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Presenter
Presentation Notes
Welcome and thank you very much for taking time to review Pawleys Investment Advisors’ First Quarter, 2013, Insights.  It is my pleasure to be able to share a few thoughts on the economy and markets.  

http://www.pawleysadvisors.com/


First Quarter, 2013 Insights 

 

 2013 Tax Increases and Sequester 
 Economic Update – GDP and LEI’s 
 Historic Q1 Market Performance 
 New Fed Monetary Policy 
 Performance Update – Pawleys Portfolios 
 invest right, live rightTM 

 

The quality of our research relies on the accuracy of data and information provided by companies and third parties. PIA does not guarantee completeness or accuracy.  
Future results cannot be guaranteed. 

 

Presenter
Presentation Notes
Wow, it is hard to believe that the pain of 2008 is so far in the past.  We had a few reminders during over the past few years, with the European Debt contagion and the inability of the U.S. Congress to deliver a budget.  But I think that investors are starting to wrap their heads around the idea that the economy, albeit slowly, has developed a solid footing.  

Today we talk briefly about the sequester and recent tax hikes, because I know it is on everyone’s mind.  Then we’ll delve right into the health of the economy and the stock market.  I’ve received questions about the new approach by the fed, and everyone knows how closely I watch the shape of thei yield curve, so we’ll touch on those areas as well.  Lastly we’ll look at the performance of the Pawleys Dividend stocks and the Pawleys Growth stocks, which many of you hold in your portfolios or through the new private Pawleys Funds. 

Thank you again for joining me, I really appreciate having the opportunity to share this information with you.



2013 Tax Increases and the Sequester 

 
 Increases in ordinary income tax rates and top rates for investment 

income and capital gains 
 High income tax increases enacted as part of the Affordable Care Act, 

including 3.8% investment surtax 
 Increase in top Estate Tax rate to 55% and exemption reduced to $1 million 
 Reduction of exemptions and deductions 
 Sequestration cuts split between domestic and defense programs with the 

bulk affecting discretionary spending 
 Government spending naturally increases following a recession like 2007-

2008, and is later reduced  
 

 

The quality of our research relies on the accuracy of data and information provided by companies and third parties. PIA does not guarantee completeness or accuracy.  
Future results cannot be guaranteed. 

 

Presenter
Presentation Notes
As we entered the first quarter of this year, the changes to taxes and the subsequent sequestration cuts were heavy on the minds of investors.  As we’ll see later, the results of the stock market showed that it didn’t buy into these fears.

The details of the tax increases are well known, even though the tax code remains complex and, to many, confusing.  The most notable is the 2% payroll tax increase.  The details of the sequestration, however, are less well known and have instead been turned into a confusing political hot-potato.  

I think it is important for investors to consider is the larger context and its effect on the overall economy.  The Congressional Budget Office predicts about 1-1.5% of “drag” on the economy as a results of the tax hikes and spending cuts.  The context is that the RATE of spending is what is being cut, and it is a fairly natural government action based on where we are within the overall part of the economic cycle. As an investor, I think it is prudent to view your investments through and objective, economy-based lens, and try to avoid the biases that result from politics.  The economy cycles like the seasons, and our government steps up spending when we go through the “wintertime” of a recession, and then backs off during “springtime” when the private sector regains its strength and is prepared to grow again.
�And that is what we have seen, growth>

 



U.S. Gross Domestic Product 

US economic 
output has grow 
for 3 ½ years. 
 
This set of data 
is backwards-
looking. 

The quality of our research relies on the accuracy of data and information provided by companies and third parties. 
PIA does not guarantee completeness or accuracy.  Future results cannot be guaranteed. Source: BEA. 

Presenter
Presentation Notes
The blue bars above show the level of Gross Domestic Product, or the output of goods and services produced by labor and property located in the United States.  Since mid-2009, the economy has been gradually expanding, and those results have been reflected in asset prices, including the stock market.
�It is important, however, to look forward>



Leading Economic Indicators 

LEI’s are 
designed to 
anticipate the 
direction of the 
economy over 
the next 6-12 
months.   
 
LEI’s (the blue 
line) continue to 
rise. 

Presenter
Presentation Notes
Everyone knows that I work to build portfolios that will perform well in a myriad of economic and market environments.  That being said, I am NOT an advocate of predicting short term changes in the economy, markets, or interest rates.  That being said, I think it is prudent to look at a BASKET of factors that tends to anticipate the direction of the economy.  One gauge I use is the Conference Board’s Leading Economic Indicators, which is a basket of factors that tend to signal the future output of our economy.  The LEI in the blue line continues upwards.  If this is the first time you have seen this chart, the shaded grey areas represent recessionary periods, and you will notice that the blue line drops well in advance, signaling the subsequent weakness in the economy.

Now, once we do see the blue line demonstrate a downward trend, we will modify our approach and reduce exposure to equities by a moderate percentage, but I DO NOT advocate jumping in and out of the market.  We will reduce equities to some extent, and be sure to raise extra cash for those who are taking withdrawals from their portfolios or those who anticipate upcoming expenditures.



Historic Q1 Market Performance 

The quality of our research relies on the accuracy of data and information provided by companies and third parties. PIA does not guarantee completeness or accuracy.  
Future results cannot be guaranteed.  Source: Interactive Data, Federal Reserve. 

The S&P 500, shown above, and the Dow Jones Industrial Average 
finished Q1 with new all-time highs. 
 
