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Welcome
As the weather cools and the leaves change color, I feel invigorated by the prospect 
of autumn. I love this time of year when we rekindle beloved traditions, renew family 
bonds, and celebrate what we cherish most in life. So far, 2017 has been a good year 
for the markets and a profitable one for our investors. The future is bright. 

Of course, where financial markets are concerned, what lies ahead will always be 
unknown and unknowable. The key is to be prepared, remain flexible, and keep 
things in perspective. We at FAC will never back down from our commitment to 
keep your best interest at the heart of everything we do. We feel deeply grateful 
for your trust and work hard every day to keep it. 

Welcome to this issue of the FAC Quarterly…
In Market Insights, we’ll review market performance in the 3rd quarter of 2017 
and look ahead to year end. 

In Keeping It Real, you’ll see how American adults feel about financial security, and 
we’ll talk about what it takes to prepare for a great retirement.  

In Ask the Manager, we’ll discuss how different market environments affect the 
yield on Equity Yield Plus, and how important it is to diversify.

Finally, in Housekeeping, we’ll introduce you to Todd Talbot, CFP, CLU, ChFC and 
Red Mountain Financial, Inc., our newest affiliate advisor.

To our long-time clients and advisors, we offer our heartfelt thanks for your loyalty. 
We love what we do, and it wouldn’t be possible without your trust. For those of 
you recently joining us, welcome to the FAC family. We pledge to provide the top-
level fiduciary service you deserve.

If you have a question about your portfolio or need a review, please call FAC or your 
advisor at any time or set up a meeting in person. We would love to visit with you.

Market Insight
September was a banner month for stocks and the end of another strong quarter 
for investors.

According to the data, Septembers have historically been bad for the stock market. 
Taking the monthly average over the past 100 years, September is the only month 
in which the Dow had negative returns. Over the past 50 years, investors have lost 
money in nearly two-thirds of all Septembers.1

Not so in 2017. Last month, September took the bull by the horns, so to speak, rounding 
out a quarter that continued to post record-breaking highs. The S&P 500 hit a new 
peak and posted an eighth straight quarter of gains. The Dow had its first eight-quarter 
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winning streak in 20 years. And the Nasdaq scored its 50th record close this year.2

Almost all sectors benefitted from these gains. Information Technology led the 
way, gaining 8.3%. Energy rose 6%. Telecommunications and Materials both 
gained more than 5% and Financials rose 4.8%. Only Consumer Staples suffered 
a loss of -2%. 3

The most surprising thing about September (and the quarter in general) may be 
that there were few surprises. The CBOE Volatility Index (.VIX), which measures fear 
in the market, showed an average swing in September of only 0.4%, making this 
the least volatile September on record.

Factors underpinning the current bull market include a stronger-than-expected 2nd 
quarter earnings season and improvements in the labor market. Steady economic 
expansion worldwide also kept investors optimistic about their prospects. Europe 
and emerging markets posted strong gains in the third quarter, as corporate profits 
grew abroad. 

Monetary policy in this country continues to be accommodative, but the Federal 
Reserve has said it will continue to gradually raise interest rates in coming years as 
it seeks to normalize policy. The Fed’s “sweet spot” for the target federal funds rate 
is between 2% and 5%. The last increase came in June when the Fed raised the 
target rate to 1.25%.4 Further rate increases may constrain the markets and make 
debt securities more appealing.

Looking to the future, global economic performance will continue to have an 
impact on stocks, as will corporate earnings and changes in the labor market. The 
president’s long-awaited tax-reform plan is making headlines, but details remain 
up in the air. Markets may adjust as the specifics emerge. Even if the plan favors 
investment performance, there is no guarantee it will get the bipartisan support 
that still eludes a repeal of the Affordable Care Act. Only time will tell how the 
current administration’s bold ambitions will translate into reality.

With so much to praise in the current economic picture, we continue to be 
optimistic, and yet careful. Bull markets, by nature, don’t last forever. As the 
domestic expansion matures, we know that a correction will come at some point. 
Our goal is to be poised to help FAC investors generate steady and consistent 
returns independent of market movements. 

Please click here to read our most recent Fact Sheets and Performance Analytics.

1. CNBC, September 4, 2017

2. CNBC, September 9, 2017 

3. MarketWatch.com, September 29, 2017

4. Federal Reserve Bank of St. Louis, October 5, 2017

 

http://www.firstadvisorscapital.com
http://www.firstadvisorscapital.com/p/allocation-and-model-performance
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Keeping It Real 
How Relevant Is Your Financial Plan?
In a recent poll, 89% of American adults said they would trade cash-in-hand today 
for long-term security tomorrow.5 Despite this, only 20% say they are confident 
they will reach their long-term goals, and two out of three people admit their 
financial planning needs improvement. 

How confident are you in your retirement plan? 

Work, family, personal responsibilities, and procrastination can keep us from taking 
the time to manage our investments for the future. Some people are content to 
hope things will just somehow work out. But putting off investment planning 
comes with a high cost, and taking action can bring satisfying returns. Developing 
a strategy that works toward your particular goals is key.

