MARCH MADNESS
APRIL 2016

Soothsayer: “Beware the ides of March.”
Caesar: “What man is that?”
Brutus: “A soothsayer bids you beware the ides of
March.” Julius Caesar Act 1, scene 2

CAPTAIN’S BRIEFING:
 The volatility of the markets has the Bull Bear

Oscillator still in the red Bear territory, keeping
the models in a defensive allocation.
 NO CHANGES in the models.
 Make sure you are keeping track of your trade

dates for the 30-day hold period!
Volatility keeps Bull/Bear
Oscillator negative
The portfolios have been in a
defensive posture since the start
of February, and they remain
there this month because the
Bull/Bear Oscillator (BBO) is still
negative. Recent market volatility
due to uncertainty about global
central bank policy has contributed to the BBO signal outcome.
While the market advanced in
March, it can be easy to forget
the big drops the market took in
January and early February.
The plummet in January began
just two weeks after the BBO
crossed into green territory in late December.
Take a look at the chart above. The skinny bars show the
daily activity of the S&P 500 so far this year. A red bar
shows a down day and a green bar shows an up day. The
taller the stick, the wider the price range the market traded
in that day. (The red line is the market’s 200 day moving

March is usually a month of change. Winter’s cold gives
way to the first hints of spring, and we make the rounds
in our homes changing the time on the clocks and our
watches by one hour as we “spring forward” in observance of Daylight Savings Time. However, the one
thing in March that never seems to change, at least not
for a lot of us, is how we fair in the “March Madness” office pool. The NCAA Men’s Division I Basketball Championship is often referred to as “the Big Dance”. For a lot of
us though, it might as well be called “the fat chance” because we’re out of the running to win some money every
year. Like Caesar, many of us could have used a Soothsayer at the office bidding us to “beware the ides of
March.” Maybe we would have taken his warning as a
hint to toss our tournament brackets in the trash and
keep the entry fees in our pockets. Since we’ve all been
told that misery loves company, we can take some comfort from learning that we’re not alone in our bracketfilling futility this year. According to Yahoo Sports, not
one of the brackets submitted to their site - and there
were millions of them – had a clean sheet after the first
round of 32 games. That’s never happened before. March
Madness, indeed.
March Madness extended to more than the confines of
college basketball in March. It would be hard to label
what several of the world’s central banks did during the
month anything other than more “March Madness.” The
world’s central bankers even have their own version of
the Final Four: 1) our Fed, the Federal Open Markets
Committee (FOMC), 2) the European Central Bank
(ECB), 3) the Bank of Japan (BOJ), and 4) the Peoples
Bank of China (PBOC). In March, all four of these banks
either deployed new accommodative measures in an effort to stimulate their economies or reiterated their position to leave extraordinary stimulative measures in place.
Each bank, and the countries they represent, continue to
struggle with how to deal with anemic global growth.
Their accommodative actions in March propelled risk
assets like stocks and real estate to new highs for 2016,
but also increased the likelihood and maybe the impact of
unintended consequences in the future.

Captain’s Table — Buy or Lease that next car?

(Continued on page 2)

“You’re ﬂying toward an unknown ﬁnancial future— WE HAVE CHARTS!”

Go to page 5

Central Bank Actions

In the U.S.

The ECB pulled out the “big bazooka” in March when it unveiled a series of extraordinary policy moves to help spur economic growth and support asset prices in the Eurozone. The
central bank reduced benchmark interest rates further, expanded its securities purchase program from €60 billion to
€80 billion a month, and broadened the scope of its quantitative easing (QE) effort to include non-financial corporate
bonds. The deposit rate was moved from -0.30% to -0.40%.
Note that those are negative interest rates. Depositors
that already had to pay the banks to hold their money will
now have to pay them even more.

Fed Chair Janet Yellen’s statements following a late
March Fed meeting had a clearly dovish tone. Yellen
advised caution and said that global and financial
uncertainties posed risks to the U.S. economy and
justified a slower path for rate increases than previously planned. She announced that the Fed would
leave official rates unchanged, which was expected,
but her statement that the Fed had reduced the number of expected official rate hikes for 2016 from four
to two raised the eyebrows of most economists that
track Fed activity.

