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“Rude Awakenings”
PIMCO held its annual Secular Forum in May, key take aways from the forum include the following:
“Ten years after the financial crisis, the global economy and financial markets could be entering a new era
of potentially radical change that will make the next decade look very different for the last. Investors who
assume that the future will resemble the post-crisis past could be in for a series of rude awakenings.”
Investors we need to be prepared for the challenges that lay ahead.
Over the next three to five years the global economic environment is likely to change and in fact some of
these changes are already underway. Monetary and fiscal policy is becoming more expansionary,
economic nationalism and protectionism are on the rise.
The recent reduction of federal personal and corporate income taxes in the United States has added
stimulus to an economy. The stimulus may cause the Federal Reserve to raise interest rates significantly
higher than what would have been considered the normal level of interest rates.
The recent trade skirmishes between the United States and the rest of the world could evolve into a fullblown trade war.
Tensions caused by China becoming a global economic and military superpower could result in conflict as
the United States tries to more assertively defend its status as world leader in areas of trade, intellectual
property and military strength.
Vanguard’s Mid-Year Outlook 2018
Vanguard recently presented its 2018 Mid-year Outlook. Here are key take-aways from the mid-year
outlook:
Rising trade tensions between the United States and China is concerning as this can have a negative
impact on global economic growth and stock market valuations in the United States and around the world.
The value of the U.S. stock market is elevated; but at this moment, economic growth continues.
Over the next ten years, U.S. stocks may produce only a 3 - 5% compound annual return. That is not to
say that there won’t be years that produce double-digit returns.
So what does this mean for investors at this time, at this stage of the economic cycle.
In my opinion, it means that certain fundamental investment rules should be followed more carefully now
than at some other times.
As always, it is important to invest in a broadly diversified array of quality investments, to prudently
manage investment risk; and if you are retired and taking retirement income distributions from your
investments to prudently managed those retirement income distributions.
Although today’s challenges seem unique, investors have faced similar scenarios before. No period is
without uncertainty. Prudent investors stay the course, relying on quality investments, investment
diversification and time rather than timing to pursue financial independence.
In the words of legendary investor, Sir John Templeton: “Do not be fearful or negative too often. There
will, of course, be corrections, perhaps even crashes. But, over time, our studies indicate that stocks go
up...and up...and up.

If you are reading this Investment Perspective and if you are one of my clients you know that I am
managing your investment accounts with those fundamental investment rules clearly in mind.
At this moment in time it is almost certainly a time to be more cautious than at some other times - to own a
lower percentage of equity investments and a higher percentage of bond investments.
The information presented, I believe, provides important educational information about the current
investing environment.
Thomas J. Dobransky, AIF, Investment Advisor Representative, LPL Financial.

IMPORTANT NOTICE
The opinions expressed in this letter are for general information purposes only and are not intended to
provide specific advice or recommendations for any individual. To determine which investment(s) may be
appropriate for you, consult your investment advisor representative prior to investing. All performance
referenced is historical and is not a guarantee of future results. All indices are unmanaged and cannot be
invested in directly. Investing in securities involves risk which may involve loss of principal. Bonds are
subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates
rise. Asset allocation does not ensure a profit or protect against a loss. The economic forecasts set forth
in this presentation may not develop as predicted and there can be no guarantee that the strategies
promoted will be successful. There is no guarantee that a diversified portfolio will enhance overall returns
or outperform a non-diversified portfolio. Diversification does not protect against market risk. The
information presented is not intended to be relied upon as a forecast, research or investment advise.
There is no guarantee that the forecasts made will come to pass. Reliance upon this information is at the
sole discretion of the reader. The information presented was prepared and published in July 2018.

