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Performance Summary 
In these quarterly letters to you, I always like to emphasize how important it is to be disciplined and keep your eyes on the long-term view. Normally 
it takes years to see an investment cycle play out, and you only recognize the “big picture” or prevailing trend of the market in hindsight. 
 
That was not the case in the first quarter this year. It’s rare that we get such a textbook “V” pattern in the space of just 3 months: equities went 
basically straight down from the start of the year, hitting a trough on February 11, and then marched right back up. Normally, you would only see a 
pattern this obvious years in hindsight after a market crisis. Thankfully, in this case, we didn’t have to endure that—but we did get a perfect example 
of a valuable lesson. Market timing doesn’t pay. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Analysis 
 
2016 began with the worst 5-day start to a year for equities in history, near-zero interest rates, lackluster GDP numbers, and on top of that, election 
year uncertainty. All of this contributed to market volatility. Doom-and-gloom headlines were rampant: “Dow Jones Industrial Average Plunges Again”, 
“S&P, Nasdaq Hit New Lows” and so on. Some media personalities even wondered if this might be another 2008 crisis! As an advisor, I came across 
research from various investment companies that recommended strategies to tackle this investing environment ranging from exotic alternative 
investments to completely eliminating exposure to bonds. In times of volatility, you will notice again and again that active investment management 
strategies start to get a lot of airtime…which of course, is in the industry’s best interest.  
 
Unfortunately, it is not in investors’ best interest: active fund managers had their worst quarter in 18 years, according to research from Bank of America 
Merrill Lynch’s Savita Subramanian. So why did they fail? These active managers are not stupid people. In fact, they are the best and brightest 
investment analysts that mutual fund companies hire to pick stocks. But no one has the ability to tell the future. To give an example, last year’s top-
performing stock of the S&P 500 (up 134.4% in 2015) has plummeted down from #1 to #432, and is down -10.6% so far this year.  Studies have 

Indices 1st Quarter 
S&P 500  1.3% 
DJIA  2.2% 
MSCI Developed EAFE (international) -2.9% 
BarCap Aggregate Bond Index  3.0% 
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repeatedly shown that it is impossible to be profitable on a consistent basis with a market-timing strategy that relies on picking winners and losers 
from year to year. The extremely volatile quarter we just had illustrated the folly of this strategy in a very short time frame. 
 
The psychological trap of thinking that you should do something, anything, to try and stop the pain of volatility is extremely tempting. Investors, 
unfortunately, fell for this trap yet again in the first quarter. According to the Wall Street Journal, investors pulled $23 billion from U.S. stock funds in 
Q1. This all-in or all-out mentality will only hurt you.  
 
Follow the money, and you will see that active trading only serves to make your broker rich and you more broke. While no one really wants the market 
to go down, the media and the financial industry make the most of it. Newspapers would not sell a lot of advertisements with headlines like “Oops, 
It’s Not Another 2008 After All,” and investment firms who earn commissions on every trade don’t make money by sitting tight and not trading. They 
benefit from recommending an active, reactive approach that has been shown to be ineffective even in situations where it “should” work.  
 
Looking Ahead 
 
As an advisor, I never like to see markets down either, but a schizophrenic quarter like this past one should emphasize to you why in this quarter and 
every quarter, we practice portfolio and financial planning strategies that are proven by research (in the case of our Modern Portfolio Theory asset 
allocation style, Nobel Prize award-winning research!). 
 

• Regular rebalancing: Rebalancing is the only way to guarantee that you will consistently buy low and sell high. However, it feels very 
counterintuitive to buy “losers” and sell “winners,” so very few individual investors actually do rebalance.  

• Tax efficiency: Your portfolios for tax-deferred and after-tax accounts are designed to ensure that your various investments are in the right 
place to limit taxes. In addition to the broad portfolio design, we take tax efficiency into account on a variety of levels, taking your specific 
investments, cash flow needs, and tax situation into account with every move we make within your portfolio.  

• Low institutional costs. The funds and ETFs we select for your portfolio have extremely low expense ratios, which keeps more money “in 
your pocket” to grow through the power of compounding. Because of our size and institutional access, we are also able to trade and rebalance 
your portfolio for less expense than you would be able to as a retail investor.  

Now, we very rarely receive calls from clients who want to jump in and out of asset classes. Actually, we tend to get more calls from media outlets! 
But if downturns like the one we encountered last quarter make you nervous, we are happy to serve as your investment therapist during times of 
duress. We fully expect a wild ride in the markets this year, with the Fed pushing rates and the election in November, but this ain’t our first rodeo. 
As fiduciaries, our advice is always motivated by your best interest and our desire for you to grow your wealth over the long term while also meeting 
your short-term needs. Please do not hesitate to reach out to us—we are always happy to answer any questions you have to increase your 
understanding of market events and to help your peace of mind.  
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Important Disclosure Information 

Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk, and 
there can be no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or 
investment strategies recommended or undertaken by Halpern Financial, Inc.), or any non-investment related content, made reference to directly or 
indirectly in this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or 
individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content may no 
longer be reflective of current opinions or positions.  Moreover, you should not assume that any discussion or information contained in this newsletter 
serves as the receipt of, or as a substitute for, personalized investment advice from Halpern Financial, Inc..  To the extent that a reader has any 
questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the 
professional advisor of his/her choosing.  Halpern Financial, Inc. is neither a law firm nor a certified public accounting firm and no portion of the 
newsletter content should be construed as legal or accounting advice.  If you are a Halpern Financial, Inc.  client, please remember to contact Halpern 
Financial, Inc., in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of 
reviewing/evaluating/revising our previous recommendations and/or services. A copy of the Halpern Financial, Inc.’s current written disclosure 
statement discussing our advisory services and fees is available upon request. 
 


