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INTRODUCTION
If Only We Had a Crystal Ball 

In the meantime this is the final forecast in the old form. If I 
continued to produce them, they would be likely to remain the 
same now, anyway. They reflect my expectation that we must 
have a severe deflation shock coming, and that the timing is 
difficult but it could happen at any time and is likely to be very 
violent when it does. I have been expecting this for at least 
three years and it has not happened, but the way that markets 
and economies have developed over these three years only 
serves to make it more likely, and not less, in my view. I know 
these forecasts look extreme and ridiculous in the eyes of most 
but in a deflation shock of the severity I expect they are 
unfortunately very plausible. The unraveling of the currency 
carry trade, which I have discussed again in this  ‘monthly’, is a 
central part of this expectation and I believe the evidence says 
that it has already begun, which makes the one year horizon 
perhaps – finally - realistic.

No doubt, anything can happen in 
the financial markets, so those of 
us who live in glass houses must be 
careful about throwing stones, but 
the revelation by The New York 
Times on 8.11.18 that one analyst 
saw the Turkish Financial Crisis 
coming vividly illustrates why the 
only problem with market timing is 
getting the timing right! 



INTRODUCTION
Staying the Course Has Rewards

Despite enduring two-dozen market pullbacks of at least 12% since its 
launch in 1977, The Prudent Speculator has performed admirably.  



INTRODUCTION

“Successful speculating is 
more a matter of character 

than mathematics, analysis or 
luck.”

– Al Frank
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THE PRUDENT SPECULATOR

Use Promo Code

AAII2018

20% off an annual subscription to 

The Prudent Speculator!

Visit theprudentspeculator.com and enter code at checkout

INTRODUCTION
The Prudent Speculator

Free Stock Pick Report
Enter “25” for AAII Promo Code on Sign-Up ClipBoard

http://www.theprudentspeculator.com/


The Secret to Success in Stocks

THE VALUE OF DIVIDENDS



“The secret to success in 

stocks is not to get scared 

out of them.”

―Peter Lynch

THE SECRET TO SUCCESS IN STOCKS



THE SECRET TO SUCCESS IN STOCKS
Temperament Often Trumps Intellect

There may be no better visual aid to remind folks that investing is an 
emotional roller coaster than Wall Street’s most photographed (per 
Marketwatch) trader Peter Tuchman. Sadly, many panic on days as 
shown on the left, missing out on the rewards depicted on the right.



THE SECRET TO SUCCESS IN STOCKS
Investing is an Emotional Roller-Coaster



THE SECRET TO SUCCESS IN STOCKS
Ups & Downs, But Long-Term Trend Is Up

The Bursting of the Tech 
Bubble in 2000-2002 and the 
Financial Crisis/Great 
Recession in 2007-2009 are 
about the only visible blips 
on the long-term (back to 
1927) chart of the S&P 500 
index,  but if one utilizes a 
log-scale for the Y-axis, the 
swings of the equity markets 
over the past 90 years are 
more easily evident. Of 
course, the long-term trend 
has been very favorable AND 
these charts show only price 
appreciation of the S&P 500, 
ignoring the historically 
lucrative impact of dividends 
and their reinvestment. 



THE SECRET TO SUCCESS IN STOCKS
Lots of Frightening Events 

History is filled 
with plenty of 
disconcerting 
events, but 
those who have 
stayed the 
course, sticking 
with their long-
term 
investment 
plans, have 
nearly always 
been rewarded 
in the fullness 
of time.



THE SECRET TO SUCCESS IN STOCKS
A Big Selloff Happens Almost Every Year

While the S&P 500 has enjoyed excellent long-term returns and endured 
a relatively small number of negative full years since the founding of The 
Prudent Speculator in 1977, there have been corrections of 10% or more 
in 25 of the 41 years, including the current one. 



THE SECRET TO SUCCESS IN STOCKS
Volatility is Normal 

Selloffs, downturns, pullbacks, corrections and even Bear Markets are 
events that equity investors always have had to endure on their way to 
the best long-term performance of any of the financial asset classes.



THE SECRET TO SUCCESS IN STOCKS
24/7 Access to Portfolio Info is a Problem

Myopic loss aversion is the combination of a greater sensitivity to losses 
than to gains and a tendency to evaluate outcomes frequently...The 
investors who got the most frequent feedback (and thus the most 
information) took the least risk and earned the least money. 
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THE SECRET TO SUCCESS IN STOCKS
Financial Media is Not Always Helpful
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THE SECRET TO SUCCESS IN STOCKS
The Greek Debt Crisis – Safety vs. Stocks 

Greece has been just one of many headwinds, but those who opted for 
the “safety” of bonds or gold since the first Athens bailout package in 
May 2010, have missed out on handsome equity market returns.



