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CAPTAIN’S BRIEFING:
« NO CHANGE in the models.

It’s becoming more common to hear the
Bears calling for a big drop. Why do they say
that? Well, first they hope to be right, which earns a
lot of street cred. It’s an easier call to make because
risk increases as asset prices move higher. Stocks
have come a long way from the first quarter of 2016
(not to mention '09), when markets reacted very
poorly to the Fed’s first interest rate hike. If you
timed it right and bought the S&P 500 on February
11, 2016, you’d be up over 35% in price return alone.
That’s a pretty big move in less than 18 months. So,
yeah, you might feel really good about calling this a
top.

Bear markets are a real part of the cycle, and the Fi-
nancial Crisis made that fact unforgettable. Maybe
that’s why more strategists are telling us to look over
our shoulders. Wall Street firms were repackaging
subprime mortgages into new investments to sell,
and then they repackaged those repackaged invest-
ments and sold them again. It’s dizzying, and it flew
under the radar until things blew up.

What if we had some way to keep things in check?
Well, born alongside the Financial Crisis was a new
technology, one which in a sense is like a truth ma-
chine. It may not have prevented the myriad of de-
rivatives created from sub-prime debt, but it could
have helped in other ways. Let’s take look at recent
economic and market data to help us get a better
sense of where we stand today, and we’ll return to the
truth machine.

U.S. ECONOMY

Overall economic data continues to be mixed however the data
is broadly more positive than negative. Second quarter GDP 120 1
was revised up to 2.6%, and consumer confidence increased to
118.9 while consumer sentiment dropped a few points to 93.1.

Housing data is mixed with existing home sales slumping atad 80
recently, however starts rose to 1.2 million. The housing mar-
ket in many parts of the country is underbuilt so it's not a sur-

prise that home prices have continued to drift higher.

The labor market remains strong even though unemployment 20 -
inched back up to 4.4%, and Americans are unusually positive

on the job market. The consumer confidence survey offers in- 0
sights on attitude toward jobs, and we’re up at a 16-year high

as can be seen in this chart.

Confidence in the labor market is at a 16 year peak
Jobs plentiful minus jobs hard to get diffusion index, SA
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US Economy (Continued from page 1)

This kind of optimism is a big plus for the economy, but you also might wonder how much better the jobs market

can get before an eventual slump shows up in the data.

The main source of economic uncertainty has been politics as investors are now questioning the reality of the new
administration’s electoral agenda. The GOP failed to repeal Obamacare in July, and Senate Majority Leader
Mitch McConnell quickly declared that it was “time to move on.” President Trump’s Twitter feed suggests that
healthcare will not be an orphaned policy priority, but most expect the focus to shift to tax legislation. These un-
certainties that have also caused recent weakening in the US Dollar, which is probably a good thing since it has

strengthened so much in the past few years.

INTERNATIONAL

Improving economic and earnings data in international markets
are helping drive international equity markets upward, too. Eu-
ropean and Chinese manufacturing data showed healthy activity
although China’s numbers slowed a bit, and Japan’s Tanka sur-
vey of business confidence reached a 3-year high. The largest
economies across the globe are now showing coordinated
growth in 2017, and like the U.S. the looming risks are political
and/or legislative.

The troubles continue for Venezuela as the U.S. instituted a ban
on Venezuelan oil in order to punish the corrupt President Nico-
las Maduro. Venezuela is one of the most commodity rich con-
tinents on the planet, but leadership and a stable government are
lacking. Nearly a year after the historic Brexit vote, the U.K.
has acknowledged its financial obligations to the European Un-
ion. The initial estimate is to the tune of €100B, but that num-
ber will be the subject of debate. Aggressive shows of force are
also becoming more common between the U.S. and North Ko-
rea, and tension remains high. Lastly, the Russians can’t stay
out of U.S. headlines, and the U.S. is set to slap a new set of
sanctions on Russia for 2016 presidential election interference.

STOCKS

The major U.S. benchmarks all continued their up-
trends, and a few new all-time highs were sprinkled
throughout July. The forward 12-month price-to-
earnings multiple (P/E) for the S&P 500 is 17.7,
which is above the 5-year average of 15.4 and the
10-year average of 14.0. Close to two-thirds of
S&P 500 companies have reported earnings for Q2,
and the blended earnings growth rate is at 9.1%.
How’s it happening? Well, companies are increas-
ing their revenues, and they’re utilizing technology
to improve sales. Companies are leveraging tech to
figure out what business strategies aren’t working.
Think about it. If you can reduce the amount of
time you spend on bad business strategies, then nat-
urally you spend more time on good strategies, and
time is everything.

