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“In this world nothing can be said to be certain,
except death and taxes.”

Benjamin Franklin

Asset Class Returns (as of December 29, 2017)
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It’s hard to believe that another year has passed so
quickly. 2017 will go down in history as one of the best
years for stocks with some of the lowest volatility levels
on record. We ushered in a new regime in the White
House, cryptocurrencies have been all the rage, artificial
intelligence seems to be where the future is heading, and
gene therapy is thriving. The bull market is entering
its ninth year, and the global economy is hitting on all
cylinders. Interest rates remain near historical lows,
though the Fed has slowly but surely been increasing
rates, and overall inflation has remained subdued. (Unless
you’ve been to the grocery store lately and found your bill
to be much larger than it was 3 or 4 years ago, like ours
has been.)
We will start 2018 with a new tax bill, a bill that has been
promised to decrease taxes for all and to increase the
federal deficit to unprecedented levels. Amazingly, the
bill was passed without a single Democratic vote, which is
very odd considering the past-history of tax cuts. During
the Reagan administration cuts in 1986, the bipartisan
bill passed the Senate 74-23 with thirty-three Democrats
voting for the bill. In 1993 the Clinton administration
raised taxes, but after he was re-elected in 1997 he cut the
capital-gains tax rate from 28% to 20%. Under the more
recent Bush era in 2001, forty Democrats compromised
with George W. Bush to cut the top income-tax rate
to 35%. Reflecting on this history of tax cuts really
shows how far apart the two parties are in Washington,
D.C., and it makes us take a precautionary approach
to investing, especially this late in a bull market. Even

though we are cautious, we are fully invested in high
quality long-term investments that we feel will continue
to prosper in good and bad times. We like growth sectors
like technology and health science and are pairing
those with consumer staple, finance, and industrial
companies that we feel will continue to grow long term.
An investor must remember that when buying a stock in
an individual company you become an owner of a piece
of that company’s long-term prosperity. Many of these
companies will continue to sell their products and prosper
when the economy is growing or slowing, and staying
invested in quality companies long-term is what will help
you keep up with inflation for years to come.
Bull markets don’t necessarily die of old age, they
die when the economy is no longer growing, or there
is a major disruption. We are encouraged by what’s
happening in the markets and economy today, but
we are not naïve enough to think this market won’t
have a correction in the future. We put our crystal ball
away long ago, so we will not predict the future, but
we will continue focusing on one of the few things we
can control - the amount of risk in your portfolio and
making sure that risk matches your risk tolerance and
goals. Many of you know that I’m an optimist and would
prefer to spend time on the positives, and not all the
negatives that we see and hear on a day-to-day basis.
This optimism leads me to a few themes that could
change the world as we know it and I’ll highlight those
themes in this newsletter.
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The Cryptocurrency Craze
Many of you have heard about people making millions on cryptocurrencies recently, but very few people really
understand what cryptocurrency even is, or how it works. I’ll be the first to tell you that I know enough about
cryptocurrency to be dangerous, but I have spent a great deal of time trying to wrap my fingers around this vast
new world.
Most of the hype has been around Bitcoin, so I’ll focus on that cryptocurrency. Bitcoin was presumably founded by
Satoshi Nakamoto in 2008 and was to be a peer-to-peer electronic cash system. The first known transaction using
Bitcoin as a method of payment was completed on May 22, 2010, when Laszlo Hanyecz a computer programmer,
bought two Papa John’s pizzas from another computer programmer in Jacksonville, Florida for 10,000 BTC when
Bitcoin was valued at .008. The value of the transaction was estimated between $60-80, but in only five days the
price of Bitcoin rose 900% making this transaction a huge win for the guy that sold the two pizzas.1 As I write this
newsletter Bitcoin is going through yet another very volatile few trading days where I’ve seen the price approach
$19,400 and then drop as low as $12,500 over a two-week period. This game is not for the faint at heart and this begs
to ask the average investor out there, “How would you feel about purchasing an individual stock or mutual fund if
the price was fluctuating by 30-40% in a day or two?”. Our office and the firm of Raymond James are not authorized
to solicit the sale of any cryptocurrencies, I’m only highlighting a few things I’ve learned about the technology behind
this new craze.
One of the scariest things to me is that there are now over 1300 types of cryptocurrencies available over the internet.
Bitcoin isn’t a coin or a piece of paper or anything that you can put your hands on. It is not a regulated asset, but it
very well may be in the future. Bitcoin is a computer code that exists on the internet in the form of a Blockchain,
which is a ledger of all Bitcoin transactions updated in real time.
BITCOIN’S ENVIRONMENTAL IMPACT - One thing that has
surprised me about Bitcoin is that the folks most interested
in Bitcoin, the millennials and people that tend to be
environmentally conscious, may not know how “dirty” the
production of Bitcoin really is. It takes enormous computer
networks and massive amounts of energy to create each
digital Bitcoin. It is said that the daily energy used mining
for Bitcoin may be the equivalent of the energy used in 3
million U.S. homes today, and in the last month alone this
consumption has increased by 30%. China is home to more
than half of all the Bitcoin computer generating mines and
most of China’s energy production comes from the use of
burning coal.2 I’ve attached a chart below from a recent
Cambridge University study showing where the computer
mining pools are, and then another chart from CB Insights
explaining how a Bitcoin transaction takes place.
Where Are Bitcoin ‘Mines’?
China is home to more than half
the major computer pools
generating digital currency

