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“To obtain great long-term 
outperformance, you must 

be willing to have short-
term underperformance 

periodically.”

 Bill Nygren, Portfolio Mananger
Oakmark and Oakmark Select 

Funds

PARALLELS TO THE LATE 1990s STOCK MARKET 
MANIA ARE BECOMING UNNERVING

By Doug Ramsey, CFA, CMT, Chief Investment Officer, 
The Leuthold Group, LLC

Professionals missed out on much of 
the late 1990s stock market run because 
conventional measures suggested over-
valuation at the beginning of the move 
(1995).  Stocks moved to unimaginable 
Price-To-Earnings (P/E) and yield levels 
by early 1997—and then doubled from 
there.  Skeptics learned the hard way 
that “valuation is not a timing tool,” and 
analysts turned to temporary concepts 
like the productivity revolution and the 
presumed Federal Reserve “put” (near 
zero interest rates) protecting the stock 
market.

Similarly, asset allocators failed to fully 

MEDIAN VALUATIONS AT ALL TIME HIGH
Hussman Says 4.0% Compound Return 

Since March 2000 Is A Gift

“The median Price/Earnings ratio for U.S. stocks is now at the most extreme 
level on record.  Investors may not realize it, but in our view, even the 4.0% aver-
age annual total return of the S&P 500 since March 2000 is a gift that has been 
achieved only by pushing valuations back to extreme levels today.”

“In short, the reason that actual market returns over the past decade have 
overshot the returns that one would have anticipated based on the valuations 
observed in 2004 is quite simply that valuations at the end of this particular 10-
year interval have reached nearly the highest level in history.  Although valua-
tions did normalize temporarily in 2009, the most reliable metrics currently place 
valuations between 90.0% to 140.0% above historical norms.”

Source:  This quote was excerpted from, “A Better Lesson Than ‘This Time Is 
Different’” by Jim Paulsen of Wells Capital via, Hussman Funds, (Weekly Market 
Comment, January 12, 2015), www.hussman.com.
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INDIVIDUAL BONDS-UGH!
By Louis P. Stanasolovich, CFP®, CCO, CEO and President of 
Legend Financial Advisors, Inc.® and EmergingWealth Investment 
Management, Inc. and Editor of The Global Investment PulseFor most individual investors, 

individual bonds do not make 
a whole lot of sense to own for 
many reasons.  While clients 

may transfer in individual bond positions, 
generally individual positions are never 
recommended due to the following points.  
We then attempt to sell them periodically 
or let them mature if they mature in a few 
years.

First, individual bonds are difficult to ob-
tain good pricing on both the bid and the 
asked sides of the trade.  Individuals are 
charged as much as 5.0% commission 

Individual Bonds, continued on page 4

LOAN RETURNS ARE 
SSSMMMOOOOOTTTTHHHHH

By James J. Holtzman, CFP®, CPA, 
Legend Financial Advisors, Inc.®  and 

EmergingWealth Investment Management, Inc.

As our readers may or may not know, bank loan 
mutual funds were the primary fixed income 
component of the Lower Volatility Portfolios for 
years until the Summer of 2007.  Specifically 
in July of 2007, the credit markets started to 
become unglued and bank loan mutual funds 
and their underlying components’ steady per-
formance suddenly became wild and woolly.  At 
that point in time, we removed them from our 
portfolios at Legend Financial Advisors, Inc.®.  
The July, 2007 shake-up was an early warning 

Bank Loan Mutual Funds, continued on page 6
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Louis P. Stanasolovich, CFP® is founder, CCO, CEO and President of Legend Financial Advisors, Inc.® 

(Legend) and EmergingWealth Investment Management, Inc.  Lou is one of only four advisors nationwide 
to be selected 12 consecutive times by Worth magazine as one of “The Top 100 Wealth Advisors” in the 
country.  Lou has also been selected 11 times by Medical Economics magazine as one of “The 150 Best 
Financial Advisors for Doctors in America”, twice as one of “The 100 Great Financial Planners in America” 
by Mutual Funds magazine, three times by Dental Practice Report as one of “The Best Financial Advisors 
for Dentists In America” and once by Barron’s as one of “The Top 100 Independent Financial Advisors”.  
Lou was selected by Financial Planning magazine as one of six individuals to receive the inaugural Influ-
encer Awards for 2010.  Lou was selected for the Wealth Creator award recognizing the advisor who has 
made the most significant contributions to best practices for portfolio management.  He has been named 
to Investment Advisor magazine’s “IA 25” list three times, ranking the 25 most influential people in and 
around the financial advisory profession as well as being named by Financial Planning magazine as one of 
the country’s “Movers & Shakers” recognizing the top individuals who have done the most to advance the 
financial advisory profession.

ABOUT 
LEGEND FINANCIAL ADVISORS, INC.® 

ABOUT 
EMERGINGWEALTH INVESTMENT MANAGEMENT, INC. 

Legend Financial Advisors, Inc.® (Legend) is 
a No Commission, Fee-Only U.S. Securities 
and Exchange Commission (SEC) registered 
investment advisory firm with its headquarters 
located in Pittsburgh, Pennsylvania.  Legend’s 
Personal Chief Financial Officers (Personal 
CFOs) provide a multitude of services, including 
Wealth Advisory Services, which incorporate 
Financial Planning and Investment Management 
strategies to affluent and wealthy individuals as 
well as business entities, medical practices and 

EmergingWealth Investment Management, 
Inc. (EmergingWealth), is the sister firm of 
Legend Financial Advisors, Inc.® (Legend) 
and is a No Commission, Fee-Only Securi-
ties and Exchange Commission (SEC) reg-
istered investment advisory firm.  Emergin-
gWealth provides Investment Management 

non-profit organizations.  Our Personal CFOs offer so much more than wealth managers, 
financial advisors, financial planners and/or investment managers.  We analyze each client’s 
financial strengths and weaknesses, then recommend creative solutions for improvement.  
Additionally, our Personal CFOs work closely with our client’s other professional advisors to 
achieve optimal results. 

WHY LEGEND IS DIFFERENT?

1. Legend is compensated exclusively by client fees, known as a Non-Commission, Fee-Only
firm.  Legend is unlike Fee-Based Advisors and brokerage firms who have numerous
conflicts of interest due to the fact that both types of firms receive commissions.

2. Members of Legend’s Financial Advisory Team have been selected by National Publica-
tions such as Worth, Medical Economics and Barron’s more than 50 times as “The Best
Financial Advisors In America”.

3. Legend and its advisors have chosen to be governed by the Fiduciary Standard of law,
differentiating itself from most other advisory and brokerage firms.  Fiduciaries are re-
quired to always work in their clients’ best interests.

