
The Market Update

Stocks rallied in January, corrected 
in February, and slumped in March 
as volatility and economic policy 

changes took some of the  enthusiasm 
out of the market. The Trump admin-
istration announced tariffs on foreign 
steel, aluminum, and assorted products 
from China; China soon said that it 
would reciprocate with excise taxes of 
its own. The Federal Reserve adjusted 
the federal funds rate upward and 
welcomed a new chair; the White 
House appointed a new chief economic 
advisor. The Nasdaq Composite 
advanced for the first quarter, but the 
Dow 30 and S&P 500 did not; most 
major Asian and European  benchmarks 
also retreated. The placid market 
climate of 2017 vanished, giving way to 
trading sessions marked by significant 
ups and downs.

Looking Back...Looking Forward
Through the end of Q1, both the 

Dow Jones Industrial Average and 
the S&P 500 suffered losses of -2.49% 
and -1.22% respectively. The Nasdaq 
Composite did manage a decent quar-
ter, closing +2.32% higher.

As a tough quarter for stocks 
becomes history, signs of a trade war 
have surfaced. What could the second 
quarter hold? All three major indices 
sold off significantly as Q2 began. 
Investors hope that the March jobs 
report and the start of a new earnings 
season will restore some optimism to 
the market. Housing and retail sales 
aside, fundamental economic indica-
tors have looked good for the most 
part. The anticipation (and results) 
of this coming earnings season could 

take investors’ minds off recent head-
winds, but a continuation of the 
marked volatility we witnessed in the 
first quarter would not be a surprise. If 
earnings can distract Wall Street away 
from concerns about trade, the slump 

Cycles and the Financial Markets

One of the best insights into 
human nature may well be 
financial markets throughout 

the world. Stock markets are fascinat-
ing in their ability to condense into 
very succinct time periods the cycli-
cal nature of human behavior. While 
larger social patterns may take decades 
to play out; within a 10 to 15-year bull 
to bear cycle, financial markets vividly 
demonstrate the pendulum swing of 
the human behavior over time from 
one extreme to the opposite. 

Every lesson of past market history 
tells us that the cycle from bull to bear, 
and repeat, is inevitable. 
There is something in 
the human psyche that 
pushes us to extremes, 
from extreme optimism 
to extreme pessimism; 
from overbought to 
oversold; from rise to fall 
of enthusiasms.

While the future 
can never be predicted, 

as the saying goes, all too often it 
rhymes. Market data allows one to 
look back over 100s of years and 
across geographic boundaries to 
trace over and over the transition of 
investors from optimism to belief, 
exuberance, and outright greed before 
the overextended hot investment of 
the period starts to lose momentum 
and anxiety sets in. From there the 
pattern moves inevitably from denial 
and fear to despair.

By accepting the cyclical nature of 
financial markets, we can put in place 
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in tech shares, and the Fed’s plans for 
tightening; then, the tone might be set 
for a better month and quarter than 
some investors expect. For now, the 
feeling that a promising year for equi-
ties might turn into a poor one persists.

2018 2017 2016 2015 2014 2013
DJIA -2.49 +25.08 +13.42 -2.23 +7.52 +26.50

NASDAQ +2.32 +28.24 +7.50 +5.73 +13.40 +38.32
S&P 500 -1.22 +19.42 +9.54 -0.73 +11.39 +29.60

Sources: cnbc.com, bigcharts.com, treasury.gov - 3/28/18 Indices are unmanaged, do not incur fees or 
expenses, and cannot be invested into directly. These returns do not include dividends.



“Life is what happens to you 
while you’re busy making 
other plans.”

Allen Saunders, the writer of the dramatic 
comic strips Mary Worth and Kerry Drake

Developing a financial plan is a 
very good move. It helps you 
understand where you want to 

be and how to get there. But financial 
plans also have a big failing. They are 
based on what we know now, which 
is made up of all our past experiences. 
The one thing we can count on in the 
future is that there will be surprises. In 
financial planning, as in all aspects of 
our life, we must build in flexibility, i.e. 
the mental capacity to adjust when life 
happens outside of our planning zone.

Flexibility means understanding 
that the unexpected can happen. No 
matter how much we might think 
we control our lives, there are forces 
beyond ourselves that can change the 
parameters of life. Surviving change 
(both good and bad) starts with under-
standing who we are and what our 
resources are.

What are your personal strengths?
What are you good at? What do 

you like to do? How have you success-
fully overcome challenges in the past? 
How good are you at changing your 
mind or learning new skills?

