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VIEW From The Lighthouse—2014 2nd Quarter 

Please remember to contact Beacon Financial Advisors, Ltd. if there are any changes in your financial situation or investment objectives, or if you wish to impose, add, or modify any 
reasonable restrictions to our investment management services.   A free copy of our FIRM BROCHURE (Form ADV, Part 2) is always available upon request. 

An important note:  Where reference is made in VIEW to Beacon’s relative performance, or individual mutual fund performance, it applies to fully invested portfolios for the period.  
Actual results vary among clients, as risk tolerance levels and the timing of asset purchases & sales are unique to each of our clients.  Each client’s unique results are revealed in the 
performance reports inside their Investment Review.  Clients are urged to compare the custodians (Schwab Institutional et al) account statements with Beacons reports. 
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About Beacon  
Financial Advisors Ltd. 
Beacon is an 
independent fee-only 
advisor with a clear 
mission statement:   
To provide our clients 
long-term value-
added financial 
counsel and 
investment 
performance with 
exceptional service.  
Beacon is a 
Registered Investment 
Advisor with the US 
Securities and 
Exchange Commission. 

 
Beacon’s Advisors 
MARCEL HEBERT has 
a B.S. in Finance, an 
M.B.A., and is a 
Certified Financial 
Planner (CFP) licensee 
and a Chartered 
Financial Analyst (CFA) 
charterholder. 
 
JOSH HEBERT has a 
B.S. in Accounting, an 
M.B.A., and is a 
Certified Internal 
Auditor (CIA) and a 
Certified Financial 
Planner (CFP) licensee.   

W ith apologies to fans of World Cup soccer, this writer doesn't’ get it—Team USA defeats Ghana, ties Portugal, loses 
to Germany, and advances to the Sweet Sixteen with ESPN declaring soccer is here to stay in the USA.  Perplexing as 

that seems, it reminds us at BEACON how investing often is confusing even to some of our clients.  And why not?  Sometimes stocks decline 
after “good” news, or rise in the face of “bad” news (e.g. climbing “walls of worry”).   In fact, “headline” news is a terrible barometer for 
investing signals.  For example, just recently the US Bureau of Economic Analysis (“BEA”) made a third (3rd) and final revision to 2014 Q1 US 
economic output at –2.9% (a very large economic contraction).  The “headline” news announced the US was in danger of re-entering 
recession.  And yet, as the chart on p. 4 reveals, the S&P 500 Index advanced over 5% in Q2 so clearly the stock market didn’t get the memo.  
The “headline” business and economic news rarely provides sufficient context for investors to make informed investment decisions.  
Investment markets digest the “future”, not the past or present.  There is no substitute for diligent, painstaking research.         (continued page 2) 

MAKING SENSE OF SOCCER...INVESTING: Commending Our Clients For Persevering 

“...headline” news is a terrible barometer for investing signals...“headline” business and economic news rare-
ly provides sufficient context for investors to make informed investment decisions.” 

Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot 

be made directly in an index. © 2008 Morningstar, Inc. All rights reserved. 10/1/2008

Hot-Hand Fallacy: Chasing Fund Performance 

Wealth versus cash flows 2004–2013

Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot 

be made directly in an index. © 2014 Morningstar. All Rights Reserved.

• Growth of $10,000

• Cash flows

10-year fund total return = 8.9%

10-year average investor return = −12.4%
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MAKING SENSE OF SOCCER...INVESTING: Commending Our Clients For Persevering 
(continued from page 1) 

per·se·vere  - to continue doing something or trying to do something even though it is difficult in a state, 
enterprise, or undertaking in spite of counterinfluences, opposition, or discouragement.                  MERRIAM-WEBSTER 

  

“If you don’t know who you are, the stock market is an expensive place to find out.”                          GEORGE GOODMAN                             
 
On March 9, 2009 the S&P 500 Index hit bottom at an intra-day low of about 666.  As of this writing, the S&P 500 is nearing 2,000 as we recently celebrated it’s 5th 
birthday.  In the midst of the “Great Recession” all through 2008 and into early 2009, “market stress” ensured lots of difficult days and sleepless nights for our 
clients and BEACON.  We’re thankful for the recovery of client-portfolio values.  It is crucial to remember that successful investing tests our resolve and demands 
perseverance.  Our clients had the perseverance to adhere to their investment plans and, as a result, their “paper” losses were fully recovered.  We all learn from 
past experiences, and while the “Great Recession” was a period some would like to forget (especially those that had permanent losses), we know there will again 
be stressful times when those hard-learned lessons will need to be reapplied.  Balanced, global portfolios based on client-goals remains BEACON’s 
recommendation! 

