
“All businesses need to be young forever.  If your customer base ages 
with you, you’re Woolworth’s” Jeff Bezos-Amazon

Never let it be said that the investing world is a dull place!  The latest 
shot across the bow is the announcement that Amazon is purchasing Whole 
Foods for about $14 billion and is going to enter the US grocery store wars.  
Why would Amazon, the King of retailing, wade into a business model that 
reputedly has averaged only about 2% to 3% profit margins per year?  Grocery 
store sales in the US account for about $800 billion in sales each year.  Our 
only guess is that Bezos thinks that he can squeeze more profit than that 
from large revenue volumes of the grocery business.  As someone who grew 
up on a farm, I realized at an early age that commodity pricing is a brutal 
business.  You only gain at someone else’s pain resulting from drought or 
flooding.  We remain skeptical of Amazon’s foray into the food business with 
its’ low profit margins.  The standard joke always was that if a farmer was 
losing a nickel on every watermelon that he grew he would just double the 
amount of watermelons that he grew.  

Amazon has been an investing and retailing success story almost without 
parallel.  The number of retail jobs that have been destroyed by Amazon 
and their Prime delivery system is absolutely staggering.  The current 
Administration worries about the coal industry.  Since 2001, 22,000 coal 
miners have lost their jobs.  In 
the same time period, 500,000 
retail jobs have been lost!  
A quick summation of the 
carnage: 14 publicly traded 
retailers have filed for Chapter 
11 bankruptcy protection 
so far in 2017.  A total of 18 retailers filed in all of 2009! The leeway that 
investors have given to Amazon when it comes to spending investors’ money 
is interesting.  Amazon had no discussion about how they were going to 
integrate the Whole Foods concept into their business model when they 
spent their owners’ money on the purchase. The financial press pretty much 
gave them a complete pass on demanding to know how this was going to 
work because after all, it’s Amazon!  Amazon currently spends hundreds of 
millions of investors’ funds on developing rocket ships, again without any 
demands as to why or for what purpose.  In the 20 years that it has been 
a publicly traded company, Amazon has earned only $5.7 billion of actual 
net profit and half of that has been in the last two years.  As a basis for 
comparison, Microsoft earned $17 billion of net profit last year and paid out 
over $11 billion in dividends in the last year alone.  To be fair, Microsoft is a 
more mature company but only by about 20 years.   According to the Wall 
Street Journal, Amazon has spent over $64 billion in Research & Development 
since it’s’ inception, including $4.8 billion in the last quarter alone. It is no 
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publicly traded stocks on the US exchanges and there are 
more than 5000 unique stock indexes.  There are now more 
stock indexes than there are individual equities on the US 
exchanges!”  It is no wonder that stocks are not cheap.  We 
have more money than ever, trillions of dollars on a worldwide 
basis, chasing fewer and fewer investments.  Many very 
wealthy individuals, organizations and pension plans are able 
to entice start-up companies to sell pieces of their companies 
directly to them.  These companies are never offered to the 
public market as Initial Public Offerings or IPOs.  Thus, shares 
of these companies never become available to the investing 
public.  Mergers and buyouts also have reduced the number 
of companies in which to invest.  An excess of funds and a 
shortage of quality investments obviously will distort historical 
price metrics that have been in place for many years.  When 
the talking heads all scream that stocks are too expensive and 
that prices have to fall  and that investors should run for cover, 
take their pronouncements with a grain of salt.  

Things are never as simple as they seem.  There can be many 
reasons for higher prices and they are not all bad reasons!  A 
shortage of quality investments is troubling, but not to the 
point of causing a panic induced selling due to higher prices 
alone.  Slow and steady always wins the long race.  A life-long 
pursuit of financial freedom is a very long race.  There are 
many reasons to fear the markets, there are many reasons to 
embrace the markets.  Have patience, ignore the daily noise 
and keep your eye on your long-term financial goals.   

We are excited and optimistic about the future both for 
you and for our firm.  We continue to receive large influxes 
of new funds thanks to you and your many referrals that we 
receive every month.  No one said securing a viable financial 
future is easy; nor should it be.  There are many challenges and 

headwinds that we will face every day.  The markets contain 
risk and they offer reward.  Our task is to balance the two and 
to deliver good returns with an acceptable amount of risk.  

