
Mid-year Musing 

2015 has been a remarkable year. It is easy to focus on the numerous 
challenges that we have seen this year, and we will address some of 
that in these pages, but we would also like to address some of the posi-
tive events that have occurred, in particular the ones that actually affect 
the capital markets. 

Employment has continued to improve and company earnings (in the 
U.S.) have grown, even if more slowly than in recent years. Energy 
prices remain attractive, which tends to have a very positive effect on 
consumer and business spending. 

The housing market continues to improve. February marked the 27th 
straight month of decreasing home foreclosures in the United States 
(RealtyTrac). The average sales price of homes is also near all-time 
highs.  

On a more personal level, there have been many successes in the lives 
of our clients. Some of you have retired, seen improvements in your 
employment, enjoyed the birth of children and grandchildren, and seen 
children begin independent lives in the profession of their choice. 

There are always challenges to face. The key to steady and successful 
financial strategies is to insure that these challenges do not over-
shadow the positive developments in our lives and the real progress 
being made. 
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The title of this section is a little misleading,, What we really want to look at is something we have 

discussed before, the difference between the economy (where we live and work) and the capital 

markets (where we send our money to live and work).  

 

The first half of the year saw improvement in many international stocks. This, despite the continu-

ing economic weakness overseas and more recent distress caused by the Greek debacle. In many 

conversations with clients we have addressed the importance of continuing to own international 

stocks as a part of sound diversification. We continue to think international stocks present good 

opportunities and are glad to have seen improvement from the lows reached last year. 

 

Many of our discussions of late relate to the state of the domestic stock markets. With more than 6 

years having passed since the lows reached during the financial crisis, it is natural to wonder 

whether the move past pre-crisis levels means that the market is overvalued. Our answer? Maybe. 

There are a number of ways to measure market valuations, usually by comparing the earnings 

generated by a company to what an investor pays for each share. At least a few of these measure-

ments indicate an overvalued market. 

 

This determination is based on historical averages for these price/earnings ratios. We feel that 

history can be very instructive, but if we are going to be careful in our comparisons we have to 

recognize we are in a unique period. Interest rates remain extremely low and inflation very tame. 

The international economy is in a period of transition and the US dollar is at its strongest point in 

years.  

 

Even as the stock markets have seen a strong recovery, for much of the past 6 years investors 

have favored bonds and bond funds over stocks. That trend has shifted, but rather late for many 

investors. The increased appetite for growth (and increased acceptance of risk) seems to have 

some pent-up momentum. These changes and trends mean that the stock markets may continue 

to appreciate in spite of the increasing valuations.  

 

At the time of this newsletter’s writing, U.S. markets have been affected by Greece’s troubles, 

Puerto Rico’s debt, and China’s market weakness. If worst-case scenarios play out in those areas, 

we might expect growth in U.S. company earnings to decline. But we would not necessarily expect 

earnings to start declining.  

 

We don’t know exactly how long these concerns will play out, or how investors will respond to 

them. Our recommendation is to continue to focus on the health of your personal economy and 

maintain the long-term focus that has always been the hallmark of successful investors. 

    A Tale of Two Economies  
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In the 4th Quarter  2012 edition of The Lowry Letter®, we wrote the following: 

 It should be pointed out here that very large businesses are often the greatest beneficiaries of 

 increased regulation.  They have the financial wherewithal to comply with new regulation. 

 Smaller competitors face steeper barriers to entry, which can stifle innovation.  As the regula

 tory burden increases and smaller businesses close, larger businesses can enjoy increased mar-

 ket share for their goods and services.  In this way we see how the intent of regulation, to pro-

 tect the helpless, sometimes seems to have the opposite effect. 

A recent Harvard Kennedy School study, highlighted at www.washingtonpost.com (2/9/2015),  

demonstrates how community banks have lost market share to large banks at an increasing rates. 

This loss of market share has come for a variety of reasons, including industry consolidation and the 

inability of smaller banks to satisfy more stringent regulations. Some of this comes from the normal 

rise and fall of risk-based enterprises, which banks certainly are. 