Just a few days after the ECB’s stimulus bombshell stunned
the markets, China’s central bank announced that it would
keep its accommodative measures in place for now and would
keep a flexible stance in the event of an economic shock domestic or global. This “wait and see” decision from the
PBOC wasn’t unexpected as the bank lowered reserve requirement ratios in February and cut interest rates six times
since November 2014.
The BOJ didn’t unveil any new stimulus measures in March,
but it left in place extraordinary measures that it put to work
only a few weeks earlier. It was then that the BOJ blindsided
the global markets by unexpectedly announcing that it would,
like the ECB, apply a negative rate to some excess reserves
that financial institutions place at the bank. At the March
meeting, the BOJ reiterated its commitment to raise the monetary base by 80 trillion yen annually and left the rate it
charges commercial banks on certain reserves at 0.1 percent.
Not surprising to many, the BOJ is experiencing a significant
backlash of anger and frustration from the public, especially
older citizens on fixed incomes, in response to negative interest rate policies. There have been numerous reports of senior
citizens buying safes to hoard cash amid fears that commercial banks may soon charge them interest on their deposits as
well.
(Continued from page 1)

average. The green line is the market’s 50 day moving average.)
As you can see by the “W” pattern made by the bars, it’s
been a very volatile three months for the stock market. The
market fell off a cliff in early January, then rallied, then fell
again, and finally bottomed on February 12th. Since then, the
market has advanced, but still closed out the first quarter only
a little better than breakeven.
The BBO has signaled a change three times in the last five
months. Before that, it had gone 44 months straight without a
signal change. The BBO model isn’t broken, it’s just reacting
to a market that lacks conviction as represented by the current volatility. Once a longer-term trend is established, it
should settle down again.
For more specifics about the mechanics of the BBO, read the
Fast Start Guide on USPFA.org.
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The Fed acknowledged that it is even considering
negative interest rates as a potential policy tool, but
at this point, that tool would only be part of a contingency plan. There is some question as to whether the
Fed has statutory authority to cut rates below zero,
but that issue is expected to be resolved soon. In any
case, the Fed will observe how negative policy rates
play out for other countries before deciding whether
to use such an approach for future easing initiatives.
So here we are. Since 2008, we’ve gone from quantitative easing (QE) and “extraordinarily accommodative”, near zero percent interest rate policies (ZIRP),
to expanding QE, and now to exploring negative interest rate policies (NIRP). Central bank policymakers are also considering an even more extraordinary
stimulative tool if the ones now in place don’t bear
fruit. The tool is known as “monetary finance”, but
it’s also been called “helicopter money” because the
plan is basically to print money and then give it to
the public to spend on goods and services. A prominent central banker once likened it to taking a helicopter full of money out over the city and then
throwing money out to the masses. The goal is to
drive up consumption and thereby stimulate the
economy. The whole plan may sound crazy, but don’t
be surprised to see it put into action somewhere in
the world soon.
So why have central banks in Europe and Japan resorted to negative interest rates? They are desperate
to stimulate consumer demand in their countries and
stoke worryingly low inflation. In China, the growth
target set by the government of at least 6.5% in 2016
seems like a great thing to even shoot for compared
to the rest of the world’s economies, but it’s the slowest pace of economic growth in China in 25 years.
Here in the U.S., our massive monetary stimulus policies put into action over the past several years may
seem pedestrian compared to what central banks
elsewhere have deployed, but policy makers here
expected growth earlier and greater than what we’re
seeing now.
airways@uspfa

Velocity Composite Fund Score™ Ranking
Ticker
GOBSX
RRRZX
DEMEQ
DSMVF
DBIXX
DDBFX
DEMEI
DLC20
DLCGF
DS500
DLCVF
FCNKX
DSMCE
DSMCG
DIEIX
DIEFX

Symbol
Legg Mason Global Opp Bond Fund
Deutsche Real Estate Securities Fund
Emerging Markets Equity Fund
Small/Mid Cap Value Fund
Bond Index Fund
Div Bond Fund (Actively managed)
Emerging Markets Equity Index Fund
LifeCycle 2020
Large Cap Growth Fund
SP500 Equity Index Fund
Large Cap Value Fund
Fidelity ContraFund
Small/Mid Cap Equity Index Fund
Small/Mid Cap Growth Fund
International Equity Index Fund
International Equity Fund

