
Readers of this news-
letter are familiar with 
our strong belief in the 
power of stocks to deliver 
meaningful growth to 

investors over the long run.  But this long-term 
growth doesn’t come without some occasional 
short-term pain.  

In the past nine months we have experienced 
two significant corrections in large US stocks:

• A 13% drop from July 20, 2015 to  
August 25, 2015

• A 12% decline from December 
29, 2015 to February 11, 2016

That’s a lot of short-term pain.  As I write this 
on April 6th, the market stands almost exactly 
where it did one year ago.  Lots of volatility, 
but no net growth in stock prices.  

Noted economist John Maynard Keynes once 
wrote wryly “The long run is a misleading 
guide to current affairs. In the long run we 
are all dead.”  Wow, I’ll bet that guy was a lot 
of fun at cocktail parties.  Yet we continue to 
preach the gospel of stocks for the long run.  
So, are we crazy to focus on the long run?  
And what exactly do we mean when we talk 
about the long run?

The following chart from the website  
awealthofcommonsense.com does a great job  
of demonstrating how volatility diminishes  
in the long run:

S&P 500: 1926-2015
Time Frame Positive Negative

Daily 54% 46%

Quarterly 68% 32%

One Year 74% 26%

5 Years 86% 14%

10 Years 94% 6%

20 Years 100% 0%

Source: Returns 2.0

Amazing, isn’t it?  Over 20 year periods, large 
US stocks have NEVER generated a loss, while 
delivering average annual returns of 9.5% from 
1926-2015.  Over 10 year periods, stocks have 
very rarely experienced a loss.  Even the five 
year numbers are pretty compelling, espe-
cially if you offset your stock holdings with a 
five year reserve of less volatile investments.  
Does this five year Stability Bucket idea sound 
familiar to anyone?

Of all the principles we follow in Power of 5 In-
vesting, none is as important as the fifth principle 
“It’s never different this time.”  This is the key 
foundation upon which our entire approach is 
built.  It recognizes these incontrovertible truths:

• Humans are always striving for a better way

• Human ingenuity results in an endless 
stream of new products and services

• These products and services are brought 
to market in an amazing capitalist system of 
free thoughts and free markets

• Products and services are delivered by profit 
seeking companies, big and small

• The companies that meet the needs of the 
competitive marketplace thrive and grow

• Successful companies reward their inves-
tors with dividends and higher stock prices

• Investors who have patience and a long-
term perspective have been handsomely 
rewarded with growing portfolios.  

It’s as simple as that.  And until we reach a day 
where humans no longer strive for something 
better and have no avenue for turning their ideas 
into profits, we have nothing to worry about. 

Will we continue to see volatility?  Absolutely.  
Should our portfolios be built in anticipation of 
this volatility, rather than in reaction to it?  With-
out a doubt.  Is it possible to build a portfolio 
that gets us through the short-term volatility 
while helping us achieve our long-term finan-
cial goals?  Yes, it is possible and this approach 
has a name…Power of 5 Investing!

If you know someone who could use a little 
help with this long-term perspective, have 
them give us a call today.  

*Licensed, not practicing
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As 2016 arrived, investors looked forward to a 
fresh start and a calmer market than that of 2015. 
Instead, they got what accidental philosopher 
Yogi Berra might call, “Déjà vu, all over again.” 
Just as last year, concerns soon shook investor 
confidence. Falling commodity prices and the 
specter of rising interest rates took their toll. 
Vicious and unsettling political wrangling around 
the upcoming election dampened enthusiasm 
for equities. As is often the case, the “sell first 
and ask questions later” crowd dashed for the 
exits. By the first half of February, the Dow Jones 
Industrial Average was down about 10% for 2016. 
While the market had gone years without a 10% 
correction, we now had two in about six months!

As is often the case, once the dust settled it 
didn’t look as bad as some had thought. Oil 
prices stabilized and led much of the commod-
ity complex higher. While the Fed applauded 
moderate growth for the economy, they seemed 
to imply that they would be patient and cautious 
in raising rates. Just as last year, the rout quickly 
reversed. By the end of March, many markets 
had regained most of the losses. If Mr. Berra had 
lived to see the first quarter market action, he 
might call it, “Déjà vu, all over again …again.”

Of course, the mudslinging and fear mongering 
around the election is still with us. As the election 
draws closer, it even seems to be getting worse. 
Many clients have rightly expressed concerns 
over this divisiveness and what it means for 
their investments, and even for the prosperity 
of our country. We found a quote of a candidate 
calling an opponent, “a hypocrite, a criminal 
and a fool.” The opponent shot back that if the 
other was elected, “Murder, rape, and adultery 
would be practiced throughout the land.” In fact, 
these quotes were not from any of the current 
presidential candidates. They are instead from the 
presidential campaign of Thomas Jefferson ver-
sus John Adams, well over 200 years ago. Since 
then, despite frequent challenges and setbacks, 
and through good presidents and the not so good, 
our country and economy have prospered greatly. 