The authors, Marshall Lux & Robert Greene,  do contend that the 40 year trend of shrinking commu-

nity bank presence has been accelerated more recently by: 

 ȣ ÁÎ ÉÎÃÒÅÁÓÉÎÇÌÙ ÃÏÍÐÌÅØ ÁÎÄ ÕÎÃÏÏÒÄÉÎÁÔÅÄ ÒÅÇÕÌÁÔÏÒÙ ÓÙÓÔÅÍ ɍÔÈÁÔɎ  ÈÁÓ ÃÒÅÁÔÅÄ ÁÎ ÕÎ-

 even regulatory playing field that is accelerating consolidation for the wrong reasons (http://

 www.hks.harvard.edu/centers/mrcbg/publications/awp/awp37) 

A recurring theme in our Letter are the unintended consequences of government regulation (see 

“Policy, policy, policy” & “From the Archives” on page 7). They suggest that more careful cost-benefit 

analyses would be helpful, as would the improvement of existing regulations. A commission similar 

to the Base Realignment and Closure Commission (used to eliminate inefficiencies in military instal-

lations) could be appointed to review banking regulations and reduce costs borne by banks. Of 

course, as consumers we suffer the effect of bad regulation. We can think of many times when clients 

have mentioned their desire to have better banking relationships, The big banks are impersonal, 

cold, and run with ruthless efficiency. This has made them able to weather the regulatory morass, at 

the expense of better opportunities for their customers. 

The financial services industry is not the only place where complex, poorly written legislation has 

had a negative impact on consumer experience. Health care has also seen greater consolidation, 

more difficult rules, and what most would agree  is a less enjoyable experience for all involved. 

We expect a great deal from our legislators. We demand expertise on a wide range of issues that 

would confound even the most gifted and intelligent politician. As a result, many regulations are 

written with the implicit (or explicit) assistance of industry lobbyists and consultants. The trend 

seems unlikely to change, despite what would seem to be a logical need for Congress to spend time 

Achieving Simplicity® for their constituents. 
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    Survival of the Largest? 



One of the most under-emphasized and often overlooked types of insurance coverage is Disability 

Income Insurance. Sadly, the toll of a long-term disability can be financially devastating to an indi-

vidual and their family if proper provisions are not made beforehand. 

Disability Insurance (or “DI’ as we will refer to it hereafter) can be obtained in two ways: individu-

ally or as a group benefit through one’s employer or professional association.  Interestingly, most 

large employers offer this benefit to their employees as a perk, yet few take advantage of it, or un-

derstand its value. 

Individually-owned coverage can be superior for several reasons.  First, it is totally portable and 

does not expire or discontinue if one’s employment changes.  Second, the policy benefits typically 

are not subject to a reduction should one become eligible to receive government-sponsored benefits 

such as Social Security Disability or Worker’s Compensation.  Third, the benefits are often treated as 

non-taxable income due to the fact that the premiums are usually paid with after-tax dollars.  

Fourth, one can be covered in their field of specialty and therefore be eligible to receive full benefits 

of unable to perform “the substantial and material duties of their occupation”. 

The main negative to individual DI is its higher premium cost. 

Group DI, while much less expensive, usually provides only limited coverage for specialists. In other 

words, benefits will be reduced in proportion to any governmental benefits received, the benefit 

periods may be of a shorter duration, and if the premiums are paid by one’s employer then the 

benefits will be fully taxable as income to the recipient. 

Two additional variables are contract language governing what constitutes a disability, and the 

claims-paying history of the insurer providing the coverage. In short, there are insurers who look 

for reasons ‘to pay’, and then there are those who look for reasons ‘not to pay’. 

So how does one eliminate the potential for financial disaster if faced with a shot or long-term dis-

ability?  The risk is minimized by employing 2 tactics.  First, by seeking and following the advice of 

an independent, professional advisor, and second, by purchasing coverage while still healthy to do 

so. 

As with most financial considerations, professional advice, coupled with early action, can success-

fully mitigate the risk of financial devastation if you become disabled. 

If you are still working and/or not currently insured, or if it has been some time since your existing 

DI insurance contracts were independently reviewed, we invite you to call or email us so an ap-

pointment can be made to review your coverage and provide the reassurances and guidance you 

need in order to feel a greater sense of security that you have done all you can to protect your estate 

from unnecessary loss.   

    For Pennies on the dollar, Part 3: Disability Income 
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We know that Philanthropy (Charitable Giving) is an important priority for many of our clients. We 

are in the unique position to help facilitate some of this giving, whether it be to your Church, alma ma-

ter, or some other important cause or organization. 

We want to make you aware of a resource for charitable giving that we think may be helpful. There is 

a special kind of account, a Donor-Advised Fund (DAF), that gives the donor great flexibility about 

how and when they benefit the charities of their choice. 

When a DAF is established, the donors give the fund a name and designate an ultimate beneficiary, 

such as the United Way or a favorite university. This is the organization that would receive the assets 

in the fund if the donors were to pass away. 