What resources can you tap into?
Do you have peer groups, family, 

business associates, or others that you 
can turn to and ask for advice and 
support? Have you created goodwill 
within these groups by offering support 
to others?

What are your liabilities?
Do you have debts or financial 

obligations that limit your flexibility? 
Is there a way to limit or reduce your 
liabilities or balance them with insur-
ance or other risk management tech-
niques? If your liabilities are people, 
such as children, can they be protected 
in the event of a disaster?

What are the essentials versus 
luxuries in your life?

If you had to cut back on aspects 
of your life, what do you truly need? 
What makes life worth living to you? 
Are there ways to achieve your great-
est enjoyments with less cost? Can you 
cut back the amount of money you 
need to withdraw from your savings in 
retirement to wait out difficult periods 
in the market?

If you must start over, what are 
you willing to do to survive?

Many people set a value on their 
knowledge and time and refuse to accept 
positions they believe will not fairly 
reward them. If you have sufficient assets 
to support this position, go for it. But you 
also need to weigh the cost of waiting 
for the right position with deteriorat-
ing attractiveness in the job market and 
loss of current income. If your prior job 
has become obsolete, how will you find 
the training and knowledge you need to 
repurpose yourself?

What if a financial shortfall 
requires you to find a job in retire-
ment? What could you physically do 
and what abilities do you have to 
convince someone to hire you?

Don’t Stress Out, Stretch Out
The reason to ask yourself these 

questions isn’t to stress yourself out, 
but rather to open up your thought 
processes to consider alternatives. 
Given we can’t see the future, we need 
to be willing to accept that it may 
bring the unexpected and we may need 
to adapt our plans and our thinking.

After an unexpected event has 
occurred, too many people become 
frozen, unsure what steps to take to 
move forward. Role playing potential 
disasters and identifying small steps to 
break out of inertia can build confi-
dence in one’s ability to survive and 
provide a sense of stability to your 
present life. In addition to helping 
you mentally prepare for the unantici-
pated, working your way through these 
questions can also help you break out 
of mindsets, jobs and liabilities that are 
limiting your current life.

When we stop and ask ourselves, 
what do we really want? what makes us 
deep-down happy? new opportunities 
can open that, with a little planning, 
can help us create more satisfying pres-
ent lives. Flexible thinking can mean 
more flexible lives and much better 
long-term survival rates.

Build Flexibility into Your Financial Life



PERFORMANCE REPORT 
(Total Annualized Returns Net After Maximum Fees) 

Hypothetical Asset Allocations 2018 
1st Qtr 1 Year 3 Year 5 Year 10 Year 

Aggressive Growth 
90% Tactical Market Leader (TML) 

1.22% 8.51% 4.40% 8.26% 11.11% 
10% High Yield Bull/Bear (HYBB) 
Capital Growth 
75% Tactical Market Leader (TML) 

0.93% 7.08% 4.33% 7.41% 11.35% 15% Bond Allocation Program (BAP) 
10% High Yield Bull/Bear (HYBB) 
Balanced Growth 
60% Tactical Market Leader (TML) 

0.66% 5.65% 4.31% 6.58% 12.41% 20% Bond Allocation Program (BAP) 
20% High Yield Bull/Bear (HYBB) 
Conservative 
40% Tactical Market Leader (TML) 

0.23% 3.72% 4.14% 5.40% 12.64% 40% Bond Allocation Program (BAP) 
20% High Yield Bull/Bear (HYBB) 
Preservation 
20% Tactical Market Leader (TML) 

-0.19% 1.84% 3.95% 4.22% 12.76% 60% Bond Allocation Program (BAP) 
20% High Yield Bull/Bear (HYBB) 

00% Bond Allocation Program (BAP) 