Score
1230
1022
1046
910
786
782
736
721
705
701
609
587
562
496
465
458

1MoPerf 3MoPerf 6MoPerf
6.02% 8.51% 7.77%
9.10% 6.02% 13.49%
12.96% 6.09% 5.21%
9.20% 4.22% 7.55%
0.87% 2.94% 2.33%
0.87% 2.94% 2.33%
12.96% 6.09% 5.21%
3.73% 2.11% 3.56%
6.72% 1.48% 8.96%
6.73% 2.02% 8.91%
7.26% 2.06% 7.72%
5.61% -0.65% 5.13%
8.01% -1.03% 2.69%
7.20% 1.07% 5.01%
6.58% -3.70% -0.79%
6.58% -3.70% -0.79%

1YrPerf 3YrPerf 5YrPerf
-0.76%
1.77% 20.78%
4.53%
NA
NA
-14.01% -13.76% -23.36%
-3.06%
33.22% 62.38%
1.56%
7.31% 19.95%
1.56%
7.31% 19.95%
-14.01% -13.76% -23.36%
-0.81%
12.70% 25.57%
4.84%
49.40% 84.16%
2.76%
40.88% 72.33%
-0.86%
31.15% 61.16%
2.30%
43.58% 72.34%
-9.38%
24.31% 41.86%
-4.01%
37.86% 59.27%
-10.25%
6.13%
8.67%
-10.25%
6.13%
8.67%

APPROXIMATE
Future
Publication
Dates

5/4/16
6/3/16
7/6/16
8/3/16
9/6/16
10/5/16
11/3/16
12/5/16
1/5/17

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.



Delta 401k Plan Conservative Model
Symbol
FNSXX
DBIXX

Fund Name
Fidelity Institutional Money Market Portfolio
Bond Index Fund

Allocate
50.00%
50.00%

100.00%
Delta Pilots 401k Plan Moderate Model

NO CHANGES in the models

 IN A MONTH WITH TRADES—
THE NEW FUNDS WILL BE HIGHLIGHTED IN YELLOW
 READ: If your 401k plan has any trading restrictions, you
must keep track of your buy and sell orders. Fidelity
does a poor job of defining what excessive trading is and
has expanded that definition to include all funds.
 Future Contributions: The models work smoothly if you direct

Symbol
FNSXX
DBIXX

Fund Name
Fidelity Institutional Money Market Portfolio
Bond Index Fund

Allocate
20.00%
80.00%

ALL future contributions into the money market account. Then, they
will be automatically invested into the correct allocation when you
make changes to follow a model.

Symbol

Fund Name

100.00%
Allocate

Is your credit card about to expire? Have you recently received a new card OR have you requested a
new credit card because of vendor security issues?

Symbol
DBIXX

Fund Name
Bond Index Fund

Delta Pilots 401k Plan Aggressive Model
Allocate
100.00%

To update new CREDIT CARD information BEFORE
your credit card expires, either call us at 717-569-8162
or go to the “Update Credit Card Information” section
under the Member’s Tab.

100.00%
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Fear & Greed Index

Bull Bear Oscillator vs. S&P 500 Index

As markets pushed higher in
March, mid-February’s market bottom became more of a
distant memory for investors
who moved further from Fear
towards Greed.

DAL —DAL had a rough first quarter of

Worry-Free 401k Flight Path Models™ - Delta

2016. At one point the stock was down more
than 20%, but rallied back and closed the
quarter down less than 5%. The S&P 500
finished the quarter only slightly above
break-even.

Aggressive Model
Moderate Model
Conservative Model
S&P 500 Index

Conservative Model
Annualized

DAL

Delta Pilots 401k Plan (as of March 31, 2016)
Performance Stats
1 Month
1 Year
3 Years
YTD
-2.55%
0.55%
-9.00%
2.00%
0.66%

S& P 500

5 Years
7.80%
1.51%

10 Years
31.40%
2.77%

Inception
70.80%
3.20%

Moderate Model
Annualized

-3.92%

0.88%

-12.60%

7.40%
2.41%

15.60%
2.94%

61.00%
4.88%

153.40%
5.62%

Aggressive Model
Annualized

-4.30%

1.10%

-18.60%

12.90%
4.13%

25.50%
4.65%

91.80%
6.73%

247.80%
7.61%

1.35%

6.78%

0.64%

41.33%
12.22%

73.19%
11.61%

98.11%
7.08%

85.12%
3.69%

S&P 500
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These are just a few of the questions that need to be answered before making this decision. Since buying a car
is one of the biggest purchases you can make, it’s wise to
look at all your options. Both leasing and buying have
advantages and disadvantages, just like renting or buying a home. Having a clear understanding of what you
want out of your vehicle can help lead you to the best
decision.

