
 

We are a trusted, independent advisory organization, 

dedicated to empower clients to achieve their unique life 

goals and objectives in the most efficient and effective 

manner. Integrity, honesty, accountability and competence 

are the pillars supporting our long-term culture of success 

and multi-generational client relationships. 

 

 

  

As of 3/3/2014 

DJIA 16,321 -1.50% 

NASDAQ 4,308 3.10% 

S&P 500 1,859 0.60% 

CNNMoney.com 

“Riches do not consist in the 

possession of treasures, but in the 

use made of them.” 

- Napoleon Bonaparte 
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Crazy Beginning 

The first two months of 2014 have been a rollercoaster for stocks. I sent out 

a “Bulletin” to everyone in early February when the stock market was 

falling, dropping nearly 6%. I felt a “correction” was healthy at that time 

after the huge run up in December 2013.  The numerous global issues 

affecting the stock market were relatively minor in my opinion and thought 

they were the “excuse” for the sell-off. Stocks dropped 2% on the first 

Monday of February, after a very weak factory report for the preceding 

month of January. One month’s report is not a trend as many factors could 

have influenced that report. Possibly severe winter weather could be 

partially to blame. Other issues regarding China slowing down and debt 

problems in emerging markets also contributed to the sell-off. 
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How bizarre is it then that Greece, with an economy in shambles would post the best global market return as of 

February 13, with a 7% gain, according to Deutsche Bank. Youth unemployment there surpassed 60% in 

January! It appears to be a total disconnect between economic reality and stock prices. Also the 2nd week of 

February witnessed strong inflows of money into mutual funds invested in Italy, despite the fall of another 

government in Rome! Our investment team at RMR sees these developments each week but it hard to determine 

if it is buying by investors who believe prices have dropped so low it is time to buy or investors who actually see 

an improvement in these countries. The advent of country specific ETFs has made the monitoring of stocks from 

numerous countries easier to follow.  

The New Fed Boss 

As soon as newly appointed Fed Chairwoman Janet Yellen spoke before Congress for the first time in mid-

February, stocks surged. Instantly all was well in the world and the problems of the previous weeks were 

completely forgotten.  

From my readings, Yellen’s philosophy regarding economic matters seems to favor increasing inflation in the 

country. Inflation is bad for the majority of fixed-income investments since inflation will raise interest rates. The 

$64,000 question is when will her policies gain traction and begin to get the results she favors. The 10-year 

Treasury rose to 3% late last year but currently the rate has fallen to 2.60%, as of March 3rd, certainly not a sign 

of increased inflationary pressures. Interestingly, longer-dated bond maturities, the ones the “experts” have told 

us to avoid have been the best performing bonds year-to-date in 2014. I continue to believe that in this unknown 

environment of “quantitative easing” by the Fed it is best to be diversified, using many different types of fixed-

income investments. I do have a bias toward shorter duration bonds but still use intermediate and longer 

maturities. Should the Federal Open Market Committee decide to hike short-term interest rates by the end of the 

year, the yield curve may “flatten” making intermediate and longer dated bonds more attractive. I would only 

change bond allocations if I saw clear signals that inflation is finally rearing its head but that may still be a year 

or so away. 

Stocks 

With positive “vibes” from Yellen, coupled with a rare agreement in Congress by approving an increase in the 

debt ceiling without another near government shut-down, stocks surged ahead, erasing much of the earlier losses 

this year and getting back to near break-even for the year.  A good 4th quarter corporate report card also lifted 

stocks. With over 90% of the companies in the S&P reporting, the aggregate profit growth was 9.3% according to 

RBC Capital.  Also Europe surprised with improving economic figures. 

The last trading days in February witnessed the S&P index hit all-time highs although it was not easy. The 

market has been unsettled lately possibly by serious concerns regarding the situation developing in the Ukraine. 

Possibly lost in this wave of enthusiasm has been the $100 an ounce increase in gold prices since January. Why is 

gold rallying when everything seems great again? The rise of gold should be a reminder that there is always 

doubt about the strength of the both economies and stocks. I do not feel the gold rally will continue. If interest 



 

 

 

 

MARCH/APRIL 2014 

rates finally begin to rise toward the end of this year it will make gold less attractive since gold pays no dividends 

and investors will seek higher income from fixed income investments. Of course, interest rates may not rise this 

year but I suspect they finally will toward the end of the year.  

Bonds 

Bonds, in the meantime, have reacted opposite to expectations early into the year by posting positive returns 

when the consensus was that rising interest rates in 2014 would translate into lower prices and higher yields. If 

investors think predicting the path of stocks is difficult I believe predicting the future course of interest rates far 

more difficult. If the worlds’ economies are projected to grow in 2014 why has the 10-yr Treasury yield fallen 

over the past month in six of the eight major economies? Falling rates usually occur when economies are slowing 

down not expanding.  