MARKET INDICIES 
S&P 500 Composite Index (with Dividends) -0.76% 14.00% 10.80% 13.32% 8.93% 
Barclay US Aggregate Bond Index -1.46% 1.20% 1.21% 1.83% 4.42% 
Barclay US 1-5 Yr Gov't/Credit Index -0.50% 0.20% 0.78% 0.95% 2.97% 
IMPORTANT DISCLOSURE INFORMATION  This performance report is a generalized or 
hypothetical presentation of how investors with different risk profiles might allocate between 
specific W. Wall and Company, Inc.(WCI) managed investment programs. Performance
results illustrated represents a combination of both "actual" and "hypothetical" his-
torical performance. Request a copy of WCI’s investment programs to see actual 
performance history. WCI clients should refer to their  individual quarterly perfor-
mance reports for their specific program allocation  and performance history. Past
performance may not be indicative of future results. Therefore, no current client or prospec-
tive client should assume that future performance will be profitable,  or equal to the 
WCI  program performance results reflected or any corresponding market indices. Specific 
client recommendations would depend upon a client’s unique risk profile, age, income 
needs, tax bracket and net worth. All performance results reflect the reinvestment of divi-
dends and other account earnings, and are net of applicable account transaction and custo-
dy charges. The maximum WCI management and custodian fees and any separate fees 
assessed directly by each unaffiliated mutual fund holding that compromises each portfolio 
has also been deducted. The S&P 500 Composite Index ("S&P")  is a market capitalization-
weighted index of 500 widely held stocks often used as a proxy for the stock market. The 
Barclay U.S. Aggregate Bond Index ("AGG") is a market capitalization weighted index of 
investment grade fixed rate debt issues, including government, corporate, asset-backed, 
and mortgage-backed securities, with maturities of at least one year. This index is often 
used as a proxy for the general bond market. The Barclay 1-5 Year Gov’t/Credit Index (“1-
5G-C”) includes US Government and investment grade corporate bonds that have maturities 
between one and five years. This index is used as a proxy for the short-term bond market. 
The historical performance results of the S&P, AGG and 1-5G-C do not reflect the deduction 
of transaction, custody or management fees, the incurrence of would have the effect of 
decreasing indicated historical the S&P, AGG and 1-5G-C performance results. The histori-
cal S&P, AGG and 1-5G-C performance results are provided exclusively for comparison 
purposes only, so as to provide general comparative information to assist a client or pro-
spective client in determining whether the performance of a WCI portfolio meets, or contin-
ues to meet, his or her investment objectives. The S&P, AGG or 1-5G-C indices are not 
directly tradable investments. It should not be assumed that WCI account holdings will corre-
spond directly to any such comparative indices. Please note: Although performance results 
do reflect deductions for WCI management fees and related custody expenses, the results 
do not reflect the impact of taxes. WCI investment programs generally involve above-
average turnover, which could negatively impact upon gains experienced by an individual 
client in a taxable account. Specific WCI investment program performance, fees and related 
disclosures are available upon request. 
 For reasons including variances in portfolio account holdings, variances in the invest-
ment management fee incurred, market fluctuation, the date on which a client engaged 
WCI’s investment management services, and any account contributions or withdrawals, the  

performance of a specific WCI client’s account may have varied substantially from the indi-
cated composite model portfolio performance results. In addition, the underlying individual 
mutual funds that has comprised, and will continue to comprise, the model programs are 
subject to change at the discretion of WCI. 
 Hypothetical performance results were achieved by means of the retroactive applica-
tion of the model portfolio, and, as such, the corresponding hypothetical results have inher-
ent limitations, including: (1) the model results do not reflect the results of actual trading 
using participant assets, but were achieved by means of the retroactive application of each 
of the above referenced models, certain aspects of which may have been designed with the 
benefit of hindsight; (2) back tested performance may not reflect the impact that any material 
market or economic factors might have had on the adviser’s use of the model if the model 
had been used during the period to actually mange participant assets; and, (3) for various 
reasons (including the reasons indicated above), participants may have experienced invest-
ment results during the corresponding time periods that were materially different from those 
portrayed in each model. Hypothetical illustrations do not illustrate the impact of mutual fund 
short term redemption fees. Mutual funds used in the hypothetical back test may differ from 
what mutual funds will actually be used in this program. Actual performance typically 
underperforms hypothetical performance results.  
In the event that there has been a change in a client’s investment objectives or financial 
situation, clients are encouraged to advise their financial advisor immediately. Different 
types of investments and/or investment strategies involve varying levels of risk, and there 
can be no assurance that any specific investment or investment strategy (including the 
investments purchased and/or investment strategies devised or undertaken by WCI) will be 
either suitable or profitable for a client’s or prospective client’s portfolio. Accordingly, no 
client or prospective client should assume that the above model portfolios (or any compo-
nent thereof) serve as the receipt of, or a substitute for, personalized advice from WCI, or 
from any other investment professional. 
 All performance results have been compiled solely by WCI utilizing the performance 
results reported by each respective mutual fund and ETF that comprised the portfolio, are 
unaudited, and have not been independently verified. WCI also maintains all information 
supporting the performance results in accordance with regulatory requirements. 
 Information pertaining to WCI’s advisory operations, services, and fees is set forth in 
WCI’s current Form ADV II, a copy of which is available from WCI upon request. Information 
pertaining to any mutual fund or variable annuity sub account that is current component of 
WCI model portfolios are set forth in each respective prospectus, copies of which are availa-
ble from WCI or directly from the mutual fund or variable annuity company. Some but not all 
articles are written by WCI. Articles not written by WCI are provided by Financial Communi-
cation Associates Inc, a source deemed reliable. 
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2017 Tax Reform Has Made It Essential to 
Review Estate Plans and Wills

