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Leading Authority on Successfully Investing Your 401k Plan

CAPTAIN’S BRIEFING:

o The volatility of the markets has moved the Bull
Bear Oscillator back into the red territory, mov-
ing the models back in to protection mode.

o FULL REBALANCE in the models

o Make sure you are keeping track of your trade
dates for the 30-day hold period!

« UPGRADES made to the Velocity Score Ranking
(see USPFA.org)

It's the coldest month of the year. It inevitably starts
off with a “let down” for most of us as it comes right on
the heels of the bustling holiday season. And as one
of seven months on our calendars with 31 days no
other month can claim to be longer, but January feels
the longest for more reasons than just that. Fans of
January offer the rebuttal that the month provides an
opportunity to start anew. They also sometimes point
out that the stock market outperforms in January, on
average. Well, that may be true “on average”, and
global markets did stage a strong rally on the last trad-
ing day of the month, but it still wasn’t enough to pull
January 2016 into the green. Not by a long shot.

IN LAST MONTH’S NEWSLETTER,

we noted that 2015 hadn’t been great for investors.
Most asset classes - stocks, bonds, commodities — were
down for the year. Global growth slowed last year, and
the oil market got hammered. The only thing that
seemed to be up was volatility and a heightened sense
of pessimism. The Fed’s handling of interest rates may
be responsible for much of the volatility now saturat-
ing asset markets. Keeping short-term rates essentially
at zero for seven years was an unprecedented mone-
tary policy that produced a number of unintended con-
sequences. For example, ultra-low rates had a huge
influence on investor decision-making and, by exten-
sion, asset valuations. Conservative bond investors,
desperate for yield income, moved farther out on the
risk curve, which helped to bid up stock prices. This
has been the case particularly for growth stocks, which
are in greater demand when economic growth is low.

Commodities prices are largely indicative of the global
growth slowdown as the slide in commodity prices that
began in 2011 shows almost no signs of slowing this
year. Commodities prices have fallen to their lowest
level since 2003, thanks in large part to the slowdown
in China’s industrial sector, unexpected resiliency in
U.S. shale production, and the strength in the dollar.
U.S. crude oil prices fell more than 9% in January
alone, but have bounced off a more-than-12-year low
seen earlier in the month. The price of gold rose 5.3%
in January, its largest monthly gain in a year, to
$1,116.40 a troy ounce.
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Captain’s Table — Tax Law Updates
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“You’re flying toward an unknown financial future— WE HAVE CHARTS!”
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MONETARY POLICY and CURRENCIES

Central banks around the world, including the U.S.’s Federal
Reserve, continue to implement extraordinary policy
measures in an effort to stimulate growth in their respective
economies. While the Fed left interest rates unchanged in
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January, a move that was expected, it expressed an increas- expend ven g 1 onths 'Ei expectations
ingly cautious assessment of the global economy, which developments __ ; ,' ntain actual

gave investors more reason to worry. Last December, the olic mar}_(et
Fed decided to raise rates for the first time in nearly a dec- ,p[ ding y |nﬂat|0n s
ade, citing a healthy labor market and other signs of steady range
economic growth at the time. It had to be the most agonized- Committee decines federal u

over 25 basis point (one-quarter of one percent) interest

rate hike in the history of central banking. The Fed signaled an increasing concern over falling energy prices
and a slowing global economy and reassured the markets that its decisions would continue to depend on the economic
environment realities of the time.

Proportion of global GDP* Central banks with negative
. . . . . governed by central banks policy rates’
Foreign central banks continue to diverge in policy from the Fed. At with negative policy rates
month’s end, the Bank of Japan (BOJ) announced that it was adopting a 25% 10%
negative interest-rate policy, a move that shocked the markets. The deci- 23%

sion was the latest in a string of central-bank actions. Earlier in January, 20
China’s central bank injected cash into the financial system, and the Euro-
pean Central Bank (ECB) suggested it could provide more stimulus for the 15
Eurozone as early as March. The BOJ’s decision to join the ECB and the
central banks of Sweden, Denmark and Switzerland in negative interest- 10
rate territory would have been virtually unthinkable before the financial cri-
sis, but it’s increasingly common now.
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Velocity Composite Fund Score™ Ranking ———

Future

DDBFX Div Bond Fund (Actively managed) 1215 0.91% 0.13% 0.67% -0.84%  6.04% 17.84% P“'[’,“'ia“”

DBIXX Bond Index Fund 1201 091% 0.13% 0.67% -0.84%  6.04% 17.84% ates

DLC20 LifeCycle 2020 1064 -5.93% -11.82% -17.17% -20.61% -27.31% -28.38% 3/3/16

DEMEI Emerging Markets Equity Index Fund 1012 -1.70% -3.15% -4.29% -2.95% 9.83% 22.62% 4/5/16

