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Dear Friend:  

May provided mixed results for investors.  US stocks jumped 1.8% for the month (3.4% YTD), with many mega-cap US  names  posting  strong  gains.    Despite  a
strong Q1, emerging markets dipped 3.4%, pulling the YTD return down to 2.5%.   Though  commodities  eased  slightly  in  May  (-0.2%),  they  remain  head  and
shoulders above the rest on a YTD basis at 8.8%.  
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U.S. Cash 0.0% 0.0% 0.0% 0.1% 0.2% 0.0%
U.S. Bonds 4.0% -2.3% 5.8% 0.3% 3.5% 0.0%
U.S. Stocks 16.3% 33.3% 12.4% 0.3% 3.4% 1.8%
European Stocks 20.8% 24.7% -6.7% -2.0% -0.2% -0.6%
Pacific Stocks 15.5% 17.4% -4.7% 2.2% -0.7% 0.5%
Emerging Markets Stocks 18.6% -5.2% 0.4% -15.5% 2.5% -3.4%
Commodities -1.1% -9.5% -17.0% -24.7% 8.8% -0.2%
Risk Level 8 (0/42/22/7/7/7/15) 9.0% 7.4% 1.8% -4.6% 3.6% 0.1%

Don't let drawdowns get you down.  

Investments that never go down, like a CD, a passbook saving account or a short-term Treasury bill, can be comforting.    Savers,  as  opposed  to  investors,  enjoy
portfolios that are always at an all-time high.  Savers are never under water ... even for a minute.  Savers at times don't keep up with inflation, but  in  nominal  terms
they are always at least as well off as they were yesterday, last month or last year.  

Savers morph into investors when they venture into longer maturity Treasury bonds, corporate bonds, stocks and commodities.  Markets  compensate  investors  for
taking the risk of being underwater. As seen in the chart on page 2, an S&P investor was rewarded with an average of 10.5% per year  over  the  last  94  years.    A
$1,000 investment in January 1922 would have grown to just under $12 million dollars by December 2015.  On the other hand, a $1,000 investment in  Treasury  bills
over this period grew to just over $30,000.  Stocks returned nearly 400 times more than  T-bills.    The  strong  upward  movement  of  stocks  over  the  long  run  is
undeniable, but what fraction of the time were stock investors underwater over this period?  The answer may surprise you.  The chart on  page  3  shows  that  stock
investors were below their most recent peak an astonishing 70% of the time, or 790 months out of 1128, over this 94 year stretch.  

So what are the lessons learned from history? Firstly it would  be  prudent  for  investors  to  avoid  anchoring  to  the  most  recent  all-time  high,  and  accept  that
drawdowns can and will occur. Secondly, when the inevitable drawdown takes place, impatient investors fail because they react  to  being  underwater  and  thereby
miss big chunks of the rebounds. Studies have shown that over the long haul very few investors (about 20%) outperform index funds, in large part due to these types
of behavioral mistakes.  
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Stock portfolio grows 395 times larger than cash Zephyr StyleADVISOR: Cape Ann Capital, Inc.

Stocks vs T-Bills and Inflation over 94 years
January 1922 - December 2015 
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S&P 500    $11,928,027 (10.50%)

US T-Bills      $30,178 (3.69%)

Inflation          $13,668 (2.82%)
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Decline & recovery ... 790 months out of 1,128 (70%) Zephyr StyleADVISOR: Cape Ann Capital, Inc.

S&P500 declines and recoveries from all time highs
January 1922 - December 2015
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