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On a Personal Note from Jim Parks... 

  
Bill Gross, the New Neutral, and 41 years at the Waldorf Astoria 

  
  
  
  
  
  
  
  
  
  
  
  

Jonathon and I recently had the pleasure of attending Pimco's New York City 
Investment Summit at the Waldorf Astoria.  
  
Bill Gross, nicknamed the "The King of Bonds", spoke to the 700 or so clients of Pimco 
in attendance and updated the firm's outlook from "The New Normal" to "The New 
Neutral". They feel the next 3-5 years will be characterized by relatively low volatility, 
lower than average investment growth, interest rates lower than many people expect, 
and more stable global growth. 

He apologized for the unexpected departure of the firm's former CEO and co-Chief 
Investment Officer, Mohamed El Erian. He mentioned the media isn't discussing the 
$2 trillion that investors have trusted with Pimco or their competitive performance as 
of late.  

During a break I had a chance to talk with a waiter at the Waldorf Astoria who I 
learned was celebrating 41 years at the hotel. When I asked him of his favorite 
interaction with guests during this time, he mentioned he was serving Ronald and 
Nancy Reagan's table when Ronald Reagan accepted the Republican nomination for 
President. After President Reagan gave his speech, he sat next to Nancy and the waiter 
overheard him asking her, "Nancy, how did I do? Did I sound OK?"  



 

The connections between one the most successful money managers of our time and a 
former President became clear. Regardless of the success these men enjoyed, they still 
felt the need to apologize or to check with their trusted spouse that what they said 
made sense. Perhaps these traits are positive as they show these men continued to 
care.    

We wish you and your family a wonderful summer.  

  
Best regards, 

 

 

 

  

The Markets 
  
Happy birthday, United States of America! 
  
U.S. stock markets gave Americans plenty of reason to celebrate over the Fourth of 
July weekend. The Dow Jones Industrials Average earned 'oohs' and 'ahhs' from 
investors and pundits as it shot above 17,000 last week (a significant gain from March 
2009 when it traded in the mid-6,000 range). Barron's pointed out the Standard & 
Poor's 500 Index was no slouch either having closed "above its 200-day trading 
average for more than 400 consecutive trading days, the second longest streak in the 
last 50 years." 
  
The Telegraph observed, however, market highs sometimes cause investors to engage 
in emotional behaviors like anchoring - assigning random meaning to numbers or 
milestones. The online publication suggested some investors may decide the Dow 
surpassing 17,000 means the market is overvalued and they should sell even though 
they have no specific evidence to support the idea of overvaluation. Not everyone 
agrees that's the way investors will roll. Experts told MarketWatch.com they expect 
the new high to spark buying rather than selling particularly if herd instincts are set 
off. Herding describes a situation in which investors gravitate toward specific 
investments because everyone else is doing it. 
  
These emotion-driven investment behaviors can lead to investment mistakes. The 
Telegraph also suggested it's better to choose a tangible valuation measure when 
trying to determine whether a company's shares are fairly valued. A valuation measure 
they recommended is dividend yield: the dollar amount of the dividends a company 
pays investors each year divided by the company's share price. In late June, Yahoo! 
Finance reported, "There is now an extraordinary crowding of big U.S. stocks around 
the 3% dividend yield level, a threshold that seems to exert a gravitational pull as 



investors bereft of easy sources of income bid up equities until they yield just a bit 
more than the 10-year Treasury note." 
  
Emotions also were running high during the second quarter for reasons having 
nothing to do with markets. A publicly-traded social media site let it be known it had 
conducted a psychological experiment on about three-quarters of a million users 
without their express knowledge. The study's over-the-top name, Experimental 
Evidence of Massive-scale Emotional Contagion through Social Networks, brings 
Austin Powers movies to mind. 
  
Bond markets, as they have throughout much of 2014, continued to confound 
investors and analysts. According to Barron's, last week's strong jobs report, which is 
credited with pushing stock markets to new highs, may have given investors a déjà vu 
moment when 10-year Treasury yields rose and then settled back down. The bond 
market had responded to the Labor Department's May report in almost the same way. 
Strong domestic economic news pushed  
rates higher and then they retreated. Foreign demand for U.S. Treasuries was thought 
to be the reason rates pulled back. 
  
Also, during the second quarter, the Federal Reserve confirmed and reconfirmed the 
ongoing need for accommodative monetary policy. Recently, Chairwoman Janet 
Yellen said, "...monetary policy has powerful effects on risk taking. Indeed, the 
accommodative policy stance of recent years has supported the recovery, in part, by 
providing increased incentives for households and businesses to take on the risk of 
potentially productive investments. But such risk-taking can go too far, thereby 
contributing to fragility in the financial system." She also said she saw no immediate 
need to tighten monetary policy by raising interest rates. 
  
The World Bank expects the global economy to gain momentum during 2014. Its June 
report found economic growth in developing countries is likely to be disappointing 
this year coming in below 5 percent largely because of first quarter's weakness. 
Developed market economies have fared better year-to-date. The Euro Area is 
expected to grow modestly during 2014. Expectations for the United States were 
revised lower after first quarter's contraction, but our economy is expected to grow 
during the remainder of 2014. 
  
