2018 Stakeholder Report
2017 is behind us. The year was marked with periods of disruption, unprecedented geopolitical
turbulence, and economic expansion with benign market volatility. Low interest rates remain and
central bankers are challenged with how to unwind the stimulus from the Great Recession. The
Sedoric Group has never been more energized to help clients reach their desired destination in this
environment. We are fiduciaries and everything we do is with our client’s goals and objectives in
mind. It is because of you we continue to invest in the evolution of our team and the array of services
we provide. We thank you in advance for taking the time to read our annual Stakeholder Report and
promise that whatever 2018 has in store, we look forward to managing and overcoming challenges
together with you.

Practice Update
Ever since our inception, The Sedoric Group has continued to enhance our planning and process to
help improve client outcomes. 2017 represents the year we were able to orchestrate the following
components as we prepare to steward clients through an uncertain and evolving economic and
political landscape.
• We simplified our annual meeting and periodic review process to deliver relevant content
based on client interests and concerns.
• We researched and launched a proprietary process to help identify the behavioral and
financial characteristics of successful outcomes to help quantify overall engagement and
enhance client outcomes.
• We introduced web conferencing/desktop sharing technologies to review investment,
planning, scenario analysis, and situational modeling.
• We designed our Client Scorecard and Client Financial Review (CFR) to help organize the
investment planning process into digestible bites, while also making sure we continue to focus
on the elements of the planning process that drive success and are within our control.

The following graph displays how investor psychology and behavioral response can undermine
success over time:

Team Update
This past April, our team quietly celebrated the successful retirement of Michele Richard. Nothing
makes us prouder than to see planning and process work for one of our very own. Dana and Michele
prepared, masterfully, to spend more time on the golf course and giving back to her community.
Tom was invited to moderate a panel on team mentoring and reverse mentoring at the Barron’s
Magazine ‘Top Advisor” meeting in Florida and once again at the “Top Teams” Conference in Las
Vegas this winter. The Sedoric Group has also been recognized by Forbes Magazine as one of the
top investment teams in the nation for 2018i .
In preparation for the future and the evolving needs of our clients, we are proud to announce that
Casey successfully passed the comprehensive CERTIFIED FINANCIAL PLANNERTM exam in November
and is now enjoys adding CFP® to his title. To complete the rigorous educational requirement and
pass the exam, Casey had to master nearly 100 integrated financial planning topics and his team,
friends and our clients are proud of his passage on the first “go”. Our clients benefit from this
additional expertise and Casey’s credentials.

Financial and Economic Update
Despite all the noise and a barrage of tweets, the world economy in 2017 had its best year since the
2008 financial crisis. Investors were rewarded with global equities delivering above average returns
and bond markets, albeit pronounced dead multiple times over the past five years, generated
respectable single digit returns and relative safety. Domestic stock market volatility was all but
exterminated in 2017 and we always remind our investors that volatility and returns are mean
regressing. The S&P 500 set a record by going 14 straight months without a loss and the DJIA enjoyed
less adversity than any other year in history going back over 100 years. Even with domestic volatility
absent, the real winners of 2017 were the foreign and emerging markets. The MSCI EAFE® and MSCI
Emerging Marketsii indices witnessed returns of over 25% and 30% respectively in 2017, validating our
disciplined approach to global diversification and emphasis on relative valuations. This serves as a
worthy reminder of how markets can be cyclical - and why valuations matter.
The success of 2017, however, does not dismiss the ongoing dilemma investors’ face about the very
real prospect that markets revert to their mean, both in price and volatility.
The prospect of lower returns courtesy of a continuation of historically low interest rates, and elevated
U.S. equity valuations, makes us question the solvency of plans (i.e. pensions and government
benefits) predicated on the assumption of historical average returns. We began discussing this
question a number of years ago when we recognized what central bank distortions might do to
markets. What was once more of a hypothetical scenario today seems far more plausible: If
abnormally low returns were to prevail, we can foresee an environment that may challenge the
traditional rules of ‘retirement planning’ - and financial services in general.
There are also several changes financial professionals are grappling with: the evolution of the
“fiduciary rule” and those who do not act as a fiduciary for their clients; aging financial professionals
and the lack of transparent or mandated succession planning (we have been fiduciaries for our
clients since Tom first pushed for the standard over 15 years ago at A. G. Edwards); digital investment
solutions and their inability to act as a fiduciary; and most recently, a number of investment firms
abandoning “The Broker Protocol” which set rules in place since 2004 for who owns and is responsible
for client results and what is the client’s relationship with the firm that custodies their assets. All of this is
“inside baseball” and clients need to understand how they are served – or aren’t.
Never has Benjamin Franklin’s famous quote, “Failing to plan is planning to fail,” been more relevant,
and we’re grateful for your trust as we look forward to the year ahead.
By all accounts, U.S. equity markets are historically expensive. Bond yields and interest rates remain
stubbornly low, often lagging inflation, and even yielding negative returns in many countries as
shown in the following chart.

The most alarming part of this equation is the sanguine forecasts and assumptions investors and
taxpayers continue to use when modeling longer term returns or carrying costs. The Norwegian
sovereign wealth fund (a surplus of wealth reserved for its citizens and one of the largest asset pools in
the world) recently lowered its forward looking expected return from 4% to 3% because of record low
interest rates and geopolitical risksiii. Compare this decision in prudency to the severely underfunded
U.S. public pension system that, as of February 2017, is still using an average return assumption of
7.52%iv . Humans are biased to extrapolate recent results while ignoring mathematical laws that
suggest lower returns in the future.
Despite the prospect of lower future returns domestically, we still see relative long-term opportunities
overseas. International and emerging market equities have yet to recover from their earlier market
highs in 2008, and developed international markets continue to deliver income streams nearly 50%
higher than their U.S. counterparts v .
For retiree’s living off the income of their assets this is an attractive trait in a world in search of yield. It
is also important for investors to remember that a share of stock is merely a claim on a long-term
stream of cash flows. The higher the price paid for this future stream, the lower the likely return.
Conversely, the lower the price paid, the higher the likely return will be over time.