The donor adds money or appreciated securities to the DAF, and receives the corresponding tax de-

duction for that contribution. The DAF now owns those assets, but the donor remains in control of 

when those assets are given to the charity of their choice. It may be one or multiple charitable enti-

ties, and it does not have to be the same as the ultimate designated beneficiary. For example, suppose 

Jane Smith owns $25,000 of Apple stock that is worth much more than she paid for it (not an unrealis-

tic scenario in the last 10 years!). She is ready to part with it, but wants to avoid the significant capital 

gains liability. She decides to establish the "Jane Smith Charitable Fund," designating Brigham Young 

University (Go Cougars!) as the ultimate beneficiary of her Donor-Advised Fund. She deposits the 

$25,000 in Apple stock and receives a deduction for the market value of that contribution. She is not 

ready to give the money to BYU yet, so the money is invested appropriately and awaits her instruc-

tions. 

Over the next year, the value of the Jane Smith Charitable Fund has increased to $27,000, Jane decides 

to give $5,000 to her local chapter of Junior Achievement and $5,000 to the Child Advocacy Center. 

She instructs the DAF to do so and checks are issued to those organizations in the name of the Jane 

Smith Charitable Fund. Her $10,000 in gifts leaves $17,000 in the DAF for future giving purposes. Jane 

can also change the ultimate beneficiary of the DAF at her discretion. 

There are some restrictions about which entities can receive distributions from Donor-Advised 

Funds, but in most cases the organization of your choice will probably be eligible. DAFs are an excel-

lent, lower cost alternative to private foundations, which have administrative and other expenses. 

DAFs are offered by several financial institutions, and many community foundations make DAFs 

available to their donors.. 

Donor-Advised Funds are not guaranteed or FDIC insured, and are subject to loss and volatility con-

sistent with the performance of their underlying securities. We suggest speaking to your tax profes-

sional about charitable giving and any benefits or issues presented by your unique situation. 

    A Million Ways to Give 



The Joes were busy during the 2nd quarter, at-
tending meetings and conferences in Denver, 
Sarasota, Scottsdale, and New Orleans. In addition 
to taking place in beautiful and enjoyable places, 
the professional education and insights are valu-
able. We seek these opportunities to network with 
other like-minded advisors, who are also helping 
their clients navigate these interesting times. 

We held our first "Shred It & Forget It" event in 
May and enjoyed visiting with those who at-
tended. We secured the services of a Shred-it 
truck for on-site document shredding. In addition 
to helping many of you dispose of excess paper-
work, the materials are recycled. The need to be 
careful with personal data is greater than ever, 
and we intend to hold the event again next year. 

In August, Bea and Wendy will attend Common-
wealth’s Advanced Topics Symposium. This event 
is designed specifically for advisory office staff and 
allows them to learn and share best practices with 
their counterparts at other advisory firms. You 
will not be surprised to learn that both are often a 
great resource for the other staff at this confer-
ence. 

In May, Lowry Financial Advisors was the present-
ing sponsor for the 12th annual Gainesville Jazz 
Festival, held at the Tioga Town Center. We have 
enjoyed supporting this event for the past three 
years and continue to enjoy the location of our of-
fice in this beautiful part of the Gainesville area. 

We neglected to mention that Joe Sr. was selected 
as an Impact Award winner at the end of 2014. 
The Impact Award “recognizes those individuals 
in the community that have motivated, educated, 
inspired and altogether had a positive impact 
on our business community.” 

During 40 years in business, first in Miami, and for 
the last 26 in the Gainesville area, Joe Sr has been 
a great example of service in business and com-
munity organizations. We congratulate him for 
this honor and appreciate his critical role as the 
founding member of our firm. 

    Practice Notes 

 

Q: How much should I worry about the Greek 

fiscal crisis? 

 

A: To answer this question we’re going to 

steal a bit from Commonwealth’s Brad 

McMillan: 

 

From an economic point of view, Greece simply 

ÉÓÎȭÔ ÂÉÇ ÅÎÏÕÇÈ ÔÏ ÍÁÔÔÅÒȢ 2ÁÔÈÅÒȟ ÉÔȭÓ ÉÍÐÏÒȤ

tant for two noneconomic reasons: the sys-

temic risk it represents today, and what the 

ÏÕÔÃÏÍÅ ÏÆ ÔÈÅ ÃÒÉÓÉÓ ÃÏÕÌÄ ÍÅÁÎ ÆÏÒ %ÕÒÏÐÅȭÓ 

future. 

(http://tinyurl.com/o2q4wub). 

 

So Greece matters, less because of Greece 

and more because of the precedent it might 

set for future, maybe near-term, crises in 

other European Union members. We are not 

surprised that the E.U. is facing this issue. As 

Brad mentions in the same post: 

 

Unlike with Lehman, everyone sees this one 

coming, and European regulators and govern-

ments have been building firewalls for years. 

