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THIRD QUARTER MARKET REVIEW AND DISCUSSION
The third quarter witnessed much of the volatility we
alluded to in our last newsletter: some good news in
developed international markets, the obsessive parsing
of every verbal statement and body language from Fed
Chairman Bernanke and a great deal of trying to figure
out where markets were headed.

to two quarters is not yet a trend given the significant
headwinds facing international markets.
As the quarter ended, the United States entered yet
another messy political fight (as if there is a different
kind), which has had some adverse impact on market
psychology. Cooler investing heads must prevail
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International markets responded favorably to the
first set of positive growth numbers coming from
the Eurozone in almost 6 quarters. In addition, the
slowdown concerns in China have lessened slightly.
This is not to say the international arena is one we
believe we want to increase our holdings in—one
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here—the US Government “shut down” is the 17th
in the last 34 years. Each time, amazingly enough,
the Government reopens, expands and we all move
forward. Markets will fluctuate in the short-term, but
what matters is the long run.

The upcoming quarter will be significant for
the funding of the government for fiscal year
2014 along with another debt ceiling debate. In
both cases, a deal will be reached, no one will
be completely happy and everyone can move
on and worry about other things that matter in
our lives.
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THOUGHTS ON THE STATE OF THE U.S. ECONOMY
In keeping with our advice to focus on the long-term,
there are both positive developments in the national
economy as well as headwinds to overcome. On the
positive side of the economic ledger, the Index of Leading
Economic Indicators continues to show expansion in the
6-9 months ahead.

remain unable to expand this to the majority of Federallyowned lands for the foreseeable future.
The headwinds are largely labor market based. We
are not generating sufficient job growth to absorb new
entrants and the labor force participation rate is declining
to 30+ year lows. The labor force participation rate is the
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The US energy resurgence is accelerating with our
imports of natural gas and oil decreasing 32% and 15%,
respectively, over the past 5 years. While a small part of
it is due to the recession during 2008-2009, the main
reason is increased output. The downside is that we

percentage of the civilian labor force over age 16 that
is employed or actively looking for work. What is most
concerning is the continued downward trend despite
the recession officially ending over 3 years ago.

The challenge is to stay focused on what we CAN
influence and work to maximize it to get the best outcome. For some (I include myself here), the “sport” of
the political fight is nearly irresistible but in the end it
does not have much impact on the day-to-day.
Finally, I am very excited to introduce a new addition to our team at Praetorian Guard: Marc Wehmeyer

and his wife Ashleigh. Marc recently retired
after a 20 year career serving the Nation
in the U. S. Army as an Apache Helicopter
pilot and strategist, along with a tour of duty
teaching economics at West Point and combat tours in Iraq and Afghanistan.
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THE DIFFERENCES IN HOW ADVISORS ARE
COMPENSATED AND WHY IT MATTERS
Recently the Certified Financial Planner Board of Standards clarified and enhanced
the manner in which investment advisors can describe how they are compensated
for their services. While this may seem a bit esoteric for our newsletter, we believe it is
crucial to be informed of the methods describing compensation and more importantly,
to understand how that impacts the advice you may receive.
One recurring theme we hear from our clients and people we meet is that they do
not like the commission model still prevalent in the financial services industry. They,
accurately in our view, believe it taints the advice they receive because the advisor
stands to benefit more from one recommendation over another. We agree completely.
There are now three definitions of compensation allowed for Certified Financial
Planner certificants: Commission, Fee Only and Commission and Fee. Of these three
choices, Fee Only is clearly optimal for the client as the advisor AND any related
party are only compensated in the form of fees paid by the client. It aligns incentives,
removes potential for conflicts of interest to cloud recommendations and allows clients
to truly ascertain the value received for the fees paid.
For those from Missouri (the “Show Me State”), here are some extracts from
another firm’s disclosure document (Form ADV, Part II) to illustrate the issue:
Typically, there are no out of pocket sales charges paid by you for the purchase of
insurance products. Nonetheless, we may receive commissions for your insurance
purchases. The commission paid to us is based on a percentage of the premium
paid by you. Mutual funds typically deduct sales charges from your investments in
order to provide us with a commission as compensation for our services. We do not
recommend no-load funds.
Firm ABC will pay support fees to your Financial Advisor in recognition of his or her
efforts to promote your banking relationship.
The bottom line: Praetorian Guard is a Fee Only firm. Our advisors’ only source of
compensation from client work is from fees paid by Praetorian Guard clients.

COMPLEXITY ONLY
MAKES FINANCIAL
LIFE HARDER

© 2013 BehaviorGap
BehaviorGap.com

Closing Thought
Praetorian Guard is a division of Praetorian
Wealth Management, Inc.
© 2013 Praetorian Wealth Management, Inc.
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We believe that according the name ‘investors’ to institutions that
trade actively is like calling someone who repeatedly engages in
one-night stands a ‘romantic.
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— Warren Buffett