There is also evidence that some degree of 
political division can be a good thing for equity 
markets. During the period from 1901 through 
2014, when one political party controlled both 
the White House and the Congress, the equity 
markets increased an average of 4.6% per year. 
During times when the White House and the 

Congress are not controlled by the same party, 
the average return jumps to 7.0%. This is be-
cause it is not politicians that run our economy; it 
is regular people who get up every morning and 
do their best. That is not likely to change any time 

soon, regardless of the outcome of the election.

Domestic Equities: Stocks were buffeted by severe 
declines in the energy and materials sectors. As 
the declines worsened, many began to fear the 
weakness would spread. Banks weakened due 
to potential energy loan exposure. Soon, some 
were predicting a full-blown recession. Both in 
the markets and in everyday life, most fears fail 
to materialize. As noted above, the result of the 
quick decline and rapid snapback was pretty much 
nothing. The S&P 500 finished the quarter up 1.3%. 
Smaller stocks edged out a slight gain of 0.4%.

International Equities: International stocks followed 
the same general movements as other equities; 
first falling and surging back late in the quarter. 
Developed international stocks were unable to 
recoup all of the initial declines and dipped 3.0% for 
the quarter. Emerging market equities, those stocks 
associated with developing countries, have been 
one of the most reviled asset classes over the past 
year as China fears and weak commodity prices 
pressured markets. Interestingly, emerging markets 
turned in one of the highest returns for the quarter. 
The emerging markets index surged 5.7%.  

Fixed-Income: All of the angst of the first quarter 
actually benefited bonds. In December of last 
year, the Fed raised rates for the first time since 
2006. Some thought the bull market in bonds 
that began 30 years ago was coming to an 
end. It didn’t happen. As the Fed witnessed the 
commodity and international weakness, they 
began to hint and imply that the pace of future 

interest rate increases might be slower than 
many had thought. That was all that it took. The 
Barclays US Aggregate bond index, a measure 
of the broad bond market, jumped 3.0% in the 
first quarter. Most bonds followed suit. High yield 
bonds rose as commodity prices calmed. Mu-
nicipal bonds also joined the party. The Barclays 
Municipal index gained 1.7%.

We know that volatility can be unnerving, par-
ticularly when coupled with the contentious and 
occasionally ugly political landscape. We do not 
just sit by and hope for the best. This brings another 
Berra quote to mind, “You can observe a lot by just 
watching.” We would expand that a little to include, 
“You can observe a lot by just watching and listen-
ing.” When we design portfolios, we not only watch 
the allocation but regularly meet to help assure 
that the portfolio is still correct for you. Further, 
the portfolio is customized by listening carefully to 
your goals, time frame and risk parameters. That 
is one of the keys to delivering advice; to know 
that this isn’t just a portfolio going up and down. 
We know there are people attached to this money. 
Thank you for the confidence and responsibilities 
you have placed with us. We take them seriously.

As we move through the political season  
and beyond we will likely encounter more ups 
and downs with both challenges and opportu-
nities. This is the way it has always been.  
If you would like to go over your portfolio or 
just talk, we are here.

The content of this material was provided to you by Lincoln Fi-
nancial Network for its representatives and their clients. Lincoln 
Financial Network is the marketing name for Lincoln Financial 
Advisors Corp. and Lincoln Financial Securities Corporation. 

Source of data: Morningstar, U.S. Department of Commerce, 
Wall Street Journal, St. Louis Federal Reserve, Bloomberg, The 
Federal Reserve. The performance of an unmanaged index is 
not indicative of the performance of any particular investment. It 
is not possible to invest directly in any index. Past performance 
is no guarantee of future results. This material represents an 
assessment of the market environment at a specific point 
in time and is not intended to be a forecast of future events, 
or a guarantee of future results. 3 year performance data is 
annualized. Bonds have fixed principal value and yield if held 
to maturity and the issuer does not enter into default. Bonds 
have inflation, credit, and interest rate risk. Treasury Inflation 
Protected Securities (TIPS) have principal values that grow with 
inflation if held to maturity. High-yield bonds (lower rated or junk 
bonds) experience higher volatility and increased credit risk 
when compared to other fixed-income investments. REITs are 
subject to real estate risks associated with operating and leasing 
properties. Additional risks include changes in economic condi-
tions, interest rates, property values, and supply and demand, 
as well as possible environmental liabilities, zoning issues and 
natural disasters. Stocks can have fluctuating principal and re-
turns based on changing market conditions. The prices of small 
company stocks generally are more volatile than those of large 
company stocks. International investing involves special risks 
not found in domestic investing, including political and social dif-
ferences and currency fluctuations due to economic decisions. 
Investing in emerging markets can be riskier than investing in 
well-established foreign markets. CRN-1468451-041116