The better comparison (hopefully) is with Y2K, 

where wide knowledge of a pending problem 

enabled everyone to prepare. 

 

We will be watching events as they unfold, 

but our investment philosophy has not been 

altered by these recent developments. 

 

3ÅÎÄ ÙÏÕÒ ÑÕÅÓÔÉÏÎÓ ÔÏȣ 

jlowryjr@lowryandlowry.com 

®  
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We continue to be frustrated by the state of America’s public policy. Uncertainty in this area, as well 
as our complex tax code (including unwelcoming corporate tax rates) continue to make business 
success more difficult than it has to be. 

On matters of policy, we continue to focus on the role of incentives (see page 3 of this letter). We op-
pose any policies that place disincentives on retirement savings. We consider restricting contribu-
tions to 401k plans to be bad policy, as it would have a ripple effect on rank-and-file savers, whose 
employers offer such plans due to the ability it gives them to invest heavily for their retirement. 

Likewise, the president’s proposal earlier this year to tax the growth within 529 College Savings 
plans was very ill-thought. If passed, it would have made the use of such plans much less attractive, 
and this coming at a time when college tuition and related expenses are growing more quickly than 
many other expenses. It is true that many owners of 529 plans are more well-off than the average 
American. What news reports on the proposal often fail to mention is that 100% of every dollar go-
ing into 529 accounts has been taxed. That money grows tax-deferred unless used for qualified edu-
cational expenses (as defined by the IRS). When used appropriately, withdrawals are not taxed. 

The ballooning amount of student loan debt represents a significant financial risk for our economy. 
Making saving for college more attractive, not less, should be a policy priority for our elected lead-
ers. 

We should note that these are not really new concerns. Policy and politics go hand-in-hand, and the 
economic engine we rely on continues to roll forward.  

Recent Supreme Court rulings have provided some clarity on issues like Same-sex marriage and the 
Affordable Care Act. The slow development of the latter will continue to have an impact on business 
decisions in the coming years, while the former will make it easier for same-sex couples to prepare 
for retirement, tax strategies and estate planning. 

The long presidential electoral season will provide any number of good and bad policy proposals, 
but expect that our focus on sound investment principles will not be  greatly affected by  these pro-
nouncements and pontifications. We hope you enjoy the show! 
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Policy, policy, policy 

From the 3rd Quarter 2010 edition of The Lowry Letter®:  

Ȱ!Ó ×ÉÔÈ ÁÎÙ ÍÁÊÏÒ ÇÏÖÅÒÎÍÅÎÔÁÌ ÁÃÔÉÏÎȟ ÓÕÃÈ ÁÓ ÔÈÅ ÈÅÁÌÔÈÃÁÒÅ ÌÅÇÉÓÌÁÔÉÏÎ ÏÒ ÆÉÎÁÎÃÉÁÌ ÒÅÇÕÌÁÔÏÒÙ 
overhaul, there are always unintended consequences. We continue to feel that the chances of a double-
dip recession occurring are fairly slim. The momentum created just by the return to some level of eco-
nomic normalcy following the financial crisis should be sufficient to provide continued, below-average 
economic growth. Company earnings and economic activity continue to improve from the abysmal lev-
els reached in 2009, and corporate balance sheets are largely are at their most cash-rich levels in dec-
ÁÄÅÓȢȱ 
 

From the Archives 
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If you are like us, you have accounts and memberships on many websites ranging from banking 
to social media. What happens to your digital footprint if you are gone? You may have prepared 
a will and other legal documents to address your tangible and financial assets, but not consid-
ered a strategy for the disposition of your online identity. Do your loved ones have a way to ac-
cess and take control of these digital assets? 

We suggest the following steps to get started. 

1. Make inventory of your digital assets and how to access them: this includes hardware like 
computers, phones and tablets, as well as accounts like Facebook and banking, credit, or in-
vestment accounts. 

2. Find a safe place to store this information: this might be done with an attorney, through an 
online storage site, or in a secure physical location. 

3. Name a “digital executor.” This may not be a legally binding designation, depending on the 
law where you reside, but will still provide clarity about who is the “decider” on these mat-
ters. 

4. Write out instructions for what should happen to your digital assets: this can be as detailed 
or simple as you desire. 

While not the most enjoyable subject to consider, preparation in this area will provide peace of 
mind to loved ones and ensure that identify theft and other problems do not arise. Please let us 
know if we can help you address this increasingly important matter. 

Digital Estate Planning 


