
Jonathan:   Hey everyone. It’s Jonathan Rodriguez and I’m here with Zach Scheidt for this month’s Lifetime Income 
Report Pro State of the Market Call. As a brief reminder here, each month we get together with Zach 
and he basically it goes through all the goings on in the financial markets and the globe, around the 
world and cuts through the noise to exactly what you need to know right now. After a month of what 
seemed like chaos, stocks have actually recovered here. I’m looking at a 3% up from roughly the last 
time we had our call, so maybe things aren’t as bad as they seem Zach. What say you?

Zach:    Yeah, I definitely agree with you. We’ve got a market that’s close to its all-time highs. We’ve got com-
panies that are growing earnings. We’ve got strong job market. Things here in the US are doing quite 
well. Despite all of the hand wringing and the Chicken Little people running around saying that the 
sky is falling, we’re actually in a really good spot for investors. We’re here in September. We’ve got a 
new season kicking off for investors. The kids are back in school, managers are back at their desks. 
There’s more activity in the market, which is saying something after a pretty active summer.

Jonathan:  Oh yeah.

Zach:   As you mentioned, we’re trading pretty close to where we were last time that we spoke, but there’s 
some significant shifts that are taking place below the surface. Those changes give you a chance if 
you’re on this call to profit, if you’re paying attention to what’s going on. Some areas of the market are 
actually falling out of favor with investors, while others are starting to attract more attention and trade 
higher. When you look at the market and you see that there’s only a couple percentage point change 
from where the markets were trading last time that we talked, it’s not like nothing is going on. There’s 
actually a good bit more that’s going on behind the scenes. What’s happening is gains in some areas 
are kind of countered by losses in other areas.

Zach:    If you turn on CNBC or just look at the S&P 500 or the DOW or the NASDAQ, you might think that 
not much is going on, but it’s sort of like looking at the ocean, sunrise over the ocean on the coast. It 
may look calm and serene on the surface, but underneath there riptides, there’s aquatic life, there’s a 
lot of action going on. Same thing is true for the market. And as an investor, you want to know what’s 
going on below the surface so that you can profit from new opportunities and also so that you can 
steer clear of areas that have too much risk. And just like in a lot of other areas of life, this all ties back 
to balance and not leaning too heavily in one direction or the other so that way you can keep your re-
tirement on sound footing and make sure that you’re steadily growing your wealth and you’re tapping 
into the best are to give you the most opportunity. Today.

Zach:   I wanted to show you some of the kind of under the surface currents that are happening in the market 
and we’ll talk about how you can take advantage of these trends. We’ll also take some time to answer 
a few questions that many of you have sent in about the trends and opportunities that we’re following 
right now. By the way, thanks for those questions. We love hearing from you guys. Let’s go ahead and 
we’ll jump right in. One of the biggest shifts that I’m actually really excited about right now is the 
shift in which stocks… which stocks institutional investors really want to own right now. For several 
years now, institutions had been plowing money into growth stocks and they’ve been kind of taking 
money away from value stocks.
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Zach:   Now, here’s the difference between those two categories. Growth stocks are obviously companies that 
are growing their revenues and they’re expected to grow their earnings in a big way over time. In most 
cases, these stocks are really very expensive when you look at the way that the stock is trading and 
you compare it to the profits that these companies are currently earning. Investors are willing to pay 
a lot more for these growth stocks because they expect that the earnings will grow over time. While 
these investors may be paying a ridiculous price based on what the company is doing right now, these 
investors are okay with spending a lot of money on these plays because they believe in time the price 
that they’re paying today won’t be so bad. But everything kind of can be taken to an extreme and that’s 
what we’ve seen for awhile.

Zach:   Value stocks, on the other hand, cover companies that are typically earning reliable profits and their 
stocks often trade at cheap prices compared to those profits. For the past several years, big investors 
have kind of avoided these stocks because the company’s profits have been boring compared to exciting 
stories from growth stocks. By pulling money away from these value stocks, prices for the value stocks 
have dropped, or in best case scenario, these stocks had been stable, but they haven’t kept up with the 
market’s advances. But now, the value stocks that used to be relatively cheap, now they’ve become ex-
tremely cheap. That sets up a tremendous opportunity for savvy investors because today we’re starting 
to see a shift back towards value stocks.

