
Friends,  
 
As the DOW hits a new milestone of 23,000, a lot of people ask me how high it can go.  Obviously I can’t 
answer that; on the one hand, economic fundamentals look pretty good.  On the other hand, PE ratios 
get more and more expensive the higher the stock market climbs.  Now is as good a time as any to ask 
yourself if your current investment allocation is appropriate for your situation, in good times, and bad.   
 
OIL & GAS INVESTING 
So far this year, MLPs have been one of most underperforming asset classes, with the Wells Fargo 
Securities MLP index -9.4% through the end of September, vs the S&P 500 +12.5% over the same 
period.  However, that's partly what makes MLPs as an asset class look attractive, in my 
opinion.  Current valuations are attractive relative to average historical levels, unlike US stocks which are 
trading near all-time highs and at a premium to historical PE multiples.  Further, MLPs as an asset class 
are offering average yields in the 8% range, much more attractive than other traditional income-
oriented investments.  Theoretically, this implies an 8% average return expectation with no assumption 
for capital growth or increased dividends.  Lastly, the decline in oil prices seems to have stabilized, with 
crude prices rising 9% in September.  Personally, I find the yield advantage and valuation discount 
attractive enough that MLPs are a significant part of my own future investments, as long as these yield 
and valuations advantages persist.  See the attached Wells Fargo Securities research note for more 
details. 
 
HIGH YIELD BONDS GETTING EXPENSIVE 
Speaking of income-oriented investments, historically high-yield bonds have been one of my favorite 
asset classes from a risk-return perspective; offering much of the historical return of the stock market at 
significantly lower levels of risk.  However, much like US stocks, high yield bonds globally have gotten 
very expensive, with spreads at 10-year lows.  Recently the WSJ published an article highlighting to what 
extent the demand for new high yield issues is pushing spreads lower.  For example, the article 
mentioned new bonds issued from Tajikistan and Maldives at yields one wouldn't typically associate 
with issuers that have tiny levels of GDP and very little repayment track records.  Frankly, it smells a lot 
like the dot.com boom in the late ‘90s, when companies with no earnings managed and questionable 
business models attracted huge amounts of investment capital.  Bull markets usually end in euphoria 
accompanied with easy money, and this seems like a prime example; buyers beware! See the article for 
more details: https://www.wsj.com/articles/junk-bond-boom-reaches-far-corners-of-the-world-
1507714202 
 
INFLATION 
Just a quick note on inflation as the headline CPI number rose dramatically in September.  Most of the 
spike was due to higher gasoline prices on the back of the hurricanes, but underlying inflation seems to 
be fairly steady with core inflation (excluding volatile food and energy components) is +1.7%.  First Trust 
economist Brian Wesbury feels this is solid enough, and close enough to the FED’s target, that a 
December interest rate hike is still very likely.  See the attached note for more detail. 
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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 
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 bonds. 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 
 
High-yield bonds, also known as junk bonds, are subject to greater risk of loss of principal and interest, 
including default risk, than higher-rated bonds. Investors should not place undue reliance on yield as a 
factor to be considered in selecting a high yield investment. 
 
Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC 
(WFAFN), Member SIPC. WHF Wealth Management is a separate entity from WFAFN. 
 
Wells Fargo Securities is the trade name for the capital markets and investment banking services of 
Wells Fargo & Company and its subsidiaries, including Wells Fargo Securities, LLC, member NYSE, FINRA 
and SIPC and Wells Fargo Bank, National Association 
 
 
 

 
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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