The Importance of Staying Invested

Ending wealth values after a market decline

Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot 

be made directly in an index. © 2014 Morningstar. All Rights Reserved.
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• Stay invested in stock market

• Exit market and reinvest after 1 year

• Exit market and invest in cash
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“W all of Worry” describes the financial markets’ periodic tendency to 
surmount a host of negative factors and keep ascending...generally 

used in connection with the stock markets, referring to their resilience when 
running into a temporary stumbling block, rather than a permanent 
impediment to a market advance.”                                                              Investopedia 

 

S TOCKS advanced across the globe amidst several prominent 
geopolitical and/or economic developments in the first half of 2014: 

 Russia and Ukraine continue a low-scale military conflict 
 Thailand’s military produced a blood-less coup (aka “junta”)  
 Iraq was invaded by ISIS, an Islamic Sunni jihadist militant group 
 Iran’s 20,000 nuclear centrifuges spin towards the July 20 “deadline” 
 China is in a growth-recession with major declines in property prices 
 U.S. Q1 GDP’s 3rd revision at –2.9%, worst in many years 
 U.S. Federal Reserve is “tapering” away from Quantitative Easing (QE) 
If those issues aren’t enough, the U.S. political scene is littered with 
troublesome issues including the IRS “targeting” scandal, the Veteran’s 
Administration mess, contentious Supreme Court rulings, and reports of 
thousands of unaccompanied children crossing our southern border.  
Despite all this, the DJ 30 Industrials and S&P 500 Index have reached 
record highs.  Talk about climbing a “wall of worry”! 
 
BEACON’S view is the U.S. economy will resume it’s modestly positive 
growth trajectory.  Despite the recent tranquil, low volatility conditions in 
stocks (e.g. VIX etc), seeds are sown for more turbulence ahead because 
some investors will (again) become complacent with excessive risk-taking 
and leverage (i.e. debt).  If interest rates rise sooner/faster than the 
market expects, that could be disruptive also (see MetWest comment 
next column).  Nonetheless, stocks still should outperform bonds for 
awhile longer.  BEACON will continue our posture of full allocations to 
stocks relative to bonds per each client’s investment policy. 

Our STOCK and BOND Fund Partners 2014 Q2 & YTD: Balanced, Global Portfolios with Mutual Funds 

 

B ONDS advanced sharply as disappointing GDP in Q1 (see page 1) 
conspired with other factors to produce falling interest rates.  At the 

start of 2013 the 10-Year US Treasury yielded 3% and has since declined 
to 2.5%.  Said another way, the income from bonds plus bond price gains 
produced a robust six-month total return.  The benchmark Barclay’s 
Capital Aggregate Bond Index returned 4%, and the Barclay’s Capital 
Municipal Bond Index returned 6%.  The decline in interest rates has 
several causative factors:  a shrinking supply of Treasuries as the US 
budget deficit has improved, a flight-to-quality as geopolitical tensions 
have emerged or intensified (see STOCKS opposite column), softness in US 
economic data, and a yield advantage to US Treasuries relative to other 
high quality sovereign debt in Europe and Asia.   In the tax-free municipal 
world, a year ago the rough 2013 Q2 effectively flattened returns for that 
asset class.  At that time BEACON noted our bond managers 
AllianceBernstein and Fidelity were both constructive on the municipal 
sector, and we wrote that we expected to enjoy a reversal in returns 
sooner or later (VIEW 2013 Q2, p. 3).  Well, that reversal came sooner as 
municipal bond total returns have soared in 2014’s first 6-months (see p. 
5).  Across the ponds, our global bond managers have also produced solid 
6-month returns in the 5% range. 
 
Going forward, our US bond managers continue to be defensive in the 
fixed income asset class.  Each of our managers remain wary about the 
end of the US credit cycle as interest rates are poised to rise in 2015 and 
beyond.  The bond market “expects” the FED to complete quantitative 
easing in 2014 and begin (slowly) raising interest rates thereafter.  As Tad 
Rivelle of MetWest commented: “If there is a policy mistake to be made, 
it will be on the side of waiting too long or moving too slowly, potentially 
putting the FED behind the inflation curve and forcing them to hike rates 
more aggressively than currently anticipated…”  Stay tuned.  We will! 

 