Zach:   As that current, kind of think of that underwater current picks up more momentum, there’s going 
to be a lot of money made by purchasing value stocks and then watching the prices move higher as 
waves and waves of investor cash flow into these names. That’s one big trend that I’m seeing that gives 
you some great opportunities. Another trend that we talked about in the past is a reach for yield. That 
simply means that investors need to find stocks, bonds and other opportunities that pay income. On 
a personal level there are more and more that are entering retirement age. And if you’re in this season 
of life, how important it is for your investments to pay you cash. That way you can use the income to 
cover life expenses or trips or things that you want to do with your money, while still keeping your 
nest egg invested and growing.

Zach:   On the institutional side of investing, big pension plans, insurance companies and retirement funds 
have the same issue. These investors have promised to pay retirees or other customers. They’ve prom-
ised cash on a, excuse me, on a regular basis. But with interest rates around the world yielding next to 
nothing, these institutional investors absolutely must find a way to generate that extra cash to make their 
contractually obligated payments. All of these investors from mom and pop investors that are retirees, 
all the way to the biggest pension funds, they are actively searching for investments with some sort 
of attractive yield. Yield just means the amount of money that you get paid on a regular basis for the 
investment that you make.

Zach:   For now, about the only place that you can get good yields are in dividend stocks and high yield cor-
porate bonds. As these investors reach for yield, billions of dollars in cash are flowing into high yield 
corporate bonds and into dividend stocks. Now, for both dividend stocks and corporate bonds, when 
more investors start allocating more of their cash into these areas, prices for these investments trend 
higher. Today, if you’re allocating more of your capital into these areas now, you can be on board to 
ride these waves of higher prices so you can get paid along the way and you can also see your wealth 
grow as more and more people and more and more institutions move their money into these high 
yields opportunities. That way you’re seeing your wealth grow and your income grow.

Zach:   A third trend that I’m seeing right now is private equity investors are putting huge amounts of money 
to work. Now, private equity companies are basically big mutual funds that only a fluent investors or 
institutional investors can buy into. And typically, these private equity investors do things a little bit 
differently than you and I do. When I buy a stock, I just buy the stock and I hope that it trades higher. 
Of course, I do my research and I’m looking at the company and making sure that I’m buying a good 
quality company. But private equity investors, they take a more active role. Sometimes these investors, 
they buy entire companies. So they’ll buy all of the shares of stock and then they own the company 
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and they can then control exactly who manages the company, exactly how business is done, exactly 
what opportunities they’re going to pursue and which ones are not going to follow after.

Zach:   When a private equity company buys out an entire stock, typically they have to pay a big premium 
to own all of the shares. If you’re invested in the stock today that a private equity company is going to 
buy tomorrow, you often get a big overnight gain on your investment when that company announces, “Hey, 
we’re going to buy all of the shares and we’re going to pay a 20% premium to get all of the shares,” or, 
“We’re going to pay a 50% premium,” depending on how the deal is struck. Other times, private equity 
companies will buy a big chunk of stock, but maybe not the entire company and then they’ll use their 
ownership as leverage to tell current managers exactly how they want things done. Now, we saw a 
really good example of this kind of control this week when private equity company, Elliot Manage-
ment, announced that they had spent $3.2 billion to buy shares of AT&T stock. And now that they 
own a large portion of AT&T, they want to dictate exactly how AT&T is going to grow their business 
moving forward.

Zach:   Now, when this news hit the wires, AT&T initially jumped 11% on the Elliot Management news. If you 
already owned AT&T stock, you saw an 11% gain overnight just because this announcement was 
made. You can see private equity investors can be very powerful forces behind some big stocks that 
can offer you tremendous gains. This is going to be a theme that we see a lot more of towards the end 
of this year and into next year because according to the financial times, the private equity industry 
currently has about $2.44 trillion of dry powder. That’s coating with a T. Yeah, it’s hard to even put 
your mind around how much money this is. When I say dry powder, that’s cash that’s sitting on the 
sidelines that these private equity companies have available to invest.

Zach:   We’re not even talking about money that they’ve already spent on other stocks. This is cash that they 
need to invest. Keep in mind, these guys don’t typically earn any fees on the money until it’s invested 
so they’ve got every incentive to put this money to work and to buy out or to take big chunks of stock 
to enter these types of deals. To kind of think about what this $2.44 trillion looks like, that’s enough to 
enter literally dozens of deals the size of the one that was announced for AT&T this week or hundreds of 
deals for smaller companies. And keep in mind, smaller stocks often jump much more on a percentage 
basis when a private equity company takes a position. We saw an 11% jump for AT&T. But if it was a 
smaller company that a private equity investor had announced that they took a position in, you might’ve 
seen a 20, 30, 40, even sometimes a 50% gain just overnight on that type of announcement.

