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HALF FULL OR HALF EMPTY

The voting members of the FOMC believe that the rate of economic
growth, as measured by Gross Domestic Product (GDP), will be in the
range of 1.8% to 2.0% for 2015 and 2.4% to 2.7% for 2016. This is a
slower rate of growth than prior recoveries and therefore continues to
need stimulus in the form of low interest rates. The unemployment rate
expectations for the Fed are 5.2% to 5.3% for 2015 and 4.9% to 5.1% for
2016. The rate of growth of wages continues to be low, which in turn
has pressured consumer spending and remains a concern. These two
economic measures and the recent FOMC press release suggest that the
Fed will be careful about when and how much it will raise interest rates.

The Energy Prices graph (below) shows the sharp decline in crude oil
prices and effect on gasoline prices. The red line shows the price of a
barrel of West Texas Intermediate (WTI) crude from the end of
September 2014 to the end of June 2015. As the second quarter 2015
progressed, the magnitude of price changes has diminished as the crude
price leveled out in the $60 range. This is well below the high $90s we
saw in early October and well up from the low $40s reached in early
December. Lower prices for crude have caused producers to reduce
their drilling activity, thereby gradually reducing supply. Over time, this
will bring supply and demand into closer balance. The lower prices have
enabled gasoline prices to be reduced, which in turn have helped energy
consumers and stimulated demand.
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While the Federal Open Market Committee (FOMC) may not be right all
the time, they do have considerable influence on the direction of the
economy, so paying attention to their policy guidance is useful. The
press release of their June meeting suggests there is uncertainty as the
words moderately, somewhat, gradually, and reasonably were used to
describe the progress of the economy. The FOMC has a policy mandate
to maximize employment while holding inflation to a manageable level.
The economic indicators that the Fed watches most closely are
unemployment and inflation. Both have made progress in returning the
economy to fuller use of assets but at an uneven pace. Investors have
concerns about when the Fed will begin to raise interest rates and the
pace of the increase. Since the recession of 2008-2009, the economy has
been pushed along by low interest rates. Our expectation is that
economic growth will be strong enough to absorb the higher costs of
capital that rising interest rates would impose.

This gradualist approach, we believe, will help to keep the equity
markets on reasonable footings.

Crude

Now that the year is half over, an appropriate question to ask would be,
“Is the glass half full or half empty?” As equity investors, we might
logically look at the S&P 500 Index as a proxy for the performance. On
that basis, the Index is up 1.23% total return for the first half of the year
and up 0.28% for the second period. Positive numbers are better than
negative, of course, but neither number suggests a robust investment
climate. As we progress through our commentary for the quarter, we
will make the case for the economy to be back-end loaded with the
expectation that the full year total return for the S&P 500 will be in the
6% to 8% range as the economy recovers from a slow start. That is
certainly better than inflation and better than the ten-year US Treasury,
but less than recent years.
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Inflation has been held in check at least in some part by the decline in
the cost of gasoline. The May release of the Consumer Price Index (CPI)
shows interesting contrasts. The headline number for May had the index
increasing 0.4% month over month, up from 0.1% for April. The core CPI
number for May was only 0.1%, which excludes energy and food. Food
was flat month-over-month but total energy prices increased 4.3% and
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The June non-farm payroll numbers reported by the Bureau of Labor
Statistics showed an addition of 223,000 workers to the workforce.
While this was down from the May increase of 254,000, it was enough
to reduce the unemployment rate to 5.3%, a new low for this recovery
cycle. There is some concern that average hourly earnings did not
increase from May and wages are only 2% over the year. This level of
employment increase should not cause any consternation at the Fed or
the equity markets.
We are of the opinion that the economy and the equity market will have
noticeable improvements in the second half of the year. There are
numerous global issues that may cause momentary upsets, but the
efforts of central banks around the world to stimulate their economies
appear to be working. The S&P 500 graph (right) shows the price
progress of the index on the red line and the blue line shows the
Price/Earnings ratio of the index with the earnings being the consensus
estimate for the next twelve months. While 15.61 times is above where
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We have exposure in many portfolios to companies and energy Master
Limited Partnerships (MLPs). Insofar as MLPs are concerned, there is
little exposure to commodity price risk. The partnerships collect fees for
the transport, storage and in some cases the processing of the
commodity being shipped. Investors, however, have been more negative
than we believe is warranted given the fundamental stability of
midstream business models.

the index was at the start of the recovery, we believe that it is not
stretched at this point, particularly with economic growth projected to
be back-end loaded for 2015.