4. Legend designs dynamic, creative and personalized financial planning and investment
solutions for its clients.

services to individuals as well as business entities, medical practices and non-profit orga-
nizations whose wealth is emerging.  All investment portfolios are sub-advised by Legend.  
Both Legend and EmergingWealth share a common advisory team, Investment Committee 
and Fee Schedule. 
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HOW LOW WILL THEY GO – THE RAMIFICATIONS OF LOWER OIL PRICES
By Diane M. Pearson, CFP®, PPCTM, CDFATM, Legend Financial Advisors, Inc.®  and EmergingWealth Investment Management, Inc.

Source: Baker Hughes, Wolfstreet.com via 361 Capital, 361 Capital Weekly Research Briefing,
February 16, 2015, www.361capital.com

REPRINTED WITH PERMISSION FROM 361 CAPITAL

As of: February 16, 2015
COPYRIGHT 2015 361 CAPITAL

RIGS DRILLING FOR OIL IN THE UNITED STATES
1988-2015
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Every consumer loves lower gas prices.   
The average price of a gallon of gas in 
the United States fell below $3.00 until 
recently, according to AAA’s Daily Fuel 
Gauge Report.  These are savings that 
can be put toward one’s retirement, the 
children’s education and other investing 
needs as well as increase everyone’s, 
especially lower income consumers’, 
standard of living.  Lower gas and oil 
prices help consumers and companies 
in certain industries, such as airlines, but 
cause problems in other industries, such 
as oil producers, trucking firms, railroads, 
retailers and even entire nations, in some 
cases .  

Since June, crude oil has decreased in 
price by about 45.0%.  Prices have not 
been this low since 2011.   The reasons 
include: geopolitics, the slowing of real 
Gross Domestic Product (GDP) growth 
across the globe, a huge oil surplus here 
in the U.S. due to fracking, competition 
from natural gas in addition to a strong 
U.S. Dollar are quoted and paid for in U.S. 
Dollars.  A rising U.S. Dollar has a declin-
ing effect on oil prices.

A big user of oil is the U.S. military.  They 
use more oil than any other entity world-
wide.  How much?  The U.S. military 
consumes over 100 million barrels per 
year to fuel ships, aircraft, land transporta-
tion and other vehicles.  However, as the 
U.S. military gets smaller, they obviously 
use less.

Due to the success of fracking, the U.S.’s 
oil production level is at a 25-year high.  
The question now though is, “What would 
the rate of depletion be if fracking were no 
longer profitable at $70.00 or $60.00 per 
barrel and production had to be halted?”  
(In fact, it’s already shutting down to some 

degree—over one-third of all active drilling 
rigs in the United States have shut down.)  
That’s a tough question to answer be-
cause it’s not clear how many companies 
would be affected and to what extent.  
However, if reserves would begin to 
shrink, we will probably go back to relying 
on foreign oil.

With crude currently priced at under 
$65.00 per barrel and previously sinking 
into the $40.00 range, many companies, 
especially fracking companies, feel the 
pinch.  Each company has its own chal-
lenges, one of the most significant being 
the geology of the region they are drilling 
in.  In short, the harder it is to get crude oil 
out of the ground, the more costly it is.

Some energy analysts believe that ap-
proximately a third of all U.S. shale oil 
producers operate in the red when the 
price per barrel falls below $80.00.  At 
$70.00 a barrel, fracking companies will 
need to make drastic changes including 
shut downs, production cuts and layoffs.  
According to energy research firm Wood 
Mackenzie:

“If West Texas Intermediate (WTI) prices 
were below $70.00 per barrel for most of 
2015, we predict that around 0.6 mil-
lion barrels per day (b/d) of U.S. tight oil 
supply growth would be under serious 
threat by the end of the year—a figure 
which would continue to increase with low 
prices.”

And if crude were to fall to $60.00 per bar-
rel?  An estimated 80.0% of U.S. com-
panies that extract tight oil, or shale oil, 
through fracking would be shut down and 
all new supply would diminish quickly due 
to the rapid decline rate.

Pulse Comment:  Due to numerous 
oversupply issues, some industry experts 
believe oil prices could fall to the $20.00 
range before recovering.

Oil producers must also contend with the 
challenge of decreased production.  For 
example, when a well is first drilled, it 
might begin producing 1,200 barrels a day 
but, throughout the first year or produc-
tion, it would gradually decline between 
5.0% and 20.0%.  By the end of the first 
year, the site typically would produce 
approximately 100 barrels a day.  Oil 
producers are often able to recoup explo-
ration and production costs in that time-
frame.  Then it’s necessary to move on 
to the next drill site to expand production, 
but they won’t due to prices being too low.

Unconventional extraction methods ac-
celerate the decline rate.  If Frackers were 
forced to halt production now, U.S. oil and 
natural gas reserves would dwindle even 
more rapidly.

The bottom line, don’t invest in energy 
plays yet.  In all likelihood prices will 
continue to fall.  The best profits are made 
from investing out of the ashes.

Source:  Facts and quotes used in this ar-
ticle were excerpted from “Everyone Loves 
A Discount—But Where’s the Support for 
Oil Prices?”, by Frank Holmes, CEO and 
Chief Investment Officer, U.S. Global Inves-
tors, (Advisor Alert, November 10, 2014), 
www.usfunds.com.

COPYRIGHT 2014 U.S. GLOBAL 
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on both sides of the trade.  However, this 
is buried into the bid and asked prices of 
the trade.  PIMCO suggests that any trade 
needs to be at least $1,000,000.00 to 
obtain good pricing (They first made this 
statement about ten years ago.).  There-
fore, for most investors and advisors due 
to size constraints it is difficult to obtain 
any type of bond at reasonable costs other 
than Treasury securities. 

Second, it is especially difficult to obtain 
reasonably priced bids on bonds other 
than Treasuries when you go to sell them.  
Usually, in the menagerie of municipal 
bond market types, the bid price is often 
15.0% or more below the stated price that 
is listed at the custodian, if there is a price 
listed at all.  Given the small sizes of most 
bonds being issued and the complexities 
of each issue, this often results in liquid-
ity problems.  The same reality applies to 
corporate bonds.  Also, it may take several 
days, weeks, or even months to find buy-
ers, especially those willing to purchase 
less than $1,000,000.00 amounts.

Third, buying individual bond issues real-
istically does not allow individual investors 
and/or advisory firms to purchase fixed 
income investments such as high yield/
junk bonds, both variable rate and fixed 
rate agency and non-agency mortgages, 
bank loans, foreign developed market 
bonds in their home currency or have the 
ability to hedge them into the U.S. Dol-
lar, emerging market bonds in either U.S. 
Dollar-based currency and/or local market 
currencies.  Most investors and/or advi-
sors simply don’t have the expertise or 
dozens of bond research staff members, 
nor the traders that major bond manage-
ment firms like PIMCO, Blackrock, Loomis 
Sayles, Vanguard, Fidelity, T. Rowe Price, 
DoubleLine, Metropolitan West, Eaton 

Vance, Franklin Templeton, Guggenheim, 
Invesco and J.P. Morgan to name a few, 
have.  