DLCGF Large Cap Growth Fund 954 -497% -6.33% -599% 1.83% 45.00% 76.58%

DSMVF Small/Mid Cap Value Fund 931 -5.56% -8.31% -10.40% -8.97% 26.26% 53.58% 5/4/16

DS500 SP500 Equity Index Fund 912 -5.01% -6.30% -6.96% -0.89% 35.95% 64.12%

GOBSX Legg Mason Global Opp Bond Fund 847 -5.62% -8.52% -13.70% -7.14%  1.77%  6.15% 6/3/16

DIEIX International Equity Index Fund 801 -5.62% -8.52% -13.70% -7.14% 1.77%  6.15% 7/6/16

DIEFX International Equity Fund 786 0.92% -1.37% -3.30% -9.49% -6.54% 14.83%

DLCVF Large Cap Value Fund 754 -5.55% -7.21% -9.08% -5.57% 26.36% 53.45% 8/3/16

DSMCG Small/Mid Cap Growth Fund 665 -7.10% -9.05% -12.56% -5.95%  30.55% 53.56%

DSMCE Small/Mid Cap Equity Index Fund 659 -8.99% -10.76% -16.04% -10.11%  18.17% 38.56% 9/6/16

RRRZX Deutsche Real Estate Securities Fund 652 -2.27% -0.76% 2.05% -6.16% NA NA

FCNKX Fidelity ContraFund 475 -5.32% -5.96% -7.22% 2.30% 41.64% 69.17% 10/5/16

DEMEQ Emerging Markets Equity Fund 390 -5.93% -11.82% -17.17% -20.61% -27.31% -28.38% 173716

Definitions & Notes:

1. Tickers are created for convenience, but do not exist outside this newsletter. The majority of the funds in the Delta Plan are not really mutual
funds. They are composites or comingled funds, etc. This creates two problems: 1) how our software references them (consequently, we need to
create a ticker). You will use the fund name to trade. Data from proxy funds is used to make all calculations for the funds listed above.

2. The funds above were selected to work, using the model system. There are other funds in the plan that are not used. There is no reason to have
multiple international or emerging market funds, for example.

The Velocity Composite Fund Score Ranking combines the Velocity (speed of advance of a fund compared to all other funds) with its Buy Point Score (how
close the fund is to a recent bottom). This composite score is used to rank all available fund choices. In defined Bull Market advances, the system uses the Top
3 funds in the Aggressive model and the Top 4 in the Moderate and Conservative models.

In Defined Bear Market periods, this ranking is provided for information purposes and for those who are “doing their own thing” and would like to know how the
system views the funds. Rankings dates are the last business day of each month. Proxies of each fund are used to calculate the score and historical returns.

o FULL REBALANCE in models

Symbol Fund Name Allocate o IN A MONTH WITH TRADES—
FNSXX Fidelity Institutional Money Market Portfolio 50.00%
DBIXX Bond Index Fund 50.00% THE NEW FUNDS WILL BE HIGHLIGHTED IN YELLOW

e READ: If your 401k plan has any trading restrictions, you

must keep track of your buy and sell orders. Fidelity
100.00% does a poor job of defining what excessive trading is and
has expanded that definition to include all funds.

e Future Contributions: The models work smoothly if you direct
ALL future contributions into the money market account. Then, they

Symbol Fund N Allocat - ) . . .
Py und Name ocate will be automatically invested into the correct allocation when you
FNSXX Fidelity Institutional Money Market Portfolio 20.00% make changes to follow a model.
DBIXX Bond Index Fund 80.00%
0,
100.00% Is your credit card about to expire? Have you already
received a new card OR received a new card because
of vendor security issue?
Symbol  Fund Name Allocate
DB‘I,XX o e A 100.00% To update new CREDIT CARD information BEFORE
ond Indextun s your credit card expires, either call us at 717-569-8162
or “Update Credit Card Information” under the
Member’s Tab.
100.00%
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Fear & Greed Index

Bull Bear Oscillator vs. S&P 500 Index

Global equities traded lower in
January, with two of the worst
weeks to open the trading year in
history. Declining oil prices, con-
cerns for Chinese growth, and
weak economic data in the U.S. all
added to investor anxiety.