THE SECRET TO SUCCESS IN STOCKS
Plenty of “Help” for Investors



THE SECRET TO SUCCESS IN STOCKS
Abundant Online Advice: Click Here



THE SECRET TO SUCCESS IN STOCKS
All the Bases: Down 50% or Dow 50,000



THE SECRET TO SUCCESS IN STOCKS
Miracle of Compounding: Dow 50000

It is amazing how relative modest yearly return numbers can lead to 
substantial growth when time and simple math are applied. For 
example, Dow 50000 by the year 2030 would be achieved with annual 
price gains for the index of 5.6%...which is merely the historical average.



THE SECRET TO SUCCESS IN STOCKS
We Constantly Provide Perspective

“It pays to have nerves of steel. That’s 
the most important lesson to emerge 
from the Prudent Speculator’s position 
as one of this country’s most successful 
investment newsletters of the past four 
decades.” – Mark Hulbert



THE SECRET TO SUCCESS IN STOCKS
Outsized Weekly S&P Moves

The week ended 10.26.18 was unusual, but since 1927 there have been 
222 times when the S&P 500 has lost 3.94%+ from a Friday to a Friday.



THE SECRET TO SUCCESS IN STOCKS
The Only Problem with Market Timing…

It is always stunning to see how so 
many mutual fund owners seem to be 
awful market timers, buying high and 
selling low, with the big inflows into 
U.S. stocks right near the Jan 26, 2018 
all-time high giving way to big outflows 
right near the Feb 8, 2018 low…and 
then huge inflows the week of Mar 14, 
2018, just before stocks plunged anew. 



THE SECRET TO SUCCESS IN STOCKS
…is Getting the Timing Right

“The interesting thing is that the return gap (on an annualized basis) 
does get bigger for these funds the further you go back. So if we were to 
include 15 years of data, the spread actually jumps above 2% for a lot of 
these funds (though the data is sparser out in this region).” 

U.S. Based 
Stock Funds 
2008-2018 
per Derek 
Horstmeyer
Assistant 
Professor of 
Finance
George 
Mason 
University.



THE SECRET TO SUCCESS IN STOCKS
Buying High & Selling Low?

The folks at AAII were very Bullish at S&P 2925, but after a 9% decline 
over the ensuing three weeks, pessimism jumped to a six-month high. 
Then, after a 6% rebound had taken place, optimism jumped above the 
historical norm, just in time for another pullback. 



“Of course, the immediate future is uncertain; America has 
faced the unknown since 1776. It’s just that sometimes 
people focus on the myriad of uncertainties that always 

exist while at other times they ignore them (usually 
because the recent past has been uneventful). American 

business will do fine over time. And stocks will do well just 
as certainly, since their fate is tied to business 

performance. Periodic setbacks will occur, yes, but 
investors and managers are in a game that is heavily 

stacked in their favor.“

– Warren Buffett

THE SECRET TO SUCCESS IN STOCKS



THE VALUE OF DIVIDENDS
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MYTH DEBUNKING

“Fear cannot be banished, but 
it can be calm and without 

panic; it can be mitigated by 
reason and evaluation.”

– Vannevar Bush



Don’t believe everything you hear

MYTH DEBUNKING



MYTH DEBUNKING
Keep Calm and Carry On 

Memories tend to fade over time, but since the end of the nasty 
Financial Crisis Bear Market in March 2009, there have been more than 
a few frightening events, yet stocks have still managed to move higher.



Despite plenty of big 
moves in the equity 
markets, the Chicago Board 
Options Exchange S&P 500 
Volatility Index (VIX) was 
actually not too far from its 
historical monthly average 
in early April.

MYTH DEBUNKING
Beware of Exaggerations



MYTH DEBUNKING
Volatility 2018: Far Greater Previously



Rising interest rates are not fatal

MYTH DEBUNKING



MYTH DEBUNKING
Δ in 10-Year & Value/Growth

Many have incorrectly 
warned that rising rates 
will prove the undoing of 
equities, but nine 
decades of returns data 
show that stocks in 
general have performed 
admirably both 
concurrent with and 
subsequent to increases 
in the yield on the 10-
Year Treasury, with Value 
and generally Dividend 
Payers asserting their 
usual dominance. 