Looking forward, dollar softness and coordinated
global growth offer a couple of tailwinds for stocks,
and corporate tax reform could play a big role cata-
lyzing the next leg up in markets.

CENTRAL BANKS
At the beginning of 2016, many economists predicted  ,

tightening monetary policy from the Federal Reserve I'|'\"

LW

while the rest of the world remained loose. This was d
called Policy Divergence (sounds serious, right). The "W
Fed prediction has been accurate as they will continue T
moving rates higher at a cautious pace. Meeting
minutes from the Federal Reserve’s June meeting re-
vealed a split among policymakers on the timing of
balance sheet normalization, while suggesting the
bank plans to maintain gradual rate hikes. The USD
fell to its lowest level in over a year after the Fed sig-
naled its balance sheet reduction would start in the

fall.
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The European Central Bank recently messaged that it will discuss tapering its stimulus program this fall, and global growth
may cause more countries to follow along with similar tightening policies. However, some countries remain entrenched in
loose policy. For example, the Bank of Japan increased bond buying early in July, and they show no signs of slowing.

The new realities of central banking have created some volatility in bond markets. Yields remain quite low, but they are
poised to move higher. It is also worth noting that the Obamacare Repeal failure left the Medicare excise tax of 3.8% on net
investment income in place. Municipal bonds may appear more attractive for the near term, but that all depends on what a

new tax bill might mean for taxpayers.
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Velocity Composite™ Fund Score Ranking

#6901 Vanguard Instl Extended Market Tr 914 8.57% 1.10% 2.65% APPROXIMATE
#6900  Vanguard Institutional 500 Index Trust 912 11.60% 2.07% 4.15% ok
#6904 Vanguard Inst Tot Intl St Mt Ix Tr 876 18.77% 3.45% 7.12% Dates
#1680 Vanguard Target Ret 2040 Tr Sel 862 12.50% 2.21% 4.59% 9/6/17
VPMAX Vanguard PrimeCap Fund Admiral 821 15.57% 0.89% 5.18%

VWNEX  Vanguard Windsor Fund Admiral 786 10.74% 1.78% 4.57% 10/4/17
VWILX Vanguard International Growth Adm 739 30.91% 5.38% 11.44% 11/3/17
#6903 Vanguard Inst Tot Bond Market Index Tr 696 2.83% 0.40% 1.11% 12/5/17
VWENX  Vanguard Wellington Fund Admiral 690 7.49% 1.22% 3.12%

VMCIX  Vanguard Mid-Cap Index Fund Inst 667 11.05% 1.74% 3.35% 1/4/18
VSCIX Vanguard Small-Cap Index Fund Inst 660 6.92% 1.11% 2.20% 2/5/18
VTRIX Vanguard International Value Fund 627 18.49% 3.66% 6.84%

VSCGX Vanguard LifeStrategy Consrv Grwth 623 6.77% 1.25% 2.56%

VSMGX  Vanguard LifeStrategy Mod Growth 583 9.18% 1.63% 3.40%

#1686 Vanguard Target Ret Income Tr Select 569 5.32% 0.95% 1.92%

#6560 Janus Core Plus Fixed Inc CF 540

VIPIX Vanguard Infla-Protected Sec Inst 397 1.42% 0.48% -0.44%

#1795 Vanguard Target Ret 2065 Tr Sel 300 New fund in plan

*** Target Date & International Fund Notes: Vanguard is now limiting ownership of Target Date Funds to one at a time. After a review of our trading
history, the system has used two maturities the most: 2040 and 2010. For this reason, we are keeping these and eliminating the rest from the system rank-
ing. This makes the system easier to follow.

Definitions & Notes: 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. The actual price history of each fund is used
to calculate the score.

