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S&P 500
Dow Jones Industrial Average
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Emerging Market Stock Index
Barclays Bond Aggregate Index
Dow Jones UBS Commodity Index

2nd Qtr YTD
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ARS Wealth Advisors in the News

For the 3rd year in a row, ARS Wealth Advisors was recognized by the Financial Times as one of the Top 300 Registered Investment Advisors in America. Being considered one of the Top 300 RIA firms from a group of over
12,000 RIA firms in America is quite an accomplishment. The average firm from the FT300 list manages $2.7 billion in assets. The Financial Times only considered firms with at least $250 million in assets and scored each firm
on several factors, including assets under management (AUM), AUM growth rate, staff credentials/qualifications,
and compliance record.
While it’s an honor to be recognized within our industry as one of the leading RIA firms in America, the only opinion
that really matters is that of our clients. On behalf of the entire ARS team, I want to thank each of our clients for
the continued trust they have placed in our firm. You have my commitment that we will always put our clients best
interest first and that we will do everything within our power to help you reach your goals.
Tony Anderson, President & CEO

111 Second Avenue N.E. | Suite 1600 | St. Petersburg, Florida 33701
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The Costs & Benefits of Diversification
Diversification helps to smooth out the overall return of a portfolio, it is an important part of an effective investment
strategy. The quarterly statements we send out are sorted by asset class and then by sector. We get a lot of questions about what the stock sectors are and where they come from.
The S&P 500 was created in 1957 and is widely regarded as the best gauge of large-cap U.S. equities. The index
currently includes 505 companies from different industries of the U.S. economy. It is broken into 11 sectors; each
sector is weighted differently and the weightings will change over time. This is the current breakdown:

Companies are assigned to a sector using the Global Industry Classification Standard (GICS) that was created in
1999. As you can see, seven sectors make up almost 90% of the index. We can get exposure to a specific sector
through individual stocks, sector ETF’s, or a combination of the two.
The return for each of the sectors will vary widely when compared to the return of the S&P 500. For instance, the
S&P 500 is up around 10% this year. The best performing sectors are technology and healthcare which are up over
21% and 16% respectively. The worst performing sectors this year are energy and telecommunication services
which are both down more than 12%.
Using Exchange Traded Funds (ETF’s) allows us to gain exposure to sectors that we think will perform the best moving forward. The advantage to using ETF’s is we can do it quickly and we don’t have to take on stock specific risk
because the ETF’s consist of many individual companies. The funds have low expense ratios and trade throughout
the day.

Buying individual stocks allows us to target companies that we feel offer the best risk/reward within a sector. Our
goal is to buy great companies trading at reasonable prices. We focus on businesses that have durable competitive
advantages, excellent balance sheets, and generate plenty of free cash flow. We favor companies with shareholder
friendly management teams, that return capital through dividends or meaningful share repurchases. We are not
active traders and prefer to let our investment thesis play out over time.
Michael Murray, CFA
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Trading Activity
MidinYear
the Second
Review Quarter 2015
There has been no shortage of surprises in the investment world since the national election on Tuesday, November
8, 2016. At that time very few people were predicting anything close to what has transpired. In the second quarter
of 2017, the S&P 500 was up 3.1%, adding to a strong first quarter. Interest rates today are a little lower than
where they were last November. There has been a fair amount of volatility within those eight months as interest
rates fell and then recovered and the S&P 500 had a 2% down day in May. But overall the returns have been good
for equities and benign for fixed income. More importantly , let’s to discuss what is likely to occur going forward.
The US economy is continuing its recent path of slow, steady growth. First quarter GDP growth was recently revised
upward to 1.2% from 0.7%. Expectations for the balance of the year are for accelerated growth exceeding 2%. This
represents “more of the same” as it pertains to US economic growth. Generally economic growth translates into
corporate profits and the current betting is for continued profit growth. It certainly seems we are past the earnings
recession of 2015 and 2016. The 2017 first quarter profits of the S&P 500 companies grew more than 10% over
Q1 2016. The second quarter of 2017 is shaping up to approach double digit growth as well. It seems likely the
combined earnings of the S&P 500 companies will set an all-time high in 2017. We expect this will be reflected in
stock prices that will at least hold their own if not increase a little in the near term.
There are many positive economic indicators we see this year:
Historically low interest rates
Low inflation (ex healthcare)
Low unemployment
Consistent wage growth
Record number of job vacancies
Low gas prices
New home and commercial construction
New car sales (down a little from the last two years but still well over 16 million new cars)
Consumer spending is solid
Debt payments as a percentage of income remain low
Our Florida clients in particular are seeing a tremendous amount of road and building construction, busy restaurants, filled hotels and packed roadways. When we travel around the state for client meetings the economy “feels”
vibrant.
That positivity doesn’t always translate into immediate stock price gains but it certainly sets a foundation for future
growth. Our outlook is for more of the same with perhaps some acceleration in GDP with growth reaching 3%. There
is no shortage of things that can go wrong but for now we are hopeful for a continuation of what we have seen in
the prior six months.
Drew Swenson, CIO
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Trading Bond
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We are often asked why we continue to hold a fund that consistently shows a loss; most recently regarding the
bond mutual funds. In the case of mutual funds, the “loss” may be a result of returns of capital , price impairment
or both.
When evaluating your investment in a bond mutual fund, it is important to look at your total return and not just the
growth or loss on your initial investment. Total return includes interest, capital gains, dividends and distributions
realized over a given period of time. Depending where you view your holdings, it can be hard to find this information. To make it easy to evaluate your investments, we include this information on our statements and online via
the client portal on arswealth.com.