Now:
Fear

0 o 100
Extreme Extreme
Fear Greed
1 Week Ago

Extreme Fear
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Worry-Free 401k Flight Path Models™ -

Aggressive Model
Moderate Model
Conservative Model

S&P 500 Index
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DAL —Higher oil prices and an increased
concern over the Zika virus hit airline stocks
in January, and Delta reported an earnings
miss by $.01/share at the end of the month,
attributed to slightly lower revenues.
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Delta Pilots 401k Plan (as of January 31, 2016)

Performance Stats

YTD 1 Month 1 Year 2 Years

Conservative Model -2.40% -2.40% -6.67% -2.60%
Annualized -1.31%
Moderate Model -3.90% -3.90% -10.48% -4.25%
Annualized -2.15%
Aggressive Model -5.10% -5.10% -11.39% -1.20%
Annualized -0.60%
S&P 500 -4.96% -4.96% -1.95% 12.40%
Annualized 6.02%
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3 Years 5 Years 10 Years Inception
5.42% 11.20% 34.80% 74.20%
1.77% 2.15% 3.03% 3.38%
9.63% 17.80% 63.20% 155.40%
3.11% 3.33% 5.02% 5.76%
15.60% 28.20% 94.50% 25.50%

4.95% 5.09% 6.88% 8.09%
35.95% 64.12% 85.17% 77.45%
10.78% 10.42% 6.35% 3.17%
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CAPTAIN’S

TABLE

Already 2016????
Some Updates and Reminders for
Closing 2015 and Beginning 2016

As we ring in the New Year and put last year to rest,
I wanted to take some time to run down a list of tax
and financial topics of interest. These items are
things of importance to consider as you prepare for
2016 which would include your 2015 tax filing and
2016 tax planning. Let’s begin with tax items.

Filing Date — 2015 Form 1040 Due Date — April
18, 2016 — Emancipation Day is an official holiday
in the District of Columbia and with this day falling
on Friday, April 15, the official due date of your
2015 Federal Income Tax Return will be Monday,
April 18, 2016.

The December 2015 law, aptly named “Protecting
Americans from Tax Hikes of 2015” was signed into
law on December 18, 2015. The extensions of these
tax breaks were retroactive to the beginning of
2015. Several of the benefits were extended for two
years (2015 & 2016), some through 2019 and others
effective on a permanent basis. I have tried to nar-
row down the provisions and list the most applica-
ble items.

Two-Year Extension

a. Homeowners can treat mortgage insurance pre-
miums as deductible home mortgage interest for
2015 & 2016. This benefit is subject to a phase-
out based on adjusted gross income.

b. Homeowners can generally claim a credit of up
to 10% of the cost of energy-saving improve-
ments installed in their home.

c. Eligible students may be able to claim a tuition
and fees “above the line” deduction for qualified
higher education expenses. The amount of the

deduction is dependent on adjusted gross in-
come.

Permanently Extended Tax Benefits

a. The American Opportunity Tax Credit for certain
tuition and related expenses for eligible students
is now permanent. Credit can be phased in
based on modified adjusted gross income.

b. The optional itemized deduction for state and
local sales taxes in lieu of deducting state and
local income taxes is permanent. This deduction
is beneficial for residents of states with no state
income tax and taxpayers who make large ticket
purchases such as vehicles or boats.

c. The provision for tax-free distributions from an
IRA to charities is now permanent. This allows
an individual 70 Y2 and older to make a qualified
distribution of up to $100,000 from an IRA to a
charity. These distributions count as part or all
of a required minimum distribution and the por-
tion that applies to the RMD is excluded from
gross income.

d. The maximum Section 179 deduction for quali-
fied business property is now permanently set at
$500,000.

Items of Importance for 2015

e Long-Term Capital Gains Rates — The long-term
capital gains tax rate for taxpayers in the top
39.6 bracket (taxable income over $464,850 for
married filing joint taxpayers) is 20%. However,
many people don’t know that the long-term capi-
tal gains tax rate for taxpayers in the 25-35%
brackets is 15% and for those taxpayers in the
two lowest tax brackets, the long-term capital
gains rate is 0%. Long-term is defined as capital
assets held for over 1 year.

e Net Investment Income Tax — as a part of the
Affordable Health Care Act, many capital gains
can be subject to an additional tax of 3.8% as re-
quired by the new health care law. There are in-
come limitations for this provision.

e Higher Roth Contribution Income Limits — while
the Roth IRA contribution limit remained un-
changed at $5,500 per person (individuals age
50 or older may contribute $6,500), the income
threshold for making a Roth IRA contribution
has increased. The income threshold for eligibil-
ity begins phase out at $183,000 for married tax-
payers ($116,000 for single taxpayers) and is to-

tally phased out at $193,000. (Continued on page 6)
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Other Items of Importance for 2016

e 401k - Maximum Retirement Plan Contributions
— the maximum amount that you can defer into
your employer’s retirement plan remains at
$18,000. Please note that if you are over 50 years
of age, you are eligible for the catch-up provision
of $6,000. This allows a total deferral of $24,000
if you are over 50.

e Annual Gift Tax Exclusion — the annual exclusion
remains at $14,000 per recipient for 2016.

e Social Security Wage Base — The limit of wages
subject to social security tax remains at $118,500
for 2016.

e Estate Tax Exclusion — the amount of taxable es-
tate that will be exempt from estate tax is in-
creased to $5,450,000.

