
 

A Registered Investment Adviser 

April 1, 2023  Volume 4 Issue 2 

2nd Quarter 2023 
 Commentary 

Special points 
of interest: 

Historically Stocks Rise 
2-3% in the Second 
Quarter 

Artificial Intelligence is 
a Growth Industry 

The Limits of  FDIC 
Insurance 

The Basics of Variable 
Annuities 

Emerging Market Equi-
ties Can Reduce Risk 

Is Now a Time to Invest 
in Gold? 

 

Investing in Artificial 
Intelligence 2 
The Protection of 
Bank Accounts 2 
A Primer on Variable 
Annuities 3 
Investing in Emerging 
Markets Equities 3 
About Stark Financial 
Advisers 4 
Gold is Glistening 4 
    

What to Expect this Quarter 
After a volatile but, on 
balance, higher first quar-
ter, what can we expect in 
the second quarter? His-
torically, the stock mar-
ket's performance during 
the second quarter (April 
through June) has been 
mixed. It's difficult to gen-
eralize the performance of 
the stock market over 
such a broad time frame, 
but some patterns and 
trends have been ob-
served over the years.  In 
general, the stock market 
tends to perform well dur-
ing the second quarter, 
but not as strong as the 
first and fourth quarters. 
This can be attributed to 
several factors, such as 
the "sell in May and go 
away" phenomenon. This 
suggests that investors 
tend to sell stocks in May 
to avoid the historically 
weaker summer months, 
and then return to the 
market in November. 
However, this pattern is 
not always consistent;  
market performance in 
the second quarter varies. 

13.8% in Q2 during 
1962. This was largely 
due to the "Flash Crash" 
of 1962; a stock market 
decline that occurred 
from May 28 to June 5, 
triggered by concerns 
over the U.S. economy 
and the escalating Cold 
War. In 2002, the S&P 
500 Index fell by about 
13.7% in Q2, driven by 
accounting scandals 
(such as Enron and 
WorldCom), concerns 
over corporate govern-
ance, and ongoing weak-
ness following the dot-
com bubble burst. Then, 
in 1970, the S&P 500 
Index dropped by rough-
ly 11.9% during Q2. The 
U.S. economy experi-
enced a mild recession 
and investor sentiment 
was negatively impacted 
by geopolitical events, 
including the Vietnam 
War.  Historically, the 
S&P 500 has delivered 
an average return of 
around 2-3% during the 
second quarter.   

This is based on various 
factors, such as economic 
data, corporate earnings, 
geopolitical events, and 
investor sentiment. The 
three best second quarters 
for the S&P 500 were reg-
istered in 1958, 2009, and 
1975. In 1958, the S&P 
500 Index saw gains of 
about 20.2% during Q2, 
primarily due to a strong 
economic recovery and a 
rebound from a recession 
in 1957.  During 2009, the 
S&P 500 Index increased 
by approximately 15.9% 
during the second quar-
ter. The market started to 
rebound from the lows 
experienced during the 
financial crisis of 2008-
2009. The third best 2nd 
quarter was in 1975. The 
S&P 500 Index gained 
around 15.3% during Q2, 
as the market rallied fol-
lowing a severe recession 
that ended in March 1975. 
Then there were the bad 
quarters registered in 
1962, 2002, and 1970.  
The S&P 500 Index de-
clined by approximately 
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Artificial technology con-
tinues to advance and be-
come more integrated into 
various industries. Invest-
ing in AI stocks can offer 
above average potential 
growth opportunities. Nu-
merous industries, includ-
ing healthcare, finance, 
manufacturing, and oth-
ers, are all being influ-
enced by new AI applica-
tions. AI solutions can en-
hance productivity, reduce 
costs, improve decision 
making, enhance the cus-
tomer experience, drive 
innovation, and assist in 
risk management. Many 
companies are involved in 
AI development or imple-
mentation. These compa-
nies can range from tech-
nology giants, such as Mi-
crosoft, NVIDIA, or IBM, 
to smaller, specialized AI-
focused firms such as Veri-
tone, Cognex Corp., Evo-

lent Health, and Sensus 
Healthcare. Exposure to 
the sector can be gained 
through investing in indi-
vidual companies, or in 
mutual funds, or ETFs. 
One example is the Global 
X Robotics and AI ETF/
BOTZ.  Investing in an 
ETF provides diversifica-
tion through exposure to 
multiple companies within 
the AI space. When invest-
ing in individual compa-
nies, it is important to un-
derstand the technology 
and concepts, such as ma-
chine learning, natural 
language processing, and 
computer vision. Under-
standing the technology 
can help you make more 
informed decisions and 
identify companies with 
promising AI applications. 
As with all companies, 
each company’s financial 
health and fundamental 