DÉJÀ VU, ALL OVER AGAIN
% Return as of 03/31/2016

Equity Indexes 1st Q 1 Yr 3 Yr

S&P 500 1.3 1.8 11.8

Russell 2500 0.4 -7.3 8.2

MSCI EAFE -3.0 -8.3 2.2

Emerging Market 5.7 -12.0 -4.5

Wilshire REIT 5.2 4.8 11.1

Bond Indexes

TIPS 4.5 1.5 -0.7

Aggregate 3.0 2.0 2.5

Governments 3.1 2.4 2.1

Mortgages 2.0 2.4 2.7

Investment Corporate 4.0 0.9 3.0

Long Corporate 6.8 -1.3 4.3

Corporate High-Yield 3.4 -3.7 1.8

Municipals 1.7 4.0 3.6

Cash Equivalents

3-Month T-Bill 0.1 0.2 0.1

Consumer Price Index -0.2 1.0 0.7
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Ultimately, it may make sense 
to refinance if you’re certain 
that you’ll be able to recoup 

the cost of refinancing during 
the time you own the home.

By Patrick Walsh  
CFP®

Associate Planner

One of the most common 
questions we get from 
clients is in regards to 
their mortgage. “Should I 
have a mortgage in retire-

ment?” “Should I refinance?” “Shouldn’t I try 
and pay this thing off as fast as possible?”

While refinancing is almost exclusively a 
financial matter (will the long term savings make 
up for the upfront cost), the idea of paying off 
your mortgage, especially in retirement, is both a 
financial and emotional decision.

Pros: Reduce monthly expenses, largest debt 
paid off, peace of mind

Cons: A well-diversified portfolio should return 
roughly 7% annually over the long term. Histori-
cally, homes increase in value at a similar rate 
to population growth or inflation, which would 
be 2-3%. If you are drawing from your invest-
ment portfolio to pay off your mortgage, there is 
a potential that you are removing assets from an 
asset earning 7% long term, to put those dollars 
into an asset earning 2-3%. Nobody can put a 
price on peace of mind, but purely financially 
speaking, this may or may not be the best idea.

Although we do not offer mortgage services at 
Oxford, we are happy to review any documents 
you receive from your broker or bank to deter-
mine the pros/cons for your specific situation 
on a refinance or full payoff. The points below 
outline some details and considerations on mort-
gages, specifically as it relates to refinancing.

Why refinance your mortgage?
There are a variety of reasons why you may 
want to consider refinancing your mortgage, 
such as:

• Lowering your monthly mortgage payment 
by refinancing to a lower interest rate

• Shortening the length of your loan (e.g., from 
a 30-year to a 15-year) to potentially reduce 
interest charges over time

• Refinancing your adjustable rate mort-
gage (ARM) to a fixed rate mortgage 
or to a new ARM with better terms

When should you refinance?
It used to be said that you shouldn’t refinance 
unless interest rates were at least 2 percent 
lower than the interest rate on your current 
mortgage. However, even a 1 to 1.5 percent dif-
ferential may be worthwhile to some homeown-
ers. In addition to interest rates, you should also 
consider the length of time you plan to stay in 
your current home, the costs associated with 
getting a new loan, and the amount of equity you 
have in your home.

Ultimately, it may make sense to refinance if 
you’re certain that you’ll be able to recoup the 
cost of refinancing during the time you own the 
home. So, it’s important to do the math ahead of 
time and calculate your break-even point (the 
point at which you’ll begin to save money after 
paying fees for closing costs). Ideally you should 
be able to recover your refinancing costs within 
one year or less.

The costs associated with refinancing
While refinancing can often save you money 
over the life of your mortgage loan, this savings 
can come at a price. Typically you’ll need to pay 
an assortment of up-front fees, including points 
and closing costs. However, some lenders offer 
“no points, no closing costs” refinancing, which 
roll the costs into your overall loan balance or 
charge a higher interest rate. Typical closing 
costs include:

• Fees - Application fee, Appraisal fee, Credit 
report fee, Attorney/legal fees, Loan origina-
tion fee

• Other costs - Survey costs, Taxes, 
Title search, Title insurance

Are there any tax advantages  
with refinancing?
If you pay points when you refinance your 
mortgage, you may be able to deduct them. In 
order for points to be deductible, they must have 
been charged by your lender as up-front interest 
in return for a lower interest rate on your loan. If 
the points were charged for services provided by 
the lender in preparing or processing the loan, 
then the points are not deductible.