« NO CHANGE in the models.
Symbol/# Fund Name Allocate
VMRXX  Vanguard Prime Money Market Adm 60.00% | * READ: If your 401k plan has any trading restrictions,
#6901 Vanguard Instl Extended Market Tr 10.00%
#6900 Vanguard Institutional 500 Index Trust 10.00% | ° IN' A MONTH WITH TRADES—
#6904 Vanguard Inst Tot Intl St Mt Ix Tr 10.00% THE NEW FUNDS WILL BE HIGHLIGHTED IN YELLOW
#1680 Vanguard Target Ret 2040 Tr Sel 10.00%
100.00% you must keep track of your buy and sell orders.
e Future Contributions: The models work smoothly if you direct
ALL future contributions into the money market account. Then,
Symbol  Fund Name Allocate they will be automatically invested into the correct allocation when
VMRXX Vanguard Prime Money Market Adm 36.00% you make changes to follow a model.
#6901 Vanguard Instl Extended Market Tr 16.00%
#6900 Vanguard Institutional 500 Index Trust 16.00% Lo rrrrrr e s T T T T T T TS
#6904 Vanguard Inst Tot Intl St Mt Ix Tr 16.00% E > Are you 59 1/2 or older? Unlock the hidden
#1680 Vanguard Target Ret 2040 Tr Sel 16.00% -

: growth potential of your 401k assets!
100.00% -

:  Younow have the opportunity to do a Retirement Rollover intoa =
: personal IRA. Starting at 59 72 you are able to move a sizable portion :
: of your 401k, which is called an In-Service Rollover (ISR). Break the

Symbol  Fund Name Allocate = hai £ th 1 thi 401K ol dh rol
VMRXX Vanguard Prime Money Market Adm 19.00% chains o ¢ Tuies within your plan .an S
. your hard earned money in an IRA.
#6901 Vanguard Instl Extended Market Tr 27.00% :
#6900 Vanguard Institutional 500 Index Trust 27.00% : Call today, toll free, at 1-800-301-8486 to learn more about the
#6904 Vanguard Inst Tot Intl St Mt Ix Tr 27.00% - benefits of doing an In-Service Rollover.

100.00% Provided by Smith Anglin, a Registered Investment Advisor
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Bull Bear Oscillator

Fear & Greed Index

vs. S&P 500 Index

Investors remain upbeat on the stock
market as earnings season heats up.
So far about two thirds of S&P 500
companies have reported earnings,
and a strong majority have beaten
both earnings and sales estimates.
Stock market volatility remains ab-
normally low, and momentum still
appears to favor longs over shorts.
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Trading was halted on FedEx stock at the end of July due to
news of a cyber attack. The attack impacted TNT Express,
which FedEx acquired in 2016. The impact on revenues is
expected to be substantial, but the stock is still within 5% of
its 52-week high.

FedEx Pilots 401k Plan (as of July 31, 2017)

Performance Stats

YTD 1 Month 1 Year
Conservative Model 4.29% 0.93% 5.63%
Annualized
Moderate Model 6.76% 1.43% 8.33%
Annualized
Aggressive Model 9.21% 1.78% 11.12%
Annualized
S&P 500 11.59% 2.06% 16.04%
Annualized
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3 Years 5 Years 10 Years Inception
7.67% 21.68% 21.22% 70.79%
2.49% 4.00% 1.94% 3.20%

15.91% 37.05% 40.12% 144.77%
5.04% 6.51% 3.43% 5.41%
30.98% 43.61% 61.05% 217.07%
9.41% 7.51% 4.88% 7.02%
36.29% 99.22% 110.73% 140.97%
10.87% 14.78% 7.74% 5.31%
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CAPTAIN’S

TABLE

WOW - August already! Where has the
summer gone?

I can't believe that it is time for school and college to get
cranked up again in a matter of weeks. I personally
have two going back to college this year. They are both
attending Baylor, as I did, and it is great to be able to
share the Baylor of my college years and the Baylor they
are experiencing. The expense of putting two through
college can be a serious budget killer though. Thankful-
ly my wife and I had planned for paying for their college
in advance. We used what I believe to be one of the
best financial planning opportunities available to us as
investors.

This month I would like to discuss the 529
Plan.

I feel like this applies to all of us in our roles as parents
(young or old) or grandparents.

What is a 529 Plan?

It is a state sponsored educational savings plan that
allows for TAX FREE growth of assets that are set aside
for education of a specific beneficiary. These plans are
also commonly known as “qualified tuition plans”.

529 Plans can be used to meet costs of qualified colleges
nationwide and are not limited to the plan sponsored
by your state of residence. You can be a resident of
Georgia and participate in a 529 Plan sponsored by Vir-
ginia and your beneficiary can attend college in New
York. (However, please evaluate the benefits of using
the 529 Plan sponsored by your resident state as many
times there are state specific advantages.)