Continuing their recovery from a very weak 2013, municipal bonds continue to shine this year. High yield bonds 

also continue their strong run but I am becoming increasingly concerned regarding the outlook for high-yield 

debt. I do not believe their current yields are attractive enough to warrant the risk of buying junk bonds. Defaults 

however continue to be recorded at record lows in the junk space. 

The Economy 

Home prices rose 11.3% in 2013 representing the largest gain since 2005, according to the Case-Shiller Index. 

Still, the spike in mortgage rates may dampen housing activity. Pending home sales in January were poor, but 

that may be attributed to the brutal winter. 

Jobless rates are dropping slowly but it is very uneven. Both JP Morgan and IBM recently announced significant 

job cuts which will make an impact on unemployment.  

As previously stated, the Administration this year has been focusing on increasing the minimum wage from $7.25 

to $10.10, an increase of nearly 40%. Economists against this increase argue that any artificial increase in pay is a 

direct blow to our capitalistic way of life in America. Capitalism dictates what a person’s skill set is worth. 

Movie stars can earn $40 million a film; prize fighters can earn $20 million a fight. Ball players can earn $100 

million contracts to play baseball but if you flip burgers in Wendy’s, capitalism says you are worth $7.25 an 

hour. It may not sound fair, or in any way reasonable, but that is our system. The problem is Capitalism and 

Democracy are like oil and water, they do not mix. Democracy sees inequality as a problem where Capitalism 

does not. 

Noble laureate economist Joseph Stiglitz, an advocate of hiking the minimum wage, sensibly wrote in his book 

Economics, “Raising the minimum wage is not a good way of trying to deal with poverty.” His point being that 

many minimum wage earners “aren’t poor”. Therefore, this is a case of the government trying to solve a problem 

with a one size fit all approach. He points out that a recent CBO study found the estimated minimum wage 

worker’s family income was $30,000 a year, well above the poverty line. Gene Epstein, writing in Barron’s (Feb. 

24,) says that on-the-job-training is the most effective way out of low pay. In other words, the best way for 
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people to better themselves is through work! Epstein states, “A truly substantive debate on the minimum wage 

would start with the merits of abolishing it.” 

Minnesota Senator, Al Franken, is an advocate of a higher wage floor, except for the fact his own interns are all 

unpaid! Franken points out that internships leads to better opportunities and higher pay. Sounds to me he is 

seeking votes by advocating higher minimum wage but is willing to pay others nothing just for the work 

experience! Seems confusing to me!  

A recent University of California Labor Center study shows that low wage earners already get substantial 

government subsidies, such as food stamps, Medicaid and the earned income tax credit, which boost them above 

the poverty level. 

 Despite political outcries that the “rich are getting richer and the poor getting poorer” Bureau of Labor Statistics 

data show the share of workers at the federal minimum or less has plummeted, from 15.1% in 1980 to 6% by 

2010, and to 4.7% by 2012.  So why do we now need the government to micromanage the labor markets? It 

seems the ongoing problems rolling out Obamacare should make us all more concerned about more government 

in our lives.  

CBO, No Friend to the Administration 

In February, The Congressional Budget Office released their analysis of two initiatives begun by President 

Obama. The first being the impact of The Affordable Care Act (Obamacare) on the work force.  

The CBO analysis showed there will be two million fewer full time workers over the next several years due to the 

ACA. This figure is based on the fact that due to the expansion of insurance coverage, more workers will choose 

not to work and others will choose to work fewer hours than they might otherwise. The analysis found that much 

of the law’s effect comes from reducing the need for people to take a full-time job just to get insurance, along 

with the premium subsidies effectively bolstering household income. The CBO also estimates that a million 

fewer Americans than expected will receive health insurance coverage in 2014 through the marketplaces 

established by the Affordable Care Act. 

Secondly, the CBO also announces their findings regarding hiking the minimum wage to $10.10 an hour. Hiking 

the wage would cost about 500,000 workers their jobs although it would raise the living standard of about 2 

million workers. The CBO said the figure is an “estimate” and could actually fall between little job losses or up 

to one million lost jobs. Another factor that was pointed out is that the cost to corporations could be much larger 

due to the fact they would also have to increase the salaries of other workers slightly over the minimum wage if 

the minimum went to over $10. 

Seems the CBO has given the Republicans a loaded gun with these two reports as we get closer to the all-

important mid-term elections in Congress. 