performance indicators, 
such as revenue growth, 
profit margins, and debt 
level are important to con-
sider.  It is also important 
to evaluate the competitive 
dynamics. Identify compa-
nies with a competitive 
advantage or unique value 
proposition. Other factors 
to consider are the poten-
tial impact of regulatory 
changes, data privacy con-
cerns, and ethical consid-
erations about the AI in-
dustry and specific compa-
nies. Investing in AI 
stocks, like any other in-
vestment, carries inherent 
risks. There are no guaran-
tees of returns.  However, 
AI is a relatively new in-
dustry and the growth pro-
spects are above average. 
AI investments are an at-
tractive inclusion to most 
portfolios.  
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Investing in Artificial Intelligence “AI” 

stepped in to protect all deposits at Sili-
con Valley Bank, regardless of size. 
However, without special intervention, 
the FDIC defines four account owner-
ship categories for deposit insurance 
coverage: 1. Single Accounts: These are 
accounts held by one person. 2. Certain 
Retirement Accounts: These are ac-
counts that are set up for retirement 
purposes, such as Individual Retirement 
Accounts (IRAs) and Keogh Plans. 3. 
Joint Accounts: These are accounts held 
by two or more people, and 4. Revocable 
Trust Accounts: These are accounts that 
are established for the benefit of one or 
more beneficiaries, where the owner has 
the right to revoke or change the terms 
of the trust. All deposits held in the same 
ownership category, at the same insured 
bank, are added together and insured up 
to the standard insurance amount of 
$250,000, per beneficiary.  

The safety of bank deposits is the focus 
of many investors. Bank deposits, sub-
ject to limits, are insured by the Federal 
Deposit Insurance Corporation (FDIC), 
an independent agency of the United 
States government.  The FDIC is not to 
be confused Securities Investor Protec-
tion Corporation (SIPC) that protects 
depositors at securities broker/dealers 
from the loss of their deposits if the in-
stitution fails. When a bank fails, the 
FDIC will typically step in to protect the 
depositors. It provides insurance for 
their deposits up to a stated amount. 
The FDIC will then take over the failed 
institution and try to sell it, or manage 
it, until it can be sold, with the proceeds 
going to pay back the insured deposi-
tors. The current FDIC insurance limit is 
$250,000 per depositor, per insured 
bank, for each account ownership cate-
gory.  However, this line is a bit blurred, 
given that the federal government 



 

A Primer on Variable Annuities 
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Variable annuities (“VA”) 
are an investment product 
offered by insurance compa-
nies, typically consisting of 
different mutual funds. The 
objective is to provide a 
combination of growth po-
tential and an income 
stream in retirement. There 
are advantages and disad-
vantages to VAs.  Earnings 
in a VA grow tax-deferred. 
That means you won't pay 
taxes on the gains until you 
withdraw the money.  VAs 
offer a range of investment 
options, allowing investors 
to diversify based on their 
risk tolerance and invest-
ment objectives. A VA can 
provide a guaranteed in-
come stream in retirement, 
which can help alleviate 
concerns about outliving 
one's savings.  Many varia-
ble annuities include a death 
benefit that ensures your 
beneficiaries receive a speci-

fied amount upon your 
death, regardless of the an-
nuity's account value. Final-
ly, unlike other retirement 
accounts, such as IRAs and 
401(k)s, variable annuities 
do not have annual contri-
bution limits, allowing in-
vestors to save more for re-
tirement, if desired. Now, 
the disadvantages. Variable 
annuities often come with 
higher fees, compared to 
other investment products. 
These include management 
fees, mortality and expense 
charges, and surrender 
charges if you withdraw 
your funds within a certain 
period. When you withdraw 
from a VA, the proceeds are 
taxed as ordinary income. 
This could result in a higher 
tax rate, compared to long-
term capital gains from oth-
er investments. VAs can be 
complex and difficult to un-
derstand due to the combi-

nation of insurance and in-
vestment components, vari-
ous fees, and surrender pe-
riods.  VAs have limited li-
quidity. Withdrawing funds 
from a variable annuity be-
fore the age of 59½ may 
incur a 10% IRS penalty, in 
addition to any surrender 
charges imposed by the in-
surance company. Finally, 
there is market risk. The 
value of the investments in a 
variable annuity's sub-
accounts can fluctuate with 
market conditions; there is 
no guarantee that the ac-
count value will increase.  
Before investing in a VA, it's 
essential to carefully consid-
er your financial goals, risk 
tolerance, liquidity needs, 
and investment horizon.  It 
is also a good idea to do a 
Cost vs. Benefit comparison 
to other investment choices 
to see which is in your best 
interest.  