Source: Cambridge University study
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AUTONOMOUS VEHICLES are another area where machine

learning is used. Over 90% of accidents caused today are
due to driver error.4 Machine learning promises to reduce
traffic fatalities by removing human fault from the
equation. I had my first experience in an autonomous car
last month and I must say that I was very uncomfortable
when the driver removed his hands from the wheel and
his feet from the pedals. He then turned towards me and
carried on a conversation while the vehicle did all the
driving. I can tell you I was watching the road and not
MACHINE LEARNING is a way to train computer systems
the driver. Some of the things that truly amazed me was
to generate useful insights from massive data sets and
how the car never swayed back-and-forth in the lane. It
apply those insights to new situations. This has the
held its line. The car braked well in advance of where a
potential to revolutionize many fields, such as medical
human would when approaching a stop sign or red light.
diagnoses and automobile driving, by excising human
This technology requires training the computers with
discretion and error from the process. Machine learning
data collected from billions of miles of driving. Once
has been around for over 50 years, but the advancement
trained, an autonomous vehicle uses a suite of sensors to
in the speed and computing power of today has
continuously gather information about its surroundings.
helped accelerate the development of new ideas. The
opportunities seem to be endless. One of the most studied Using these facts and the insights gathered from its
training, it then determines the best way to drive the car
areas is in the field of medicine, where computers are
given the constraints of its environment. This will still
trained to recognize patterns in radiology and scans
take several years of testing to really ensure safety before
to detect illnesses like cancer. Preliminary research
we see cars driving down the road without drivers, but it
makes a compelling case that algorithms are better
will happen.
than pathologists or radiologists at spotting cancer.3
These advancements will take time to catch on, as
many of us may prefer to be treated by a doctor versus a
computer. Like everything else, technology will continue
to progress, and we will continue to give in to these
advances as they evolve over time.
Technology and technological advancements continue
to drive change around the globe. I’ve already covered
a major game changer with the advancement of
Blockchain and Cryptocurrency. Now, let’s consider what
the future may have in store for us by exploring Machine
Learning, Autonomous Vehicles, CRISPR,
and Augmented Reality.