Buy or Lease that next car?
The old clunker sitting in the driveway is on its last leg,
and you are trying to decide what’s next. You always see
those commercials with the nice shiny brand new cars
and the payments advertised seem reasonable until you
realize most of them are for a lease. So, you are wondering if it makes more sense to lease that next new car or
buy it as you have in the past.
I get this question a lot, and it is always a difficult conversation. Why? Because most of the time, the person
I’m talking to has not thought about what is most important to them. They haven’t really examined their lifestyle or decided what items to consider in the decision.
But the short answer to whether it is better to lease or
buy that next car is – it depends. It’s not possible to
simply say that one is always better than the other. The
answer depends on the specifics of each individual situation. The truth is, leasing a car is a great option for some
people, but not for others. Let’s look at some of the
questions we should be asking ourselves before we make
the buy or lease decision.




Which is more important: Driving a new car every
two or three years with no major repair risk, or driving one vehicle for many years and assuming the responsibility for all maintenance after the warranty
expires?

I can say, however, that after looking at many lease programs and financing options over the years, there is a
general underlying theme regarding the financial decision. That being, the longer you have the same car, the
more you will save over time. That still does not make
buying a car right for everyone. However, most data will
show that buying a car is almost always cheaper in the
long run over leasing.
One problem that arises when folks consider the buy vs.
lease decision is that they feel they can get much more
car by leasing than they can over buying. That is true if
the only factor being considered is the monthly payment;
however, comparisons need to be done on the same car.
An apples to apples comparison doesn’t occur if you
compare buying a $25,000 car to leasing a $40,000 car.
If someone cannot afford to buy a particular car, they
most likely don’t need to consider it for a lease simply
because the payments are lower.
If you look at buying or leasing a $20,000 vehicle for five
years, assuming a 6% rate on a new loan (paid off in
three years), and two 3-year leases to cover the full five
years.
Buy

Lease
Mo Payment

Which is more important: Lower monthly payments,
but higher long-term cost – or lower long-term costs
but higher monthly payments?

Mo Payment



Do you drive no more than an “average” amount of
miles in a year – or is your mileage highly unpredictable?



Do you take good care of your cars and maintain them
properly – or do you tend to be more lax about such
things?



The most obvious difference is that with a lease, you get
a new car every few years with little or no hassle of
maintenance, and you don’t have to deal with selling it or
trading it in later. Just hand in the keys and get a new
lease. However, if we are looking at what makes the
most financial sense, then there are other factors to consider. One thing I tell clients all the time is there is a
financial decision, and there is an emotional decision.
Either can be right for different reasons at different
times, but emotional decisions often win out because the
financial factors are not considered as deeply.

Do you have a stable lifestyle and habits that will prevent you from wanting to, or needing to, end a lease
early?

$608.00

36 Payments

$21,888.00

Total Cost
Residual
Value

$21,888.00

Net Cost

$14,888.00

$7,000.00

Mo Payment

$350.00

$385.00

36 Payments

24 Payments

$12,600.00

$9,240.00

Total Cost
Residual
Value

$21,840.00

Net Cost

$21,840.00

$0.00

In this quick example, the lease costs roughly an additional $1300 per year or just under $7000 over the full
five-year period.
(Continued on page 6)
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Chart Assumptions: 1) Normal driving with no additional
overages in mileage, then we could avoid any additional
mileage costs from the lease; 2) Leased vehicle in great
shape so as to avoid any additional wear and tear charges
at the end of the lease; 3) Car has a residual value of
$7000 at the end of five years.

life and finances. Know your objectives and priorities,
and the financial decision can match the emotional one.

Chris
Chris Lott, CFP®, CPA is a Managing Partner at
Smith Anglin Financial, and is a member of the firm’s
Investment Committee. He regularly meets with prospective clients, counsels existing clients, leads investment portfolio analysis and develops materials for
communicating with the firm’s clientele and target
markets.
He holds a BBA in Finance and Marketing and numerous securities licenses and designations.

