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Market Update
The third quarter of 2015 was a very 
challenging one, characterized by an 
unusual amount of volatility, with many 
daily swings of several hundred points on 
the Dow Jones Industrial Average. The 
three major indices, the Dow, S&P 500, 
and NASDAQ, each declined between 
6% and 7%. The small-cap domestic stock 
indices experienced double-digit drops. It 
was the weakest market quarter  
since 2011.

It has been more than three years since 
the market had a 10% correction. The 
recent pullback can be attributed to a 
variety of factors:

•   A slowdown in China’s economy

• Uncertainty as to the Federal   
  Reserve’s future plans for interest rates

•  A slide in commodity prices,  
  especially oil

•  A general expectation of softening  
  corporate profits

It is clear that most of the market 
volatility is a function of investors moving 
in and out of the market. Most news 
stories concerning the factors described 
above trigger knee-jerk reactions from 
the active trading community. While 
the impact is felt in all portfolios, it is 
important to remember that these short-
term reactions are just that—short-term 
reactions! 

As uncomfortable as market corrections 
are, we recommend a long-term 
approach. These downturns are the 
temporary pain required to earn the 

potential long-term positive returns of 
the stock and bond markets. History 
shows that responding to these market 
corrections with an investment strategy 
that incorporates some form of market 
timing or prediction is hazardous. Being 
patient with a diversified investment 
portfolio during the tough times has 
generally been the most prudent means 
for delivering a successful investment 
experience.  

During the start of the fourth quarter, 
the three major indices highlighted above 
all experienced significant recoveries.
Does this mean the market correction 
is over? Not necessarily. But that is the 
point. No one can consistently predict 
what the market will do.

However, investors have historically 
been able to have the confidence to stay 
invested and have obtained a successful 
long-term investment result through 
these two actions:

1.   Avoiding concentrated investment 
portfolios and instead employing broad, 
global diversification of stock and bond 
investments, and

2.  Avoiding market timing and instead 
conducting periodic portfolio rebalancing.

The past cannot, and therefore should 
not, be used to predict or guarantee the 
future. But it can guide us in developing 
a sound investment policy to promote 
prudent investing while avoiding the 
dangers of chasing returns or seeking 
elusive safe havens that do not exist.
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Are You Ready For  
Retirement?

Help Leave a True Legacy for Your Children 

A financial professional can help you determine how to enjoy your 
retirement with adequate income. Bruce Jentner, President

THE PRESIDENT’S WORD

After years of saving and investing, you 
can finally see your retirement coming 
into view. You will have the freedom to 
do all of those things you just can’t find 
time to do: travel, volunteer, golf, visit 
family, and more. But just one question: 
How do you know if you are really able 
to retire?

Answering this question correctly can 
be difficult. A recent study indicated that 
25% of pre-retirees thought they were 
financially on track for their retirement 
but actually were not. Almost the same 
percentage thought they were not on 
track but were.*

How can you determine if you are 
financially ready to retire? There 

are steps you can take to help you 
determine how to enjoy your retirement 
with adequate income.

First, you need to be realistic about 
estimating your retirement expenses. A 
number of online programs can walk you 
through various spending categories to 
make sure you are thinking of everything.

Next, you need to input your retirement 
income sources and investments into a 
retirement probability analysis program, 
which will help you determine your 
probability of success. We all know 
that both life and the markets are 
unpredictable and volatile, but our 
reactions to the inevitable economic 
swings play a huge role in our financial 

success. If investing too aggressively in 
search of higher potential returns keeps 
you awake at night, you will not have a 
successful investment experience. 

Although it may be useful to view these 
online tools yourself, you should get help 
from a fee-only professional. Searching 
WebMD for a better understanding of 
health-related issues is no substitute 
for consulting with your doctor. In like 
manner, using online financial tools to 
help you understand how to prepare 
for your retirement is no substitute 
for consulting with a qualified, financial 
professional. 

90% of families do not retain their unity 
and wealth after three generations. Yes, 
the statistics are grim. Some parents 
feel more comfortable talking to their 
children about the birds and the bees 
than they do about money.

Leaving a true legacy is so much more 
than leaving financial wealth to your 
children and grandchildren. Training 
children to possess financial stewardship 
skills is critically important, regardless 
of whether they pursue a business or a 
charitable career path.

Consider these suggestions to help your 
children steward their financial lives in a 
sustainable way.

1. Prepare your children to spend. 
Understanding how to live within 

their means and how to budget their 
resources is critically important. Is a 
prom or a class trip on the horizon? 
Have your child take ownership of 
the budgeting process and work to 
contribute at least a portion of the 
expense. Help them setup a savings 
account and make regular deposits. Help 
them evaluate how much things cost 
and guide them in making wise financial 
choices. You may want to consider 
having them pay a percentage of their 
college-education costs so they take 
ownership of their educational choices.

2. Once your child begins earning money, 
help them develop the habit of investing 
for the future. Encourage them to put 
something out of every paycheck into 
a Roth IRA to learn the advantages 
of tax-free investing and compound 

investment returns. You may want to 
incentivize them by offering to match 
their contributions.

3. Plant the seed of generosity by 
encouraging them to contribute 
something out of each paycheck to help 
someone less fortunate. Visit an animal 
shelter or a church soup kitchen to 
experience firsthand how generosity 
can truly help others. Learning to be 
generous may not come naturally to 
many children, but it is a character skill 
that will serve them well.