Fourth, if an investor or advisor really 
wanted to trade individual bonds, they 
would need to employ their own bond 
trader, since this is such a specialty (Good 
bond traders typically have access to doz-
ens of potential bond buyers in order to 
trade individual bonds on a regular basis.  
Oftentimes, bond traders specialize in cer-
tain types of bonds as well.).  Moreover, 
most firms just like the big boys probably 
need two or three bond traders to ensure 
continuity in a firm’s bond trading staffing.  
In order to justify this cost, almost any firm 
would probably need to trade at least a 
few hundred million dollars in bonds annu-
ally, but probably more like billions.  Just 
another point, very few small mutual fund 
groups have an outstanding bond fund 
offerings these days.  Bond investing has 
become a large scale investing strategy 
due to the complexity, quantity, variety of 
bond issues and, in some cases, the cur-
rency in which they are issued.  

Fifth, open-end mutual funds (notice I did 
not say Exchange-Traded Funds and/
or Notes—we’ll talk about them below) 
offer the ability to access all of these fixed 
income type investments for as little as 
$1,000.00.  In addition, when selling, the 
investor/advisor can sell their bond fund 
in a matter of hours.  In other words, they 
can “put” the fixed income investments 
back to the mutual fund and make the li-
quidity problem the mutual fund’s.  There-
fore, it’s no longer the investor’s/advisor’s 
problem anymore.  The mutual fund’s role 
is to provide liquidity to the underlying 
investor.  Given, the underlying investor’s 
ability to relieve themselves of liquidity is-
sues, it is well worth the small fee that the 

open-end mutual fund fees (assuming the 
investor or advisor is buying institutional 
share classes).  

Sixth, the reason Exchange-Traded Funds 
and/or Notes leave a lot to be desired is 
because many of the liquidity issues of the 
underlying holdings are still the owner’s 
because these vehicles’ liquidity is based 
on the underlying securities.  Further-
more, ETF portfolios are, for the most 
part, stagnant.  In other words, there isn’t 
a lot of turnover, shortening or lengthen-
ing of duration, buying higher quality 
or lower quality issues, etc.  Therefore, 
the underlying investor or advisor would 
have to trade ETF securities in order to 
protect themselves or take advantage of 
investment opportunities—something that 
open-end mutual fund managers do for 
them.  ETN portfolios are composed of a 
single note.  

To provide merit to the comments above, 
the reader can look up the following ar-
ticles on the internet.

The Bond Conundrum: A Plethora of Is-
sues, But Little Liquidity (This is a broad 
overview of the problem.)

Oil Market Tremors Rattle High-Yield 
Bonds

5 Takeaways from 2014 Investing in 
Bonds

Oil and Volatility Push Bond Spreads 
Higher

COPYRIGHT 2015 LEGEND FINANCIAL 
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exploit bonds’ tremendous secular bull 
market (Interest rates peaked in 1981.  
They have been falling ever since down 
to unfathomable levels.) on the belief 
that bonds had long since become over-
valued.  Yields dropped to unimaginably 
low levels—and then were cut in half from 
there.  Overvaluation has persisted for so 
long that investors now seem immunized 
to it, much like they were during the stock 
mania’s last gasps.  Bond market “expect-
ed returns” are no longer discussed (nor 

probably even calculated), and analysts 
have turned to temporary concepts like 
the Quantitative Easing (QE) “bid” protect-
ing he government bond market.

Based on the stock bubble analogy, it’s 
probably mid-to-late 1999 for today’s bond 
market bubble.

Source: This article was excerpted from 
“Millions of Citizens Become ‘One Percent-
ers…’?” By Doug Ramsey, CFA, CMT, Chief 

Investment Officer, The Leuthold Group, 
LLC (Perception Express, February 6, 
2015), http://leuth.us/stock-market.

COPYRIGHT 2015 THE LEUTHOLD GROUP, 
LLC

REPRINTED WITH PERMISSION OF THE 
LEUTHOLD GROUP, LLC
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“Do You Want A Second
Opinion?”

To see if your investment portfolio is built
to navigate the pitfalls and opportunities ahead,

call us today for a “Free Second Opinion”
at (412) 635-9210.

www.legend-financial.com
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sign about the stability of the credit mar-
kets over the next couple of years.  These 
unexciting. steady, plodding investments 
suddenly became a leading indicator of 
things to come.

However, these funds with the exception 
of the 2007 to 2009 financial crisis have 
been steady performers – in fact almost 
boring.  Even during the 2001 - 2002 
recession, while these funds, for the most 
part, had slight losses, performance was 
not volatile.

Also, for the time being, it appears that 
the credit markets in the U.S. have 
steadied [although we continue to watch 
Greece, the other PIIGS (Portugal, Ire-
land, Italy and Spain) countries, as well 
as some of the other countries with debt 
problems such as Japan, Russia, etc., as 
well as the Euro countries].  Given that 
U.S. interest rates at some point may rise 
in 2015, we also believe it may be time 
to trade a little credit risk for these stable 
non-interest rate sensitive type vehicles.  

In the immediate future, bank loan funds 
should perform well.  Steady returns and 
safety and principal will be the name of 
the game.

Senior floating rate bank loans are rela-
tively short-term loans typically made to 
companies that have below-investment-
grade credit ratings.  The loans’ interest 
rates generally reset every 30 to 90 days, 
based on changes to an interest rate 
benchmark such as the London Interbank 
Offered Rate (LIBOR)—the rate at which 
banks loan each other money in the 
London wholesale money market.  This 
resetting feature will usually help protect 
investors from the risk of rising interest 
rates.  In addition, investors, as holders 
of such loans, have a higher priority claim 
(“seniority”) on a borrower’s cash flows 
or assets than holders of conventional 
bonds.  This means that if a company de-
faults on its loan obligations, and declares 
bankruptcy, these investors are higher 
on the list of creditors to be paid back.  
Hence, these are called senior loans.  Fi-
nally, such bank loans are usually backed 
by collateral such as real estate, manu-
facturing plants, equipment, etc., which 
can help lenders recover up to all of their 

loans’ value in the event of a default.  

Since senior floating rate bank loans are 
typically made to companies whose credit 
rating is below investment-grade and car-
ry relatively high credit risk, investors are 
paid a premium over the interest rate, or 
“yield” they would receive if they invested 
in higher rated bonds.  This additional 
yield is provided to compensate investors 
for assuming a higher risk of default.

