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017 was an exceptional year for 

stock investors, unfazed by rising 

geopolitical uncertainty and notable 

news events, such as tensions with 

North Korea, devastating hurricanes 

and wildfires, and a highly partisan po-

litical environment.  As the year unfold-

ed, a synchronized upswing in global 

economic growth provided a supportive 

backdrop for stocks. Continued low 

inflation and long-term interest rates, 

the Trump administration’s deregulatory 

agenda, and the push toward sweeping 

tax reform legislation all contributed to 

an ebullient mood for investors.     

The S&P 500 Index delivered gains in 

eleven out of twelve months, a feat ac-

complished only twice before in the his-

tory of the index. According to WSJ 

Market Data Group, the Dow Jones 

Industrials Average Index made new all-

time daily closing highs 71 times, a new 

calendar year record.  Both indexes 

posted their best year since 2013, and 

the Nasdaq Composite index rose for a 

sixth straight year, its longest such streak 

since one that lasted from 1975 to 

1980. 

A most notable characteristic of 2017 

was the absence of stock market volatil-

ity.  Not only were the major stock in-

dexes consistently positive on a monthly 

basis throughout the year, daily varia-

tions in index levels were historically 

low.  Again, according to the WSJ Mar-

ket Data Group, the average daily ab-

solute percentage change of the S&P 

500 index was just 0.3%; lowest since 

1964. The CBOE Volatility Index 

(referred to as the “VIX”), a measure of 

“implied volatility” based on prices in-

vestors are willing to pay for protection 

against market volatility, was low 

throughout 2017 and was by year’s end 

at the lowest levels seen in the history of 

the data (going back to the measure’s 

inception in 1990). 

Let’s tie performance and volatility to-

gether. Goldman Sachs determined that 

the overall level of volatility throughout 

2017 was in the lowest 1% of all history 

since 1930, and that return, relative to 

the volatility one endured to earn it, was 

in the top 3% of all years in that span.  

And the “good vibrations” continued 

(Continued on page 3) 
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Index Returns (Through  12/29/2017)  4th Quarter             2017  

Dow Jones Industrials        +10.96%         +28.11% 

Standard & Poors 500            +6.64%         +21.83% 

M.S. EAFE (Developed Markets Foreign Stocks)       +4.27%         +25.62% 

M.S. EM Free (Emerging Markets Stocks)        +7.50%         +37.75% 

Barclay’s Capital U.S. Aggregate Bond        +0.39%           +3.54% 

Barclay’s Capital US Corporate High Yield Bond       +0.47%           +7.50% 

t h e  f i n a n c i a l  p l a n n e r 

INTEREST RATE UPDATE 

From Barron’s 
1/29/2018 

 
Now 

1 Yr 
Ago 

Prime Rate 4.50% 3.75% 

T-Bill Rate - 
13 week yield 

1.46% 0.51% 

1 Year CD - 
National Avg. 

0.44% 0.33% 

Fannie Mae 
30 Yr. Fixed 
Conventional 
Mortgage 

3.75% 3.73% 
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WHAT’S NEW? 

Sometime around the end 

of March, our office will 

be relocating...to another 

location in the same build-

ing.  We’re moving up 

from the 5th floor to the 

11th. We don’t know the 

exact date yet, as it de-

pends on when building 

management completes 

the buildout work up 

there.  We will have a new 

suite number, 1150. We’ll 

send out an email notice 

when the time comes!   
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THE PERSPECTIVE PAGE  

THE NEW TAX LAW 

Due to the frantic pace at which the new tax law was 

enacted, and to the polarized nature of our popular 

narrative, it’s been difficult to get a clean distillation 

of the new tax law.   

At least one thing seems clear; the reduction in mar-

ginal tax rates across the income spectrum should be 

a positive for just about everyone who currently pays 

income tax.   

Just this week we came across the table below, which 

compares the new IRS tax withholding tables to those 

currently in place  The upshot is that take-home pay is 

set to rise broadly, beginning in February.  This will 

be a plus for the private sector, but whether that mon-

ey goes to consumption or savings remains to be 

seen.   

The withholding tables don’t tell the whole story as it 

relates to who wins and who loses under the new law.  

Those in high-tax states, such as California, New York 

and New Jersey will likely see much of the benefit of 

lower tax rates obviated by new limits on the deductibil-

ity of state and local taxes.   

There is a nice new tax deduction available generally to  

business owners, but the rules are very complex, so the 

applicability of these deductions will be very situation 

specific.  The reduction in the corporate tax rate will 

have a significant impact on corporate profits. 

