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Looking Back at the Past 12 Months 
At this point in the year, market performance certainly seems more positive than when I wrote to you in January, or even April. The market has 
continued to recover from a bleak start to the year (remember, it was the worst 5-day start for equities in history!), despite some fits and starts due to 
the return of volatility from Fed announcements and Brexit. In both April and June, the Dow Jones Industrial Average even re-tested the high 18,000 
level, which we last saw in July 2015. 

 

 
Year-over-year snapshot of Dow Jones Industrial Average (7/1/15-6/30/16) 

 
Even with the Brexit vote and two days of market turmoil – it appears nothing has changed since July 2015. (Remember, though that domestic 
equities do not make up your entire portfolio, so performance of the Dow and S&P indices reflects overall market trends more so than your individual 
equity performance. More on the other areas of your portfolio in the Investment Letter. It has been a bumpy ride, but now we have arrived back where 
we started. Where’s our next destination? 
 
A Strong Strategy for the Next 6 Months and Beyond 
The truth is, our world still faces many of the uncertainties we did from last year—and with sub-par GDP growth and record-low interest rates holding 
back markets, there is not much of a buffer to increased volatility. GDP growth for the U.S. has been stuck around 2% since 2010—which was once 
considered to be a near-recessionary level. On top of that, the Fed has made just one move to increase rates in the past 10 years (the 0.25% increase 
in December 2015), giving little reward for savers. Throw in pockets of heavy volatility, uncertainty about the U.S. election, and sensationalist headlines 
about Brexit potentially causing the demise of the E.U. (which we do not believe will come to fruition). With all of these factors, you would be right to 
expect that 2016 is likely to see more periods of heightened volatility.   
 
The truth is, no one knows exactly what these volatility events will be or how the year will end up. The market could even swing in a very positive 
direction: in 16 of the last 18 presidential election years, the S&P 500 has had a positive total return. The years 2000 and 2008 have been the only 
“down election years” for 72 years.  Perhaps the mere fact that it is now the second half of the year could mean higher returns ahead.  The S&P 500 
has closed at its calendar year high in the second half of the year (July-December) 73% of the time since 1950 (source: BTN Research). 
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These statistics are not intended to be a prediction. But they do go to show that the first half of the year may be nothing like the second half. We will 
remain cautiously optimistic.  In a year like this, it is best to prepare for the worst and hope for the best.  
 
The good news is that you are well-prepared with a long-term strategy that does not depend on predicting exactly what will happen in the short-term 
future. Your most important line of preparation and defense is asset class diversification!  This is a phrase you will hear more than any other from us, 
and that’s because it is of absolute critical importance.   
 
However, we are not passively sitting by and crossing our fingers that diversification alone will save the day. While we are not market-timers, we are 
taking advantage of strategic opportunities to lower costs and improve your risk-return profile, which is more important than ever at this time. As any 
investor should know, “past performance is not an indicator of future results,” so it is more crucial than ever to prepare for any scenario because no 
one asset class is providing a huge buffer of outperformance (though bonds have really benefited from short-term traders fleeing to safety). Here are 
a few of the ways we have adjusted portfolios to prepare for the uncertainty of months ahead: 

1. A focus on value: Value companies tend to be more cash healthy and are often dividend-paying.  This means that, in general, value-stock 
funds tend to focus on perceived safety rather than the highest levels of growth.  This is a strategy we favor during volatile times.    

2. Smart beta: Smart beta funds are index funds with a twist. They follow diversified market indexes like the other funds we use, but add an 
extra factor, like investing only in stocks currently trading at a discount, or only stocks that have financial health ratios above a certain level. 
The smart beta fund we use selects and invests in a basket of low-volatility stocks for protection in this market environment. The cherry on 
top of smart beta strategies is that the investments are selected with a transparent, rules-based system, thus avoiding the high cost of active 
management. 

3. Lowering exposure to REITs: The REIT fund we use in your portfolio is unique in that it includes equity and bond holdings in the real estate 
space, which gives a buffer during volatile times in real estate, but also allows you to participate in real estate growth stocks. This fund has 
often outperformed its more traditional 100%-equity real estate funds with less risk!  However, we believe this outperformance means the 
fund may be overvalued, so we are taking steps to slightly reduce exposure here.  We prefer to buy on sale! 

4. Continuing to focus on low expense ratios: Many of the funds held inside of your portfolio were already among the lowest-available within 
each asset class.  You recently received an additional ‘price cut’ from Fidelity who have made even further reductions to the expense ratios 
on a number of their mutual funds, which are utilized within your portfolio.     

All of these adjustments are consistent with our message to you when it comes to personal finance: have a disciplined strategy, and follow it 
consistently. Find values where you can, minimize costs, and control the factors that are within your control to increase your wealth. In short, be 
proactive, not reactive.  
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Don’t Play Whack-a-Mole With Your Money 
When the county fair arrived early this summer near our One Loudoun office in Virginia, I saw an interesting parallel to how less-informed investors 
tend to approach scary volatility events—the Whack-a-Mole game. Like the players anxiously hovering over the game with a mallet, some investors 
simply react to market events without an overarching plan.  The way to win carnival games is to learn the trick behind them and strictly follow a 
process to take advantage of it—but few people actually do this. They randomly try different approaches until something—by complete chance—
works. 
 
The most successful investors do not do this. They have a disciplined strategy they consistently follow. They spend less than they earn, they save, 
and they minimize investment costs. The disciplined process is what contributes to their success—not whack-a-mole-style investing, allowing short-
term or random factors determine their long-term strategy. Rather than understanding the mechanism behind the game (disciplined saving, investing 
for the long term, limiting costs, tax efficiency, and rebalancing), each mole that pops up (for example, Brexit, or the outcome of the upcoming U.S. 
election) derails these investors from the long-term strategy. 
 
Don’t let yourself be one of these investors. Don’t put your future in the hands of random chance. Rather, control what you know is within your control, 
and stay on the path that you know will lead to eventual success. 
  
The Bottom Line 
 
“There's plenty of money out there. They print more every day. But this ticket, there's only five of them in the whole world, and that's all there's ever 
going to be. Only a dummy would give this up for something as common as money.“ —“Grandpa George,” Charlie and the Chocolate Factory 
 
So even though we cannot offer any prediction of what the markets will do tomorrow, we hope you feel confident that you are prepared no matter 
what. Your portfolio is designed to meet the needs of your life—so go out and enjoy that life! Seize those “golden ticket” opportunities that cross your 
path and enjoy time spent with your family and loved ones this summer. After all, time truly is the most valuable asset we have.  
 
 
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. 


