
Friends,  
 
CHASING GROWTH 
Over the last 3 years, the S&P 500 has performed well, +34% on a cumulative basis (source: JP 
Morgan).  This is strong performance compared to international stocks (MSCI EAFE +6%) or US bonds 
(Barclay’s Aggregate +8%).  So why not toss this idea of diversification out the window and just buy US 
stocks? Likely, this would be a losing proposition.  I’ve always said that if US stocks are doing well, no 
diversified portfolio is likely to keep up.  However, historically, after periods of strong S&P 500 
performance, the S&P 500 tends to underperform a more diversified portfolio.  According to JP Morgan, 
after 5-yr periods in which the S&P 500 outperforms a diversified strategy, the subsequent 5-yr period 
shows the S&P 500 dramatically underperforming diversification (see the attached for details).  If an 
investor wants to increase allocation to US stocks, the likely time to do it is after the S&P has performed 
poorly, not when it’s making new highs. 
 
PUERTO RICO 
Negotiations to put Puerto Rico on more solid financial footing continue, with PR governor announcing 
the latest iteration of a restructuring plan.  However, unlike previous versions in which the governor 
assured muni bondholders they would be paid, the most recent plan calls for only 25% of bonds be paid 
back!  However, the pain won’t be limited to bondholders as the fiscal burden will be spread 
broadly.  Government employees will be subject to mandatory furloughs and give up Christmas bonuses, 
and taxes will go up as well. PR Bond prices predictably fell.  Personally, I find it very interesting to see 
how quickly bondholder’s claims can be pushed aside in cases where government entities find 
themselves in an unsustainable financial situation following years of deficit spending.  In this case, the 
pain seems to be shared by all stakeholders, but disproportionally place on the shoulders of 
investors.  That being said, I still hear it’s a nice place to visit.  I just wouldn’t want to invest there. See 
the attached Wells Fargo Municipal Insight for more detail. 
 
EMERGING MARKET BONDS 
Over the last few years, emerging market corporate bonds as an asset class has grown to the point 
where it’s worth attention.  According to Lord Abbett, the asset class is now larger than the US High 
Yield category, and approximately 60% of JPMorgan EM Corp Bond index is investment grade.  Over the 
past three years, this index has provided comparable returns to US High Yield, with slightly lower 
volatility.  And the low correlation between the two implies good diversification potential.  Despite 
attractive performance, EM debt is still priced cheaper than their US corporate counterparts for any 
level of credit quality.  When it comes to overall portfolio diversification, it’s important to remember 
opportunities to diversify bonds as well as stocks.  
 
I hope this helps and you all have a great weekend! 
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Past performance does not guarantee future results and there is no guarantee that any forward looking 
statements made in this communication will be attained.  Wells Fargo Advisors Financial Network did 
not assist in the preparation of this report, and its accuracy and completeness are not guaranteed. The 
opinions expressed in this report are those of the author(s) and are not necessarily those of Wells Fargo 
Advisors Financial Network or its affiliates. The material has been prepared or is distributed solely for 
information purposes and is not a solicitation or an offer to buy any security or instrument or to 
participate in any trading strategy. Investors cannot directly purchase any index.  Additional information 
is available upon request. 
 
Stocks offer long-term growth potential, but may fluctuate more and provide less current income than 
other investments. An investment in the stock market should be made with an understanding of the 
risks associated with common stocks, including market fluctuations. 
 
Diversification does not guarantee profit or protect against loss in declining markets. 
 
The Bloomberg Barclays U.S. Aggregate Bond Index is composed of the Barclays U.S. Government/Credit 
Index and the Barclays U.S. Mortgage-Backed Securities Index, and includes Treasury issues, agency 
issues, corporate bond issues, and mortgage-backed securities. 
 
Investing in foreign securities presents certain risks not associated with domestic investments, such as 
currency fluctuation, political and economic instability, and different accounting standards. This may 
result in greater share price volatility 
 
The indices are presented to provide you with an understanding of their historic long-term performance 
and are not presented to illustrate the performance of any security.  Investors cannot directly purchase 
any index. 
 
The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group 
representation. It is a market value weighted index with each stock's weight in the Index proportionate 
to its market value. 
 
The Morgan Stanley Capital International Europe, Australasia and Far East (“MSCI EAFE”) Stock Index is 
an unmanaged group of securities widely regarded by investors to be representations of the stock 
markets of Europe, Australasia and the Far East. Source: MSCI. MSCI makes no express or implied 
warranties or representations and shall have no liability whatsoever with respect to any MSCI data 
contained herein. The MSCI data may not be further redistributed or used as a basis for other indices or 
any securities or financial products. This report is not approved, reviewed or produced by MSCI. 
 
Investors cannot directly purchase any index. 
 
Investments in fixed-income securities are subject to market, interest rate, credit and other risks.  Bond 
prices fluctuate inversely to changes in interest rates.  Therefore, a general rise in interest rates can 
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result in the decline in the bond’s price.  Credit risk is the risk that an issuer will default on payments of 
interest and/or principal.  This risk is heightened in lower rated bond.  If sold prior to maturity, fixed 
income securities are subject to market risk.  All fixed income investments may be worth less than their 
original cost upon redemption or maturity. 
 
Wells Fargo Investment Institute, Inc. (“WFII”) is a registered investment adviser and wholly-owned 
subsidiary of Wells Fargo & Company and provides investment advice to Wells Fargo Advisors and other 
Wells Fargo affiliates.  Wells Fargo Advisors is the trade name used by two separate registered broker-
dealers: Wells Fargo Clearing Services and Wells Fargo Advisors Financial Network, LLC, Members SIPC, 
non-bank affiliates of Wells Fargo & Company. 
 
Investment and Insurance products:  

NOT FDIC-Insured NO Bank Guarantee MAY Lose Value 

Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC 
(WFAFN), Member SIPC, a registered broker-dealer and a separate non-bank affiliate of Wells Fargo & 
Company. WHF Wealth Management is a separate entity from WFAFN.  
 
 
 
 
 

 
To unsubscribe from marketing emails from: 
•              An individual financial advisor at Wells Fargo Advisors Financial Networks: Reply to one of 
his/her emails and type “Unsubscribe” in the subject line. 
•              Wells Fargo and its affiliates: Unsubscribe at https://www.wellsfargoadvisors.com/wellsfargo-
unsubscribe 
 
Neither of these actions will affect delivery of important service messages regarding your accounts that 
we may need to send you or preferences you may have previously set for other email services.  
 
For additional information regarding our electronic communication policies, visit 
http://wellsfargoadvisors.com/disclosures/email-disclosure.html. 
 
Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC 
(WFAFN), member FINRA/SIPC, a registered broker dealer and nonbank affiliate of Wells Fargo & 
Company. 1 North Jefferson, St. Louis, MO 63103. WFAFN uses the trade name Wells Fargo Advisors. 
Any other referenced entity is a separate entity from WFAFN. 
 
This email may be an advertisement or solicitation for products and services. 
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