Nothing I Didn’t Already Know 
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For years I have witnessed numerous clients of ours give up their New Jersey residence to move to more friendly 

tax states. 

Writing in the New York Times, March 1st business section “Personal Finance”, Paul Sullivan explains how 

high taxes are driving affluent residents out of the state. (I could have told him the same thing years ago!)  Little 

wonder states like Florida and Texas are booming, neither has a state income tax, while states in the highly taxed 

Northeast are losing these residents at an alarming rate causing these states to suffer the consequences of falling 

revenue. Republican Governor Christie just introduced his new budget without any hoped-for-income tax cuts. 

Early on I was hopeful that Christie would grab the bully-pulpit and explain to the electorate the necessity of 

lowering taxes. One person can make a difference. Just look back to Truman, Regan and Giuliani. Each had a 

profound influence once they assumed office. 

Regent Atlantic, a New Jersey investment firm, analyzed data on tax rates on investments, property and estates in 

“Exodus on the Parkway” to be released next week. New Jersey is reaching a point where its tax policy is 

causing the state to lose more income each year than its neighbors. New Jersey loses about $1.6 billion compared 

to a net loss of $342 million for Connecticut.  

The average gross income of people moving from New Jersey is 50% higher than people moving to New Jersey 

according to the Regent Atlantic study. Higher income translates into higher state revenue. You do not have to be 

a genius to figure out the state’s burdensome taxes along with the very unfavorable state estate tax is driving 

smart, affluent, residents away.  

I looked up the exempted dollar amount by state when it came to Estate tax. For example: in Connecticut the first 

$2 million is exempt, Delaware $5.25 million, Illinois $4 million, Oregon $1 million, Vermont $2.75 million, 

Maine $2 million, Massacusittes $2 million, New Jersey $675,000!!! Are you kidding me!! New Jersey is one of 

the five wealthiest states in the country.  

For example, if you are a New York residence and die with $5.34 million, your estate would pay no federal estate 

tax but they would pay $431,000 to New York State which has a $1 million exemption, which is higher than New 

Jersey’s! With that high tax, one might as well go to Florida and buy a place for $431,000 and become a Florida 

resident. The State of New York is actually paying for it! 

If the Estate tax isn’t enough, New Jersey also offers residents an Inheritance tax! (So nice of them!)  New Jersey 

and Maryland are the only two states to do so. This tax applies to money left to a sibling, nephew, niece or friend. 

I believe it runs between 11%-16%. 

Diane Furchtigott- Roth Director of Economics and Senior Fellow at the Manhattan Institute wrote “Don’t Die in 

New Jersey or Maryland”. 

Why can’t our governor, along with the politicians in Trenton, understand the consequences of bad tax policy?  

Years ago when I was very young, the State garnered a AAA bond rating without a sales tax or income.  Fast 

forward to today, we have both an income and sales tax.  The state also has revenue from gambling in Atlantic 

City.  The state has the numbers racket with the lottery and now we have internet gambling.  Next will probably 
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be legalizing marijuana followed by legalized prostitution.  Governor Christie also is lobbying to add sports 

betting into the state; currently, Nevada is the only state to offer this.  He’s fighting all the major league sports 

who are trying to prevent it.  Sounds like the State has taken over what was once deemed “criminal enterprises” 

in an attempt to raise revenue instead of fixing the real problem of a terrible tax policy.   

Bottom line, if you have money and want to remain a resident in N.J. you better get yourself to an estate planning 

attorney tomorrow, since you don’t want to die with a simple will as New Jersey will gladly take what you 

worked your whole life to amass. 

Health News 

E-cigarettes 

One of the best sites for health news is the clevelandclinic.org. I subscribe to their free online newsletter which 

covers many different health topics. They also list alphabetically page after page of health conditions that you can 

read about. There also are quizzes you can take on various conditions to see how “up” you are on facts relating to 

your health. I very rarely get a high score even though I think I know the subjects.   

This month one article was written about Electronic Cigarettes. E-cigarettes are battery-powered devices with the 

same size and shape as standard cigarettes but generate a vapor containing one-third to one-half the nicotine of a 

conventional cigarette.  A battery attached to a heating element vaporizes liquid nicotine either with propylene 

glycol or glycerin. The e-cigs deliver nicotine without potentially toxic and carcinogenic compounds. The 

popularity of e-cigs is exploding and traditional tobacco companies have been acquiring the leading brand of e-

cigs. Sales have doubled every year since 2007. The number of adults using e-cigs has doubled since 2010. In 

2013 sales tripled. Advertising has grown from $7 million to $20 million in the past three years. 