If you have questions about your holdings or about the 
general condition of the economy, please contact us at once.  
If we do not have a current email address for you would you 
please email us and allow us to add you to our regular list of 
clients with whom we correspond.  Our email addresses are 
jspreng@sprengcapital.com, tbrown@sprengcapital.com 
and lemory@sprengcapital.com    Please be assured that 
we are monitoring market situations at all times.  Please set 
aside the evening of September 6, 2017 for our annual Client 
Appreciation event.  Please watch for your invitation in early 
August.  We do hope that if you are in the area you can join us 
that evening.

If there have been any changes in your financial 
circumstances of which we should be made aware, please 
notify us at once.  If you would like a copy of our most 
recent Form ADV or our Privacy Policy, please call the office.  
If you have not visited our website, please do so at www.
sprengcapital.com 
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minimum of risk.  Always remember, “Investing is a marathon, 
not a sprint.”  “Risk means more things can happen than will 
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wonder that Amazon as a company is referred to “as the river 
of no returns”!

Just the announcement that Amazon was entering the 
grocery business caused all of the long established grocery 
store chains to absorb significant drops in the value of their 
stocks.  The presumption is that Wal-Mart and Amazon will 
be the only two grocery store national chains to survive.  Wal-
Mart is not standing idly by.  They are counter attacking the 
Amazon incursion quite aggressively.  They have ordered their 
suppliers, and there are thousands of them, that they are 
not to use Amazon’s cloud computing services if they wish to 
continue to sell to Wal-Mart.  Wal-Mart does not trust Amazon 
not to “poach” the data stored on Amazon’s cloud servers and 
I can’t really blame them.  If data will be King in the future, why 
give your largest competitor access to your data so that they 
can eventually steal your customers?

What surprises us is the placid acceptance by the public and 
the Department of Justice of Amazon’s increased incursions 
into everything in our daily lives.  Why is Amazon any different 
than Standard Oil in 1905, AT&T in 1982 or Microsoft in the 
1990s?  John D. Rockefeller started with oil, expanded into 
railroads, steel, barrel manufacturing and eventually growing 
to 90% control of the US oil refining industry.  Yet no one really 
complained about the price or the quality of the home oil 
that was used for lighting by everyone in the late 1800s that 
was provided by Standard Oil.  Consumers were benefitting 
from lower cost and higher quality.  Teddy Roosevelt and the 
politicians of the day were aghast at the “potential” for abuse 
that Standard Oil presented and passed laws to restrict their 
ownership of such vital industries.  The Supreme Court finally 
ruled in 1911 to bust up Standard Oil into approximately 34 
different companies of which the only significant firms still 
standing today are Exxon, ConocoPhillips, Mobil and Chevron.

AT&T was broken up in 1982 into multiple “Baby Bells” that 
helped fuel the stock market craze and ultimate meltdown 
of the 1990s.  It should not be a shock to anyone that after 
splitting up AT&T that they all migrated back into two major 
phone carriers today, AT&T and Verizon with Sprint and T 
Mobile remaining as pesky little dogs constantly nipping at the 
heels of the two big dogs.  Sometimes monopolies truly are 
the most cost efficient ways of delivering reasonable service, 
innovation and massive capital expenditures necessary in an 
industry.

Microsoft is the interesting example.  Microsoft in the 
1980s and 1990s proceeded to gobble up all of the operating 
systems available to consumers for running their personal 

or desktop computers at their place of work by bundling 
their Web browser with Windows operating software.  
Entrepreneurs complained bitterly to the Department of 
Justice that Microsoft had, in essence, forced them to sell their 
businesses to Microsoft at huge profits, or else be shoved out 
of the network systems entirely by Microsoft’s size and scale 
and market penetration.  No one ever disagreed that what 
Microsoft had done was incredibly beneficial to the entire 
world and had increased business productivity immensely.  
By merging or forcing everyone to speak the same computer 
language between computers, the networking effect of linking 
millions of computers together increased the productivity 
of computers by many times.  The Department of Justice 
fined Microsoft $1.4 billion, wagged their finger at them and 
basically told Microsoft, “we know what you did, and everyone 
benefitted from your doing it, but don’t ever do it again!”  The 
only significant damage was that the 20 year battle with the 
DOJ weakened Microsoft by driving Bill Gates into an early 
retirement and distracted Microsoft so that when Google and 
Facebook mounted attacks on Microsoft’s dominant position 
they were too weakened to respond appropriately.