An unfortunate feature of the new law is the “sunset” 

provisions applicable to most of the changes which re-

sult in lower taxes for individuals and families.  These 

provisions all expire, and revert to the previous law, at 

the end of 2025.  The reduction to corporate tax rates is 

permanent.  These provisions were included in the law 

because of congressional budget and procedural rules. 

One other thing is certain; the new law will contribute to 

higher budget deficits, and an even higher volume of 

outstanding government debt in the future.  To us, it 

seems inevitable that one day, that will be a problem. 

Right now, nobody seems to care! 
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into 2018.  With the close of trading on Friday January 

26th, the S&P 500® Index had gone 395 sessions without 

a 5% drawdown, marking the longest such stretch in the 

history of the index, breaking the old record, which oc-

curred between ‘94 and ‘96.    

Despite three interest rate hikes in 2017, the U.S. dollar 

weakened, a trend which accelerated in early ‘18.  A year 

ago, many economists voiced concerns that a continued 

rise in the dollar could suppress economic growth.  In-

stead, improving economic conditions overseas buoyed 

the value of foreign currencies, while high US trade deficits 

and the specter of rising fiscal deficits have pushed the 

dollar lower.   

Like virtually every year this decade, the vast majority of 

market pundits predicted longer‐term interest rates would 

rise in 2017.  However, rates remained subdued once 

again. The yield on the 10‐year U.S. Treasury Note, which 

ended 2016 at 2.45%, rose to 2.62% in the first weeks of 

the year, fell to a low of 2.05% in the spring, and recov-

ered to finish 2017 at 2.40%. The yield on the 30‐year 

U.S. Treasury Bond which ended 2016 at 3.06%, ranged 

between 2.66% and 3.20% and ended the year at 2.74%. 

The downward trends in long‐term rates, coupled with the 

increase in short‐term interest rates orchestrated by the 

Federal Reserve, led to a “flattening of the yield curve.” A 

flattening yield curve often indicates expectations for slow-

er economic growth.  In this case, though, a flattening 

curve may simply reflect predictions for continued modest 

inflation. 

As we begin the New Year, risk of recession seems low.   

Nearly all the classic early recession indicators are flashing 

green today, such that it seems unlikely that the economy 

will roll over to recession this year.  As for what might up-

set the stock market apple-cart; on a short-term, cyclical 

basis, we could see an upside surprise in the rate of infla-

tion, and that could cause long term interest rates to rise 

more than is discounted today, and cause stock prices to 

retreat.  Even so, we remain firmly in the camp that feels 

interest rates and inflation are likely to stay low on a long-

er term, secular basis.  We base our view on ongoing 

technological forces (from the “Amazon Effect” to robotics 

and automation), aging demographics throughout most 

the world’s large economies, high and rising budget defi-

cits in the US, and the massive growth in global debt over 

the last 40 years, a trend unabated in the current decade.   

Markets (Continued from page 1) 
Political acrimony, government shutdowns, debt ceiling 

difficulties, Justice Department investigations and the 

midterm election could all upset the stock market apple 

cart, too.  Or, the Federal Reserve might raise interest 

rates too fast, or too slow.    

While we can always list a litany of potential problems, 

it remains that the catalyst of sea change is extremely 

difficult to identify beforehand.  However, we can, with 

high conviction, hold the notion that market valuations 

at any given point in time will have a meaningful impact 

on the longer-term returns earned from that point for-

ward.   

Supported by years of accommodative policies by cen-

tral banks around the world, risk-asset valuations have 

been above long-term averages for years.  Over the 

last couple years valuations have continued to strike 

higher levels, and the upward trajectory has accelerated 

in recent months.  The graph below shows the “Shiller 

Price to Earnings” ratio since 1880. This measure has 

only been higher once before.  This fact does not mean 

that a crash is imminent. It does mean that price risk is 

high and that investors should temper their expectations 

for future returns over the intermediate to long term.   

For now, the fundamental outlook for stocks remains 

positive; all major developed economies worldwide are 

expected to grow this year, and corporate profits look 

very strong.  Supportive policies, such as tax reform and 

a potential infrastructure spending plan, could sustain 

the market’s bullish trend. However, the current eco-

nomic recovery is “long in the tooth,” the economy is 

operating at full capacity, unemployment is already low 

and the Federal Reserve is tightening monetary policy.  