Help your children and grandchildren 
learn sound financial stewardship skills. It 
won’t happen by accident.
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*Retire from Money Magazine; June 2015



A recent study concluded that hedge-
fund returns have been only about 
half as good as advertised! Ultimately, 
the study showed that because hedge 
funds voluntarily report their results, 
the published historical returns for the 
hedge-fund industry are inaccurate. The 
average annualized returns since 1996 
are not 12.6% as reported but are only 
6.3%.*

According to the research, hedge 
funds submit historical return data for 
marketing purposes. They selectively 
publish the returns of successful funds 
with 20/20 hindsight because these 
returns are worth bragging about. 
However, they can stop reporting 
returns on hedge funds that have 
disappointing results, resulting in what 
the report calls “extinction bias.”

After scrubbing the data to remove 
the biases to determine what the real 
returns have actually been, the research 
concludes: “The historical data show 
that hedge funds have not, on average, 
meaningfully outperformed traditional 
portfolios of stocks and bonds after 
fees.”

Remember, there are only 100 cents in 
a dollar. Whether you invest in hedge 
funds, annuities, managed accounts, 
stocks, bonds, mutual funds, ETFs, or 
cash, there is no magic bullet that has 
historically produced exceptional long-
term, risk-free returns.  In my opinion, 

you are wise to diversify your portfolio, 
keep your investment costs as low as 
practical, and avoid too much risk, while 
avoiding empty promises of safety.

Do your research and work with a 
fiduciary investment advisor who is 
legally required to place your interests 
first and who removes as many 
conflicts of interest as possible. Be wary 
of sales pitches that sound too good to 
be true. Remember, no one ever invests 
in something they think will lose money.  

*Buzzkill Profs: Hedge Funds Do Half as Well as You 
Think by Michael P. Regan in Bloomberg; August 
17, 2015

Matthew R. Jentner, CPA, CFP®
Director of Wealth Management
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Active Versus Passive 
Bond Funds
It is challenging to seek reasonable 
investment income in today’s low-
interest rate environment. This piece 
of advice was recently in a well-known 
personal finance newsletter:

“To get a decent yield while protecting 
your principal, you should own [bond] 
funds that focus on the tough task of 
actively buying and selling bonds.”

The article proceeded to recommend 
six actively managed bond funds 
that allegedly have “skilled managers, 
supported by smart analysts and agile 
traders.”1

Isn’t that what we all want—skilled 
bond managers supported by 
smart analysts and agile traders? 
Unfortunately, just because we would 
like this doesn’t mean we can get this!

Every six months, Standard and 
Poor’s compares active bond manager 
returns with their passive benchmark 
index.  The mid-year 2015 report 
found:

• The majority of fixed-income 
managers across all maturity ranges in 
the government and credit categories 
underperformed their respective 
benchmarks.
• Active fixed-income funds invested 
in long-term government bonds fared 
the worst, with nearly 9 out of 10 
managers underperforming their 
benchmarks.2

The debate between active and 
passive investment management 
continues. And the evidence continues 
to indicate that investing in low-cost, 
passively engineered investments 
is more reliable than their actively 
managed cousins.
 
1) Kiplinger’s Personal Finance; October 2015
2) SPIVA® U.S. Scorecard; June 30, 2015
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Hedge Funds Perform Half 
As Well As Reported
Hedge funds can choose to report only good returns and hide those with 
disappointing results. 



THE JENTNER REPORT
The Jentner Report is published quarterly by 
Jentner Wealth Management, 3677 Embassy 
Parkway, Akron, Ohio 44333, 330-668-1000. © 
2015 Jentner Wealth Management. All rights 
reserved. Information has been obtained from 
sources believed to be reliable, but its accuracy 
and completeness and the opinions based there-
on are not guaranteed, and no responsibility is 
assumed for errors and omissions. Nothing in 
this publication should be deemed as individual 
investment advice. Call Jentner Wealth Manage-
ment for consultation before making an invest-
ment decision. Any performance data published 
herein are not predictive of future performance. 
Investors should always be aware that past 
performance has not been shown to predict 
the future. Jentner Wealth Management is not a 
certified public accounting, tax, or legal firm. We 
do not engage in the preparation of tax returns 
or provide legal advice. If in doubt about the tax 
or legal consequences of an investment decision, 
it is best to consult a qualified expert. 

The Jentner Report is printed for our clients 
and select investors. If you have received this by 
mistake, please contact us to have your name 
removed from our mailing.

THE

Wealth Management Strategies from Jentner Wealth Management

FALL 2015

Investing in a Low  
Interest-Rate Environment
The Federal Reserve has kept 
interest rates near zero since 2008. 
So how in the world can anyone 
safely earn a reasonable investment 
income today?

What a conundrum! Short-term 
Treasury bills, CDs, and short-term 
bonds generate almost no income. 
10-year U.S. Treasury bonds earn a 
little more, slightly more than 2%. 
But when interest rates rise, those 
government bonds will decline 
in value, even though they are 
guaranteed by the government. This 
is because when interest rates rise, 
bond values decline.

What if you need income? What can 
you do?

Investing solely for income can be 
a trap for people in retirement. It 
may be more appropriate to invest 
for total return. This is not a new 
concept. Rather than investing only 
for interest and dividends, consider 
also investing for capital appreciation.

The real risk is not reaching your 
financial goals. But some people are 
so focused on never experiencing 

any fluctuations in the value of their 
money that they prohibit themselves 
from earning returns that are real—
returns higher than income taxes and 
inflation.

Consider investing for total return: 
a combination of interest, dividends, 
and capital appreciation. This 
potentially higher, long-term total 
return is only available if you are 
willing to accept fluctuations in the 
value of your investment portfolio 
by adding some stock investments in 
your portfolio.

In today’s low interest-rate 
environment, it is unlikely that an 
income-only return will provide a 
real return after taxes and inflation. 
This is where professional help may 
be beneficial. Seek advice from a 
fiduciary advisor who does not earn 
a commission from any investment 
or insurance products. Hopefully, 
this will allow you to have greater 
confidence that you are not being 
delivered a sales pitch.
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