The above is a summary of what hopefully will be
relevant tax and financial topics that might apply to
you and your family. We don’t expect significant
modifications to the tax system in 2016 due to the
pending election; however, as you well know there
could be significant changes in the coming years.
We advise our tax clients to set a long-term tax and
planning strategy based on the current rules and reg-
ulations and modify as needed. Unfortunately, it is
very difficult to predict what will happen in these
areas, and it will greatly depend on the results of the
2016 elections.

It is an understatement to say our tax system is com-
plicated and cumbersome. So many of the items
above have specific applicability based on your per-
sonal situation. You should consult your tax advisor
regarding these topics and how they may apply to
your specific circumstances. We wish you a safe and
prosperous year.

Steve

Steve Anglin, CPA is a Managing Partner at Smith
Anglin Financial, and the Head of the Tax Preparation
Services. He is also responsible for Smith Anglin’s com-
pliance supervision. He holds a BBA in Accounting and
a BBA in Real Estate, and numerous securities licenses
and designations.

Experts at the Captain’s Table: All members have a wide
and varied background in all areas of wealth management.
Most importantly, the members have worked extensively with
professional pilots at American, Delta, Federal Express,
Southwest, United — and every airline that merged into these
along the way — for more than 85 years combined. They know
your world, your benefits, how to retire in the best way, and
what is needed at each life-stage in retirement to get you to
your goal.

Is there a topic you'd like discussed in the Captain's
Table pieces? Email us at airways@uspfa.org.

U.S. ECONOMY

The U.S. economy sputtered as it entered 2016, weighed down by global headwinds that dented business investment
and exports. The Commerce Department reported recently that U.S. gross domestic product (GDP) expanded at a 0.7%
seasonally adjusted annualized rate in the fourth quarter. The economy had advanced 2% in the third quarter and 3.9%
in the second, so it’s obvious the U.S. economy is decelerating.

The recent slowdown reflects an array of crosscurrents. Steady job gains, an improving housing market and banner
auto sales helped underpin growth through much of the year. Spending on residential investment, such as new home
construction and home remodeling, advanced 8.1% in the fourth quarter, and the housing market in 2015 was by some
measures the strongest since before the recession. Also, the U.S. consumer may be regaining his footing, which is wel-
come news. Personal consumption, which accounts for more than two-thirds of economic output, rose 2.2% in the
fourth quarter, and full-year consumer spending in 2015 advanced 3.1%, the fastest pace since 2005. However busi-
ness spending did not follow suit. Non-residential fixed investment, a measure of business spending, declined 1.8% in
the fourth quarter as companies trimmed outlays. Businesses also exported fewer goods and trimmed back invento-
ries at the end of 2015. The economic slowdown in China and persistent weakness in Europe appears to have been a

drag on many U.S. companies.

It has been hard trying to find much logic in the price action of the world’s stock markets so far in 2016. The only con-
stant has been market volatility, with emotional investors ready to shed risk assets at the slightest whiff of bad news.
The S&P 500 lost 5.1% for the month, and that was after world markets staged a strong rally on the month’s final trad-
ing day, when markets surged on news that Japan was lowering rates. Foreign developed stock markets suffered losses
in line with those felt in the U.S. markets, while emerging stock markets faired far worse. China’s Shanghai Composite
index is down more than 22% so far this year. The less volatile Hang Seng index is off less, down 10% this year.
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The MSCI All Country World Index was down -5.3% in January. In the U.S., daily stock-trading volumes were elevated
during the month, with the most shares changing hands since August 2011. This all capped a turbulent month for finan-
cial markets in which investors fled from stocks and flooded into haven assets such as government bonds and gold.

Money continued to flow steadily out of U.S. stock funds during the month, reflecting a lack of confidence in the equities
market. The U.S. stock market is at least fairly valued, with the forward 12-month price-to-earnings ratio (P/E) currently
at 15.6, which is above the 5-year and 10-year averages of 14.3 and 14.2, respectively. Any significant appreciation in stock
prices from here will need to be a function of underlying earnings.