MYTH DEBUNKING
Δ in Fed Funds Rate & Value/Growth

Many have incorrectly 
warned that rising rates 
will prove the undoing 
for equities, but six 
decades of returns data 
show that stocks in have 
performed admirably 
both concurrent with and 
subsequent to increases 
in the Fed Funds rate, 
while Value stocks really 
assert their dominance 
when the Fed is 
tightening monetary 
policy.



MYTH DEBUNKING
Taper Tantrum

Yet, one year later, the S&P 
500 had recouped those 
losses and then some, rising 
13.6% from May 22, 2013 to 
May 22, 2014, even though 
Janet Yellen’s Fed actually 
started to taper by $10 billion 
per month in January 2014.

On May 22, 2013, Ben 
Bernanke hinted that the 
Federal Reserve would soon 
begin to taper it’s $85 billion 
per month in purchases of 
bonds and mortgage backed 
securities. One month later, the 
S&P 500 had dropped 3.8%.



MYTH DEBUNKING
Fed Liftoff

Yet, two+ years later, the S&P 
500 had recouped those losses 
and then some, returning 44.3%  
from Dec 15, 2015 to Nov 9, 
2018, even though the Fed has 
actually hiked the Fed Funds rate 
seven more times to 2.25%.

On December 16, 2015, the 
Federal Reserve raised the 
Federal Funds rate by 25 basis 
points to 0.50%, the first 
increase (“Liftoff”) in the 
benchmark interest rate since 
2006. One month later, the S&P 
500 had dropped nearly 8%.



MYTH DEBUNKING
Rising Rates are Bad for Stocks?

Stocks have performed admirably, even as the 10-Year U.S. Treasury 
yield has pushed above 3%, with the S&P 500 climbing from 2130 on 
July 8, 2016, despite a more-than-doubling in the 10-Year yield. 



MYTH DEBUNKING
Treasury Rates & Next 12 Month Returns



The Fed is likely to remain friendly

MYTH DEBUNKING



MYTH DEBUNKING
Subdued LT Economic Growth Expected

The Fed left its longer-run projection for GDP growth at 1.8%, though its 
outlook for 2018 growth increased to 3.1%, up from 2.8%. The long-run 
forecast for the Federal Funds rate inched up to 3.0%.

Source: Federal Reserve, September 26, 2018



MYTH DEBUNKING
Healthy U.S. Economic Growth

Uncle Sam estimated Q3 ‘18 GDP growth at a robust 3.5%, Yes this was 
down from the 4.2% calculated for Q2 ’18, while many are worried that 
growth will slow markedly as we move forward, with ongoing trade 
skirmishes not helping. Still, we continue to think the solid U.S. economy 
provides a favorable backdrop for corporate profits. 



MYTH DEBUNKING
Lots Of Hikes Needed To Reach “Normal”

Folks should not be too worried about additional interest rate hikes, 
given that Jerome Powell & Co. presently project that the long-run 
target for the Fed Funds rate is 3.0%, well below the long-term average.



MYTH DEBUNKING
Inflation Remains Relatively Low

While the Federal Reserve is 
always on guard for inflation, 
the pullback in the Consumer 
Price Index to 2.3% should 
have allayed concerns, for the 
moment. No doubt, Jerome 
Powell & Co. are still 
comforted by the fact that 
their preferred gauge of 
inflation, the Personal 
Consumption Expenditure 
(PCE), continues to reside near 
2.0%. Of course, it wasn’t that 
long ago that the Fed was 
worried about deflation!



MYTH DEBUNKING
Interest Rate Expectations

Source: Bloomberg

While the plunge 
in equities has 
been tied to fears 
of rising interest 
rates, the odds 
(per the futures 
market) of a 
2.75%-3.00% or 
higher Fed Funds 
rate by June 2019 
were lower on Oct. 
26 (26.3%) than at 
the Sept. 20 
(33.9%) stock 
market peak!



Stocks are not too expensive

MYTH DEBUNKING



MYTH DEBUNKING
Fed Model: Favorable Earnings Yield

The so-called Fed Model suggests that the yield on 10-Year Treasuries 
should be similar to the S&P 500 Earnings Yield, which is the inverse of 
the P/E ratio. If the 10-Year is greater than the S&P Earnings Yield, a 
market is overvalued and if the reverse is true, as it is today, a market is 
undervalued. Though some argue that the Fed Model is no longer an 
effective tool, we like today’s relatively rich earnings yield of 5.23%.



