
Q2  2017

® AIF  , Advisor *

 

Charles E. Dear, CFP
Steve Worth
Donald M. “Tripp” Freeman, III, Advisor *
David Callahan

Phone:  203.409.6253 •  www.RFGinvest .com 

From the desk of...

Charles E. Dear, CFP  , AIF ®,  Advisor®

2017 Second Half Outlook

Global �inancial markets produced very strong returns over the �irst half of 2017, with international equities leading the rally for 
the �irst time in many years. Given the historically low levels of volatility that accompanied this stellar six-month performance, 
many experts and individual investors question the sustainability of the advance – some predict a noticeable correction. So, how do 
we �ind value in a highly-appreciated environment and what is our strategy for the second half of the year?

First and foremost, we are not particularly concerned about equity valuations in general, and new highs in the stock market is not, 
in of itself, a sell signal. However, there are a few areas of concern: the market’s advance has been overly concentrated in technolo-
gy stocks, basic material and �inancial stocks have lagged (indicating an economic softening), and interest rates are beginning to 
move higher. Additionally, we are moving closer to a number of market-moving events on the political calendar. Accordingly, there 
are adjustments to be made and our focus is now on the following observations and strategies:

• Trim exposure to the technology and business services sectors.  Innovation and pro�it growth are most easily found in the  
 technology sector, so you always need to be there. Yet, at times when the technology “trade” is very crowded, with latecomers  
 quick to jump off the bandwagon, locking in pro�its is always a good thing.

• Continue to “lean” on international equities. Foreign markets, particularly in emerging economies, have produced spectacular  
 returns in 2017. But this comes after years of underperformance to U.S. markets. Below is a comparison of international large  
 cap core funds vs. U.S. large cap core funds over the last ten years, according to Lipper Fund Services:
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Investing internationally offers more choice and opportunity, and our feeling is that out-performance in equities outside the U.S. 
will continue for several years.

• Prepare to move into “value” stocks. Financials, industrials, and basic material stocks have lagged signi�icantly in 2017   
 –opening up a good deal of opportunity. While the catalyst for these “old economy” sectors has yet to materialize, signi�icant  
 gains may be realized when value investing moves back into favor. 

• Look to Real Estate Investment Trusts (REITs). REITs offer income, reasonably low correlation to growth stocks, and diversi�i- 
 cation among a variety of property sectors: apartments, retail, digital storage, student housing, medical and assisted living, and  
 of�ice, to name of few.

• Prepare to move cash and low-yield �ixed income assets into the equity markets if a correction exceeds a -5% decline. As  
 Warren Buffet likes to say, “be fearful when people are greedy and greedy when people are fearful.” Even small adjustments at  
 advantageous times can make a big difference. Buy low, set up future returns, don’t run away from volatility.

 Asset Class 2nd Q 2017  5-Year Avg. 10-year Avg.
  Performance Annual Annual

 U.S. Large Cap Core 2.66% 12.02% 5.67%

 International Large Cap Core        6.15%     7.44%  0.63%
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RGF Welcomes Bregman & Company, P.C.

We are pleased and excited to announce the addition of two new investment advisors, Owen Bregman and Eliot Bassin, to the 
Riverside Financial Group team. As principals at Bregman & Company P.C., a full-service accounting �irm with of�ices in 
Stamford and Avon, Connecticut, they bring with them expertise in tax preparation and planning. They are committed to 
providing close, personal attention to client needs. Their many years of advanced training, technical experience, and �inancial 
acumen assures a level of personal assistance clients have come to expect. 

With the recent certi�ication of Senior Advisor, Charlie Dear as an Accredited Investment Fiduciary (AIF®), and the tax exper-
tise of Bregman & Company, the infrastructure is in place to elevate our level of service. While Owen and Eliot will be managing 
investment assets along with the rest of the team, our clients now have access to several tax management and planning 
services including, but not limited to: the tax elements of trust and estate planning, tax preparation, cash �low and budgeting 
analysis, employee bene�its, pension, and pro�it-sharing plans, as well as audits, reviews, and compilation. Clients may contact 
Bregman & Company directly at 203-325-4155 to discuss a tax advisory relationship.

Given our association with Bregman & Company and the 
�inancial standards set out in the AIF®, in the coming 
weeks it is our intention to arrange for a thorough review 
of each of our client’s tax return. This exercise often leads 
to several observations that can identify cost savings and 
improvements in planning strategies. We typically �ind:

•  Missed deductions on Schedule A,          
•  Overly high tax rates on Schedule B dividends,  
•  Failure to optimize corporate retirement plan 
    opportunities and, 

•  Inef�icient tax withholding rates on wages. 

David Callahan will be asking you to either send us a copy 
of your 2016 return, or to arrange for your accountant to 
do the same.   

As we announced in an earlier email, Senior Advisor, 
Charles Dear, has earned his Accredited Investment 
Fiduciary (AIF) designation. Technically, the designation 
signi�ies specialized knowledge of �iduciary responsibility 
and the ability to implement policies and procedures that 
meet a de�ined standard of care.

Practically, we are working to incorporate many of the AIF 
standards into our advisory operations. A few of the more 
noticeable practice improvements that should help your 
bottom line include:

• Conducting transaction fee & expense reviews, looking  
 for cost savings. One such example is making sure that  
 your account is on electronic delivery – which entitles   
 you to lower fees.  
• Updating your Investment Policy Statement (IPS) on a  
 more regular basis.  
• Reviewing portfolio risk levels, using our Riskalyze   
 software, on a more regular basis. 

The industry is looking to raise the bar on �iduciary 
standards, both in  asset management and �inancial 
planning. We expect to be ahead of the curve.     
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