Most of the coverage of the Tax 
Cuts and Jobs Act passed in 
December 2017 has centered 

on business and individual income tax 
impacts. But the legislation also made 
some major changes in estate taxes that 
may require a review of your estate plan-
ning and the provisions of your will.

The most important change: The 
new law doubles the “applicable exclu-
sion” from federal estate taxes from $5.6 
million to $11.2 million per person, 
effective 2018-2025. This exclusion 
will be inflation adjusted in future years. 
Beginning January 1, 2026, however, 
unless new legislation is passed affecting 
the exclusion rate, the exclusion amount 
and the generation skipping tax exemp-
tion will revert to the levels that would 
have prevailed under pre-enactment law 
($5.6 million adjusted for inflation over 
the eight years).

The tax rates for trusts and estates 
have also decreased and now consist of 
only four brackets. 
New rates: 10%; 24%; 35%; 37%
Old rates: 15%; 25%; 28%; 33%; 39.6%

A key concern with respect to 
Wills and Revocable Trusts is that many 
were written using formula clauses tied 
to the exemption amount in effect 
on the date of death. The doubling 
of the exemption amount may cause 
significantly larger distributions than 

intended. This could result in fund-
ing trusts with much larger amounts 
than anticipated when the documents 
were signed. Automatic, maximum 
funding of a “credit shelter” trust at 
the first spouse’s death could sacrifice 
the opportunity for a “step-up” in cost 
basis at the surviving spouse’s death.

Higher generation-skipping 
exclusions provide an opportunity for 
rethinking multi-generational wealth 
preservation planning. Using a chari-
table bequest may not result in any 
tax deduction to the estate under the 
higher exclusion amount. Lifetime 
giving strategies, which provide a tax 
deduction against current income if 
you itemize, may make more sense.

The increased exclusion means 
that couples who have used their full 
pre-2018 gift tax exemption amounts, 
can transfer an additional $11.2 million 
($5.6 million each) to their descendants 
prior to 2026, without imposition of the 
federal gift tax.

In addition to the increased exemp-
tion amounts above, an individual may 
give annually $15,000 in 2018 (up from 
$14,000 in 2017) to as many individu-
als as he or she desires without incur-
ring a gift tax and without using any 
of the gift tax exemption amount. In 
addition to making gifts using the gift 
tax exemption and annual exclusion 

amounts, there is an unlimited gift tax 
exclusion for amounts paid on behalf of 
an individual directly to medical care 
providers for medical care and to educa-
tional institutions for tuition.

Remaining unchanged are the 
“portability” election, which permits 
a deceased spouse to transfer unused 
exclusion amounts to a surviving 
spouse, and the “step-up” in cost basis 
at death for capital assets.

When reviewing your estate plans, 
make a note that everything could 
change again in eight years. Wills and 
trust documents cannot be considered 
“forever” documents if there is any 
complexity in your estate.

State-level estate taxes are not 
affected by these changes unless 
pegged by state law to the federal 
estate tax provisions. Depending on 
your state of residency, you may need 
to make additional plans to minimize 
the state-level tax bite.

plans to mute its impact on one’s net 
worth and to exploit the opportunities 
it offers when others despair. This is 
the rationale and reason for the use of 
active investment management.

“Bulls make money, bears make 
money, pigs get slaughtered” is an old 
Wall Street saying that warns inves-
tors against letting greed get the better 
of their judgment. Risk is always a 
part of the financial markets. There 
are opportunities to make money in 
both bull and bear markets, but only 
if one manages the risk of uncertainty 
and is willing to admit very early if 

an investment is not working out as 
anticipated or the trend is shifting.

Active investment management 
approaches are never perfect. Not every 
buy or sell decision will be profitable. 
But the active manager starts with a 
considerable advantage over passive or 
buy-and-hold approaches. We know 
that cycles are a part of investing and 
that human nature tends to push a 
trend or belief to extremes, at which 
point the pendulum begins to swing 
back to the opposite extreme. Between 
those extremes are opportunities for 
profit — as long as risk is also managed.

Cycles and the Financial Markets  continued from page 1
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