
Bad Timing 

I nvestors can make many mis-

takes during their investment 

lifetimes:  not starting early 

enough, not investing aggressively 

enough, investing too aggressive-

ly, not being diversified enough 

etc….  In my experience there is 

no bigger mistake that one can 

make than the “big mistake”.  

That’s the term we give to the in-

vestor who sells after a substan-

tial decline and then watches the 

market go back up, afraid to in-

vest again.   

T he data supports my con-

clusion that investors are 

simply lousy at timing the market.  

According to Morningstar, inves-

tors have missed out on nearly 

1.8% per year over the past dec-

ade and 1.6% per year over the 

last 15 years by selling low and 

buying high.  They measure this by 

using investor return and compar-

ing it to the fund return.  Investor 

return is often called the dollar 

weighted return because it 

weights the return by the amount 

of dollars in the fund.  The In-

vestor’s return is lower than the 

fund return because investors sell 

when the fund is down, leaving 

fewer dollars to participate in the 

rally. 

T he real problem with selling 

low is trying to justify buy-

ing as the market continues to 

rise.  Some don’t and continue to 

earn nearly 0% on their cash.  Oth-

ers buy just before a top and re-

peat the cycle all over again. 

How can I prevent this? 

 

H aving an experienced financial 

advisor guide you through the 

emotions of a decline (fear) and rapid 

rise (greed) can help you make ra-

tional investing decisions.  However, 

you should have a plan that antici-

pates a sharp market decline.  We’ve 

had them before and we will have 

them again.  Having the discipline to 

reduce your risk when times are 

good and increase your risk profile 

when the market declines can help 

with your emotions too. 

V olatility is here to stay.  How 

you choose to manage the ups 

and downs of the market will deter-

mine your success as an investor. 

A s a single woman facing 
retirement, I have some 

fears and many concerns about 
my future. I find 
myself asking 
questions about 
this once in a life-
time event.  
Should my invest-
ments be differ-
ent than a man’s?  
After all, women 
tend to earn less, 
save less, and 
have smaller retirement portfoli-
os than men.  At the same time 
women live longer and are more 
likely to require long term care. Lynn Hillyard 
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ue stocks, underpriced relative to 

corporate fundamentals, have 

trailed the broad market as investors 

embraced growth stocks such as the 

so-called FANGs (Facebook, Amazon, 

Netflix, and Google).  According to 

Barron’s, these highfliers powered 

the Russell 1000 Growth Index to a 

5.7% total return last year.  That was 

nine percentage points higher than 

the Russell 1000 Value Index, mark-

ing the widest performance gap 

since 2009.  This brings up an inter-

esting dilemma.  Are growth invest-

ments becoming too rich?  Are Value 

investments too cheap to ignore?  

Growth has now out performed Val-

ue for nine years in a row.  Why are 

Value portfolio managers so encour-

aged by this prior period of growth 

outperformance?  They are encour-

aged because during periods after 

both the “Nifty Fifty” market of 1966

-1973 and the “Technology Bubble” 

of 1998-1999, value investments 

showed strong performance, includ-

ing seven straight years of value out-

performance from 2000 to 2006. 

F or me it always comes back to 

the same conclusion, asset allo-

cation and diversification.  Asset allo-

cation and diversification means that 

you don’t exclusively have to own 

one or the other.  You can own both 

growth and value investments hand 

in hand.  It is extremely difficult, al-

most impossible, to predict which 

asset class will outperform the other 

and there may not be an absolute 

advantage to any single approach to 

investing over a long period of time.  

Instead of choosing only one ap-

proach, diversifying between the two 

allows investors to strive for the best 

possible returns while managing risk 

by combining both approaches.  This 

will ultimately allow investors to po-

tentially gain throughout economic 

cycles in which the general market 

situations favor either the growth or 

value investment style. 
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Value vs. Growth 

A Woman’s Perspective 

A s a mother of three chil-

dren, I was intrigued by 
an article detailing the im-

portance of teaching your 
teens about credit, saving, 

and investing. I was never ex-
posed to this world as a teen-

ager in a meaningful way and 
I feel convicted to make sure 

my kids better understand the 
world of finance. 

M any parents start with 
an allowance for house-

hold chores.  Teaching chil-
dren to put some aside for lat-

er, give some to charity and 

spend some now encourages a 
balanced approach to using 

their financial resources. 

P erhaps you want to ex-

plain your credit card 
statement.  Showing teens the 

actual cost of carrying a bal-
ance and explaining the con-

cept of delayed gratification is 
critical BEFORE they are eligi-

ble for credit.  Hopefully there 
is no carried balance so there 

is no interest charges or late 
fees to explain. 

A  decline in the stock mar-
ket is an excellent oppor-

tunity to talk about the emo-

tions of investing.  Buying 

low and selling high sounds 
easy, until it is your own 

money going up or going 
down.  Discussing a rational 

approach to a diversified 
portfolio can pay dividends 

for them later in life. 

D iscussing these con-

cepts can, of course, ap-
ply to grandchildren, nieces, 

nephews, or any extended 
family or friends that are 

teens.  I trust this friendly 
reminder will help you do just 

that. 

Are Value investments 

too cheap to ignore?   

G rowth investments, also referred 

to as momentum investments, 

are comprised of companies whose 

earnings are expected to grow at a fast-

er rate than the market.  These invest-

ments can deliver impressive revenue 

and earnings gains, notwithstanding 

weak economic growth.  On the other 

hand, strong relative performance for 

Value investments might require more 

robust economic growth and higher 

interest rates.  Financial companies, as 

an example, account for a big chunk of 

value indexes.  They would benefit from 

a stronger economy, which would in 

turn improve the credit quality of loan 

portfolios.  Also, higher rates would 

widen the industry’s depressed interest

-rate margins.  According to Barron’s, 

momentum investments are now trad-

ing at an extreme premium to value 

investments with the valuation spread 

the highest since 1980.   