CRISPR – Clustered Regularly Interspaced Short Palindromic Repeats are new tools for genetic research that allows

scientists to locate specific segments of DNA and then replace or delete those segments. It enables scientists to alter
organisms for either therapeutic or research purposes, both before and after they have developed. For investors,
it has the potential to birth new industries and disrupt existing medical treatments. This is a breakthrough that
creates the opportunity for innovations to flourish. Some of CRISPR’s first applications have been in agriculture,
where genetic modifications are being made to crops. Imagine fruit that doesn’t brown or crops that are mildew
resistant. CRISPR offers therapeutic opportunities as well. For diseases caused by known faulty mutations–
“typos” in the three-billion letter sequence of the human genome–such as cystic fibrosis and hemophilia. Once the
“typos” are located, they can either be excised or altered. I’ve attached a chart from UC Berkeley detailing how
CRISPR works. This is just the start of this innovation and it will take many years to prosper and it may be very
difficult to get approvals as ethical questions could bring on regulatory scrutiny. The agriculture area will probably
move more quickly than the human side.3

See graphic on next page
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AUGMENTED REALITY (AR) is an exciting technology
that will likely have multiple applications. This
could be useful in education and training because
it essentially overlays virtual images onto reality.
AR can simulate real-world scenarios. This allows
orientations or training to take place in a safe
environment versus a real-world environment that
can be more dangerous. Surgeons may be able
to practice complex procedures before operating
on patients, for instance. AR may also have
entertainment value by enabling consumers to enjoy
unique experiences like sitting on the field at a
sporting event or traveling to exotic locations.3 The
photo here shows how surgeons are utilizing AR in
a mock operating
room. AR is in
the early stages of
development, so the
full potential will
unfold over time.

New Tax Changes for 2018

The tax law changes were too large to include in this newsletter, so I encourage you to follow the link below and
review Raymond James Point of View on the sweeping changes.
http://www.raymondjames.com/pointofview/done-deal-tax-reform-passes-congress

Around the Office

In 2017 we were able to attend several investment and research conferences, the Raymond James National
Conference, the PEAK Investment Conference, and the Raymond James Portfolio Management Conference. This
coming year we will attend the same conferences and we are adding a special bucket list item for Terry & Alex to
attend the Warren Buffett – Berkshire Hathaway conference in Omaha, NE.
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Index performance is shown for illustrative purposes only and does not reflect the deductions of fees, trading costs or other
expenses, which will affect actual investment performance. You cannot invest directly in any index. Individual results may
vary. Past performance is not a guarantee of future results.
Opinions expressed are those of Stonegate Financial and are not necessarily those of Raymond James. All opinions are
as of this date and are subject to change without notice. This information has been obtained from sources considered to
be reliable, but we do not guarantee that the foregoing material is accurate or complete. Any information is not a complete
summary or statement of all available data necessary for making an investment decision and does not constitute a
recommendation. Investments mentioned may not be suitable for all investors.
The DJIA index covers 30 major NYSE industrial companies. The NASDAQ represents 4500 stocks traded over the counter.
The S&P 500 is a broad based measurement of performance of 500 widely held common stocks. The Barclays Aggregate
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Bond Index is diversified index measuring approximately 6,000 investment grade, fixed rate taxable securities. The MSCI
EAFE index is designed to measure the equity market performance of developed markets excluding the US & Canada.
International investing involves additional risks such as currency fluctuations, differing financial and accounting standards,
and possible political and economic instability. Also, investing in emerging markets can be riskier than investing in wellestablished foreign markets. There is no assurance any of the trends mentioned will continue in the future. Investing involves
risk and investors may incur a profit or a loss, including the loss of all principal.
Sector investments are companies engaged in business related to a specific sector. They are subject to fierce competition and
their products and services may be subject to rapid obsolescence. There are additional risks associated with investing in an
individual sector, including limited diversification.
The prominent underlying risk of using Bitcoin as a medium of exchange is that it is not authorized or regulated by any central
bank. Bitcoin issuers are not registered with the SEC, and the bitcoin marketplace is currently unregulated. Securities that
have been classified as Bitcoin related cannot be purchased or deposited in Raymond James client accounts.
Stonegate Financial is not a registered broker/dealer, and is independent of Raymond James Financial
Services. Investment Advisory Services are offered through Raymond James Financial Services Advisors,
Inc. Securities offered through Raymond James Financial Services, Inc., Member FINRA/SIPC
Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL
PLANNER™, CFP® (with plaque design) and CFP® (with flame design) in the U.S., which it awards to individuals
who successfully complete CFP Board’s initial and ongoing certification requirements.