In addition to opportunities overseas, we are also challenged by the shape of the domestic yield
curve. Higher interest rates in the futures are not assured and equity markets may be ignoring a
recession that might follow an inverted yield curve - if it occurs. The yield curve has flattened, not
normalized, with recent Fed actions. Falling long-term interest rates are indicative of a lack of future
demand, and are directly at odds with elevated equity valuations. As you can see below, long-term
interest rates have been in decline since 2013 despite an accelerating economy and an
‘opportunistic’ tax reform bill meant to further generate economic demand. An inverted yield curve
may be in the future, so hold on to your hats, friends. An inverted yield curve has preceded 7 of the
past 7 recessions and the graph below displays the current flat yield curve.

Lastly, we would be remiss if we did not acknowledge the fragility of the geopolitical environment.
Like chaos theory, the more players in motion the more likely there is be a misstep. If we’ve learned
anything over the years, it’s that distressed markets and economic events are non-linear and
unpredictable. They also provide opportunities.
Rich domestic equity valuations following nine years of robust returns, coupled with historically low
interest rates and a fragile geopolitical environment provide us ample reason to initiate strategic
rebalancing efforts within the majority of client portfolios in 2018. For many this will mean realizing
some of the gains earned during this past market cycle, while also increasing fixed and cash
exposure. For others, our rebalancing efforts may involve increasing foreign exposure, both
developed and emerging markets. As always, all rebalancing will be conducted in alignment with
one’s goals and your long-term plan in mind.
The recent tax bill reminds us that ‘the one thing we know about change is that it is constant’ and
why we will preach the importance of tax flexibility and planning for all our clients. As risk managers,
the more in alignment one’s balance sheet and tax planning is with one’s goals, the more durable a
plan becomes. Despite economic headwinds and geopolitical turbulence, we are very proud that
our planning and process continues to aid clients in achieving their goals.
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The indices are presented to provide you with an understanding of their historic long-term performance and are not
presented to illustrate the performance of any security. Investors cannot directly purchase any index. Past performance is
no guarantee of future results. Investing in foreign securities presents certain risks not associated with domestic investments,
such as currency fluctuation, political and economic instability, and different accounting standards. This may result in
greater share price volatility. These risks are heightened in emerging markets. The MSCI Europe, Australasia and Far East
(“MSCI EAFE”) Stock Index is an unmanaged group of securities widely regarded by investors to be representations of the
stock markets of Europe, Australasia and the Far East. Source: MSCI. MSCI makes no express or implied warranties or
representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may
not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not
approved, reviewed or produced by MSCI. Dividends are not guaranteed and are subject to change or elimination. The
graphs and tables making up this report have been based on unaudited, third-party data and performance information
provided to us by one or more commercial databases. While we believe this information to be reliable, The Sedoric Group
bears no responsibility for any errors or omissions. Additionally, please be aware that past performance is not a guide to the
future performance of any manager or strategy, and that the performance results displayed herein may have been
adversely or favorably impacted by events and economic conditions that will not prevail in the future. Therefore, caution
must be used in inferring that these results are indicative of the future performance of any strategy, fund, manager, or
group of managers. Any investment, including those in dividend paying equities, involves risks, including the risks of losing
some or all of the invested capital. You cannot invest directly in an index. Index results assume the re-investment of all
dividends and interest. Moreover, the information provided is not intended to be, and should not be construed as,
investment, legal or tax advice. Nothing contained herein should be construed as a recommendation or advice to
purchase or sell any security, investment, or portfolio allocation. Please consult your Advisor directly for investment advice
related to your specific investment portfolio. The report herein is not a complete analysis of every material fact in respect to
any company, industry or security. The opinions expressed here reflect the judgment of the author as of the date of the
report and are subject to change without notice. Statistical information has been obtained from sources believed to be
reliable, but its accuracy and completeness are not guaranteed. The material has been prepared or is distributed solely for
information purposes and is not a solicitation or an offer to buy any security or instrument or to participate in any trading
strategy. 0118-01208 i Ranking algorithm based on industry experience, interviews, compliance records, assets under
management, revenue and other criteria by SHOOK Research, LLC, which does not receive compensation from the
advisors or their firms in exchange for placement on a ranking. Investment performance is not a criterion. ii MSCI Emerging
Markets Index: The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance of emerging markets. The Index consists of the following 23 emerging market country
indices: Argentina, Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Israel, Korea, Malaysia,
Mexico, Morocco, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey. Source: MSCI. MSCI makes
no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data
contained herein. The MSCI data may not be further redistributed or used as a basis for other indices or any securities or
financial products. This report is not approved, reviewed or produced by MSCI. The Dow Jones Industrial Average is a priceweighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the NASDAQ. The S&P 500 is
an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S. stock market. iii
https://www.bloomberg.com/news/articles/2017-09-19/norway-wealth-fund-says-reached-1-trillion-in-value iv
http://www.nasra.org/files/Issue%20Briefs/NASRAInvReturnAssumptBrief.pdf v https://am.jpmorgan.com/blobgim/1383407651970/83456/MI-GTM_1Q181.pdf?segment=AMERICAS_US_ADV&locale=en_US