Zach:   My team right now, Jonathan and I… And I don’t know, I can’t remember exactly how many analysts 
we have behind the scenes working on finding these deals.

Jonathan:  At least four or five.

Zach:   Yeah, so we’ve got a bunch of people that are actually at work looking for the next set of stocks that 
these private equity investors will pour money into. Now that the summer is over, think about it this 
way, managers of companies are back at work. They’ve taken their families on vacations and so forth, 
but this is the time when managers of these individual companies get back to work. Private equity 
firms, they’ve got their own portfolio managers and deal makers and so forth and they’re back at work. 
This is the time, September, October, when we’ll start to see a lot more of these private equity deals 
announced and that $2.44 trillion of capital put to work. We’ve got a lot of big opportunities in the 
months ahead.

Zach:   Those are three big themes that are going on kind of below the surface that you might not hear about 
on the mainstream news that all give us opportunities to make money from the swings in this market. 
Despite the average, the S&P 500 kind of being still fairly stable. With these big trends, giving investors 
like us excellent investment opportunities, the question is how should you be investing to make the 
most profits? One of the best ways to make sure that you’re profiting from all of these opportunities that 
the market has to offer and also to protect against any specific risk, potentially hurting your retirement 
plans, is to allocate your investments into many different areas. That way if one area is really strong, 
you’ll naturally be able to benefit from it because you’ve got something invested in that area.
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Zach:   And also, if one particular area of the market weakens, you’ll have successful investments in other areas 
to actually offset those weaknesses. An allocation plan, a plan of putting money into many different 
areas, is one of the best ways to grow your wealth, to keep your wealth stable so that you can sleep at 
night knowing that your wealth isn’t going to disappear because of something bad happening and to 
create a fulfilling retirement where you can do the things with your money that you want to do without 
being worried about what’s going to happen. And today, I wanted to share a good general allocation 
model that you should consider for your retirement fund. You might want to take out a pen and write 
this down. I want to talk a little bit about how you should be spreading the money that you have available 
to invest in your retirement account.

Zach:  I’ll start with the big categories and then we’ll briefly talk about each one. You ready?

Jonathan:  Let’s go.

Zach:   All right. To start with, I would recommend having about 25% of your retirement in cash right now. 
I know that’s a lot bigger than what most people would say or what you might hear from Wall Street, 
maybe it’s because Wall Street doesn’t get paid when you have money in cash, but I do think that’s im-
portant. We’ll talk a little bit more about that in just a second when I break these areas down. Then I 
would say 30% of your of your capital should be invested in dividend stocks. Those are the companies 
that pay you on a quarterly or annual or sometimes even monthly basis, so 30% in dividend socks.

Zach:   I would put 25% of your capital into high-yield bonds. These are investments that are contractually 
obligated. They’re legally required to pay you money going forward. I would say about 15% of your 
money should be in gold or gold stocks, which is an important trend right now that’s helping us make 
a lot of money. It’s definitely given us a lot of opportunity over the summer and heading into the fall. 
I would say put 25% of your capital into growth stocks or more aggressive plays.

Zach:   Let’s look at these a little bit more closely and then we will get into some questions that some of you 
guys have sent in. Now on the cash side… Again, this is a little bit of a higher allocation than most on 
Wall Street would tell you and higher than I would normally hold on a regular basis. Keep in mind, 
when you have an allocation like this, you’ll often want to change it a little bit here and there depending 
on what opportunities are in the market and how much risk is in the market.

Zach:   Right now, stocks are trading fairly close to all-time highs and there’s a lot of uncertainty. Now because 
the economy here in the US is so strong, I don’t expect a recession. I’m not looking for a bear market 
anytime soon, but it wouldn’t surprise me to have a moderate pullback at some point between now 
and the end of the year. And if this happens, you’ll be glad you have some cash on hand because you 
could take advantage of cheap prices and you can load up on some great stocks that will be trading at 
a discount. The cash is just a way to be ready for an opportunity that the market gives you.

Zach:   Now dividend stocks cover a wide area of opportunity. I would say that you could spread about half 
of the money that you have allocated for dividend stocks into stocks that operate here in the United 
States. And these names should do really well thanks to a strong US economy. You can also put half 
of this money into dividend stocks that have big international operations. For some international compa-
nies, stocks are a bit cheaper right now thanks to that value shift that we talked about earlier and also 
thanks to some concerns about the global economy.

