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Investing is not a game of perfect.  It is 

evitable that intelligent and thoughtful analysis 

can be undone by unforeseen circumstances.  

We know of no manger or investor who has 

not had his best intentions of profit supplanted 

with a loss.

The list of things than can turn an otherwise thoughtful idea into a less than ideal one is virtually limitless.  It can center on company 

specific changes, industry cyclicality, economic cyclicality, market confidence, central bank policy, governmental policy, currency 

intervention, market manipulation, demographic changes, cultural differences, etc. Sometimes the effect of the unforeseen circum-

stances is a complete change in the investment thesis.  This often requires a sale and reallocation of capital.  Sometimes it is just 

extending out further the time it will take to realize your objectives.  This is often a test of persistence and conviction.  This may 

require holding your allocation longer or in some cases allocating more capital in a period of declining prices.

Our current equity strategy has two allocations which can be included in the camp of ‘yet to be realized.’  They include our natural 

resource and emerging market allocations.  Though smaller allocations in the overall equity allocation; e.g. natural resources 4.50% 

and emerging markets 6.50%, they have been noticeable performance detractors.  Oil market pressures and concerns about slowing 

growth issues in China have combined to add pressure on values in these two asset classes.

So what do we do when the current results of these choices don’t match our expectations?  First we evaluate the long-term investment 

thesis to determine if it is still intact.  In the case of natural resources, we determined more than 5 years ago that there would be a 

long-term increasing demand for natural resources.  The 2 billion people entering the global middle class will want to build bigger 

houses, fill them with stuff, drive cars and enjoy a more consumer oriented existence.  In the absence of something making timber, 

industrial metals, oil and any other commodities obsolete, this increased demand will drive prices higher in the long-term.  We still 

believe this is true.

However, recent slowing demand in China and global GDP, and increased oil production, despite lower prices, have combined to 

create a bear market in energy investments and other natural resource stocks.  Both our public equity managers and private equity 
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managers have put forth opinions that the current 

price levels are potentially creating generational 

opportunities to buy cheap assets in this sector. As a 

consequence, we are maintaining our position and its 

current weight of 4.50% in natural resources. 

For almost 2 decades, we have espoused our belief in 

the emerging markets as a permanent long-term asset 

class.  It can be and will continue to be a permanent 

part of our investment strategy.  Due to its risk/

reward characteristics, it is a smaller weight in our 

allocation representing more of an ‘explore’ than 

‘core’ position.  It is a good complement to our core 

equity asset classes such as US and international large 

cap stocks.   

However, just as US small companies can grow into 

mid-size or large companies over time, the countries 

and companies in the emerging markets will become 

developed nations and global brands.  We have 

watched South Korea and Samsung both grow into 

formidable economic entities on the global stage.  As 

a consequence we are maintaining our position and 

its current weight of 6.50% in emerging markets.

Two actions accompany these decisions.  First 

because we have unrealized losses in taxable 

accounts, we have an opportunity to sell and realize 

the losses to offset other portfolio gains.  This has 

real economic value by virtue of reducing tax 

payments and cash flow for the current year.  

Second these positions have experienced larger 

relative losses than other asset classes.  Therefore, 

they are under-weight their target allocations.  By 

maintaining our convictions, we will buy additional 

TThe Abuls, Bone & Eller Equity Allocation 
As of September 30, 2015: 

Large Cap Value 22.00% 
Large Cap Growth 22.00% 
Small Cap Value 1.50% 
Small Cap Growth 0% 
International Large Cap 25.50% 
International Small Cap 4.00% 
Emerging Markets 6.50% 
Natural Resources 4.50% 
Allocation Funds 10.00% 
Cash 4.00% 

Total 100% 

The Abuls, Bone & Eller Income Allocation 
As of September 30, 2015: 

Core Bonds 65.00% 
Global Bonds 15.00% 
Multi-Sector Income 10.00% 
Allocation Funds 10.00% 

Total 100% 

shares of these asset classes in rebalancing.  Additional purchases at 

reduced prices will bring our average cost down and hopefully position 

these current buys for above average performance opportunities.

There were no changes to our investment strategy during the third 

quarter.  In individual circumstances, we did add excess cash positions 

to equity positions during the market decline. The discipline of our 

dollar-cost-averaging and rebalancing processes is a positive during 

these market corrections.  It allows us to be disciplined sellers in an up 

market and opportunistic buyers in a declining market.  

As of this writing, the equity markets have strongly rebounded off their 

September 30 prices. The weakest performers ending the third 

quarter, such as natural resources and emerging markets, have seen 

some of the biggest rebounds. We continue to be appreciative of your 

support and will continue to do everything possible to be prudent 

stewards of your capital. 
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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 involves 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 performance.  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 portion of your portfolio.

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.  The Vanguard REIT Index is a real estate investment trust fund that offers 
investors wide exposure in the real estate sector at a low price.  The fund holds each of its stocks in approximately the same proportion as the weighting in the MSCI US REIT Index.  It is not possible to 
invest directly in an index.

The NASDAQ Composite Index is an unmanaged index of all stocks traded on the NASDAQ over-the-counter market. The Dow Jones Industrial Average is an unmanaged index of 30 widely held securities. 
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.

This analysis does not include transaction costs and tax considerations.  If included these costs would reduce an investor's return. As federal and state tax rules are subject to frequent changes, you should 
consult with a qualified tax advisor prior to making any investment decision. Raymond James does not provide legal or tax advice on these or any other transactions.

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED 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.
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