U.S. earnings news has been mixed. Blended earnings for the fourth quarter of 2015 are down -6.0%. If final earnings for

the quarter show a decline, it will be the first three consecutive quarters of year-over-year declines since 2009. Numbers
from energy and materials are hurting the overall averages, but there’s a pattern of companies delivering on their earn-
ings per share (EPS) expectations, but missing the mark on sales estimates. Comments from companies show a pattern —
the negative impact of slower global economic growth and a stronger U.S. dollar are for now overwhelming the expected
positive net impact of lower oil and gas prices.

Most market followers didn’t have great expectations for 2016 as the year commenced. Well, so far their doubts have
been confirmed. Stocks have continued to suffer, and oil’s price collapse has continued. Global growth forecasts are being
trimmed further. This makes it even harder on central bankers who have already pushed the limits of creative monetary
policy. Japan is a case in point. The world’s third-largest economy has pulled out almost all the stops, including a move to
negative interest rates, to pull out of its deflationary slump and still has yet to see persistent growth or inflation.

Manage My 401k for Me!

Are you too busy to keep up
with your 401k? Do trips and
time zones keep you out of the
loop? Want to make sure chang-
es are made automatically to
your account?

The 401k Autopilot Pro-
gram™ is offered through
Smith Anglin (not the newslet-
ter). The firm provides daily
supervision, going beyond the
newsletter recommendations.
All this for a fee smaller than the
amount the market often fluctu-
ates in a day. Thereis a
$250.000 minimum combined
401k plus any transferred ac-
counts. Autopilot management
INCLUDES YOUR

BROKERAGELINK
ACCOUNTS!!

Get your free Autopilot
Starter Kit at

http://www.smithanglin.com/
401k-autopilotprogram/

Unlock the hidden
growth potential of your
other investments

Are your “other” investments
stuck in underperforming
funds, lousy funds, or frozen in
time—just where they were
when some neighbor sold them
to you? Want to put your mon-
ey back on the fast track and
make it work harder for you?

That’s exactly what The
1-Step Transfer Solution®™
does for you. With one simple
call, you can transfer your old
investments into top perform-
ing portfolio models! This is
what pilots have been telling us
they need and want. $250,000

minimum.

Call today, toll free, at
1-888-254-1727.

Services provided through
Smith Anglin, a Registered
Investment Advisor

Advertisement

= If you’re approaching re-

tirement, NOW is the time to have a con-

versation and get everything lined up for
your “final approach.”

Our main focus has always been about successful
retirement. We specialize in helping airline pilots
who are ready to make the final, “final approach”
and start enjoying the fruits of a successful career.
Candidly, it is easier to retire than it is to hang onto
all your money in retirement. We've successfully
done both for our clients—for more than 32 years
and counting.

There’s a checklist you need to walk through to
get to a successful retirement. As you know, going

down a checklist before a flight often reveals things
you might have forgotten about. Much of what you
read in the financial press is silly, wrong or even
dangerous to your financial security. If you had
followed their advice in 2008, your retirement
planning would probably be very tense and
frustrating. Who wants that?

We’ve made it easy for you to chart the path to
your “final approach,” in our FREE “14 Days to a
Secure & Prosperous Retirement Course!”

- to sign up for this, no-strings
click here attached, free email course.

@USPFAL1

Visit us on Facebook fo get our New
Member—3 months FREE offer now!

Like us on Facebook!

https://www.facebook.com/USPFA

THE ADVISOR NEWSLETTER is published each month by US PILOT FINANCIAL ASSOCIATION, INC., 1853 William Penn Way., Suite 19, Lancaster, PA 17601, Telephone (717) 569-8162. This newsletter
information is designed to provide general information on investing and retirement plans. It is sold with the understanding that neither the author nor publisher is engaged in rendering legal, accounting or
other professional services. If legal or other professional advice is warranted, the services of an appropriate professional should be sought. Also, this material cannot be an exhaustive and complete
presentation on investing or retirement plans, due to the restrictions on length, etc. While every effort has been made to make the information presented here as complete and accurate as possible, it may
contain errors, omissions or information that was accurate as of its publication, but subsequently has become outdated by marketplace or industry changes or conditions, new laws or regulations, or other
circumstances. Neither author nor publisher accepts any liability for responsibility to any person or entity with respect to any loss or damage alleged to have been caused, directly or indirectly, by the
information, ideas, opinions or other content in this newsletter. If you do not agree to these terms, you should cease using the information immediately and request a full refund. The subscriber must
evaluate information in THE ADVISOR NEWSLETTER in light of the subscriber’s own financial situation and goals. The Publisher is not an investment advisor. © Copyright 2000-2016, USPFA, INC, all
rights reserved. www.USPFA.org
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