Zach:   Now, this works to our favor because you can buy cheap dividend stocks that pay you great yields right 
now and then you can profit as more investors move into those names in the second half of this year, 
pushing the stock prices higher. That’s our dividend stock section. Now high yield bonds of compa-
nies with solid businesses will help you collect even more yield. Now, this is an area that should help 
you keep your wealth very stable because these bonds shouldn’t trade any lower because investors are 
constantly buying them aggressively because they need the yield that these bonds offer so there’s a lot of 
buying pressure underneath these bonds to keep them from trading lower. And at the same time, these 
companies are legally required to pay the interest on the bonds. The income that you can get from these 
bonds is quite secure for months and months ahead.
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Zach:    Now, gold and gold stocks have done very well this summer. Part of the reason why is there is $17 tril-
lion in global government bonds that are now trading with negative interest rates. Negative interest rates 
just means that when you invest in them, you’re guaranteed to lose money between now and when those 
bonds mature. Now, because of this, people, individuals and also big investors are looking for any way to 
protect their wealth, basically to find a way to put their money in something that is not guaranteed to lose 
their money and that’s driving a lot of money into gold. People are worried that even their currencies will 
trade lower and not be worth as much. That’s why people are moving money into gold.

Zach:   Now, I don’t expect this trend to end anytime soon. We should continue to see a lot of money moving 
into gold. Buying gold is a great way to protect your wealth. And then keep in mind, gold miners, the 
companies that mine gold from the ground, they will see their profits grow because as they produce 
more gold and they sell it at higher prices in the open market, that will create bigger profits and drive 
their stock prices higher. Gold stocks will naturally move higher and this is a good time to have a little 
bit of a larger than normal allocation to gold stocks and to owning gold in general.

Zach:   Since we still have strength in the US economy, I want you to have some of your investments still 
allocated to growth stocks, but you want to be very choosy about which of these growth stocks you’re 
invested in. One area of growth that I’m really excited about right now is the rollout of the new 5G 
networks across America. Now, 5G is just a high speed wireless internet that’s going to be available 
in big and medium sized cities very soon. There’s an incredible amount of spending that needs to be 
done to get these networks up and running. That spending is going to drive profits for some really big 
technology stocks. Stay tuned for opportunities in this area. That’s one of the best areas that I see right 
now to invest in growth stocks that are growing their profits. Excuse me.

Zach:   One other area of growth to keep in mind is the retail area. With the job market continuing to be very 
strong, wages continue to increase, people are earning more money, people have jobs available if they 
want them. With all of consumers in America having extra money to spend, key retail stocks will grow 
profits from selling merchandise to these customers. On one hand, we’ve got companies like Walmart 
and Target and they’re seeing sales and profits rise as more people are able to buy just kind of the 
baseline product and different things that they want to buy that are available to many, many different 
consumers. Kind of low priced or medium priced things are available at Walmart and Target and those 
stocks are doing quite well.

Zach:   On the other front, we have more luxury or higher priced retailers like Yeti. Yeti’s a company that sells 
coolers and tumblers and they’ve actually got bedliners that you can put into trucks for your dogs to 
sleep on and just kind of more high priced, premium merchandise and they’re seeing their sales grow 
as more and more investors… I’m sorry, as more and more consumers are willing to spend extra money 
for outdoors activities and for other things that they want. Think about retailers that are selling things 
for a little bit higher prices and those companies are doing quite well as well.

Zach:   There you have it, that’s my current allocation to take advantage of the swings in today’s economy and 
today’s market. I’ll go over it one more time real quick; 25% in cash, that gives you an opportunity to 
take advantage of any pullback in the market to buy stocks on sale, 30% in dividend stocks, and we’re 
talking about both US based dividend stocks and also some international exposure, 25% in high yield 
bonds, these are bonds that companies are legally required to pay you interest for months and months 
to come, 15% in gold and gold stocks, a lot of money is moving into gold because it’s helping people 
protect the value of their wealth, and then 25% into select growth stocks and aggressive plays, 5G and 
retail areas are some of the my favorite growth areas right now.

Zach:   Jonathan, that’s kind of what I’ve got for the state of the market, for where we’re at and for where the 
biggest opportunities are and for how to allocate our capital, but I did want to take a little bit of time 
to cover a few questions that some people sent in. Do you have that list of questions that we wanted to 
talk about handy?

