
Salzinger Sheaff Brock  YTD One Year  Three  Five Years 

Growth -0.5% -3.5% 8.1% 7.9% 

Growth & Income -0.1% -2.3% 7.1% 7.6% 

Moderate Balanced 0.5% -1.9% 6.6% 7.3% 

Conserva ve Balanced 0.8% -1.1% 5.2% 6.0% 

Re rement Income 1.1% -1.0% 4.6% 5.9% 

High Monthly Payout 2.2% 2.8% 3.6% N/A 

Alterna ve 1.7% -8.1% -4.6% -2.8% 

Index          

S&P 500 1.4% 1.8% 11.8% 11.6% 

Russell 3000 && 1.0% -0.3% 11.2% 11.0% 

Russell 2000 ## -1.5% -9.8% 6.8% 7.2% 

MSCI EAFE @@ -3.0% -8.3% 2.2% 2.3% 

MSCI Emerging Markets 5.7% -12.0% -4.5% -4.1% 

Barclays Aggregate Bond 3.0% 2.0% 2.5% 3.8% 

Mutual Fund/ETF Comparisons          

Vanguard LifeStrategy Growth & 1.1% -2.3% 6.7% 6.8% 

Vanguard LifeStrategy Moderate Growth # 1.7% -1.1% 5.8% 6.2% 

Vanguard LifeStrategy Conserva ve Gr @ 2.3% 0.0% 4.8% 5.2% 

Vanguard LifeStrategy Income ^ 2.8% 1.0% 3.8% 4.4% 

DB Commodity Index Tracking Fund ! -0.5% -22.1% -21.3% -15.3% 

We group similarly managed accounts into five core account styles (Growth, Growth & Income, Moderate Balanced, Conservative Balanced and Retirement Income) 
identified by their general level of conventional investment risk, and two specialty account styles (High Monthly Payout and Alternative). We present these net-of-fee 
results in the following table. (For the sake of comparison, we also include returns for various indexes and mutual fund/ETFs.)  

YTD through March 31, 2016. PLEASE SEE IMPORTANT DISCLAIMER ON BACK. Note: &&A good measure of the broad market,  ##Small-cap stocks. @@Developed market foreign 
stocks. Style Comparisons: &A good comparison for SSB Growth and SSB Growth & Income. #A good comparison for SSB Moderate Balanced. @A good comparison for Salzinger Sheaff 
Brock, LLC (SSB) Conservative Balanced. ^A good comparison for SSB Retirement Income. !A reasonable comparison for SSB Alternative. Composites include all (but not less than five) fully 
discretionary, management fee-paying including those accounts no longer with the firm of reasonable size that are substantially invested in accordance with the composite strategy or style. 
Returns are presented net of management fees and all trading expenses, and the reinvestment of all income. Net-of-fee performance was calculated using actual management fees,. Actual 
advisory fees and transaction fees will vary depending on, among other things, the portfolio, account size, and activity. Fees are described in SSB’s ADV Part 2A. The securities mentioned in 
this report can be, and often are, owned by clients and employees SBIA. Past performance is not indicative or a guarantee of future results. (continued on back) 

The equity market rebounded in March and during the first three 
weeks of April, though the la er month’s contribu ons are not re-
flected in the table, above. In fact, as I’m wri ng this on April 20, the 
Russell 3000 index (basically, the 3000 largest publicly traded com-
panies, weighted by market capitaliza on) is now up a bit more than 
3% for the year.  

Though our account composites outperformed the Vanguard 
LifeStrategy funds (for the compara ve risk level) in the three- and 
five-year periods ended March 31, 2016, they lagged these same 
funds in the first quarter of 2016. One reason is that we include ded-
icated exposure to small-cap equi es (through conven onal funds 
and ETFs), which are lagging. Another is that we currently have a lt 
toward the ‘growth’ style of inves ng, the degree of which increases 
with the risk level of the account. So far this year, ‘value’ is bea ng 
growth, which is therefore hur ng our recent rela ve results. How-
ever, a third significant factor is that we have li le, if any, in very 
high-quality, long-term bond investments, which produced strong 
gains (near double digits, depending on maturity) and are included 
in the LifeStrategy funds. Underperformance during periods when 
such bonds rally is a price we are willing to pay these days, because 
current low levels of interest rates create an una rac ve risk/
reward for such securi es, in my opinion. 

I consider mul ple sources of risk when establishing asset alloca-
ons and selec ng specific funds, ETFs and other securi es (closed-

end funds and even stocks and conserva ve op ons strategies, occa-
sionally) for all of the accounts under my management. Financial 
history has proven that o en mes an investment that has per-
formed well over many years has risk unrecognized by most inves-
tors and could bite them at any me. For example, a er a decade or 
so of generally excellent investment performance un l the financial 
crisis, banks and other financial companies crumbled in historic fash-
ion, surprising virtually everybody. Of course, this type of thing has 
happened with high-flying individual stocks in a variety of industries 
for a mul ple of heretofore unforeseen causes. 

It can happen with mutual funds, too. There have been many funds 
with long records of success and low risk, at least as measured by 
month-by-month vola lity, that then plummet. In some cases, prob-
ably the manager just lost his or her touch. But in many others, the 
fund actually was risky despite the low vola lity, perhaps through 
above-average (some mes significantly so) sector weigh ngs or 
even just he y weigh ngs in a handful of stocks. 

