
“Better to remain silent and be thought a fool than to speak out and remove 
all doubt.” – Abraham Lincoln
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LOOKING INTO THE 
CRYSTAL BALL 

A healthy sense of humor has always been valuable for dealing with life in general. 
As we face the uncertainties of the 2016 4th quarter and enter the final stretch of the 
58th presidential election, that sense of humor has become downright essential. We 
are going to keep our political viewpoints and comments brief, but man is Saturday 
Night Live good these days! ‘National Enquirer’ type headlines are prolific with 
the upcoming election.  There may have been more controversial candidates and 
embarrassing political positioning in the past, but we are not sure it has been during 
our lifetimes.

We will not offer an opinion on the likelihood of either candidate winning the 
election.  It will not surprise us if financial market volatility accelerates in the face of 
the election, particularly if the race is tight up to the wire.  The markets prefer the 
known to the unknown.  At this point, the markets probably have a better idea of 
Hillary’s agenda than Donald’s.  This may translate into more short-term volatility 
with a Trump victory.  Longer term financial and market benefits of either would be 
speculative at this point.

The Federal Reserve officials continue to present a molasses-like case for the 
raising of the federal funds rate.  The ‘lower for longer’ environment we have 
been experiencing for 8 years does not appear to be setting a new trajectory any 
time soon.  The Fed continues to ride the cross currents of muted economic data 
and the growing asset prices in the financial markets. Business capital expenditure 
and investment remain subdued and yet the consumer continues to show positive 
contributions to economic growth via glimmers of wage growth and consumer 
spending.

We have said in previous musings that fiscal policy stimulus would be a positive for 
economic growth and a boost to the optimism of corporate America and investors.  
Given the current political environment, uncertainty is the only certainty in the 
prospects for fiscal stimulus.

Ultimately, companies earning profits on a sustained basis is what makes the 
financial world better.  It allows for employees to receive raises and spend more.  It 
allows for companies to invest and grow.  It allows for earnings growth and a bid 
up in security prices by investors.  The markets are trying to determine if earnings 
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are being produced by organic means or financial 
engineering and how sustainable they are from this 
starting point.

Outside the US, Brexit is in its work out stage which 
appears to be a methodical and long-term scenario.  
Banks in Europe continue be questioned on their 
financial wherewithal.  European countries continue to 
manage the immigration flood into their borders.  The 
Chinese continue their evolution from a centralized 
government spending economy to a more consumer 
centralized economy.  Larger questions loom as to 
the Chinese transition strength and how much risk 
is contained in the leverage used to feed the change.  
Russia continues to exercise its KGB style foreign 
relations on its bordering countries, trading partners, 
allies and foes alike. 

With all the instability and questions looming in the 
world around us, what does it mean for the growth of 
capital and our investment policy?  For the quarter 
ending September 30th, the broad US stock market 
represented by the S&P 500 was up 3.85% and 7.85% 
YTD.  The stock market bottomed March 9, 2009 
and has since extended the current bull market for 92 
consecutive months.  The longest bull market in the last 
70 years was 114 months and lasted from 1990 to 2000.  

International stocks represented by the EAFE index 
rebounded nicely in the third quarter up 6.43%, leaving 
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them up 1.73% YTD.  Emerging market equities were very strong 
again up 8.32% for the quarter, leaving EM stocks up 13.77% YTD.  
Bonds represented by the Barclay’s Intermediate Credit index 
experienced a muted quarter down -0.24% leaving them up 3.30% 
YTD. 

We made no changes to our equity allocation or our income 
allocation in the 2016 third quarter.  As we pointed out last quarter, 
we have seen a gradual increase in cash levels within many of our 
underlying managers’ portfolios.  This more defensive position is 
primarily due to securities reaching sell targets and the subsequent 
pool of reinvestment opportunities being abnormally shallow.  

The rising level of security prices creates an absence of really 
attractive entry points for investment opportunity.  Rising interest 
rates will eventually make the entry point for bond investments more 
attractive.   And more than likely, a market sell-off will create better 
opportunities for stock buying.  We have often said that buying in 
at attractive price levels is an element of managing risk and earning 
good risk-adjusted returns.  Whether it happens at the asset class 
level or underlying sectors, we and our managers are prepared to 
allocate capital where prices are attractive for earning long-term 
attractive rates of return.  