Jonathan:    Sure do. And thanks again for everyone who sent in questions. Let’s get things rolling here with Leon 
who asks is it time to start looking at copper stocks?
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Zach:    Oh yeah, Leon, that’s a great question. Just to fill people in on, maybe why Leon might be asking this 
question, copper a lot of times, people call it Dr. Copper because the joke is that the metal has a PhD 
in economics. In other words, when copper trades higher, it usually means that the global economy 
is strong. And when copper trades lower, it usually means that there’s a lot of risk and that the overall 
economy is weak. That’s just because copper is used in so many manufacturing and construction 
activities, so the more growth there is, the more demand there is for copper.

Zach:   Now, over the past week, and maybe this is why Leon sent the question in, we’ve seen a lot of action 
in copper and metal has actually moved a bit higher on balance just over the past week or so. But it’s 
still not to a point where I feel really comfortable buying copper or buying mining stocks like Freeport 
McMoRan, that’s one of the companies that mines a lot of copper. The reason I don’t feel quite com-
fortable with it is there’s still a lot of concern over economics, both in Europe, the Middle East, also 
China, and that is actually keeping copper from truly breaking out. While the US is very strong, there’s 
some areas of weakness and that has been pressuring copper. Even with the positive action over the 
last week, there’s still kind of a negative trend right there. I would wait to jump into copper until the 
picture is a little bit clear.

Zach:   Of course, we’ll keep a close eye on it and as it moves higher, that might be a great area for dividend 
investments and even just for some growth areas to plow into that growth bucket in your allocation in 
your portfolio.

Jonathan:  Yeah. And it speaks to the why we want to keep so much cash on hand.

Zach:  Yeah, exactly.

Jonathan:   Great. We got to another one here from Wendy who asks what is the best 5G investment to make? 
Man, she’s putting you on the spot.

Zach:   Yeah, the best one. Okay. Well, it’s really hard to pick just one and that’s not a cop out. We’ve got a lot of 
research that we’ve been doing on this area. There are literally probably two or three dozen stocks that 
we’re doing the finishing touches, making sure that they fit our standards and before recommending 
those to different investors, depending on how aggressive they are, whether they’re looking for yield 
and dividends or kind of which type of 5G play we want to get into. But I’ve got a couple that I want to 
share with you today. If you’re looking for a 5G stock that kind of plays into our reach for yield scenario 
in that trend that we’re seeing in the market right now, I really like shares the Verizon, ticker VZ. This 
company’s going to be one of the leaders as it rolls out the 5G networks.

Zach:    The cool thing about Verizon right now is that you get a 4.2% yield on that stock right now. You get paid 
to hold it and you also should grow your wealth as Verizon’s profits are boosted from its 5G network 
over the next few years. Now on the other hand, a more aggressive growth play would be Knowles Corp, 
ticker KN. Now, this one is a little bit more speculative, but it has some really serious growth potential. 
This is a company that makes audio processing equipment. In other words, it creates the processors that 
help you talk to Siri on your phone or Alexa on your Amazon device. You’ve seen the commercials, “Hey 
Google, turn my lights out.” All of those kinds of functions are run through processors that are typically 
created by Knowles Corp. As the 5G networks roll out, we’re going to see more and more of these type 
processors in many devices that are connected to 5G networks. That should create some great business 
opportunity for KN.

Zach:   We’re tracking lots of other good 5G names. We’re hard at work vetting these different stocks that are 
going to be part of this whole wave of spending, but those are two names that should get you started 
right now.

Jonathan:   Great stuff Zach. Well, that’s about all the time we have for today’s call. Did you have any final 
thoughts before we wrap up the state of the market?
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Zach:   I would just say, going back to that whole trend or that whole theme of having a good allocation, 
make sure that you’re not leaning too heavily in one area or the other because as you allocate your 
wealth carefully into different areas, you’ll see steady growth. You’ll be able to grow your wealth. You’ll 
have more opportunities to with your finances to take advantage of the things in life that really mean 
the most to you. I’ll just kind of pound the table there, it’s really important to have a good allocation 
to many different areas of opportunity.

Jonathan:   All right and fantastic one you offered up for us today. Thanks so much Zach. And for all the rest of 
the great stuff we went over in today’s State of the Market Call. And on behalf of Zach Scheidt and 
Lifetime Income Report Pro, I’m Jonathan Rodriguez and we’ll see you in a month.

Zach:  Thanks guys.
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