For a fixed-rate instrument like a con-
ventional bond, the coupon rate does 
not change during the life of the bond, 
so a rise in prevailing interest rates can 
lower the value of the bond.  For floating 
rate loans, the coupon rate is not fixed; it 
floats, as mentioned earlier,.  Therefore, 
if the benchmark interest rate rises, the 
yield of a floating rate loan will reset ac-
cordingly, helping to preserve the value of 
the investment and allowing investors to 
benefit from higher interest rates.  Since 
the market price of a loan plays a muted 
role in floating rate instruments, they tend 
to be less volatile on a day-to-day basis.  
Additionally, since interest rates have his-
torically tended to rise in periods of rising 
inflation, investing in loans that are tied to 
benchmark interest rates may help offset 
the effects of inflation.

While all investments carry some degree 
of risk, senior floating rate bank loans 
involve specific risks, (explained below), 
and investors should understand how 
these loans work.

Credit risk is the risk that the borrower will 
default on its obligation to pay interest and 
repay principal.  If a borrower defaults, a 
lender may lose money.  If the borrower 
has posted collateral, loan issuers can 
seize and liquidate the collateral to recoup 
their investments.  It is important to note 
that such collateral may be insufficient to 
pay the lender back completely, or could 
prove difficult to liquidate.  Additionally, 
the courts may, in some cases, prevent 
liquidation of assets to satisfy debt obliga-
tions.

Another key difference between traditional 
bonds and senior floating rate bank loans 
is that when interest rates fall, prices of 
already-issued fixed rate debt securities 

(like bonds) generally rise, and vice versa.  
Due to the fact that interest rates on bank 
loans fluctuate, interest rate risk is not 
really of concern to bank loan investors.  If 
interest rates fall (or rise), yields on bank 
loans will also fall (or rise), and there will 
typically be a more modest change or no 
change in the price of the loans.  Senior 
floating rate loans’ interest rates may 
not correlate to prevailing interest rates 
between the loans’ adjustment periods.  
That may cause the value of the loans to 
decline in the short run until the coupons 
adjust.

Though bank loans are not subject to the 
same interest rate risks as conventional 
bonds, the prices of loans may fluctuate 
due to “spread” risk.  Spreads, which are 
determined by the market, are the ad-
ditional interest rate premiums investors 
receive (versus a risk-free rate such as 
U.S. Treasuries) as compensation for as-
suming credit risk.  If spreads change, the 
price of the loan will also change and the 
investor’s return will reflect current market 
rates.  

Senior floating rate bank loans, of course, 
are not insured by the Federal Deposit In-
surance Corporation (FDIC), or any other 
entity.  Consequently, their value will 
fluctuate over time, and investors could 
lose principal.

In an environment of rising rates and 
inflation, owning senior floating rate bank 
loans may help protect investors’ purchas-
ing power (since such loans pay more 
income as rates rise), while seeking to 
maintain stable prices.  

While interest rates may rise for these 
types of loans, they may increase to a 
point probably over 10.0% where some 
companies will begin defaulting on the 
loans.  In short, interest rates that are too 
high on these loans may be dangerous to 
investors’ capital.

COPYRIGHT 2015 LEGEND FINANCIAL 
ADVISORS, INC.®
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BLACK TUESDAY OCTOBER 29, 1929
By Louis P. Stanasolovich, CFP®, CCO, CEO and President of Legend Financial Advisors, Inc.® 

and EmergingWealth Investment Management, Inc. and Editor of The Global Investment Pulse

The famous “Black Tuesday” from the 1929 Stock 
Market Crash took place over 85 years ago.  This 
period is also called The Stock Market Crash of 
1929.  Many individuals believe this was the start of 
the “Great Depression,” and is generally viewed as 
lasting for ten years.  Although October 29, 1929 (The 
Dow Jones Industrial Average dropped 12.0% that 
day.) was not the very beginning of the crash of 1929, 
it actually began on September 18, 1929.  This was 
also not the biggest loss day of the period.  In fact, 
the day before, Monday, October 28, 1929, actu-
ally had a loss of 13.0% as represented by the Dow 

Jones Industrial Average.  By the end of the crash, 
which did not end until July 8, 1932, losses totaled 
86.0%.  The reason the October 29 date is so famous 
is that the 16.4 million shares that were traded on the 
New York Stock Exchange that day set a record that 
was not exceeded until 1968.

COPYRIGHT 2015 LEGEND FINANCIAL ADVISORS, 
INC.®

REPRINTED WITH PERMISSION OF LEGEND 
FINANCIAL ADVISORS, INC. ®
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THE LINE BETWEEN RATIONAL SPECULATION AND MARKET COLLAPSE
By John P. Hussman, Ph.D., The Hussman Funds

The Shiller Price-To-Earning (P/E) (S&P 
500 divided by the 10-year average of 
inflation-adjusted earnings) is now 27, ver-
sus a long-term historical norm of 15 prior 
to the late-1990’s bubble.  Importantly, the 
profit margin embedded into the Shiller 
P/E is currently 6.7% versus a historical 
norm of just 5.4%.  The implied margin 
is simply the denominator of the Shiller 
P/E divided by current S&P 500 revenues 
(the ratio of trailing 12-month earnings to 
revenues is even higher at 8.9%).  Tak-
ing this embedded margin into account 
significantly improves the usefulness and 
correlation of the Shiller P/E in explain-
ing actual subsequent market returns.  
With this adjustment, the margin-adjusted 
Shiller P/E is now nearly 34, easily more 
than double its historical norm.  

This fact is important, because the Shiller 
P/E averaged 40 during the first nine 
months of 2000 as the tech bubble was 
peaking.  But that Shiller P/E was associ-
ated with an embedded profit margin of 
only 5.0%. Adjusting for that embedded 
margin brings the margin-adjusted Shiller 
P/E at the 2000 peak to 37. 

Quite simply, stocks are a claim not on 
one or two years of earnings, but on a 
very long-term stream of cash flows that 
will actually be delivered into the hands of 
investors over time.  For the S&P 500, that 
stream has an effective duration of about 
50 years.  At normal valuations, stocks 
have a duration of about half that because 
a larger proportion of the cash flows is 
delivered up-front. 

The point is that our concerns about valu-
ation aren’t based on what profit margins 
might do over the next several years.  To 
take earnings-based valuation measures 
at face-value here is essentially a state-
ment that current record-high profit mar-

gins, despite being highly cyclical across 
history, will remain at a permanently high 
plateau for the next five decades.  That’s 
the only way that one can use current 
earnings as representative of the long-
term stream of cash flows that stocks will 
deliver over time.  In order to use a simple 
P/E multiple to value stocks, this repre-
sentativeness assumption is an absolute 
requirement. 