T he past decade has been more 

kind to Growth than Value.  Val-
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Talk for Teens 

L ooking into this further I 
found that women actually 

approach investing differently than 
men.  Studies conclude that wom-
en focus on different portfolio pa-

rameters.  We are more careful 
about growing our portfolio spe-
cifically to meet the long term 
goals of our family.  Women also 

tend to ask more questions than 
men, and invest more conserva-
tively because, generally speaking, 
we are more concerned about fi-
nancial security.  Men, on the oth-

er hand, have greater confi-
dence which can lead them to 
trade more often and hurt 
their long term results, ac-
cording to these studies.   

I  believe it is important for 

men and women to invest 

sensibly.  As a single woman 

facing retirement, being ex-

posed to conservative long 

term investments here at Private 

Wealth Solutions gives me a 

stronger sense of security.  
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war on terrorism, and the war on illegal 

activity in general.  Former Treasury 

Secretary Larry Summers is among 

those pushing to ban the $100 and $50 

bills.  Some skeptics believe the real 

reason to ban this currency is a desire 

for the government to have a better 

understanding and control over our 

behavior and our economy. 

B efore FDIC rules and during a 

time of great distrust the United 

States Treasury printed $500, $1,000, 

$5,000 and even $10,000 bills.  Cars 

and even homes would often be pur-

chased with cash, as mortgages car 

loans and other modern financial con-

veniences simply weren’t available.  

Because most large transactions are 

electronic today (anybody close escrow 

on a home for all cash recently?), there 

is not a need for these larger bills.  

Credit cards, personal checks and elec-

tronic payment have further reduced 

the need for hard currency. 

S o why should anyone be con-

cerned that the government is 

considering eliminating the $50 and 

$100?  Eliminating large currency 

would encourage savers to use e-

commerce and eschew cash transac-

tions that cannot be traced. The in-

crease in electronic commerce would 

allow the government to analyze and 

review transactions.  Sales tax, income 

tax, payroll tax and other tax revenue 

sources couldn’t easily be avoided by 

using e-commerce. 

T hen there’s the Federal Reserve 

issue.  Negative interest rate 

policy already instituted in Europe and 

Japan does not work if you allow sav-

ers to store their wealth in large cur-

rency.  When central bankers try to 

encourage borrowing and spending by 

charging to keep deposits at the bank, 

savers can simply store large bills un-

der their mattress (or more likely in a 

safe).  In fact we are seeing this behav-

ior play out in Japan.  The Finance 

Ministry in Japan announced it has to  

print 17% more of the highest-

denomination banknote this year.  One 

economist estimates that cash in pri-

vate homes in Japan grew to by $46 

billion last year to a total of $367 bil-

lion.  It is hard to stimulate the econo-

my, the goal of negative interest rates, 

if savers are stuffing cash into safes at  

home.   

S o what do you do?  A highly cre-

dentialed author of a paper pro-

posing the elimination of large curren-

cies recently wrote, “Introducing neg-

ative interest rates would create a 

powerful incentive to hold deposits in 

cash, most likely in higher denomina-

tions.   Eliminating high-denomination 

notes, so that saving in cash was more 

inconvenient, would mitigate this 

problem.” By eliminating large de-

nomination currency, could our Fed-

eral Reserve Bank preemptively deal 

with this potential obstacle to nega-

tive rates that we may face in the fu-

ture? 

A  $20 bill is a high enough de-

nomination for most consum-

ers.  A growing number of transac-

tions are electronic and the younger 

generation seems to prefer it that 

way.  It is an interesting to note the 

benefits to our government official’s 

nonetheless. 
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Chinese-made 
goods are now only 
4% cheaper than 
American-made 
ones. -Bloomberg, 
March 16, 2016 

 

It costs the average 
family $245,340 to 
raise a child 
through the age of 
17.-MarketWatch, 
March 22, 2016 

 

Despite volatile fi-
nancial markets 
and slow economic 
growth, the U.S. 
added 300,000 new 
millionaires in 
2015, bringing the 
total to a record 
10.4 million. -
CNBC, March 7, 
2016  

Liquidity (Cont.) Still Thirsty? 

S ince the end of the finan-

cial crisis central bankers 

have been pumping cash into 

the system hoping to jump 

start their economies.  QE1, 

QE2 was followed by QE3 in 

the US.  In Europe the ECB is 

currently engaging in their own 

QE, buying $22 billion a month 

in bonds.   

D espite all this cash flow-

ing through the finan-

cial markets, liquidity 

(measured by the ability to buy 

or sell a security without influ-

encing the price) has been de-

clining.  According to Colin Ellis, 

chief credit officer for Europe, 

the Middle East, and Africa at 

Moody’s, liquidity has fallen in 

the Treasury, corporate bond 

and stock markets since the 

end of the financial crisis.  In-

deed, large company stocks 

have not been immune to this 

illiquidity.  In August of last 

year, for example, GE and Pep-

sico collapsed 20% at the open! 

H owever, there may be a 

silver lining here.  Ac-

cording to Ben Levinson at Bar-

ron’s “…markets are already 

adjusting to lower liquidity in 

ways that can reward patient 

investors.”  The 100 stocks with 

the highest trading volume are 

trading at 3.1 times book value, 

on average.  Stocks with the 

lowest volume trade at just 2.2 

times book value.  This gap has 

grown in recent years. 

F or investors willing to tol-

erate volatility, they may 

be able to acquire some real 

bargains.  With interest rates 

near zero, any strategy that can 

increase return even fractional-

ly, is welcome. 
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T here’s a new 

weapon pro-

posed to fight the 

war on drugs, the 