I realize that a new car every few years with no hassle of
maintenance can be attractive to many, but if dollars and
cents is the deciding factor, then owning a car for several
years will leave more money in your pocket. Additionally,
purchasing a low mileage used car, where the original
owner took much of the depreciation hit, is an even more
prudent decision to consider. However, if you plan on
buying cars and flipping them every few years, leasing is
more logical in that situation since so much of the depreciation occurs in the first few years.
There are many planners out there that will tell you never
to finance a car for more than three years and never to
lease a car. They will also tell you to keep a car for 10 to 15
years to get the full benefit of owning the car. The only
catch is that’s not practical for everyone. For some people
cars are more than just a financial decision.
The bottom line is - it’s personal. All of us have different personal styles, objectives and priorities – in cars,

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.

Asset Prices
As expected, further ultra-accommodative policy actions by the world’s central banks have greatly influenced global
asset prices so far this year. Artificially low interest rates continue to push investors out of cash and bonds and into
riskier assets, like stocks and real estate. Year-to-date, the S&P 500 has bounced back from its mid-February low and
is now just above breakeven for the year, advancing more than 6% in March alone. In fact, the Dow Jones Industrial
Average, another U.S. stock market gauge, just posted its biggest quarterly comeback since 1933 during the first quarter of 2016. World markets also rallied strongly after tumbling during the quarter and now also sit just above break
even for the year.

Currencies
Central bank policies have greatly impacted currencies as well.
Normally, when a country cuts its interest rates or prints more
money, the currency drops in value and that country’s goods are
cheaper, meaning its exports usually benefit. However, the recent “race to the bottom” in interest rate policy by the world’s
central banks has actually caused some of those country’s currencies to rise in value. The currencies that have appreciated the
most year-to-date are interestingly those of the countries who
have taken their rates into negative territory, which is worrisome for their central banks. One could conclude from this that
currency markets are no longer responding to policy. But a better explanation is probably that we are seeing an unwinding of
consensus trades that are overwhelming the impact of policy
(such as bets on a rallying US dollar, and on outperformance of
developed versus emerging markets).
Speaking of the USD, despite a rise of 11% against a broad basSource: Bloomberg, FactSet, Federal Reserve, MSCI, J.P. Morgan Asset Management.
ket of currencies last year, the dollar has fallen 2% so far this
year versus the same basket. The largest factor in the dollar’s moderation is likely the lowered expectations across the
market for the Fed to continue hiking rates. The prospect of higher rates led many investors to seek out U.S. assets before the Fed began to hike; volatility in markets and worries about the strength of the U.S. economy led many investors
to ratchet down their expectations of rate hikes.

(Continued on page 7)
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“Method in madness,” or madness in
method?
It’s obvious that much of what’s driving the
world’s capital markets is not investment
fundamentals. Policymakers stepped in to
“save the global economy” during the Financial Crisis, and they continue, in large part,
to be the ones calling the shots. It may be
madness that the future of the global economy is in the hands of a few dozen bureaucratic policymakers, but that’s the world that
we live in. But this doesn’t necessarily mean
that the world’s capital markets are a poor
place to invest. It just means that investors
need to know the rules of the game, who the
players are, and have a plan of action for
what to do if and when capital markets start
to take a turn for the worst.

Reading someone else’s copy?
Visit us on Facebook to get our New
Member—3 months FREE offer now!

Like us on Facebook!
https://www.facebook.com/USPFA

@USPFA1

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
changes are made automatically to your account?
The 401k Autopilot ProgramSM is offered through
Smith Anglin (not the newsletter). The firm provides
daily supervision, going beyond the newsletter recommendations. All this for a fee
smaller than the amount the
market often fluctuates in a
day. There is a $250,000
minimum combined 401k
plus any transferred accounts.
Get your free Autopilot
Starter Kit at
http://www.smithanglin.com/
401k-autopilotprogram/

Upgrade your 401k
Autopilot ProgramSM
with a Brokeragelink account. Remove the restrictions imposed within the
401k platform fund choices
and open your retirement savings to more investment opportunities.
 no longer limited to just
the funds in the Delta Plan;
you have access to hundreds of actively managed
mutual funds, exchange
traded funds (ETFs), and
even individual stocks
 freedom to trade without
fear of “frequent trading”
warnings; and ETFs,
stocks and similar securities are able to be traded
during a trading day
Services provided through
Smith Anglin, a Registered
Investment Advisor

Advertisement

 If you’re approaching retirement, NOW is the time to have a conversation 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
attached, free email course.
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