Note that in the midst of possible market declines, asset prices 
sometimes go on sale.  Besides cash reserves, rebalancing portfolios 
is also a disciplined part of our process to position portfolios 
for future returns.  Simplistically, buying assets for investment 
purposes entails buying at a lower price and selling at a higher price, 
sometimes while earning a cash flow return (interest or dividends) 
through the holding period.  As markets and financial assets have 
risen the past 8ish years in our discretionary accounts, we have sold 
profits and either paid out distributions for investors with income 
needs or moved profits into fixed income to temper risk and 
preserve value.  In the event of a market decline, we may do the 
opposite.  We may take the imbalance of conservative assets and 
buy the lower priced equity 
investments.  It is a process 
for removing the emotion and 
providing a disciplined means 
to buy low.

BEHIND THE MAGIC CURTAIN
Each year, Abuls, Bone & Eller conducts our team business planning.  The 
overriding goals are to review the past year and to assess how our performance 
for clients can be improved in the coming year.  Just as we believe thoughtful 
and disciplined planning is the cornerstone of success in personal finances and 
investment policy, we believe an accountable review of our team results and an 
insightful look ahead at the business of our business will provide an improved 
client experience for you and your family. The preparation of the business 
planning begins with receiving feedback from each of our individual team 
members.  The feedback is organized and distilled down to a handful ofgoals 
that represent the“don’t miss” opportunities to create a better experience for 
our clients.

This year, planning has brought about three areas of concentration for us:

1. Providing communication that is relevant and understandable to 
you the client

After some grass roots conversations with clients, it is clear to us that, as an industry, 
we provide an overabundance of reports, communications, etc.  Too much, in fact, 
that it appears the plethora of information keeps people from reading most of it.  
And more importantly, your understanding of what is important is diffused with all 
the ancillary information.  

We are on a mission to centralize the communication efforts and manage the flow 
of information to provide what is relevant to you.  Investor Access, our Abuls, Bone 
& Eller website and our personal client reviews will be the portals for disseminating 
our communication.  We are in the process of updating our website and working 
on templates for Investor Access that will help make the process easier and more 
relevant to you.

We realize you have chosen to delegate to us the detailed aspects of making good 
investment and financial decisions on behalf of your family.  It is clear to us that on 
occasions you have a need to dig into the details to help understand aspects of your 
experience.  However, the vast majority of the time you want a big picture analysis 
of your financial situation.  In general, your questions are: “Is my investment plan 
producing results that are acceptable to my expectations?” and “Do I have enough 
financial resources to make my family’s goals a success?” If we can produce the 
answers to these questions in a few pages instead of 300 pages you will be informed 
and confident that you are living a well-planned life. 

2. Continued reinforcement of planning as the cornerstone of our 
value to you, both as it concerns your personal finances and your 
investment portfolio

After 30+ years of helping individuals and families lead successful financial lives, 
we are convinced that a thoughtful and disciplined plan is the cornerstone of this 
success.  First, it provides a comprehensive and coordinated look at your life.  
Second, it provides a regular review of the process for changes in your personal life 
or the environment that can affect the plan.  This is just as true of your investment 
plan as it is of your overall financial plan.  We will reinforce the importance and 
value of this in the coming year and help to communicate it in an understandable 
and meaningful way.

“ALL MODELS 
ARE WRONG, 
BUT SOME ARE 
MORE USEFUL 
THAN OTHERS.”  

– GEORGE E.P. BOX
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”Like” us on Facebook!

REQUIRED DISCLOSURES

Views expressed in this newsletter are the current opinion of the author, but not necessarily 
those of Raymond James & Associates. The author's opinions are subject to change without 
notice. Information contained in this report was received from sources believed to be reliable, 
but accuracy is not guaranteed. Past performance is not indicative of future results. This is 
not a recommendation or a solicitation to buy or sell any security.  Investments and strategies 
mentioned may not be suitable for all investors. Investing always involves risk and you may 
incur a profit or loss. No investment strategy can guarantee success. International investing in-
volves additional risks such as currency fluctuations, differing financial accounting standards, 
and possible political and economic instability. These risks are greater in emerging markets. 
There is an inverse relationship between interest rate movements and bond prices. Generally, 
when interest rates rise, bond prices fall and when interest rates fall, bond prices rise.  Since 
past performance is no indication of future results, there are no guarantees as to future perfor-
mance.  Past performance is provided for illustrative purposes only.

Diversification and strategic asset allocation do not ensure a profit or protect against a loss. 
Investments are subject to market risk, including possible loss of principal. Gross Domestic 
Product (GDP) is the annual market value of all goods and services produced domestically by 
the US. Alternative investment strategies involve greater risks and are only appropriate for 
the most sophisticated, knowledgeable and wealthiest of investors. High-yield bonds are not 
suitable for all investors.  When appropriate, these bonds should only comprise a modest por-
tion of your portfolio.The value of fixed income securities fluctuates and investors may receive 
more or less than their original investments if sold prior to maturity.  Bonds are subject to price 

change and availability.