A study conducted by Roswell Park Cancer Institute found 12 e-cig brands had 9 to 450 times lower toxicant 

levels than in cigarette smoke. Another study found them to be no more effective for smoking cessation than 

nicotine patches or placebo e-cigs after six months. One concern is that e-cigs may increase nicotine addiction 

among young users. It is estimated that in 2012, 1.7 million students used e-cigs. My question would be how 

many of these children where already smoking real cigarettes and switched to the e-cigs? Seems it would be a 

healthier choice than the real things. 

The AMA has recommended that e-cigs be classified as a nicotine-delivery system. This would subject them to 

FDA regulations as far as strength, purity and labeling, with appropriate warnings. 

Testosterone 

Seems every night there are a ton of TV commercials promoting the use of Testosterone treatments for middle 

age and older men. The ads make it seem if you use the treatment you can regain that lost step and maybe play 

for the Yankees!! Well the New York Times reported on February 3rd that researchers in Boston studied older 

men not in very good physical shape. Several hundred men were involved in the study, some given a placebo 

while other received the hormone. Those taking the hormone got stronger, and they could carry a load up stairs 



 

 

 

 

MARCH/APRIL 2014 

faster. But they also had nearly five times the number of cardiovascular problems, including heart attacks and 

strokes, and safety monitors ended the trial early! A study posted in late January documented an increase in 

cardiovascular risk in males over 65 taking testosterone, as well as in younger men with a history of heart 

disease. Though the drug is indicated for men with abnormally low testosterone levels, doctors have been 

prescribing it to many men with normal levels. Testosterone levels begin to decline in men by about 1% a year at 

age 30.  

Regarding testosterone, one doctor stated he tells his patients, “I’m not going to prescribe a therapy for you for 

the rest of your life if I’m not sure how safe it is. And by the way, if you exercise more, lose some weight and eat 

healthier there is evidence you can raise your testosterone levels.” 

Doing a little more research on the subject I found several doctors on “Google” search that refuted these studies 

saying they were a “sham”. They seem to believe testosterone treatments are beneficial for cardiovascular health. 

The FDA has recently begun its own investigation into the issue.  

 

Alzheimer’s  

While reading an article on Alzheimer’s disease I read about an FDA category for medical food. I never knew 

there were foods that needed a doctor’s prescription to buy. These foods are different than drugs or dietary 

supplements. Claims for medical foods must be supported by solid laboratory and clinical data before the FDA 

approves them. 

The product they were talking about is named Axona, manufactured by Accera, Inc. The article states the food 

was discovered by Dr. Sam Henderson, a genetic researcher whose mother had Alzheimer’s. The product is a 

special mixture of medium chain triglycerides but it also contains whey protein, milk protein, palm oil, sunflower 

oil, soy lecithin, vitamins, minerals and vanilla extract.  

Dr. Doraiswamy, who was being interviewed in the article about Axona, says PET scans show that the Alzheimer 

brain takes up less glucose than a normal brain, and even people at risk for Alzheimer’s show these changes.  

Purportedly, Axona targets the metabolic deficiencies and imbalances in the brain associated with AD by 

providing an alternative energy source for the brain cells. Alzheimer’s is characterized by a substantial decrease 

in the brain’s ability to metabolize glucose, the brain’s primary source of energy. 

The doctor states that Axona is definitely not a cure for AD and brain cells that have died can no longer be 

replaced but it can help victims even with moderate symptoms. Certainly sounds interesting.  
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Until Next Time! 

 

 

 

Douglas R. Roth 

Managing Partner  
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                                            Follow us on LinkedIn!      

The views are those of Douglas Roth and not of 

the broker/dealer Calton & Associates, Inc. and 

should not be construed as investment advice. All 

information is believed to be 

 from reliable sources; however, we make 

no representation as to its completeness 

or accuracy. 

Additional risks are associated with international 

investing such as, currency fluctuation, political 

and economic stability, and differences in 

accounting standards. 

Past performance does not guarantee future 

investment results. 

Securities and investment advisory services 

offered through Calton & Associates Inc., member 

FINRA/SIPC 

RMR Wealth Builders, Inc. and Calton & 

Associates, Inc. are separate entities. 

500 Glenpointe Centre West, Suite 4 

Teaneck, NJ 07666 

T: 201.836.2460 

All economic and performance information is 

historical and not indicative of future results. 

Visit our website on your mobile phone 

via the website QR code. Enjoy our 

newsletter? Simply share this QR code 

with your friends, family, co-workers, and 

neighbors. They can scan this QR code on 

their smart phone and from there easily 

become an informed investor! Or visit 

http://bit.ly/RMRsignup 

             

Feel free to sign up via email. Email us at 

info@rmrwealth.com 
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