   

Data as of 7/3/14 
1-Week Y-T-D 

1-

Year 

3-

Year 
5-Year 10-Year 

Standard & Poor's 500 (Domestic Stocks) 1.3% 7.4% 22.9% 14.1% 17.2% 5.9% 

10-year Treasury Note (Yield Only) 2.7 NA 2.5 3.1 3.5 4.5 

Gold (per ounce) 0.0 9.7 5.4 -4.1 7.2 12.7 

DJ-UBS Commodity Index n/a n/a n/a n/a n/a n/a 

DJ Equity All REIT Total Return Index -0.3 16.1 12.6 10.8 23.7 9.4 
S&P 500, Gold, DJ-UBS Commodity Index returns exclude reinvested dividends (gold does not pay a dividend) and the three-
, five-, and 10-year returns are annualized; the DJ Equity All REIT Total Return Index does include reinvested dividends and 
the three-, five-, and 10-year returns are annualized; and the 10-year Treasury Note is simply the yield at the close of the day 
on each of the historical time periods. 
Sources: Yahoo! Finance, Barron's, djindexes.com, London Bullion Market Association. 
Past performance is no guarantee of future results. Indices are unmanaged and cannot be invested into directly. N/A means 
not applicable. 

  

 
 
 
 



HARVARD DOES IT. MIT DOES IT. UNIVERSITY OF CHICAGO 
AND STANFORD DO IT. It doesn't cost a fortune either. In fact, it's often free. 
The world's best colleges and universities (along with organizations like The World 
Bank, Museum of Modern Art (MoMA), and National Geographic) are offering 
massive open online courses (MOOCs) as well as interactive online classes. The 
offerings are available to anyone with Internet access anywhere in the world.  
  
As The Economist tells it, rising costs, changing labor markets, and disruptive 
technology are conspiring to overthrow higher education as we know it, and the 
revolution could send colleges and universities down a path previously taken by print 
newspapers. The success of online education is uncertain, however. It's held back, in 
part, by lack of a formal system of accreditation, although some universities have 
begun to accept MOOC credits toward their degrees. 

  
"Traditional universities have a few trump cards. As well as teaching, 
examining, and certification, college education creates social capital. 
Students learn how to debate, present themselves, make contacts... The 
answer may be to combine the two... Students could spend an 
introductory year learning via a MOOC, followed by two years attending 
university and a final year starting part-time work while finishing their 
studies online. This sort of blended learning might prove more attractive 
than a four-year online degree." 

  
Needless to say, the revolution in education could have significant implications 
for parents and students who are contemplating the costs of higher education 
as well as workers who need to develop new skills to find places in the labor 
force. 
  

Weekly Focus - Think About It 
  
"Education is not the filling of a pail, but the lighting of a fire." 

--William Butler Yeats, Irish poet 
  
  
  
   

Best Regards, 

 
James T. Parks, CFP®, AEP, AIF 
President and Wealth Advisor 
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P.S.  Please feel free to forward this commentary to family, friends, or colleagues.  If you would like us to add them to the list, 
please reply to this e-mail with their e-mail address and we will ask for their permission to be added.   
   
 Securities offered through LPL Financial. Member FINRA/SIPC. 
  
* This newsletter was prepared by Peak Advisor Alliance. Peak Advisor Alliance is not affiliated with LPL Financial. 
  
* The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market 
in general. You cannot invest directly in this index. 

  
* The Standard & Poor's 500 (S&P 500) is an unmanaged index. Unmanaged index returns do not reflect fees, expenses, or sales 
charges. Index performance is not indicative of the performance of any investment. 
  
* The DJ Global ex US is an unmanaged group of non-U.S. securities designed to reflect the performance of the global equity 
securities that have readily available prices.   
  
* The 10-year Treasury Note represents debt owed by the United States Treasury to the public. Since the U.S. Government is seen 
as a risk-free borrower, investors use the 10-year Treasury Note as a benchmark for the long-term bond market. 
  
* Gold represents the London afternoon gold price fix as reported by the London Bullion Market Association. 
  
* The DJ Commodity Index is designed to be a highly liquid and diversified benchmark for the commodity futures market. The 
Index is composed of futures contracts on 19 physical commodities and was launched on July 14, 1998. 
  
* The DJ Equity All REIT TR Index measures the total return performance of the equity subcategory of the Real Estate 
Investment Trust (REIT) industry as calculated by Dow Jones. 
  
* Yahoo! Finance is the source for any reference to the performance of an index between two specific periods. 
  
* Opinions expressed are subject to change without notice and are not intended as investment advice or to predict future 
performance. 
  
*The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful. 
  
* Past performance does not guarantee future results. Investing involves risk, including loss of principal. 
  
* You cannot invest directly in an index. 
  
* Consult your financial professional before making any investment decision. 
  
* Government bonds and Treasury Bills are guaranteed by the U.S. government as to the timely payment of principal and interest 
and, if held to maturity, offer a fixed rate of return and fixed principal value. However, the value of fund shares is not guaranteed 
and will fluctuate. 
  
*Corporate bonds are considered higher risk than government bonds but normally offer a higher yield and are subject to market, 
interest rate and credit risk as well as additional risks based on the quality of issuer coupon rate, price, yield, maturity, and 
redemption features. 
  
*The Five Star Wealth Manager is an award based on client satisfaction. Respondents evaluate criteria such as customer service, 
expertise, value for fee charge and overall satisfaction. The overall score is based on an average of all respondents and may not be 
representative of any one client's experience. 
 
 
This information is not intended to be a substitute for specific individualized tax advice. We suggest that you discuss your specific 
tax issues with a qualified tax advisor.   
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