So, the obvious question, why is Amazon any different from 
Standard Oil, AT&T or Microsoft?  No consumers have been 
harmed by Amazon but there have been thousands of jobs 
lost due to the “Amazon effect”.  For every retail job lost in a 
store trying to compete against Amazon how many ancillary 
jobs have been lost such as jobs in restaurants where people 
eat after going shopping.  How many fewer Cinnabons have 
been sold due to less foot traffic in the malls, how many fewer 
“impulse items” in little side stores have been sold?  We 
haven’t even begun to talk about the millions of square feet 
of empty store space or the declining value of the Real Estate 
Investment Trusts that own many of these malls.  If Amazon 
truly becomes a major player in the grocery store wars and 
goes after Wal-Mart in the grocery aisle, who wins?  Currently, 
half of Wal-Mart’s revenue comes from the sale of groceries.  
Wal-Mart is the second largest employer in the United States 
behind only the Pentagon with 1.5 million employees.  Is 
society better served if Wal-Mart goes out of business and 1.5 
million jobs are lost?

We are NOT anti-Amazon!  We are investors but we have 
a hard time gauging what is good from a long term societal 
perspective.  The move from an agrarian society in which 2/3 
of the entire population was engaged in the production of 
food and fiber, to an industrial society at the turn of the 20th 
century, certainly had its benefits.  But it also introduced mind-
numbing, life threatening dangerous work in an assembly 

line world.  The only way that Henry Ford could staunch the 
turnover of employees from his assembly line was to raise the 
wages from $1 a day to $5 a day, a huge percentage increase.  
The pay jump was so significant that no matter how bad the 
job was, no one could walk away from that kind of money.  

This brings us to one of our hidden concerns of an Amazon, 
Apple, Google, Facebook driven world, income inequality.  It is 
hard for us to imagine how Amazon, even with possible drone 
delivery, can ever make profitable food or retail deliveries in the 
vast expanses outside of urban and suburban concentrations.  
How you can possibly keep food cold while flying 80 miles 
from the nearest Whole Foods in Helena Montana to a rural 
family out on the Great Plains?  How can Uber or any other 
ride sharing services possibly be profitable driving someone 
80 miles to the nearest area of services?  They simply will 
make no attempt to offer the same services to the urban and 
rural areas...and as investors we would agree with this plan.  
The implications of such business strategies is that the political 
and economic divides that were brought into stark contrast in 
our most recent election, may be exacerbated going forward 
by the haves and the have nots of the new economy.  There 
are always winners and losers in major political and economic 
upheavals.  Those who control the data or the computing 
power will benefit financially to a much greater degree than the 
common laborer.  The advent of the “super-tech companies” 
will test not only our national economic engines of growth but 
our pillars of society and government.  These tech companies 
employ very few people.  They are very well paid but there 
are very few employees, which only leads to more income 
inequality and unrest.

We make no pretense to know the answers, we only ask 
the questions.  We are not advocating for the break-up of 
Amazon or any of the other tech giants.  Our biggest concern 
is the apparent lack of thought by Congress into the long-term 
ramifications of such concentration of power into the hands of 
a few powerful companies similar to the “robber baron” era of 
the late 1800s.  The pendulum of change swings from side to 
side, rarely landing in the middle.  It would appear that for the 
moment, the swing favors concentration in the hands of a few.  
Only time will tell how long this cycle lasts, or how successful 
it will be.

How have the markets done in 2017?  They have done very 
well.  For the first half of the year the S&P 500 is up 8.55%, 
a very good return for a whole year let alone only a half of a 
year. The markets were primarily driven by the FAANG stocks 
again; Facebook, Apple, Amazon, Netflix and Google.  If you 
did not own these five stocks your performance was a little 

more subdued.  The gains have been driven by the hope of 
investors that Obamacare would be fixed or destroyed and 
that significant tax reform was in the offing.  As of July 1st 
when this newsletter went to print, both goals would appear 
to be in serious jeopardy for 2017.  This does not mean that 
they cannot be implemented yet this year, only that there are 
serious hurdles to overcome before it would become a reality.  
Investors, and some members of Congress and the Executive 
Branch, would appear to have greatly underestimated how 
difficult it is to pass meaningful legislation in today’s bitterly 
partisan environment. 

This probably will be a bigger issue in 2018 than it was in 
2017.  As we indicated, even if the markets just remained 
flat for the last six months of the year, 2017 would have 
been a good year.  As we indicated in our last newsletter, no 
Republican President has avoided a recession in their first 18 
months in office going all the way back to Warren G. Harding 
in the early 1920s!