Currently, clients’ accounts 
with a Moderate Risk toler-
ance are approximately 75% 
invested in equities. Of this 
portion, one third of the al-
location is invested in 
emerging market equities 
(“EME”).  Investing in EME 
has several potential bene-
fits as part of a well-
diversified investment port-
folio. Investing in EME can 
help diversify your portfolio 
by providing exposure to 
different countries, econo-
mies, and industries outside 
of developed markets. This 
diversification may reduce 
the overall risk in your port-
folio since economic or mar-
ket events in one region may 
not necessarily affect all re-
gions equally. Also, EME 

often have higher growth 
potential, compared to de-
veloped markets, due to fac-
tors such as a growing mid-
dle class, increasing urbani-
zation, and rising consumer 
spending. As these econo-
mies continue to develop, 
companies in these markets 
can, potentially, experience 
higher revenue and earnings 
growth. Further, current 
valuations are attractive. 
Emerging market equities 
are trading at lower valua-
tions compared to their de-
veloped market counter-
parts. This makes them an 
attractive investment oppor-
tunities for value conscious 
investors. EME securities 
also provide currency diver-
sification by providing expo-

sure to different currencies, 
which may help protect your 
portfolio from currency risk, 
or fluctuations in the U.S. 
dollar. Finally, demographic 
trends are favorable. Popu-
lations are younger and  in-
creasing, both of which can 
contribute to growth. How-
ever, investing in EME mar-
kets also comes with some 
risks, such as increased vol-
atility, political and eco-
nomic instability, and cur-
rency risk.  As a money 
manager, we weigh the po-
tential benefits against the 
risks, and consider each cli-
ent’s investment objectives, 
risk tolerance, and time 
horizon before deciding 
whether to invest in emerg-
ing markets equity. 

Investing in Emerging Markets Equities 
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About Stark Financial Advisers 
 
Stark Financial Advisers is an investment adviser registered with the State of Florida.  SFA 
seeks to achieve positive returns over a long-term investment horizon by creating and 
maintaining the optimum portfolio for each investor. We view the optimum portfolio as 
one having the highest potential return consistent with the risk tolerance and investment 
horizon of the owner. 
 
We also understand the relationship between risk and return and seek to reduce risk through targeted 
asset allocation among numerous asset classes.  Each asset class has separate and distinct characteristics, 
including returns and risk that can be measured over time.  While all classes are cyclical, they often trend 
in different directions.   Two portfolios, each having similar return prospects, may have substantially 
different short-term risk characteristics.  Clearly, the lower risk portfolio would be the choice of most 
investors. 
 
Of course, all investments contain risk and there is no guaranty of positive returns; losses can occur.  For 
additional information, please visit  www.starkadvisers.com.  
 
Pursuant to Rule 204-3 of the Investment Advisers Act of 1940, we are required by the Se-
curities and Exchange Commission to offer  each client a copy of Form ADV Part II that 
describes our firm and methods of operation.  To receive a copy, please call 863-697-8024.  

Stark Financial 
Advisers, Inc. 

Computing the historical 
return of gold can be chal-
lenging to quantify pre-
cisely, since it depends on 
the time frame being ana-
lyzed. However, over the 
long term, gold has gener-
ally been considered a 
store of value, rather than 
an asset that generates 
significant returns. When 
comparing gold to other 
asset classes, like stocks or 
bonds, gold has generally 
underperformed in terms 
of average annual returns. 
From 1971, when the U.S. 
abandoned the gold stand-
ard, to the end of 2020, 
the average annual return 
of gold has been around 
7.5% to 8%. However, it's 
important to note that 
gold's performance has 
been quite volatile, with 
periods of significant 
gains and losses. On the 
other hand, during stable 

For the first year in 
many, we are bullish on 
gold and gold miners.  
Gold tends to perform 
well during times of eco-
nomic or geopolitical 
uncertainty, or inflation-
ary pressures as we are 
now experiencing. Gold 
also performs well dur-
ing periods of currency 
devaluation, as we may 
see should the U.S. dollar 
continue to decline in the 
foreign exchange mar-
kets. During such peri-
ods, gold can outperform 
other asset classes. For 
example, during the 
1970s, gold experienced 
substantial gains due to 
high inflation and geopo-
litical tensions. Similarly, 
gold saw strong returns 
during the 2008-2011 
period following the 
global financial crisis and 
subsequent recession.  

Gold is Glistening 

“Helping Clients 
Balance Risk and 

Return” 
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economic times and peri-
ods of low inflation, gold's 
performance has often 
lagged stocks and bonds. 
For instance, during the 
1980s and 1990s, gold 
prices remained relatively 
flat, while stocks experi-
enced strong gains. In 
summary, the stage ap-
pears to be set for gold to 
move higher. Gold may be 
set to outperform other 
asset classes in the short-
term. Longer-term, his-
torical returns have been 
relatively modest com-
pared to other asset clas-
ses. So, gold is not likely 
to be a permanent portfo-
lio holding. At times, 
holding gold in a portfolio 
provides important diver-
sification and may help 
protect wealth during tur-
bulent times. This may be 
that time.  
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