MYTH DEBUNKING
Stock Prices Often Follow Earnings

Market history shows that sustained market downturns usually coincide 
with a recession in corporate profits. No guarantees, of course, but the 
outlook for earnings, especially given the recent tax cuts, is favorable. 



MYTH DEBUNKING
Shiller P/E (CAPE)

While the elevated 
Cyclically Adjusted 10-
Year P/E (CAPE) 
compiled by Yale 
University Professor 
Robert Shiller has yet 
to prove problematic, 
we respect that equity 
market valuations are 
not cheap from an  
earnings multiple  
perspective…though 
we can’t simply ignore 
extraordinarily low 
interest rates.

Shiller Cyclically Adjusted 10-Year P/E (CAPE)

http://www.econ.yale.edu/~shiller/data.htm



MYTH DEBUNKING
We Hope Now is Like March 2000

Value strategies had a great five years following the bursting of the Tech 
Bubble in March 2000, despite rich multiples on the major indexes. 



MYTH DEBUNKING
Dow Went Nowhere: 1966 to 1982

Incredibly, the Dow Jones Industrial Average actually lost ground over a 
16-year time span from the beginning of 1966 to the beginning of 1982, 
yet the total return on Value stocks was a superb 13.39% per annum. 
Obviously, stock picking mattered as the S&P 500’s annualized return 
was only 5.97%, though Non-Dividend Payers outperformed Dividend 
Payers by more than one percent per year. Despite losing nearly 10% of 
its price, the Dow’s total return during the period was 3.94% per annum.



MYTH DEBUNKING
Dow Went Nowhere: 1929 to 1954

Illustrating that index values tell only part of the story, the Dow Jones 
Industrial Average actually lost ground over a 25-year time span from 
the beginning of 1929 to the beginning of 1954, yet the total return on 
stocks ranged from 4.02% to 8.32% per annum, with the S&P 500’s 
annualized return coming in at a respectable 6.07%. The reason for the 
difference between the price-return-only Dow measure and the actual 
returns investors might have earned is dividends and their reinvestment.



MYTH DEBUNKING
Newsleter Ports & Benchmarks Metrics



“If you do not change 

direction, you may end up 

where you are heading”

―Lao Tzu

MYTH DEBUNKING



Valuable Properties

THE VALUE OF DIVIDENDS



“Value investing is at its core the 
marriage of a contrarian streak 

and a calculator.” 

—Seth Klarman

VALUABLE PROPERTIES



VALUABLE PROPERTIES
Value Makes Sense – Most Like A Bargain



VALUABLE PROPERTIES
Value Stocks Have the Best LT Returns



VALUABLE PROPERTIES
Miracle of Compounding: Value - Growth



VALUABLE PROPERTIES
Fama French - The Value of Dividends LT

The historical data freely available from Professors Eugene F. Fama and
Kenneth R. French (http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html),

show that Value and Dividend Payers outperform over the long term.

http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html


VALUABLE PROPERTIES
Fama French - The Value of Dividends ST

We are now in one of the relatively rare periods where Value has lagged
in the performance horse race, while dividend payers have been also-
rans as well, per portfolio data provided by Professors Fama and French.



VALUABLE PROPERTIES
Valuation Disparity

Value stocks are as attractive relative to Growth as at any time since the 
Tech Bubble, the bursting of which led to massive Value outperformance. 



VALUABLE PROPERTIES
No Matter the Hold, Odds Favor Value



In Dividends We Trust

THE VALUE OF DIVIDENDS



“Do you know the only thing 
that gives me pleasure? It's to 
see my dividends coming in.”

—John D. Rockefeller

IN DIVIDENDS WE TRUST



In general, stocks have delivered handsome long-term returns, but 
dividend payers have won the long-term spoils.

IN DIVIDENDS WE TRUST
Dividend Versus Non-Dividend Payers



Though volatility has been waning in recent years for both dividend 
payers and non-payers, the former have nearly always shown lower 
standard deviation statistics.

IN DIVIDENDS WE TRUST
Dividend Payers Have Been Less Volatile



IN DIVIDENDS WE TRUST
Income Options – Equities Very Attractive

The major market averages are not that far from all-time highs, but the 
payout on the S&P 500 (1.98%) is still very generous when compared to 
yields on fixed income instruments, and when viewed against the 
historical averages since the launch of The Prudent Speculator in 1977 
for U.S. Treasuries, Money Market Funds and the Aggregate Bond Index.  