We highly doubt that the remarkable calm which de-

fined markets last year will persist throughout 2018. 



 

Maria and I will be celebrating our 20th wedding anniversary this 
June.  Plans are in the works for a trip to Spain.  We intend to start 
in Barcelona, then work our way through the Basque region of North-
ern Spain, and end with several days in England, visiting and tour-
ing with Maria’s sister Zoila and her significant other, Peter.  Peter 
and Zoila are carrying on a bi-continental relationship; most often, 
when she’s not in England, he’s an Englishman in New York.   

In addition to our trip, we’re also getting closer to beginning a remod-
el project—the master bath.  This one is going to leave a mark.  We’ll 
be moving a couple walls, I’ll be getting a closet addition, and I imag-
ine we’ll be living downstairs for a couple months.  Based on the rate 
at which the planning stage has been progressing, it seems likely 
that the chaos won’t even begin until after our trip.   

Speaking of moving, our office will be moving in the next couple 
months, from the 5th floor to the 11th.  As it turns out, building 
management had an opportunity to lease out our entire floor to the 
state of California and wants to move our little operation out of the 
way.  So we got a nice deal on a slightly larger space, located right 
off the elevator lobby this time...no more meandering down that long 
hallway!  So, sometime around the end of March our suite number 
will be changing, from 550 to 1150. Everything else will be the same.   

2017 was a watershed year for me, physically.  For the first time in 
my life, I developed a chronic condition which impacted my ability to 
function.  Somehow, I developed a pinched nerve in my neck, which 
caused numbness and tingling in my hand and upper arm for sever-
al months, then morphed into chronic neuropathic pain in my shoul-
der and upper arm.  It seemed that the thing that took it from the first 
stage to the second was racquetball.  I tried chiropractic and physical 
therapy but neither helped.  An MRI revealed some narrowing between 
a couple vertebrae in my neck, but it was unclear whether the nerve 
impingement was structural, or just inflammation.  In September, 
after eight months of dealing with varying levels of discomfort and 
pain, I had an epidural injection in my cervical spine (fun side 
note...the needle goes in through the front of the neck!).   Thankfully, 
it worked, virtually immediately, and I have since been symptom 
free.   

Over the last few months I told myself I would give it till the New 
Year to return to racquetball, but as the date arrived I found myself 
reflecting on another aspect of my racquetball avocation.  Since I 
stopped playing, I no longer suffer from frequent pulled muscles and 
spasms in my back and neck.  I’ve decided that I enjoy being pain 
free more than I enjoy playing racquetball!  Now, the challenge is 
getting enough exercise to prevent the addition of pounds.  There’s 
already more than enough of Glenn to go around!   

Sometimes people ask me how to keep a marriage fresh for 20 years.  I 
say, stay spontaneous and unpredictable. Like how, they say?  Well, 
for instance, sometimes, I suppress my happy-feet impulses and agree 
to watch three straight episodes of some television series with Maria, or 
really get wild and put on a blue shirt with red pajama pants!   

These articles are for general information 
only and are not intended to provide spe-
cific advice or recommendations for any 
individual. Consult your financial advisor, 
attorney, accountant, or tax advisor with 
regard to your individual situation. Please 
contact us if there are any changes to your 
financial situation or investment objec-
tives.  The economic forecasts set forth in 
the presentation may not develop as pre-
dicted and there can be no guarantee that 
strategies promoted will be successful. 
Past performance does not guarantee fu-
ture performance and your actual results 
will vary.  The S&P 500, Nasdaq Composite 
and Russell 2000 indexes are unmanaged 
indexes reflecting the overall returns at-
tained by leading US stocks.  The MS 
EAFE and MSCI Emerging Markets Indexes 
are unmanaged indexes comprised of 
leading stocks in established foreign and 
emerging market countries, respectively. 
The Barclays Capital bond indexes are 
representative of total returns earned by 
various segments of the bond market.  
Indexes cannot be invested into directly. 
Stock investing involves risk including 
loss of principal. International and Emerg-
ing Markets investing carries special risks 
such as currency fluctuation and political 
instability.  Bonds are subject to market 
and interest rate risk if sold prior to ma-
turity.  Bond values will decline as interest 
rates rise and bonds are subject to availa-
bility and change in price.    
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THANK YOU! 

...to the following clients and col-

leagues for showing your confidence 

in me by referring your friends, family 

members, associates and clients to 

me during the last three months…  

 

Linda Dong,  
Cathy Singson 

& 
Mr. P 