We do not anticipate, nor fear, a recession.  Economic 
growth has been slow, almost painfully slow.  The GDP 
growth rate for the first quarter of 2017 was just 1.4% on an 
annualized basis and the GDP rate for 2016 was only 1.6%.  
The Federal Reserve raised interest rates again in June but 
there is currently only a 50% likelihood that they would raise 
rates again in the remainder of 2017.  Unemployment has 
dropped but that is probably as much a function of people 
just not looking for work anymore more than companies 
actually hiring.  Inflation is almost non-existent in anything 
except health care and college education.  Oil prices are down 
leading to less expensive gasoline.  Cell phone bills are down 
and interest rates are still incredibly low.  Recessions can 
flare up for the simplest of reasons.  A misstep by the Federal 
Reserve, a significant terrorist attack or a political nightmare 
(Watergate) can all lead very quickly to a slow-down of an 
economy.  You cannot predict what might happen or when.  
We can only monitor the situations and make any adjustments 
that might be necessary at the time.

One of our concerns is that from an historical viewpoint, 
stocks are not inexpensive to buy at today’s prices.  There 
are many reasons for this phenomenon.  A few reasons are, 
400 years lows on interest rates, very accommodative Central 
Banks around the world but especially in Europe, Japan and 
the US, record profits at the corporate level, very low inflation, 
low wage increases for workers and simply put, a shortage of 
stocks to buy.  We were stunned when we read the following, 
“In 1995, twenty years ago, there were 7507 publicly traded 
stocks on the US stock exchanges.  There are now 3766 

“Although 76% of American businesses would like to hire someone with an engineering degree, just 1 out of 20 college seniors (5%) are 
majoring in some form of engineering.” Source: National Association of Colleges and Employers.”

“A recent survey from LendEDU showed that 4 out of 10 college students planned to use student loan funds to pay for their spring-break 
getaway and 33% said that they had used student loan funds to pay for clothing and bar bills!”
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“All businesses need to be young forever.  If your customer base ages 
with you, you’re Woolworth’s” Jeff Bezos-Amazon

Never let it be said that the investing world is a dull place!  The latest 
shot across the bow is the announcement that Amazon is purchasing Whole 
Foods for about $14 billion and is going to enter the US grocery store wars.  
Why would Amazon, the King of retailing, wade into a business model that 
reputedly has averaged only about 2% to 3% profit margins per year?  Grocery 
store sales in the US account for about $800 billion in sales each year.  Our 
only guess is that Bezos thinks that he can squeeze more profit than that 
from large revenue volumes of the grocery business.  As someone who grew 
up on a farm, I realized at an early age that commodity pricing is a brutal 
business.  You only gain at someone else’s pain resulting from drought or 
flooding.  We remain skeptical of Amazon’s foray into the food business with 
its’ low profit margins.  The standard joke always was that if a farmer was 
losing a nickel on every watermelon that he grew he would just double the 
amount of watermelons that he grew.  

Amazon has been an investing and retailing success story almost without 
parallel.  The number of retail jobs that have been destroyed by Amazon 
and their Prime delivery system is absolutely staggering.  The current 
Administration worries about the coal industry.  Since 2001, 22,000 coal 
miners have lost their jobs.  In 
the same time period, 500,000 
retail jobs have been lost!  
A quick summation of the 
carnage: 14 publicly traded 
retailers have filed for Chapter 
11 bankruptcy protection 
so far in 2017.  A total of 18 retailers filed in all of 2009! The leeway that 
investors have given to Amazon when it comes to spending investors’ money 
is interesting.  Amazon had no discussion about how they were going to 
integrate the Whole Foods concept into their business model when they 
spent their owners’ money on the purchase. The financial press pretty much 
gave them a complete pass on demanding to know how this was going to 
work because after all, it’s Amazon!  Amazon currently spends hundreds of 
millions of investors’ funds on developing rocket ships, again without any 
demands as to why or for what purpose.  In the 20 years that it has been 
a publicly traded company, Amazon has earned only $5.7 billion of actual 
net profit and half of that has been in the last two years.  As a basis for 
comparison, Microsoft earned $17 billion of net profit last year and paid out 
over $11 billion in dividends in the last year alone.  To be fair, Microsoft is a 
more mature company but only by about 20 years.   According to the Wall 
Street Journal, Amazon has spent over $64 billion in Research & Development 
since it’s’ inception, including $4.8 billion in the last quarter alone. It is no 