P/E Ratio (NTM)

gasoline increased 10.4%. Gasoline prices year-over-year are down
25.0%. As the Energy Prices chart shows, the steep decline in gasoline
prices will run its course and is likely to be a significant factor in putting
upward pressure on inflation as we progress through the fall and winter.
With the Fed watching this progression they will have more reasons to
want to begin increasing interest rates. On the other hand, the Greek
financial crisis and the modest growth of GDP in the Eurozone put some
pressure on the Fed to overstimulate the domestic economy. It is a
delicate balancing act.
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On an organizational note, DAC welcomes Deborah A. Lamb, CSCP, and
Hayes C. Lanford to the family. Deborah joined us in early May as Chief
Compliance Officer with more than 25 years of industry experience with
both institutional and individual investment advisers. Hayes joined us in
mid-June as Portfolio & Systems Analyst having recently graduated from
Wofford College with a BS in Mathematics and a minor in Economics.
As always, we appreciate the opportunity to be of service to you. Please
let your portfolio manager know if you have any special concerns. If
there are changes in your financial situation that affect your investment
objectives, please let us know.
Have a great summer!
Additional Sources: Bloomberg, Federal Reserve, EIA, Briefing.com
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IMPORTANT DISCLOSURES
You should carefully consider the investment objectives, potential risks, management fees, and charges and expenses before investing. There are no
guarantees that dividend-paying stocks will continue to pay dividends. In addition, dividend-paying stocks may not experience the same capital appreciation
potential as non-dividend paying stocks. The past performance of the strategy is not an indicator of future performance; and investment results may
vary. The Dividend Assets Capital, LLC’s Investment Adviser Brochure, Form ADV Part 2, contains this and other information about the Firm, and should be
read carefully before investing. You may obtain a current copy of Dividend Assets Capital’s Form ADV Part 2 by visiting our website at
www.DACapitalSC.com, emailing info@DACapitalSC.com, or by calling us toll free at (866) 348-4769. An investment in a Master Limited Partnership (MLP)
unit involves risks that differ from a similar investment in equity securities including ownership controls associated with the limited partnership structure,
high debt to equity ratios, and certain tax risks. Investors in Master Limited Partnerships (MLPs) should determine the tax consequences of investing in MLPs
based on their specific circumstances and should consult with their tax advisor regarding the tax consequences of an investment in MLPs. Investments in
international markets present special risks including currency fluctuation, the potential for diplomatic and political instability, regulatory and liquidity risk,
foreign taxation and differences in auditing and other financial standards. Risks of foreign investing are generally intensified for investments in emerging
markets. Investors in MLPs may be required to file tax returns and pay tax in each state in which the MLP operates. Individual retirement accounts and
retirement plans investing in MLPs may be required to report unrelated business taxable income (UBTI) and pay unrelated business income tax (UBIT). Tax
reporting information for MLPs is provided to investors on an annual Schedule K-1 issued by an MLP. Investors may be required to request an extension of
time to file their tax returns if an MLP has not issued a Schedule K-1 by April 15. MLPs are generally held in an investor’s account to generate income. The
S&P500 Index is a widely recognized unmanaged index of equity prices and is representative of a broader market and range of securities than is found in
individual client portfolios. Individuals cannot invest directly in the Index; however, an individual can invest in exchange traded funds or other investment
vehicles that attempt to track the performance of a benchmark index. Data is deemed reliable, but DAC does not guarantee reliability or accuracy.
Information provided is as of the date of this report and is subject to change.
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