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We are Witnessing the Evolution of Our Economy
The unprecedented stimulus provided by Central Banks
and Governments has morphed itself into negative interest
rates, high debt levels, and rising asset prices. The economy
has been transforming into a new economic model, which
is both exciting and daunting. Before we dive into our
thoughts let’s review the previous economic stages:

Stage 1

The Pre-Industrial Age was characterized by a
farming economy. Goods and services were produced
and consumed locally. The population was small and
productivity was low.

Stage 2

The Industrial Age was characterized by
innovation and a surge in jobs. Revolutions in transportation
greatly enhanced the flow of goods and services. Wages
were the real driver of wealth and economy in the early
stages. As more people joined the workforce, it allowed for
an increase in spending and a boom in the economy. The
main driver of the economy during the second phase of this
stage was debt. This started in the early 80s as access to
credit was greatly enhanced and allowed the economy to
swell by a massive expansion of borrowing.

Stage 3

Now we arrive at the evolving economy of
today. Wages have stagnated for some time and debt has

mushroomed to such a level that even rates below zero
can’t stimulate the world economy. Rising asset prices
(stocks, real estate, and bonds) are the driving force behind
economic growth today. Central Banks and Governments
are aware of this transformation and are doing everything
in their power to support asset prices, as this is the main
engine powering the economy. We feel the next recession
will be driven by a fall in asset prices, but that could be far
into the future.
We continue to believe that growth and, congruently,
investment returns will be lower than historical averages.
The underpinnings of the economy are fair therefore Central
Banks remain supportive. We maintain that the likelihood of
a near-term recession is fairly low and due to extremely low
interest rates is not expected to be met with a “melt-up” in
the equity markets.
Likely the real danger in these markets is being either too
euphoric or too pessimistic—One or the other extreme
could lead to damaging outcomes due to inevitable market
volatility. Negative interest rates conflict with the concept of
“the time value of money,” which emphasizes the importance
of diversification during this evolutionary period.
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EVERYONE AROUND THE GLOBE IS
ON THE GRAND NEVER RECESSION
EXPERIMENT. —GEREMY VAN ARKEL

Key Planning Ideas
Entering the Last
Quarter of the Year
Advanced planning is a crucial component of
building wealth. We want to highlight three of the
factors of an advanced plan: Wealth Enhancement,
Wealth Transfer and Charitable Giving. The following
are some core items to focus on or expand with your
advisor:

IF YOU FAIL TO PLAN,
YOU ARE PLANNING TO
FAIL. —BENJAMIN FRANKLIN

WEALTH ENHANCEMENT

° Full or Partial Roth Conversions
° Utilizing the 0% Capital Gain Rates for
Low Income Years
° Asset Location and Distribution Planning

WEALTH TRANSFER

° Gifting Strategies
° Preparing for changes in Transfer Tax rules.
Polls are showing the majority of Americans
favor a wealth tax. Estate planning has been on
the back burner, but that could change in the
years to come.

TECHNOLOGY UPDATE:
WE NEED TEST USERS

CHARITABLE PLANNING

° Qualified Charitable Distributions from an IRA
° Charitable Donor Advised Funds

Please make sure to get us a copy of your tax return
if we don’t have it on file. If you haven’t gone through
our process, sit down with us to develop your
personalized financial plan. We are about more than
just the management of your investments, take
advantage of the services we provide.

Our new portal and client mobile app
are making progress. If you have an
interest in being a test user before our
“Go Live” date please let us know. We
would like to get some feedback from a
few of our clients.