Spreng Capital Management is an 
investment advisory firm with the 
Securities and Exchange Commission. 
Founded in 1999 by James Spreng, 
Spreng Capital has grown to 
encompass the very best in service and 
support for our clients. 
Our client base is quite diverse. With 
clients in 25 states, we offer structured, 
customized investment management 
for individuals, profit sharing plans, 
Foundations, endowments and 
businesses. We are fee only investment 
managers, receiving no commissions 
nor do we sell any financial products. 
We are paid only by the investment 
management fees of our clients. We 
advise our clients on financial planning 
and manage their assets, making 
recommendations based entirely 
upon our clients’ needs and goals. 
Everyone on the Spreng Capital team 
has a vested interest in the success of 
our clients’ portfolios. Our team has a 
unique blend of experience, youth and 
business credentials.
Our use of high quality stocks and 
mutual funds along with investment 
grade bonds, allows us the opportunity 
to deliver consistent long term returns. 
We focus on minimizing risk and 
volatility, striving ultimately to deliver 
the very best after-tax returns possible, 
within the constraints you have 
established.
There is nothing that signals success 
more than referrals from existing 
clients. Our success is a result of our 
clients’ continued confidence in us and 
their willingness to recommend us to 
their family and friends.

Index Qtr. YTD
DJIA 3.76% 8.03%
NASDAQ 3.87% 14.07%
S&P 500 2.57% 8.55%

publicly traded stocks on the US exchanges and there are 
more than 5000 unique stock indexes.  There are now more 
stock indexes than there are individual equities on the US 
exchanges!”  It is no wonder that stocks are not cheap.  We 
have more money than ever, trillions of dollars on a worldwide 
basis, chasing fewer and fewer investments.  Many very 
wealthy individuals, organizations and pension plans are able 
to entice start-up companies to sell pieces of their companies 
directly to them.  These companies are never offered to the 
public market as Initial Public Offerings or IPOs.  Thus, shares 
of these companies never become available to the investing 
public.  Mergers and buyouts also have reduced the number 
of companies in which to invest.  An excess of funds and a 
shortage of quality investments obviously will distort historical 
price metrics that have been in place for many years.  When 
the talking heads all scream that stocks are too expensive and 
that prices have to fall  and that investors should run for cover, 
take their pronouncements with a grain of salt.  

Things are never as simple as they seem.  There can be many 
reasons for higher prices and they are not all bad reasons!  A 
shortage of quality investments is troubling, but not to the 
point of causing a panic induced selling due to higher prices 
alone.  Slow and steady always wins the long race.  A life-long 
pursuit of financial freedom is a very long race.  There are 
many reasons to fear the markets, there are many reasons to 
embrace the markets.  Have patience, ignore the daily noise 
and keep your eye on your long-term financial goals.   

We are excited and optimistic about the future both for 
you and for our firm.  We continue to receive large influxes 
of new funds thanks to you and your many referrals that we 
receive every month.  No one said securing a viable financial 
future is easy; nor should it be.  There are many challenges and 

headwinds that we will face every day.  The markets contain 
risk and they offer reward.  Our task is to balance the two and 
to deliver good returns with an acceptable amount of risk.  

If you have questions about your holdings or about the 
general condition of the economy, please contact us at once.  
If we do not have a current email address for you would you 
please email us and allow us to add you to our regular list of 
clients with whom we correspond.  Our email addresses are 
jspreng@sprengcapital.com, tbrown@sprengcapital.com 
and lemory@sprengcapital.com    Please be assured that 
we are monitoring market situations at all times.  Please set 
aside the evening of September 6, 2017 for our annual Client 
Appreciation event.  Please watch for your invitation in early 
August.  We do hope that if you are in the area you can join us 
that evening.

If there have been any changes in your financial 
circumstances of which we should be made aware, please 
notify us at once.  If you would like a copy of our most 
recent Form ADV or our Privacy Policy, please call the office.  
If you have not visited our website, please do so at www.
sprengcapital.com 

We appreciate the opportunity to work with you, your 
families and your businesses.  We are very grateful for the 
many referrals that you have provided to us.  We can think 
of no greater compliment than to have you recommend us 
to your family and friends. We will continue to do our very 
best to provide you with healthy, consistent returns with a 
minimum of risk.  Always remember, “Investing is a marathon, 
not a sprint.”  “Risk means more things can happen than will 
happen!”  Elroy Dimson-London Business School
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