At the same time, the Federal Reserve reported that U.S. Household 
Net Worth is approaching previous record highs, driven by strong stock 
market performance and modest gains in housing values. 

Presenter
Presentation Notes
The first quarter of 2013 saw solid gains in the stock markets, with new historic highs set in many areas.  

The Federal Reserve releases a set of data that measures household net worth.  The value of investments and housing are the two biggest components, so the most recent data is reflecting levels approaching all-time highs.  It is very possible that during Q1 or Q2 of this year the levels will set new all time high records.



New Fed Monetary Policy 

 Monetary policy set by Federal Reserve 
attempts to control flow of money and credit 
to smooth the ups and down of the economic 
cycle. 
 Fed recently announced they will shift from 

providing calendar guidance to economic data 
targets to signal policy changes . 

The quality of our research relies on the accuracy of data and information provided by companies and third parties. PIA does not guarantee completeness or accuracy.  
Future results cannot be guaranteed. 

 

Presenter
Presentation Notes
Before we discuss the Fed, I’d like to give a quick review of fiscal policy versus monetary policy.  Fiscal policy is the government’s action to affect the purchase of goods and services and how payment is transferred, in addition to taxation.  Monetary policy is action which controls the flow of money and credit conditions.  Let’s focus on monetary policy – which includes reserve requirements for banks set by the Fed, Fed purchase or sales of instruments, and the rate of short term interest rates (known as the “discount rate”).  The Fed currently has what we call an “easy” posture, which means lending rates are low, in an attempt to stimulate economic activity.  Once the economy has a robust foundation, the fed will gradually start to raise short terms rates to slow the rate of growth so the economy does get ahead of itself or overheated too quickly.  The key is the timing of this move, and if the economy is not strong enough when rates are raised, it could cause the economy to slip back into recession.

Historically, the Fed has used calendar timeframes to signal potential changes in monetary policy.  Recently, the Fed announced that going forward, they will use target unemployment figures and inflation rates to manage changes in interest rates.  People used to joke about former Fed Chairman Alan Greenspan heading of the Fed meetings, and would attempt to predict what he would say based on how thick his briefcase was on that given day.  The new posture is unique and show an attempt to improve the transparency and enhanced communication from the fed to the public, which may help mitigate broad market swings resulting from unexpected actions.

What I look towards is not just the level of short term rates, but how they compare to long term rates.  When short term rates rise above long term rates, it can be predictive of recession.



Performance Update 

Source: YAHOO! Finance, Bigcharts, Morningstar. 
Price and total return calculations are for informational purposes only and are not intended to take the place of your monthly statements. Not adjustments have been made for 
fees or taxes. Please consult Pawleys Investment Advisors to see if these investment ideas fit within your existing portfolio. Past performance does not guarantee future results.  

  2011 Total Return  2012 Total Return YTD 2013 Total Return 
thru March 28th 

Pawleys Dividend Portfolio +6.74% +10.78% +10.25% 

Pawleys Growth Portfolio +8.72% +23.24% +11.62% 

S&P 500 Benchmark +2.11% +14.94% +10.69% 

A math-driven, objective stock selection process is designed to identify 
best-in-class stocks and produce consistent returns regardless of 
market conditions. 

Presenter
Presentation Notes
For the past two years, the Pawleys Dividend stocks have kept pace with the Dow Jones Industrial average, while the Pawleys Growth stocks have consistently paced ahead of the S&P 500.  By choosing stocks with low debt, good growth rates and a few other secret categories I look at, I have developed a consistent track record that performs well in both the ups-and-downs.  My philosophy is that every investor, regardless of how wealthy, has a limited number of dollars to put to work in the markets, so it is critical to identify the highest quality opportunities within each area of the markets.

Thank you for your ongoing trust and confidence, I work hard to re-earn it every day, whether it is in stock selection, or in picking solid mutual funds or tax-free bonds.



invest right, live rightTM 

 
Happy Spring! 
Summer is just  
around the corner 
and it will be 
time to slow down 
a bit and enjoy! 
 
 

Presenter
Presentation Notes
Thank you very much for taking time to review the Pawleys Investment Advisors 4th Quarter 2012 Insights.  There are many reasons for investors to enter 2013 with caution, but there are also several positives that indicate the current economic expansion will continue.  

Happy New Year!



 Website: www.PawleysAdvisors.com  
 

 Email: kschwartz@PawleysAdvisors.com 
 
 Follow Us On: 

 
– Facebook 

 
– LinkedIn 

 
– Twitter 

 

Pawleys Investment Advisors, LLC 

Presenter
Presentation Notes
Stay in touch at www.pawleysAdvisors.com.  The blue “knowledge” button will take you to the investment library, which contains lots of great information and helpful tools.

Please feel free to send questions directly to me, I really enjoy hearing from everyone.

You can also stay in touch on Facebook, Linkedin and Twitter.

Thank you again!

http://www.pawleysadvisors.com/
mailto:kschwartz@PawleysAdvisors.com



	First Quarter, 2013 Insights�© 2013 Pawleys Investment Advisors, LLC.  All rights reserved.��www.PawleysAdvisors.com��
	First Quarter, 2013 Insights
	2013 Tax Increases and the Sequester
	U.S. Gross Domestic Product
	Leading Economic Indicators
	Historic Q1 Market Performance
	New Fed Monetary Policy
	Performance Update
	invest right, live rightTM
	Pawleys Investment Advisors, LLC
	Slide Number 11