IN DIVIDENDS WE TRUST
Dividends Today Vs. 2000 & 2007 Peaks 

Yields:

Current: 1.9%
2007 Peak: 1.7%
2000 Peak: 1.1%

S&P Level:

1.9% Yield: 2781
1.7% Yield: 3123
1.1% Yield: 4827



IN DIVIDENDS WE TRUST
Money Market Fund Yields Over Time

The yield on the Schwab Value Advantage Fund has moved up sharply of 
late, but there is a long way to go to approach the 2000 or 2007 levels. 



IN DIVIDENDS WE TRUST
Significant EPS Growth Estimated

History shows that stock prices generally have 
followed earnings, so it is nice to see actual and 
projected EPS moving up, even as earnings 
forecasts often turn out to be too rosy. Happily, 
the number of companies (76.9%) exceeding 
expectations thus far in Q3 2018 is far better than 
the average beat-rate over the prior 5 years. 



IN DIVIDENDS WE TRUST
Dividends Have Grown Over Time

While dividends are never guaranteed, the historical evidence suggests 
that Corporate America has a long history of raising quarterly payouts, 
whereas the coupons on most debt instruments are fixed. 



Undervalued Dividend Payers

THE VALUE OF DIVIDENDS



UNDERVALUED DIVIDEND PAYERS

“We think of ourselves as 
partners in great corporations, 

growing in wealth as they 
prevail, rather than traders of 

pieces of paper.”

– Al Frank



UNDERVALUED DIVIDEND PAYERS
Patience, Patience, Patience

After our initial recommendation of Apple at a split-adjusted $1.60 
on 10.06.00, the stock had skidded 34% just three months later.



UNDERVALUED DIVIDEND PAYERS
Apple Stock Price Vs. Bond Price

Investors gobbled up an Apple 10-Year bond yielding 2.4% in May 2013 
when the stock yielded 2.8%. At least they minimized their volatility!



UNDERVALUED DIVIDEND PAYERS
The Longer the Hold, the Better for Stocks



UNDERVALUED DIVIDEND PAYERS

“No matter how great the talent 
or effort, some things just take 
time. You can’t produce a baby 
in one month by getting nine 

women pregnant.”

– Warren Buffett



UNDERVALUED DIVIDEND PAYERS
TPS Recommended Stock Distribution

Obviously, we would prefer that all of our picks pan out, but a 63% 
success (profitable) rate has produced a stellar 17%+ average annualized 
total return for each of 1,875+ recommendations dating back to 1977.



UNDERVALUED DIVIDEND PAYERS

“Don't judge each day by the 
harvest you reap but by the 

seeds that you plant.”

—Robert Louis Stevenson



UNDERVALUED DIVIDEND PAYERS
Inexpensive, Higher Yield & Down a Lot



THE PRUDENT SPECULATOR
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THE VALUE OF DIVIDENDS
The Prudent Speculator
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DISCLOSURES

All performance data is as indicated on the chart. The information provided comes from independent sources believed reliable, but accuracy is not guaranteed and has not been
independently verified. The security information, portfolio management and tactical decision process are opinions of Al Frank Asset Management, a division of AFAM Capital, Inc. and the
performance results of such recommendations are subject to risks and uncertainties. The value of an investment and the return on invested capital will fluctuate over time and, when sold
or redeemed, may be worth less than its original cost. This material is not intended as and should not be used to provide investment advice and is not an offer to sell a security or a
solicitation or an offer, or a recommendation, to buy a security. Investors should consult with an investment advisor to determine the appropriate investment vehicle. Investment
decisions should be made based on the investor's specific financial needs and objectives, goals, time horizon and risk tolerance.

Any securities information regarding holdings, allocations and other characteristics are presented to illustrate examples of the types of investments or allocations that that AFAM may
have bought or pursued as of a particular date. It may not be representative of any current or future investments or allocations and nothing should be construed as a recommendation to
purchase or sell a particular security or follow any investment strategy or allocation. Any forward looking statements or forecasts are based on assumptions and actual results are
expected to vary from any such statements or forecasts.

TPS Portfolio is the Al Frank Credit Trust’s actual investment portfolio.

Buckingham Portfolio is John Buckingham’s actual investment portfolio. Though not presently leveraged, it has been so in the past. It is not based on actual client returns.

Millennium Portfolio is unleveraged and hypothetical. It is not based on actual client returns.

PruFolio is unleveraged and hypothetical. It is not based on actual client returns.

