies. This plan
should stay in place until adjustments need to be
made due to changes in circumstances (think
economic recession, health issues, family needs,
etc.).
This year the stock market has been rising
and corrections have been almost non-existent. This
makes investors confident. Confidence creates
complacency. Complacency begets low volatility…
and as we all know, low volatility doesn’t stay low
forever. It can change, and it can change very
quickly. Do not be complacent.
Yes, it is good to wake up in the morning,
grab a cup of coffee, and read that the big news story
of the day is a free speech rally at a local university
as opposed to some major catastrophe that came out
of the blue. In the coming months, we will be hearing
a lot about tax reform, repatriation for corporate cash
held overseas, and healthcare reform, along with all
the discomfort in the geopolitical arena. These are
all things that we can’t control. So try your best not
to get bogged down by the constant barrage of news
and talking head analysis. You’ve made a plan; now
is the perfect time to stick with it.

QUOTE
“Both optimists and pessimists contribute
to our society. The optimist invents the airplane
and the pessimist the parachute.”
Gil Stern

THE BITCOIN CRAZE

Confused about bitcoin? You certainly aren’t
the only one. The concept of improving anything (in
this case - the way we exchange money), will
always make sense. The question is: Is Bitcoin a
bubble similar to 17th century tulip bulb craze – or is
it the future international currency used by all
people, businesses, and governments? It appears
that the former is more likely - but there are good
arguments for both sides. Here is what we know so
far:
1. Bitcoin is a form of digital currency, created and
held electronically.
2. It’s the first example of a growing category of
money known as “cryptocurrency”.
3. No central bank controls it and no government
prints it.
4. They’re produced by people, and increasingly
businesses, running computers all around the
world, using software that solves mathematical
problems.
5. Bitcoin can be used to buy things electronically. In
that sense, it’s like conventional dollars, euros, or
yen, which are also traded digitally.
Some
businesses are beginning to adopt it and others are
staying clear.
6. The bitcoin protocol – the rules that make bitcoin
work – say that only 21 million bitcoins can ever be
created by miners. However, these coins can be
divided into smaller parts (the smallest divisible
amount is one hundred millionth of a bitcoin and is
called a ‘Satoshi’, after the founder of bitcoin).
7. The price is volatile. At the start of 2017, one
bitcoin was worth around $1000. At the beginning
of September 2017, one bitcoin was worth nearly
$5000. Price swings of 10-20% in one day are not
unrealistic.
8. China has banned all bitcoin transactions in an
attempt to reduce the country’s financial risks.
9. The IRS has been clamping down on bitcoin capital
gains and expects that all transactions be turned
over to them (a difficult task to regulate).
The concept of a digital currency is something
most people have a hard time understanding. When
you add the volatility and the uncertainty of
government regulation, bitcoin appears to be much
more of a speculation than an investment. Our
advice: Only buy things you truly understand.

OVERHEARD
“Bear in mind that children of all ages
have one thing in common.

They close their ears to advice and open
their eyes to example.”

THINGS ARE RELATIVE

We read this recently in The Economist: “In
1971, the fastest car in the world was the Ferrari
Daytona, capable of 174 mph. The world’s tallest
buildings were New York’s twin towers, at 1,362
feet. In November, that year, Intel launched the first
commercial microprocessor chip. The 4004,
contained 2,300 tiny transistors, each the size of a
red blood cell. Since then, chips have improved in
line with the prediction of Gordon Moore, Intel’s cofounder. According to his rule of thumb, known as
Moore’s law, processing power doubles roughly
every two years as smaller transistors are packed
ever more tightly onto silicon wafers, boosting
performance and reducing costs. A modern Intel
Skylake processor contains around 1.75 billion
transistors and collectively they deliver about
400,000 times as much computing muscle. If cars
and skyscrapers had improved at such rates since
1971, the fastest car would now be capable of a
tenth of the speed of light; the tallest building would
reach half way to the Moon.”

CHRIS MILOE’S
3 SECRETS TO SUCCESS
1) Show Up
2) Show Up on Time
3) Show Up on Time and Be Prepared

FIVE REASONS WHY IT IS
TOUGH TO BEAT AN INDEX

We have always thought that it made more
investment sense to set a goal for returns that mirror
one’s investment requirement than to measure
against some arbitrary index. Here’s why:
1. The index contains no cash. (You probably want
to hold some cash.)
2. It has no life expectancy requirements. (We all
do.)
3. It does not have to compensate for distributions
to meet living requirements. (We do.)
4. It requires you to take on excess risk in order to
obtain equivalent performance. (Good on the
way up -- but not so good on the way down.)
5. It has no taxes, costs or other expenses
associated with it. (Wouldn’t that be nice!)
Investing is not a competition and history shows that
there are unpleasant consequences for attempting
to do something that proves to be unnecessary.

EQUIFAX DATA BREACH

The recent news of the Equifax data breach
makes it likely that your private information has
been compromised. As a result, we all need to do
a better and more systematic job monitoring our
credit and identity. We recommend you visit
annualcreditreport.com to check your credit report.
Equifax, Experian, and TransUnion each provide
one free report annually. You can request a report
from all three providers at once, or one of the
providers now, and spread the other two requests
over the course of the year. If you see anything
unusual, it is worth investigating.
Depending upon your level of concern, you
can place a fraud alert or a credit freeze as a next
step. A fraud alert can be requested by contacting
each of the credit reporting companies. This is free
and will stay on your credit report for 90 days. It
will require a business to contact you prior to
issuing any new credit.
A credit freeze is even more comprehensive
and essentially locks down your credit. This also
can be placed by contacting the credit reporting
agencies.
A freeze is indefinite and restricts
access to your credit report. It will require you to lift
the freeze which may cause delays and
inconveniences if you are opening an actual
account or having your credit checked. If you are
already the victim of identity theft, or age 65 or
older in California, a credit freeze is complimentary,
otherwise, it will cost you $10 to freeze and
unfreeze your credit at each of the three agencies.
Due to the depth of this breach, at a
minimum you should review your credit report now
and decide if you think it is necessary to take
additional precautions. We suggest you continue to
actively monitor your financial accounts and credit
report for any signs of unusual activity. Doing so
will help mitigate any potential damage if you
become a target. Remember that identity theft can
happen to anyone at anytime. Stay vigilant.