On other measures that have an even 
stronger historical correlation with actual 
subsequent market returns than either the 
Shiller P/E or the S&P 500 price/operating 
earnings ratio, the ratio of stock market 
capitalization to Gross Domestic Product 
(GDP) is now about 1.33, compared to a 
pre-bubble norm of 0.55.  The S&P 500 
price/revenue multiple is now about 1.80, 
versus a historical norm of 0.80.  On the 
measures we find most reliably associated 
with actual subsequent 10-year market re-
turns (with a correlation of about 90.0%), 
the S&P 500 is not just double, but about 
120.0-140.0% above historical norms.  On 
a broader set of reliable but more varied 
measures, the elevation averages about 
116.0%. 

Current equity valuations provide no 
margin of safety for long-term investors.  
One might as well be investing on a dare. 
It may seem preposterous to suggest that 
equities are literally more than double the 
level that would provide a historically ad-
equate long-term return, but the same was 
true in 2000, which is why the S&P 500 
experienced negative total returns over 
the following decade, even by 2010 after 
it had rebounded nearly 80.0% from the 
2009 lows.  Compared with 2000 when we 
estimated negative 10-year total returns 
for the S&P 500 even on the most opti-
mistic assumptions, we presently estimate 
S&P 500 10-year nominal total returns 

averaging about 1.3% annually over the 
coming decade.  Low interest rates don’t 
change this expectation – they just make 
the outlook for a standard investment 
mix even more dismal – and the case for 
alternative investments stronger than at 
any point since 2000.  I’ll repeat that if 
one associates historically “normal” equity 
returns with Treasury bill yields of about 
4.0%, the promise to hold short-term inter-
est rates at zero for 3-4 years only “justi-
fies” equity valuations 12.0-16.0% above 
historical norms.  Again, at more than 
double those historical norms, current eq-
uity valuations provide no margin of safety 
for long-term investors.

To put some full-cycle perspective around 
present valuations, understand that 1929 
and 2000 are the only historical referenc-
es to similar extremes.  Moreover, aside 
from the 2000-2002 bear market (which 
ended at fairly elevated valuations but 
still allowed us to shift to a constructive 
outlook in early 2003), no bear market in 
history – including 2009 – ended with pro-
spective 10-year returns less than 8.0%.  
This was true even in historical periods 
when short and long-term interest rates 
were similar to current levels.  Currently, 
such an improvement in prospective eq-
uity returns would require a move to about 
1200 on the S&P 500, roughly a 40.0% 
decline from the present. 

Source:  This article was excerpted from, 
“The Line Between Rational Speculation 
And Market Collapse” by John P. Hussman, 
Ph.D., Hussman Funds, (Weekly Market 
Comment, December 29, 2014), www.
hussman.com.

COPYRIGHT 2014 HUSSMAN FUNDS

REPRINTED WITH PERMISSION OF 
HUSSMAN FUNDS
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Note: During Secular Bear markets U.S. Stocks have historically returned a little more than inflation or a little less than
inflation—plus or minus 1.50%—and generally last between 15 to 25 years. The last Secular Bear market (1966 to 1982)
lasted 17 years and underperformed inflation by approximately one-half of one percent per year. The other Secular
Bear markets since 1900 were 1901 to 1920 and 1929 to 1949. In both cases, the U.S. Stock market outperformed
inflation by approximately 1.50% per year. All of the aforementioned performance numbers are pre-tax.

The performance of the U.S. Stock market so far in the current period (April 1, 2000 to the present) certainly appears to
indicate that we are in a Secular Bear market. Long-term returns (over the next 10 years) for the S&P 500 will probably
be slightly worse than the last 14 years and 10 months. Current 10 year normalized P/Es (long-term valuations)
indicate approximate annual compound returns of slightly less than 1.30% over the next 10 years. Of course during
the next 10 years, returns during various periods will be significantly higher and lower than the expected return. For
example, the more the stock market rises in the near term, the less returns after that period will be and vice versa.

SECULAR BEAR MARKET WATCH (CONTINUED)
April 1, 2000 to January 31, 2015

(14 years and 10 months)

COPYRIGHT 2015 LEGEND FINANCIAL ADVISORS, INC. ®

REPRINTED WITH PERMISSION OF LEGEND FINANCIAL ADVISORS, INC. ®

As of: January 31, 2015
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CANARY IN THE COAL MINE?
By Doug Ramsey, CFA, CMT, Chief Investment Officer, The Leuthold Group, LLC

Source: The Leuthold Group, LLC, Perception Express, February 6, 2015, http://leuth.us/stock-market
REPRINTED WITH PERMISSION FROM THE LEUTHOLD GROUP, LLC

As of: February 6, 2015
COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC

THE S&P 500 WILTING?
The S&P 500 made a cycle high (a high in the 
current bull market) on December 29th, and in 
early February mounted another assault on that 
level.  Ignoring valuations, the economy, Europe, 
etc., the most bullish observations we can make 
about the stock market are: (1) its peak is still 
recent; and (2) the S&P 500 had significant com-
pany at that peak—including the Transportation 
stocks, Utilities, Russell 2000, S&P 500 Finan-
cials, and even the New York Stock Exchange 
(NYSE) Daily Advance/Decline (The number of 
stocks that advance versus decline.).  All in all, 
this action is broad enough that a final (stock 
market) top shouldn’t be imminent.

In a cyclical bull market (a shorter-term bull mar-
ket that generally lasts one to five years) as long 
and strong as the current one, it’s certainly possi-
ble the topping process (the stock market rounds 
out before a decline begins) will be proportion-
ally lengthy and deceptive.  No, proportionality 
doesn’t imply six years of gains are followed by a 
six-year top-forming process.  But the entire pro-
cess could certainly last a year or more (it took 
almost two years in the late 1990s).

There’s been a case made that last summer 
represented an “internal” market peak of some 
sort.  The July 3rd peak in the NYSE Com-
posite still stands, for example, and the NYSE 
Weekly Advance/Decline remains below the high 
reached in late August.  Additionally, high yield 
credit—which also soured in mid-2007—declined 
even before those NYSE measures began to wilt.  
Junk spreads (high-yield bond interest rates over 
U.S. Treasury interest rates) by more than 200 
basis points in last year’s second Half (See “The 
S&P 500 Wilting?” chart to the top right), and 
remain badly out of sync with the stock market 
(High Yield/Junk performance often follows the 
equity markets.).

A more recent concern is January’s air pocket 
in bank and brokerage stocks (See “Air Pock-
ets” chart to the bottom right); both groups were 
down more than 11.0% from their year-end 
peaks before an early February bounce.  In most 
environments, we might ignore swings in high-
beta names like the banks and brokers.  This 
time though, the mine has already killed a canary 
(junk bonds).

Source: This article was excerpted from “Canary 
In The Coal Mine?” By Doug Ramsey, CFA, CMT, 
Chief Investment Officer, The Leuthold Group, LLC 
(Perception Express, February 6, 2015), http://
leuth.us/stock-market.

COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC

REPRINTED WITH PERMISSION OF THE 
LEUTHOLD GROUP, LLC

Source: The Leuthold Group, LLC, Perception Express, February 6, 2015, http://leuth.us/stock-market
REPRINTED WITH PERMISSION FROM THE LEUTHOLD GROUP, LLC

As of: February 6, 2015
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DEFENDING AGAINST RISING INTEREST RATES

NOT ALL INCOME SECTORS HAVE DECLINED DURING RISING-RATE ENVIRONMENTS

Beginning
Date

Ending
Date

U.S. Treasury
10-Yr. Yield
Increase (%)

Barclays U.S.
Aggregate Bond

Index (%)

Credit Suisse
Leveraged Loan

Index (%)

Barclays U.S.
Corporate High Yield

Bond Index (%)

J.P. Morgan
EMBI Global
Index (%)

9/30/93 11/30/94 2.53 -3.03 11.34 1.96 N/A

12/31/95 8/31/96 1.37 -1.11 5.42 5.06 19.46

9/30/98 1/31/00 2.24 -0.61 4.92 3.07 26.15

10/31/01 3/31/02 1.17 -1.91 3.99 4.96 5.68

5/31/03 8/31/03 1.10 -2.91 2.32 2.91 -1.20

8/31/05 6/30/06 1.12 -1.16 5.11 2.81 2.89

12/31/08 12/31/09 1.63 5.93 44.87 58.21 28.18

8/31/10 3/31/11 1.00 -0.77 7.40 10.46 0.81

4/30/13 12/31/13 1.36 -2.89 2.92 2.57 -7.01

Source: Morningstar, Inc. via Federated Investors

Rising-Rate Environments

Copyright 2015

BARCLAYS U.S. HIGH YIELD BOND MINUS TREASURY BOND YIELD

High Yield Bonds Continue Moving Downward Thereby Increasing Their Yield
20

1987 1990 1993 1996 1999 2002 2005 2008 2011 2014

15

10

5

Source: The Leuthold Group, LLC, Perception Express, February 6, 2015, http://leuth.us/bond-market
REPRINTED WITH PERMISSION FROM THE LEUTHOLD GROUP, LLC

As of: February 6, 2015
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Source: 361 Capital, 361 Capital Weekly Research Briefing, January 26, 2015, www.361capital.com
REPRINTED WITH PERMISSION FROM 361 CAPITAL

As of: January 26, 2015
COPYRIGHT 2015 361 CAPITAL

HIGH-YIELD BONDS REMAIN EXCELLENT SUBSTITUTES FOR EQUITIES
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U.S. Inflation

5-Year Treasury

LB Agg. Bond Index

Investment Grade

10-Year Treasury

High-Yield Bonds
S&P 500

Wilshire 5000 Russell 2000

FTSE 100

Gold
CAC

DAX

Return

Standard
Deviation

Source: Barclays, Bloomberg, AB via 361 Capital, 361 Capital Weekly Research Briefing,
February 16, 2015, www.361capital.com

REPRINTED WITH PERMISSION FROM 361 CAPITAL

As of: February 16, 2015
COPYRIGHT 2015 361 CAPITAL

HIGH YIELD IS NOT JUNK WHEN
LOOKED AT ON A RISK ADJUSTED RETURN BASIS

High Yield: Equity-Like Returns, But Less Volatility
Historical Performance, July 1983 to December 2014

9.25%

11.00%

8.49%

15.05%

Barclays U.S. Corporate High Yield (Total Return, U.S. Dollar) S&P 500 (Total Return, U.S. Dollar)
Through December 31, 2014
U.S. high yield is represented by Barclays U.S. Corporate High Yield 2.0% Issuer Capped Bond

Annualized Returns Volatility
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THE G-7 COUNTRIES’ BOND YIELDS REACH 1.0%
By Doug Ramsey, CFA, CMT, Chief Investment Officer, The Leuthold Group, LLC

Source: The Leuthold Group, LLC, Perception Express, February 6, 2015, http://leuth.us/stock-market
REPRINTED WITH PERMISSION FROM THE LEUTHOLD GROUP, LLC

As of: February 6, 2015
COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC

G7 JOINS THE 10-YEAR 1.0% CLUB

While the collapse of Swiss government bond yields 
into negative territory was January’s bond market 
stunner, the “G7” countries (Canada, France, Germa-
ny, Great Britain, Italy, Japan and the United States) 
composite ten-year government bond yield reached its 
own milestone when it closed the month below 1.0% 
for the first time in post-World War II history (See “G7 
Joins The 10-Year 1.0% Club” chart to the top right.).  
Admittedly, bond market action globally has become 
so anomalous that this feat seems unremarkable.  It 
was only 28 months ago that the G7 yield fell below 
2.0% for the first time ever, and only six years ago—at 
the peak of the financial crisis in December 2008—that 
the yield first traded below 3.0%.

Since 1998, when the monthly G7 ten-year bond yield 
breached a new “handle” (i.e., 4.0%, 3.0%), the event 
has invariably been associated with some watershed 
central bank initiative (See “Another “Round Number” 
Rescue” chart to the bottom right).

Yield Drops Below 4.0% In September 1998:

The Federal Reserve (Fed) orchestration of a private 
bailout for Long-Term Capital Management, at one 
point calling the modern-day J.P. Morgan (Warren 
Buffett).

Yield Drops Below 3.0% In December 2008:

The Fed launched Quantitative Easing (QE) for the 
first time.

Yield Drops Below 2.0% In September 2012:

The Fed launched QE3, with initial bond purchases 
of $40 billion per month.  The G7 average ten-yield 
yield briefly rallied above 2.0%, before another decline 
below 2.0% in December, 2012 triggered an increase 
in monthly Fed bond purchases to $85 billion.

Yield Drops Below 1.0% In January 2015:

The European Central Bank launched initial QE 
program, 2 ½ years after promised by Mario Draghi.  
(Mario Draghi is an Italian economist, manager and 
banker who succeeded Jean-Claude Trichet as the 
President of the European Central Bank on Novem-
ber 1st, 2011.  He was previously the governor of 
the Bank of Italy from December 2005 until October 
2011.)

Source: This article was excerpted from “Millions 
of Citizens Become ‘One Percenters…’?” By Doug 
Ramsey, CFA, CMT, Chief Investment Officer, The 
Leuthold Group, LLC (Perception Express, February 6, 
2015), http://leuth.us/stock-market.

COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC

REPRINTED WITH PERMISSION OF THE LEUTHOLD 
GROUP, LLC

Source: The Leuthold Group, LLC, Perception Express, February 6, 2015, http://leuth.us/stock-market
REPRINTED WITH PERMISSION FROM THE LEUTHOLD GROUP, LLC

As of: February 6, 2015
COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC

ANOTHER “ROUND NUMBER” RESCUE
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GROUNDHOG DAY 2015
We often marvel at the absurdity of 
foreign festivals and rituals we see on 
the news or read about on the Web.  
“That’s crazy!  How can people get into 
something like that?”  “How about cel-
ebrating a giant rodent that predicts the 
weather?”  Yes, preposterous events 
are alive and well in the United States.  
For more than 125 years, Punxsutaw-
ney Phil has been interpreting the 
second half of winter for enthusiastic 
followers.  This year our furry friend 
saw his shadow—meaning six more 
weeks of winter.  It got us thinking…the 
groundhog must look for more than just 
his shadow.  How might this prognos-
ticator interpret other elements in his 
field of vision?

Sees a couple picking out paint sam-
ples = six more weeks of marital strife.

Sees a bearded man in flannel shirts, 
tight jeans and thick rimmed glasses = 
six more years of fixed-geared bicycles 
and man purses.

Sees an IRS auditor = six more weeks 
of righteous indignation.

Sees Bill Belicheck with his hood down 
= an early spring!

Source: The Leuthold Group, LLC (Per-
ception Express, February 6, 2015), 
http://leuth.us/at-random

COPYRIGHT 2015 THE LEUTHOLD 
GROUP, LLC

REPRINTED WITH PERMISSION OF THE 
LEUTHOLD GROUP, LLC
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FOUR FLORIDA OLD-TIMERS
Four Florida old-timers were playing their weekly game of golf, and one remarked 
how nice it would be to wake up on Valentine’s Day, roll out of bed and without 
an argument, go directly to the golf course, meet his buddies and play a round.

His buddies all chimed in and said, “Let’s do it!  We’ll make it a priority, figure out 
a way and meet here early on Valentine’s Day.”

Months letter, that special day arrives and all four have made it to the golf course.

The first guy says, “Boy, this game cost me a fortune!  I bought my wife such a 
big diamond ring, she can’t take her eyes off it.

The second guy says, “My wife is at home planning the cruise I gave her.  She’s 
up to her eyeballs in brochures.”

The third guy says, “Well, my wife is at home admiring her new car, reading the 
manual.”

The last guy in the group stared at them like they had all lost their minds.  He 
said, “I can’t believe you went to such expense for this golf game.  I woke up, 
turned to my wife and said, ‘Well Babe, Happy Valentine’s Day!  It’s a great morn-
ing for either sex or golf,’ and she said:

“Take a sweater.”

Source: Bob Kargenian, TABR Capital Management via The Leuthold Group, LLC 
(Perception Express, February 6, 2015), http://leuth.us/at-random

COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC
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JUST FOR FUN
TOUGH MUDDER

If you like challenges, perhaps you should try 
the Tough Mudder.  If flames, live wires, ice 
baths and copious amounts of mud weren’t 
enough, the 2015 reboot of the Tough Mudder 
will feature tear gas as well (in 2013 a group of 
us at The Leuthold Group found out this event 
is no joke).  Forget the military style obstacles, 
the 12 mile odyssey will also feature a few new 
“soft” challenges to test different dimensions of 
a participant’s grit.

Some Assembly Required (For Men and Women):  
At this station, competitors must assemble a 
child’s doll house in a set time, closely follow-
ing instructions poorly translated from Chinese.  
Points are deducted for each profanity uttered.  
The task is made more difficult by a chorus of 
small children asking, “Is it done yet?” during 
the entire assembly process.

Sit Through a Timeshare Sales Pitch (For Men 
and Women):  Have I got a deal for you!  A gor-
geous garden level one bedroom condominium 
in beautiful Orlando, Florida.  Yours any Mon-
day through Friday in the second half of July.  
Don’t like Orlando?  Well, for a small fee you 
can swap it for lovely Branson, Missouri.

Gift Wrapping Station (For Men Only):  You’ve 
finally found the perfect gift for your sweetheart, 
but man, will she be pissed if it’s not wrapped.  
At this station, women will critique and belittle 
men as they wrap their gifts.  You’re using too 
much tape!  You’re not going to put a bow on it?  
Don’t leave your humility at home guys.

Netflix Indecision (For Men Only):  Male partici-
pants sit on a couch next to someone of the 
female sex as they scroll through the entire 
Netflix catalogue.  Can you endure 15 minutes 
of:  Let’s find something we can both enjoy.  Oh, 
I bet we can find something better than that.  I’ll 
never stay awake for this one.  No, my friend 
didn’t like that one at all.  Should we just read 
our books instead?

Source: The Leuthold Group, LLC (Perception 
Express, February 6, 2015), http://leuth.us/
at-random.

COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC
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A SAFER WAY TO CATCH A LOW?
By Doug Ramsey, CFA, CMT, Chief Investment Officer, The Leuthold Group, LLC

For those content to miss a little 
bit of the initial upside, the Very 
Long Term (VLT) Momentum 
algorithm has a respectable re-
cord at pinpointing “low risk” en-
try points in crude (See “Crude 
Oil and Very Long Term (VTL) 
Momentum” chart to the top 
right.).  VLT—also known as the 
Coppock Curve—is a smoothed, 
long-term rate of change 
originally designed to capture 
the emotional swings associ-
ated with cyclical movements 
in the stock market.  Low-risk 
buy signals on the market (or 
an industry group) are rendered 
when VLT turns up from be-
low the zero level.  That hasn’t 
happened in crude oil yet, and, 
based on VLT’s extremely steep 
downward slope, it’s doubtful it 
will happen this month or next.  
However, a buy signal some-
time in 2015 now seems almost 
a certainty.

VLT has triggered ten buy 
signals on crude oil prices 
since 1985 (See “Performance 
of Crude Oil Following BUY 
Signals From Very Long Term 
(VLT) Momentum” chart to the 
bottom right.), yielding subse-
quent six and 12-month average 
gains of +15.6% and +27..6%, 
respectively.  Pretty solid 
performance to say the least.  
However, VLT poses a major 
psychological challenge in that 
prices will typically have already 
rallied significantly by the time 
the buy signal is rendered.  This 
lag is necessary, however, to 
ensure the upturn is for real.  
Stay tuned.

Source: This article was ex-
cerpted from “A Safer Way To 
Catch A Low?” By Doug Ramsey, 
CFA, CMT, Chief Investment 
Officer, The Leuthold Group, LLC 
(Perception Express, February 6, 
2015), http://leuth.us/special-
interest.

COPYRIGHT 2015 THE LEU-
THOLD GROUP, LLC
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Source: The Leuthold Group, LLC, Perception Express, February 6, 2015, http://leuth.us/special-interest
REPRINTED WITH PERMISSION FROM THE LEUTHOLD GROUP, LLC

As of: February 6, 2015
COPYRIGHT 2015 THE LEUTHOLD GROUP, LLC

CRUDE OIL AND VERY LONG TERM (VLT) MOMENTUM

Arrows denote long-term, low-risk BUY signals occurring with VLT Momentum turns up from oversold levels (i.e., below zero). Repeat BUY signals
occurring within the next 12 months are ignored.