The recent experience of Sequoia Fund provides a par cularly vivid 
illustra on of this phenomenon. Long venerated as an excellent, low
-risk equity fund, this focused offering built its posi on in Valeant 
Pharmaceu cals to an incredible 29% of assets as of June 2015, ac-
cording to Morningstar. When Valeant was discovered to be unscru-
pulous last summer and fall, the stock tanked by as much as 70%. As 
a result, Sequoia dropped by more than 20% from September 

APRIL 2016 UPDATE 

Con nued on back 



Thank you for your con nued interest in 
Salzinger Sheaff Brock (SSB), the only source of 

actual personalized money management by me, 

If you are a subscriber to one or both of my newsletters, The No-Load Fund Investor and The Investor’s ETF Report, for every month you are also a client of Salzinger Sheaff Brock, 
my partners and I will pay to extend your current newsletter subscription for one month. In other words, you will get free months tacked on to the end of your current subscription(s). 

The S&P 500 Index is a market capitalization‐weighted index comprised of the 500 stocks with the largest market capitalizations trading in the United States. This is not a managed portfolio and does 
not reflect the deduction of fees or expenses; returns include dividends. The Barclays US Aggregate Bond Index is a broad-based benchmark that measures the investment grade, US dollar-
denominated, fixed-rate taxable bond market in the United States, including Treasuries, government-related and corporate securities, mortgage backed securities, asset-backed securities and CMBS 
(agency and non-agency). DB Commodity Index Tracking Fund (DBC) seeks to track changes, whether positive or negative, in the level of the DBIQ Optimum Yield Diversified Commodity Index Ex-
cess Return™ (DBIQ Opt Yield Diversified Comm Index ER) plus the interest income from the Fund's holdings of primarily US Treasury securities less the Fund's expenses. The Fund is designed for 
those who want a cost-effective and convenient way to invest in commodities. The Index is composed of futures contracts on 14 of the most heavily traded physical commodities in the world. The 
Alternative portfolio is a commodity centric portfolio of ETFs and mutual funds whose constituents’ profits are highly sensitive to general commodity prices. It may perform differently than DBC since the 
composite does not hold futures contracts. Russell 3000 and Russell 2000 indices are market capitalization weighted equity indices maintained by the Russell Investment Group. The 3000 seeks to be 
a benchmark of the entire U.S. stock market, and the 2000 seeks to be a benchmark of the small-cap U.S. stock market. More specifically, they encompass the 3,000 largest, or 2000 smallest U.S.-
traded stocks respecfully, in which the underlying companies are incorporated in the U.S.  The MSCI EAFE Index is an equity index which captures large and mid cap representation across Developed 
Markets countries* around the world, excluding the US and Canada. With 928 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country. The 
MSCI Emerging Markets Index captures large and mid cap representation across 23 Emerging Markets (EM) countries. With 835 constituents, the index covers approximately 85% of the free float-
adjusted market capitalization in each country. Indexes are unmanaged and unavailable for direct investment. Benchmark returns include reinvestment of income, but do not reflect taxes, or other fees 
that would reduce performance. Two general types of benchmarks are provided. The first type is a well-known and widely-recognized index, such as the S&P 500 Index and the Barclays US Aggregate 
Bond Index (both described above). These types of indices are not selected to represent an appropriate benchmark with which to evaluate a composite’s performance, but rather to allow for compari-
son of a composite’s performance to that of a widely recognized index. The second type of index is a more narrowly-focused index selected based on one or more characteristics, such as asset class, 
style or strategy. A more narrowly-focused index may have characteristics similar to those of a composite, actual composite holdings will differ significantly from the index. Consequently, use of a nar-
rowly-focused index does not indicate that a composite will achieve returns, volatility or other results similar to the index. Clients should NOT expect performance comparable to the narrowly-focused 
index in an actual account. Securities may be mentioned in a portfolio description, and if so a list of a transactions/recommendations for the trailing 12 months is available upon request. There is the 
chance that market conditions or portfolio performance may deteriorate in the future, and clients may experience real capital losses in their managed accounts. None of the indices may be an appropri-
ate comparison index as our managed accounts may own companies not represented in the benchmarks. Salzinger Sheaff Brock, LLC (SSB) provides this Newsletter for general informational and 
educational purposes, and where appropriate, to assist in explaining the portfolios and composites. It is not investment advice for any person. Information is obtained from sources SSB believes are 
reliable, however, SSB does not audit, verify, or guarantee the accuracy or completeness of any material contained therein. The statements and opinions reflect the judgment of the firm, and along with 
the information from third-party sources and calculations, are made on the date hereof and are subject to change without notice. SSB does not assume liability for any loss that may result from reliance 
by any person upon any material in this Newsletter. Clients or prospective clients are directed to SSB’s Form ADV Part 2A or to one or SSB's representatives for individualized information prior to 
deciding to participate in any portfolio. SSB does not provide tax advice. Clients are strongly urged to consult their tax advisors regarding any potential investment.  

through March. To make ma ers even worse for investors in Se-
quoia, some of those redeeming their shares have received their 
proceeds par ally in stock of fund holdings in lieu of cash. (We 
have never held shares of Sequoia in any account.) 

Regardless of a fund’s past performance, I always consider its con-
centra on before purchase. If a fund devotes more than 10% of its 
assets to any one stock, I won’t consider it. It is even rare for me to 
buy a fund that devotes more than 6% or so to its top holding. Oth-
erwise, you risk significant underperformance if the top holding 
plummets. 

As for the market’s overall risk right now, I would say it’s above 
average but not so much that I need to reduce equity alloca ons. 

A few specific opportuni es I saw in previous months have been 
par ally or even fully realized, but the market has a way of pre-
sen ng new opportuni es all of the me. And I’ll be here looking 
for them, as always. 

To talk with us about any of our account styles and how I would 
posi on your personal por olio, please call 866-575-5700, or send 
an email to info@salzingershea rock.com.  

 
 

Chief Investment Officer and Por olio Manager 

10401 North Meridian Street 
Suite 100 
Indianapolis, Indiana  46290 
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