The top benefits of the 529 plan are:
A. Tax Benefits

- While your contributions are not tax deductible on
your federal income tax return, your investment
grows tax deferred and distributions for college costs
of the beneficiary are distributed TAX FREE thus the
investment gains are never taxed if used for college
expenses.

-Many states offer tax breaks in the form of up front
tax deduction or credits against your state income tax
obligation.

B. Donor Retains Control of the Funds

- The donor controls the decisions of the account in
regard to investment choices or distributions.

- You have the ability to reclaim the funds should you
decide the funds aren’t needed for the beneficiary.
(Please be careful as there are special income tax con-
sequences if the funds are withdrawn and returned to
the donor.)

- The donor has the ability to change the beneficiary
to another qualifying family member if needed.

C. Donor Reduces Taxable Estate

- The money in the 529 Plan is not included in the
donor’s estate. This is especially important if you
have a taxable estate (i.e. total net worth over $5M)

D. Flexibility

- 529 Plans are portable and can be transferred be-
tween plans and rolled over much like an IRA. If you
believe another state sponsored plan provides better
options you can transfer without penalty.

E. Substantial Funding Permitted

- Anyone is eligible to participate in a 529 Plan and
the contributions limits, which vary from state to
state, can allow for up to $300,000 in contributions
per beneficiary. There are no income or age re-
strictions.

If you want to get started, please research if your state
has its own state sponsored plan and then evaluate the
benefits of that plan. Next, compare those benefits to
other plans sponsored by other states. Typically, the
large investment companies partner with individual
states to provide 529 plan solutions. (I believe that al-
most every state has at least one 529 Plan solution
available.) This would include funding limits, invest-
ment options and state tax benefits.

?
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I Strongly encourage you to consider b{} Chris Lott, CFP®, CPA is a Managing Partner at
using the 529 Plan as a solution to save /x‘\‘ § Smith Anglin Financial, and is a member of the firm’s

and fund college education for your Investment Committee. He regularly meets with pro-

children and grandchildren. The bene- %ﬂ )’ “63"‘ spective clients, counsels existing clients, leads invest-
fits outlined above are just a sample of werun ment portfolio analysis and develops materials for com-
the planning opportunities these plans ' municating with the firm’s clientele and target markets.
provide.

Experts at the Captain’s Table: All members have a wide and
Have a great month and if you have specific questions, feel ~varied background in all areas of wealth management. Most

free to reach out to us via email or blog on the website. importantly, the members have worked extensively with pro-
fessional pilots at American, Delta, Federal Express, South-
%‘u west, 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.

Ol price and S&P 500 performance have decoupled COMMODITIES
S&P 500 price and WT| crude oil price, daily % change

2500 - 60 It’s been a bumpy ride for oil, but reports from early July showed big
' draws on inventories and the month started with a small bounce in crude.

- so However, OPEC compliance to its own supply cuts fell to 78%. Oil-

dependent countries are really struggling so any short-term bump in pric-
L 40 es has made it difficult to maintain compliance. Following the likes of

Saudi Arabia, Abu Dabi is now looking to sell a portion of the state-owned
| 5 0il company via IPO. The writing is on the wall, and the sustained glut
has BP CEO Bob Dudley planning for $50 oil for next 5 years. Oil prices
e _ . ' Crdeciprn v|  showed strong correlations to the S&P 500 in recent years, but that is now
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The Truth Machine

Bitcoin became the first cryptocurrency, and now its ' |

Bitcoin Investment Trust Price % Change | 450.0%

blockchain technology is what some have described M—d
as a truth machine. Explaining Bitcoin is very tech- Y N
nical, but ultimately, it’s very similar to modern | " | 2s00%
banking in that it relies on your faith in a third party

to account for your money. For example, John has a 1 V,J IS0
regular job, and his employer pays him. His employ- ;

er makes a direct deposit into John’s account for the A e
salary due. John trusts a bank(s) to facilitate the M s i e

transaction only knowing what he sees when he

checks his account online or through the bank app 5e0 16 Hov 18 Jan 17 War 17 May17 a7
on his phone.

141.1%

AR

-50.0%

Bitcoin went a step further, creating a system where all users see all accounts. The term “blockchain” is used for
the technology where the transactions are recorded and maintained. Accounts are anonymous, but every user can
see and question every single transaction, leaving little room to cheat. The transactions are recorded on e-ledgers,
and those e-ledgers become nearly impossible to manipulate. That’s where things get very technical, and you can
read the detailed explanation HERE. It’s like a technofied honors system.