All portfolio returns are calculated on a total return basis and reflect the reinvestment of dividends, if any, margin leverage and margin interest charges, trading costs and subscription
costs. There are inherent limitations with in hypothetical or model portfolio results as the securities are not actually purchased or sold. They may not reflect the impact, if any, of material
market conditions which could have has an impact on AFAM’s decision making if the hypothetical portfolios were real. Hypothetical performance is shown for illustrative purposes only
and should not be interpreted as an indication of performance of any AFAM portfolio. The use of leverage magnifies gains and losses and increases risk to a portfolio.

All opinions and views constitute our judgments as of the date of writing and are subject to change at any time without notice. For comparison purposes, the strategies are measured
against the Russell 3000 Index, a broad market index of the U.S. equity universe. You cannot invest directly in an index. Past performance is not a guarantee of future results.
Diversification does not protect against loss in declining markets.
Other indices referenced are defined below. It is not possible to directly invest in an index.

Russell 3000 Index: The Russell 3000 Index measures the performance of the largest 3000 U.S. companies. It is constructed to provide a comprehensive, unbiased, and stable barometer of 
the broad market and is reconstituted annually to ensure new and growing equities are reflected.

Russell 3000 Value Index: The Russell 3000 Value Index measures the performance of those Russell 3000 Index companies with lower price-to-
book ratios and lower forecasted growth values.

Russell 3000 Growth Index: The Russell 3000 Growth Index measures the performance of the broad growth segment of the U.S. equity universe. It includes those Russell 3000 companies 
with higher price-to-book ratios and higher forecasted growth values.

455-AFAM-11/6/2015



DISCLOSURES

Russell 2000 Index: The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000 Index is a subset of the Russell 3000® Index 
representing approximately 10% of the total market capitalization of that index.

Russell 2000 Value Index: The Russell 2000 Value Index measures the performance of small-cap value segment of the U.S. equity universe. It includes those Russell 2000 companies with 
lower price-to-book ratios and lower forecasted growth values. The Russell 2000 Value Index is constructed to provide a comprehensive and unbiased barometer for the small-cap value 
segment.

Russell 2000 Growth Index: The Russell 2000 Growth Index measures the performance of the small-cap growth segment of the U.S. equity universe. It includes those Russell 2000 
companies with higher price-to-value ratios and higher forecasted growth values. The Russell 2000 Growth Index is constructed to provide a comprehensive and unbiased barometer for 
the small-cap growth segment.

Russell 1000 Index: The Russell 1000 Index measures the performance of the large-cap segment of the U.S. equity universe. It is a subset of the Russell 3000® Index and includes 
approximately 1000 of the largest securities based on a combination of their market cap and current index membership.

Russell 1000 Value Index: The Russell 1000 Value Index measures the performance of the large-cap value segment of the U.S. equity universe. It includes those Russell 1000 companies 
with lower price-to-book ratios and lower expected growth values.

Russell 1000 Growth Index: The Russell 1000 Growth Index measures the performance of the large-cap growth segment of the U.S. equity universe. It includes those Russell 1000 
companies with higher price-to-book ratios and higher forecasted growth values.

S&P 500 Index: Standard and Poor's 500 Index is a capitalization-weighted index of 500 stocks. The index is designed to measure performance of the broad domestic economy through 
changes in the aggregate market value of 500 stocks representing all major industries.

S&P 500 Value Index: A market-capitalization-weighted index developed by Standard and Poor's consisting of those stocks within the S&P 500 Index that exhibit strong 
value characteristics.

S&P 500 Growth Index: A market-capitalization-weighted index developed by Standard and Poor's consisting of those stocks within the S&P 500 Index that exhibit strong 
growth characteristics.

AFAM Capital, Inc. is a Registered Investment Advisor. Al Frank Asset Management and Innealta Capital are divisions of AFAM Capital. AFAM is editor of The Prudent Speculator 
newsletter and is the investment advisor to individually managed client accounts and certain mutual funds distributed through Northern Lights Distributors, LLC. Summary prospectuses 
can be reviewed at http://www.alfrankfunds.com/resources/ and 
https://www.geminifund.com/RegulatoryDocumentCenter/PublicDocuments/Current.aspx?FundFamily=Innealta+Capital+Funds&Fund=Country+Rotation&DocType=Summary+Prospect
us Investing involves risk and principal loss is possible. 

For more information, please visit afamcapital.com. Registration as an investment advisor does not imply any certain level of skill or training.
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