When deducting points, keep in mind that unlike 
points paid on a loan used to purchase a home, 
points paid on a refinanced loan usually cannot 
be deducted in the year that you paid them. In-
stead, the points may need to be amortized over 

the life of the loan. For example, assume that you 
refinanced to a $300,000/30-year mortgage loan 
and paid $6,000 in points. You would be able to 
deduct 1/30 of those points each year over the 
30-year loan period, or $200 per year.

The one exception to the amortization rule is 
if part of your refinanced loan is used to make 
improvements to your primary residence. In that 
case, you may be able to deduct the portion of 
the points that is allocable to the home improve-
ments in the year that the points are paid. In 
addition, if you choose to refinance again or sell 
your home in the future, you can generally claim 
the entire unamortized deduction that remains.

Any costs you may have incurred from refinanc-
ing, such as recording, title search, appraisal, 
and attorney’s fees, are not deductible. Further-
more, unlike costs associated with a home pur-
chase, costs associated with a refinance cannot 
be added into the cost basis (value) of your home 
for income tax purposes.

A word on refinancing and the Making Home 
Affordable Program
The Making Home Affordable Program (MHA) 
was created by the Obama administration in 
an effort to stabilize the U.S. housing market. 
The MHA offers a number of programs that 
are designed to meet the various needs of 
homeowners, including a program that enables 
homeowners to refinance their mortgages to a 
lower rate even if their home has decreased in 
value. For more information on the MHA, visit 
www.makinghomeaffordable.gov.

Portion of this article provided by Broadridge Investor Communi-
cation Solutions, Inc. Copyright © 2006-2016 Broadridge Investor 
Communication Solutions, Inc. All rights reserved.

THE MORTGAGE QUESTION
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By Kim Stark 
Family Wealth Advisor

What do you think of 
when you think of spring?

I asked a number of 
people to say three things 
that came to mind when 

they were asked this question. Some of the 
answers included backyard barbecues, hiking, 
flowers, warm weather, spring house cleaning, 
vacation, swimming, boating, golfing, and the 
list went on. So what did I think of? 

To me, Spring is a time of change. It is a time of 
renewal. It’s a time to enjoy outdoor activities 
and be able to breath in fresh air.  Spring is the 
perfect time to think about all of the “Power of 
5” senses (couldn’t resist), sight, hearing, smell, 
taste, touch and how we can embrace this 
season of change.

Look what I see – The grass is getting greener, 
the trees are filling with leaves and the sky is 
blue. Awe, the azaleas, red bud trees, magno-
lias, daffodils. Take time to watch some evening 
as the sun sets and how beautiful these 
formations look constantly changing with the 
lowering sun.

Shh – Listen. Listen to the birds! Listen to chil-
dren laughing! Ask how someone is doing and 

really listen to their answer. We live in such a 
hurried, over stimulated world it can be hard 
to teach your mind to slow down. Spring is a 
perfect time to stop and listen.

Our sense of smell is heightened in the spring 
with the blooming buds, plants and flowers. 
The calming effect from lavender is one of my 
favorites. Savor the smell of a meal cooked 
on the grill, fresh cut grass.  I love the smell of 
pool water. Enjoy the fresh scent after a rain 
shower, stop and smell the roses!

One of my favorites – Taste. Patiently awaiting 
the arrival of fresh fruits and vegetables, I can 
almost taste them! Biting into a fresh peach or 
ear of corn is worth the wait.  Andy and I (and 
whomever else we can talk into working for 
the fruits of their labor) build a huge garden 
every summer. There’s nothing like eating fruit 
and veggies right off the vine or warm from the 
ground. or what about a bite of cold ice cream 
“whenever.” Take the time to enjoy every bite 
of your next meal. Be grateful.

Touch – Is there anything better than walk-
ing barefoot on grass, sunny sandy beaches 
running through our hands, feeling soft, light 
cotton on our skin vs. heavy, scratchy wool.

I’d be remiss not to add one more sense to the 
line-up – your common one. What a great time 
to open the windows, feel the warm breeze as 

you clean up those financial files.  Presumably, 
your taxes have been filed. Make sure your 
financial and estate documents are in a place 
family knows to find them (you can refer back 
to 20 of my past articles on the subject) that we 
have a copy or your documents at Oxford. 

As the season changes so are changes in 
weather, activities, plans and priorities. Take 
the time to think about your life and what is im-
portant to you.  How many of those New Years 
resolutions we talked about in the last News-
letter have you kept? I promised to keep you 
updated on how I’m doing with my resolutions. 
Most I’ve doubled up on, some I’m finding a 
challenge to keep, but we’re not even half way 
done with the year yet. Embrace the change of 
seasons by taking the time to become aware of 
your senses. What does spring means to you? 
Have a wonderful one!

IT’S SPRING!

As the season changes so are 
changes in weather, activities, 
plans and priorities.  Take the 
time to think about your life 

and what is important to you.  