PERSONAL NOTES
Gene and Patty K.… Looking forward to seeing
you at the Christmas tree lot. We
appreciate working with you!
John, Jay and Lani… What a great family group.
You are a pleasure to work with.
Jack and Kathy P.… From coaching together to
friendship; how lucky we are.
Cheryl and Ron H.… We’ll keep moving
forward.

BE AWARE

Like there is not enough stuff already to worry
about, now a new wire-related fraud activity is
emerging. This fraud targets individuals involved in
real estate transactions as they are working with title
companies or mortgage brokers at the time of closing.
Fraudsters are compromising email accounts
of title companies and mortgage brokers in an effort
to gain access to interactions they are having with
individuals about their real estate transactions. As
they intercept emails about these transactions, the
crooks have the information needed to then email the
potential victims stating that a wire is required to
complete the 'legitimate transaction.’ However, if the
individual sends the wire, the funds are actually sent
to the criminal account and can result in a total loss to
the victim.
Here are a couple of simple ideas to be
proactive and hopefully avoid the fraud:
• Prior to engaging in any cash transaction, call your
title company or mortgage broker to confirm
important details (wire instructions, timing of
transaction, etc.).
• Email should never be considered entirely secure.
If you are going to discuss important financial
matters through email, always verify the specifics
via a phone call or in person prior to completing
the transaction with the appropriate title company
or mortgage broker.

STILL TIME TO CLAIM PORTABILITY

Beginning in 2011, a surviving spouse has been
eligible to carry over the unused portion of the deceased
spouse’s estate tax exemption amount. This “portability”
of the deceased spouse’s unused exemption provides a
meaningful reduction in estate tax exposure for those
with net worth of over $5 million and may even reduce
or eliminate the need for couples to use a bypass trust
in their estate plan.
The caveat of portability of the deceased
spouse’s unused exemption is that a timely Form 706
estate tax return must be filed within nine months of the
date of death. Many executors may not have realized
this form was required, particularly if there was no estate
tax due at the death of the first spouse. The IRS
recently issued Rev. Proc 2017-34, which grants a
permanent automatic extension to file Form 706 to two
years following the decedent’s date of death.
Furthermore, the IRS has granted retroactive
portability as well. For any member of a married couple
who passed away in 2011 or later, the surviving spouse
can file Form 706 retroactively to claim the unused
exemption. If you think you might have forgotten to do
this or aren’t sure, it would be worth reviewing. The
deadline to claim portability is January 2nd, 2018.

Phil’s Opinions
and Judgments. . .

THE FUTURE

Many anticipate that in the future, electric
automobiles will become the norm. It’s certainly
possible. However, from our point of view, this will
not happen until public charging stations become
more efficient (quicker charging) and accessible.

A STORY

A college professor was hired as a consultant
by the oil industry to promote the industry. They
treated him very well; good salary, first class airfare,
a chauffeur and limousine, and the best hotels. One
day while he was visiting in Washington, the
chauffeur announced to the college professor that he
was fed up. He told him, “You think you’re really
special when in fact you just go around giving people
obvious answers and simple platitudes.”
The professor was taken aback but he liked
the chauffeur and decided to teach him a lesson.
“Fine, if it is so easy, let’s just change clothes right
now and you can testify this morning before the
Senate Committee on Energy.”
The chauffeur thinks that is a great idea so
they switch clothes. When they get to the Senate
Building, the professor parks the limo and goes in
with the chauffeur to see how his testimony will go.
The first question from one of the senators is, “Given
the historical development of this industry, what
would you suggest as a central guiding principle for
future regulation?” The chauffeur is totally baffled,
but in a second he regains his composure and says,
“Senator, that question is so elementary that I’m
going to let my chauffeur answer it.”

On the Proposed Tax Plan. . .
Good luck on getting this passed.
Plenty of special interests would be
impacted and that’s the main reason we haven’t
seen major tax reform since 1986. Restructuring
the tax code is long overdue. The market is
waiting and if something miraculously gets passed
by Thanksgiving, expect the stock market to
welcome the signing with open arms. If nothing
happens, don’t expect a lot of joy on Wall Street.
On Trust. . .
A University of Chicago survey found that the
share of Americans who say “most people can be
trusted” fell from 44% in 1976 to 32% in 2016.
Actually, I’m a bit surprised that it is that high.
Trust cannot be earned with words. Trust can
only be earned with deeds. Remember that the
next time someone says, “Trust me.”
On Friendship. . .
When I was a young man, I remember my Dad
telling me that if I were able to count the number
of real friends I had on one hand, I’d be a lucky
person. I hope everyone is as fortunate as I’ve
been.
On The Albitz/Miloe Group. . .
We’ve been in business now for 36 years with the
overriding goal of making our clients’ financial
lives simpler and less worrisome, and while doing
so also assisting in meeting their goals and
objectives. Our group is made up of three
Certified Financial Planners,
a Certified
Retirement Plans Specialist, an MBA and over
130 years in combined experience. Our clients
are part of an extended family for which we are
steadfastly loyal. If you are a client, you already
know that. Your trust and confidence in us is
appreciated more than you can ever know.
Until next time,

Phil

Chris

Paul

Clete

Sylvia

Vance
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