The first step is identifying specific goals. Many people have started to save, but 
have not looked specifically at how much money it will take to retire comfortably. 
Their investments may not be properly diversified or streamlined into a cohesive 
approach. Surprisingly, 35% of Americans admit that they are not discussing 
retirement and many of them do not have a clear idea of their financial situation. 

Nobody wants to think about growing old, so talking about how to pay for 
retirement can be unnerving. Add to that pressing daily financial demands and 
it’s little wonder people avoid the topic. But taking time to carefully consider what 
kind of future you want to create can bring greater financial peace. Whether your 
savings plan is brand new or has been around awhile, we can help you reassess, 
rebalance, and recalibrate that plan so it addresses your specific needs and points 
to a more favorable financial future.

Ask the Manager
One of your advisors asked recently why the present yield on EYP was not what it 
was six months ago, even though the market continues to go up. 

11%

89%

American Adults prefer long-term 
security over ready cash today.

Cash-in-hand

Long-term 
�nancial security

http://www.firstadvisorscapital.com


4

Third Quarter 2017
Issue Number 18

Answer:

EYP is indifferent to the market. Regardless of market direction, it is designed to 
generate yield for those living on their accounts who do not want high direct market 
exposure. According to this quarter’s Equity Yield Plus (EYP) Fact Sheet, we are doing 
quite well, considering that our clients have minimal direct exposure to the market 
(less than 4% on average for Risk Level 1, and less than 8% for Risk Level 2). Our clients 
have earned an average annual yield of over 6% for risk level 1 and 13% for risk level 2. 

It is hard for people to sit still while the market has moved up over 18% during 
this same period. Although EYP may not reap all market gains during good times, 
it positions our clients to continue making steady returns even when the market 
turns downward.

The market has been uncharacteristically stable during the last few months, which 
has hampered EYP returns slightly. EYP actually does better if the market goes up 
and down—something we have not seen in quite a while. Regardless of market 
direction, our managers remain disciplined, staying within stated risk mandates 
of the methodology. If a better-than-market return is only available outside our 
risk mandates, we will simply not go there. We prefer to protect the stability of our 
clients’ assets. 

The market works in cycles, and presently the market only knows one direction 
and that is up, up, up —and did I say up? EYP returns are capped by risk. We have 
promised our advisors and clients we would not take risks outside predetermined 
mandates, therefore our return is more moderate and reflects a calculated amount 
of risk. Those whose investments mirror the market are taking considerable risk, 
and the present environment may be causing a false sense of security. 

The fact that options are widely regarded as risky is ironic, as options were originally 
designed as risk management tools. However, many have used them to their 
detriment because they did not thoroughly understand their implications. Just as 
a power saw has many advantages over a handsaw for cutting wood, if you don’t 
learn how to properly use a power saw, you could injure yourself. Similarly, those 
using options without really understanding how to do so put themselves at risk.

For the most part, brokers are right in advising their clients to stay away from options 
because they have a limited understanding of their advantages. But options can 
be a powerful tool for reducing risk when managed by an expert. Many advisors 
who don’t specialize in options trading, but see their potential benefits, turn to FAC 
for help in this area. 

When the market is on a protracted rise, some may forget the perils of volatility 
and jump on the bandwagon of big returns. However, we know the current 
environment will not last forever. Don’t get me wrong; there is a place for stocks in 
many portfolios. But in a time of heady optimism, diversification is as important as 
ever. We all know the market works in cycles. Options may help investors achieve 
steady returns during times of market volatility, but only when employed by 
experts who understand their complexity.

https://s3.amazonaws.com/static.contentres.com/media/documents/f183a134-819b-4497-86eb-e933a6244f94.pdf


5

First Advisors Capital,Inc. ® (FAC) is a Registered Investment Advisor RIA, and is a bonded fiduciary for our clients and advisors.
All Financial data is provided by Investech and Folio Institutional.

Investments in securities and insurance products are: NOT FDIC-INSURED/
NO BANK-GUARANTEES/MAY LOSE VALUE

First Advisors Capital is independent of ProEquities, Inc
Securities offered through ProEquities, Inc. Member FINRA & SIPC

4956 Valleydale Road, Ste. 203

Birmingham, AL 35242

(205)991-8484

www.myfac.com

support@myfac.com

Third Quarter 2017
Issue Number 18

Traders and speculators are at the mercy of the market if they don’t implement 
the risk-management techniques that options provide. They may fall victim to 
market corrections and reversals. The best traders—the ones that last—utilize 
strategies designed to reduce risks and protect capital.

Housekeeping
Please join us in welcoming Todd Talbot, CFP, CLU, ChFC and Red Mountain Financial, 
Inc. as an FAC affiliate advisor. Todd joins us with many years of experience both 
in management and in personal production. In addition to personal production, 
Todd will also help FAC as a wholesaler, calling on local RIAs and advisors to help 
them learn more about FAC’s truly innovative and direct offerings. We look forward 
to working with Todd and benefiting from his years of experience, relationships, 
and talents. 

Thank you for being part of the FAC family. We consider your financial well-
being our first priority. Should you ever have a question or concern about your 
investments, please contact your advisor or call FAC directly at (205) 991-8484.

Wishing you all the best!

Respectfully,

Jon P. Lindberg, 

Principal and CEO

First Advisors Capital,® Inc. (FAC)
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