Source: The Leuthold Group, LLC, Perception Express, February 6, 2015, http://leuth.us/special-interest
REPRINTED WITH PERMISSION FROM THE LEUTHOLD GROUP, LLC

As of: February 6, 2015
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PERFORMANCE OF CRUDE OIL FOLLOWING BUY SIGNALS
FROM VERY LONG TERM (VLT) MOMENTUM
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THE DANGER OF RISING U.S. INTEREST RATES
By Frank Holmes, CEO and Chief Investment Officer, U.S. Global Investors

Source:  These facts were excerpted from, “Currency Wars Heat Up As Central Banks Race To Cut Rates” by Frank Holmes, CEO and 
Chief Investment Officer, U.S. Global Investors. (Advisor Alert, January 30, 2015), www.usfunds.com.

COPYRIGHT 2015 U.S. GLOBAL INVESTORS

REPRINTED WITH PERMISSION OF U.S. GLOBAL INVESTORS

U.S. interest rates remain at historic lows, where they might very well stay this year.  When interest rates do begin to rise eventu-
ally, shorter-term bonds will offer more protection than longer-term bonds.  Investors need to understand volatility to be successful. 
Every asset class has its own unique characteristics.  That’s basic risk management.  For example:

PULSE

2014 ECONOMIC AND FINANCIAL MARKET HIGHLIGHTS

U.S. Treasury bonds not only fell in yield during 2014, but it 
did it in an almost steady decline.  2014 was the fourth best 
year ever for total return from U.S. Treasury bonds.  The best 
year was in 2008.

The S&P 500 has never been positive seven consecutive 
years in a row going all the way back to 1904.  As of Decem-
ber 31, 2014, it has been positive each of the last six years.

Margin debt is a worry.  When it peaks and decreases, it is 
usually bad news for the equity markets.  Current levels ap-
pear to be decreasing as of late 2014 after it peaked in the fall 
of 2014.

The Consumer Price Index level is now lower than it was 
seven to eight months ago.  This story is one of deflation.  De-
flation (lower prices) is already being imported to the United 
States via other countries’ exports to the United States, 
including the price of oil.

Source:  The facts were excerpted from, “Go Ahead, Angela, 
Make My Day” by Steve Blumenthal, Founder and CEO, CMG 
Capital Management Group, Inc. (On My Radar, January 30, 
2015), www.cmgwealth.com.

COPYRIGHT 2015 CMG CAPITAL MANAGEMENT GROUP, INC.
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THE COST OF GASOLINE

The current average price of a gal-
lon of gas as of January 30, 2015, 
according to AAA’s Daily Fuel 
Gauge Report, is $2.05.  In the 
United Kingdom, gasoline is over 
$6.00 per gallon.  Back in June 
of 2014, it was $9.00 per gallon.  
Therefore, it’s no surprise that the 
British generally don’t own trucks 
and sport utility vehicles.

Source:  These facts were ex-
cerpted from, “Currency Wars Heat 
Up As Central Banks Race To Cut 
Rates” by Frank Holmes, CEO and 
Chief Investment Officer, U.S. Glob-
al Investors. (Advisor Alert, January 
30, 2015), www.usfunds.com.

COPYRIGHT 2015 U.S. GLOBAL 
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LEGEND FINANCIAL ADVISORS, INC.® &
EMERGINGWEALTH INVESTMENT MANAGEMENT, INC.’S

INVESTMENT MANAGEMENT SERVICES

Legend Financial Advisors, Inc.® (Legend) and EmergingWealth Investment Management, Inc. (EmergingWealth) offer 
Personalized Investment Management Services to individuals and institutions.  Investment portfolios are developed to 
match the client’s return and risk requirements, which are determined by the clients’ completion of a Risk Tolerance 
Questionnaire, with the guidance of a Legend Personal Chief Financial Officer (Personal CFO) or EmergingWealth 
Advisor, respectively.  Each type of investment portfolio is managed to achieve the short, intermediate and long-term 
investment objectives of the client, as may be applicable.

INVESTMENT PROCESS

Investment Portfolios:

Unlike most financial advisory firms that offer one style of investment or portfolio type, we offer a wide array of 
investment portfolios that usually fit with the large majority of client needs.  If necessary, we will create customized 
solutions as well.  For the types of investment portfolios, please see our Investment Portfolios, Potential Return and 
Risk Spectrum Chart on the next page.  For a detailed description of our portfolios, please contact Louis P. 
Stanasolovich, CFP®, founder, CCO, CEO and President of both firms for a confidential discussion at (412) 635-9210 
or e-mail us at legend@legend-financial.com.

Investment Research:

Our Investment Committee performs extensive research to identify opportunities, mitigate risks and structure 
investment portfolios.  Emphasis is placed on developing portfolios that maximize the potential return relative to the 
amount of risk taken.

In-depth due diligence including face-to-face interviews in many instances with portfolio managers for open-end 
mutual funds is performed on each investment we select for a portfolio.  Factors (both from a qualitative and 
quantitative standpoint) that we conduct a thorough analysis of each investment include, but is not limited to, liquidity 
(including the primary investment and/or the underlying investments, if utilizing pass through vehicles such as open-
end mutual funds or exchange-traded products), income taxation, all related costs, return potential, drawdown potential 
(historical declines from peak-to-trough), volatility and management issues (Anything having to do with the 
management team of a stock, open-end mutual fund or an exchange-traded product.).

All portfolios for EmergingWealth are subadvised by Legend.

Client Education:

Education is very important to us.  We are dedicated to educating each client about the different investment portfolio 
types and how they relate to market volatility, time horizons, and investment returns.  It is our goal to ensure that the 
client understands and agrees with our investment philosophy.  Furthermore, we assist each client in selecting a risk 
tolerance level with which they are comfortable.  Ultimately, an investment portfolio is designed to meet the client’s 
objectives.

PERFORMANCE REPORTING

Many investment firms only offer monthly brokerage statements, which provide minimal information; typically only 
account and investment balances.  We, on the other hand, provide detailed quarterly reports that outline performance, 
income and management fees (among other items) in a simple, easy-to-read report.  In addition, each performance 
report is sent with an extensive index page that illustrates the investment environment during the reporting period.

FEES

To find out more about the fees for either Legend or EmergingWealth’s Investment Management services, please 
contact Louis P. Stanasolovich, CFP®, founder, CCO, CEO and President of both firms for a confidential discussion at 
(412) 635-9210 or e-mail us at legend@legend-financial.com.
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