As you can see in the above example, both bond mutual funds listed have small unrealized losses, which means
the principal has declined slightly over the holding period. However, over that same period each fund has paid interest, which is tracked in the cumulative income column. In both instances, the income paid more than covers the
unrealized loss, meaning the fund has a positive total return for that period.

During periods of rising rates, it is normal to see some degree of downward price pressure on bond mutual funds.
This is typically offset to some degree by an increase in the current income paid by the fund. Not all bonds are created equal, and those with a longer time frame until maturity will be more sensitive to a change in rates. Just as we
do on the stock side of the portfolio, we seek a diversified mix of bonds to manage risk and volatility. As the chart
below illustrates, during prior cycles of rising rates in most cases, bonds still provided a positive cumulative return.

We hope this clears up any confusion some of you might have. As always, we are here to answer any questions you
might have. Please feel free to call us anytime at 727-322-7681.
Jen Facini, MBA, CFP®
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Nearly all investments are valued based on a comparison to the interest rate of “risk-free” securities (short-term
Treasuries and CDs). In a high-interest rate environment bond and stock valuations tend to experience lower relative values and vice versa. Currently the “risk-free” interest rates are low due to weak economic growth. During
times of weak growth, the Federal Reserve (the Fed) attempts to stimulate borrowing and investment by keeping
rates low hoping economic growth will accelerate.

Since the great recession in 2008, however, the Fed has kept rates extremely low yet growth has remained anemic.
This is mostly due to demographic trends, excessive debt levels, technological innovation and globalization.
Demographics: Our country is aging and spending slows as a population ages. This phenomenon is also present in
nearly all of the developed countries around the globe. In addition, when the ratio of workers to retirees falls it can
be difficult to support the retirement system (social security). Countries must either change the system (ie… push
back retirement age which is extremely difficult) and/or borrow to help fund the shortfall.
Borrowing to fund shortfalls (deficits) has lead most countries to experience debt levels that are now excessive.
Excessive debt leads to slower economic growth as there is less resources for investing in productive projects. The
more debt the less growth. The US, most of Europe, Japan and China are all facing this predicament.
Technological innovation and globalization are the last two
major contributors which influence weak economic growth
and thus, low interest rates. These two phenomena have
led to stagnant wage growth. For instance, innovation causes companies to replace workers with robots and globalization encourages companies to produce in other countries
with lower wages, etc… This puts downward pressure on all
wages around the globe where goods and services are traded.

(continued on age 6)
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Low Rates and Their Impact on the Market

(continued from page 5)

Now that the reasons for low rates have been discussed it is important to consider their impact on asset prices…
specifically stocks and bonds. Essentially, when money is cheap (low interest rates) combined with a weak economy, corporations and individuals have few places to invest other than financial assets like stocks and bonds. This
environment has been the “perfect storm” for market prices. Companies have little incentive to reinvest in their
business to produce more goods/services due to tepid demand. As a result, they borrow cheaply to buy back their
own stock and increase dividends. Individual investors, especially retirees, have been investing more and more
into stocks and bonds as returns on CD rates are too low. Retirees have been forced to take on more risk as a result but the past 8 years have made it well worth the effort.
At this point in time, asset prices are elevated toward the upper end of historical valuations. Fortunately, if interest
rates stay fairly low (and we think they will for the foreseeable future) asset prices should remain elevated for the
reasons discussed above. Now that the Fed is attempting to raise short term interest rates we are keeping a close
eye on the reaction of the markets. The Fed has stated its intention to raise rates slowly hoping the markets will
adjust and avoid a crisis…at least that is the plan.
As we move down this road to a more normal rate environment we will stay focused on the management of risk to
attempt to smooth out returns in the years ahead.
Kurt Ulrich, CFA
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Who We Are
OUR MISSION:
ARS Wealth Advisors is dedicated to providing truly personalized, expert financial advice customized to
each client's unique circumstances.
OUR VISION:
To assemble a team of highly qualified professionals capable of helping individuals and families prepare for
life's most important financial decisions through every stage of life.
OUR CORE VALUES:
Teamwork; Engagement; Respect; Honesty;

ARS Team
Anthony Anderson, MBA
Principal, President & CEO
tony.anderson@arswealth.com

Tammy Masse
Operations Specialist
tammy.masse@arswealth.com

Lois Conger
Operations Manager, Compliance Officer
lois.conger@arswealth.com

Mike Murray, MBA, CFA
Senior Portfolio Manager & Director of Research
mike.murray@arswealth.com

Jennifer Facini, MBA, CFP
Portfolio Manager
jennifer.facini@arswealth.com

Robert J. Riley
Principal
F. Gordon Spoor, CPA, PFS
Principal

Felicia Fortosis
Operations Specialist
felicia.fortosis@arswealth.com

Andrew Swenson
Chief Investment Officer
drew.swenson@arswealth.com

Rich Heiman
Senior Vice President
rich.heiman@arswealth.com

G. Kurtis Ulrich, CFA
VP & Senior Portfolio Manager
kurt.ulrich@arswealth.com

Chris Hill, MBA
Support Advisor
chris.hill@arswealth.com

If you would like a copy of the most recent version of our Form ADV Part II, one is always available to you upon written request
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