Cryptocurrencies get a bad reputation because they’ve been associated with seedy activities on the dark web.
There’s been some major volatility recently for those reasons, but there is real progress being made to normalize
the use of cryptos and blockchain technology. And some like the cryptos because they simply don’t like the major
currencies backed by countries with massive debts. The appeal of cryptocurrencies lies in allowing you ultimate
control over your money, with fast secure global transactions, and lower transaction fees when compared to all
existing currencies. The future of blockchain is unpredictable, however the technology holds massive potential
with applications in the cloud, digital identity safety, payment processing, voting, land registries, and maybe even
tracking taxpayer dollars. Surely, the field of play will evolve so stay tuned for updates.
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Discipline

The presidential election started what many have called the Trump Rally in stocks, but there’s been more going on under
the surface. The S&P went through a rough patch of negative earnings growth from the beginning of 2015 through Q3
2016, but we've now turned a corner and are looking at 2 going on 3 consecutive quarters of earnings growth. Let that
sink in... three quarters of earnings growth without any help from legislation. We can give credit to election optimism
however, as “animal spirits” helped markets to trade higher alongside earnings data and economic reports, and now we're
logging new all-time highs on a regular basis.

Enter stage right: the Bears. We've written about the “unintended consequences” of interest rate manipulation (a la QE)
and the trillions of sovereign debt across the globe. Generally, low interest rates do mathematically send prices higher for
risk assets. You could look at all-time highs and the geo-political uncertainties, and you could decide to join the Bears,
but we suggest you take a step back for a moment. First, regarding all-time highs and rich P/Es, remember that averages
are just that... averages. Everything fluctuates: GDP, inflation, unemployment, and P/E multiples. There are stretches of
time where the multiple goes low and stays low (think '08-'09 time frame), and there are stretches of time where the mul-
tiple increases and stays above longer term averages (we're there now). The Bulls say that momentum is in favor of
stocks, and most major central banks are still accommodative with plans to very slowly normalize monetary policy
(keywords “very” and “slowly”). Second, regarding geo-political events and those that might worry about something like a
massive attack from North Korea, let's go back to 9/11. Markets remained closed for several days following the attack,
and the first trading day that opened saw a 7% decline in stocks. However, within a few weeks the S&P 500 was back to
pre-9/11 levels. No one could have predicted it, and you didn't have to wait that long to recover from it.

How do we move forward? Acknowledge the risks but don’t ignore the data. Eventually, markets will broadly turn down,
but economic and business conditions don't change overnight. Be focused; be consistent; and remain disciplined.

Unlock the hidden growth potential of

Manage My 401k for Me!
your 401k investments

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 Program®" is offered through Smith

Your FedEx plan allows you to do an In-Service Rollo-
ver out of your RSP at age 59 1/2 AND NOW the funds
that were previously in your MPP at 62. Get bettercon-

trol and flexibility of your retirement assets by moving them
off the platform. Break the chains of trading restrictions
and red tape.

Anglin (not the newsletter). The firm provides daily supervi-
sion, going beyond the newsletter recommendations. All this
for a fee smaller than the amount the market often fluctuates

ina day. There is a $250.000 minimum combined 401k plus
any transferred accounts.

Get your free Autopilot Starter Kit at
http://www.smithanglin.com/401Kk-autopilotprogram/

That’s exactly what The 1-Step In-Service Rollover™™
does for you. With one simple call, we help you transfer
your ISR funds to an IRA where they can be invested into
more diverse and better performing portfolio models! This
is what pilots have been telling us they need and want.

$250.,000 minimum.
Call today, toll free, at 1-800-301-8486.

Services provided through
Smith Anglin, a Registered
Investment Advisor

Like us on Facebook!

o Mz ||Reading someone else’s copy? [u]?
Visit us on Facebook fo get our New i

Member—3 months FREE offer now! https://www.facebook.com/USPFA

@USPEA1

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?

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.

THE ADVISOR NEWSLETTER is published each month by US PILOT FINANCIAL ASSOCIATION, INC., 17738 Preston Rd., Dallas, TX 75252, 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 2000-2017, USPFA, INC, all rights reserved.
www.USPFA.org
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