The S&P 500 is an unmanaged index of 500 widely held stocks. The MSCI Emerging Markets 
Index is designed to measure equity market performance in global emerging markets. The 
Russell 2000 index is an unmanaged index of small cap securities which generally involve 
greater risks. Barclays Capital U.S. Aggregate Bond Index is made up of the Barclays Capital 
U.S. Government / Corporate Bond Index, Mortgage-Backed Securities Index, and Asset-Based 
Securities Index, including securities that are of investment grade quality or better, have at 
least one year to maturity, and have an outstanding par value of at least $100 million. The 
MSCI EAFE (Europe, Australia, and Far East) index is an unmanaged index that is generally 
considered representative of the international stock market. These international securities 
involve additional risks such as currency fluctuations, differing financial accounting standards, 
and possible political and economic instability. The Dow Jones-UBS Commodity Index aims to 
provide broadly diversified representation of commodity markets as an asset class.  It is not 
possible to invest directly in an index.  

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTI-
FIED FINANCIAL PLANNER™ and federally registered CFP (with flame logo) in the U.S., which 
it awards to individuals who successfully complete CFP Board’s initial and ongoing certification 
requirements.

Raymond James & Associates, Inc., Member New York Stock Exchange/SIPC

3. Continued reinforcement that Abuls, Bone & 
Eller is a team of professionals with a diverse and 
complimentary skill set working on your behalf

Abuls, Bone & Eller is a team of diverse and collegial professionals 
who are independently striving to make our individual selves better, 
as well as working together to make the whole of our business better 
than the sum of its parts.  We continue to add layers, one person at 
a time, to help facilitate the best client experience we can imagine.  It 
is difficult at best, and unrealistic in practicality, to know all there is 
to know and do all there is to do to effectively manage the financial 
affairs of clients as an individual.  The success of our business 
has allowed us to add talented people to the team and we have 
thoughtfully added talent that is diverse and complementary in their 
skills.  

We want you to understand this ‘team perspective’ for many reasons.  
Notably, in the absence of your lead advisor or client service rep, you 
know any other team member can be responsible for helping you 
with almost any matter small or large.  Second, as advisers we want to 
focus our time and energies on making good financial decisions and 
communicating our strategies and plans for your personal success.  
Yet, it takes a lot of behind the scenes work to make all that happen.  
Your Abuls, Bone & Eller team of professionals support one another 
in many ways to make the ultimate delivery of your plan and success 
an efficient and effective process.  Multi-generational planning has 
become a reality in our practice. For example, one of our families 
spans ages from 23 to 102.  Having a diverse demographic in our 
team helps facilitate relationships across the generations.

We look forward to focusing on these three areas over the next 
twelve months and improving the client experience for you and 
your family. You have delegated a significant aspect of your life 
to our discretion.  Partnering with you is a blessing.  We are very 
grateful to work with you and your family in helping to spend 
your life time wisely.
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 Current 
Yield 

Last 
Quarter  

Last 12 
Months 

Last 3 
Years 

Last 5 
Years 

Last 10 
Years 

Equity Asset Classe s       
U.S. Large  Cap Value - 3.70 13.08 7.70 14.02 5.40 
U.S. Large  Cap Growth  - 5.59 10.46 9.23 14.98 7.52 
Small Cap Value - 7.29 14.51 5.72 14.56 6.43 
Foreign Large Cap Value - 6.24 5.69 -0.68 6.26 0.71 
Foreign Large Cap Growth  - 6.06 8.35 2.02 8.56 3.14 
Emerging Markets - 7.60 15.24 -0.36 3.68 3.49 
Natural Resources - 5.26 20.52 -3.72 1.40 1.77 
       
Fixed Income Asse t Classe s       

Barclay’s Intermediate  Credit 3.39 -0.26 2.50 2.22 1.64 3.85 
Barclays Municipal 1-10 2.58 -0.11 3.40 3.34 2.95 4.04 
Barclay’s Global Bond 9.85 0.82 8.83 2.13 1.74 4.26 

 Current 
Yield 

Last 
Quarter  

Last 12 
Months 

Last 3 
Years 

Last 5 
Years 

Last 10 
Years 

Major Indexes       
S&P 500 7.84 3.85 14.43 11.16 16.37 7.24 

 1 Year  3 Year  5 Year  10 Year    
Treasury Yields 0.59 0.88 1.14 1.60 - - 
       


