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Stocks and the Economy 2017? 

     It’s that time of year when most financial houses put out their predictions for the new year.  Here are 

some of their best guesses.  

     Kiplinger Letter December 2016:  Overall inflation will pick up to 2.5% from 2% in 2016.  Look for 

the Federal Reserve to hike rates 2 to 3 times spaced out over the year.  Expect 10 year treasuries to yield 

3% at year end vs. 2.6% now.  Thirty year fixed mortgage rates rise from 4.2% now to 4.6% at year end.  

Stocks to return modest 4% to 6% gain, including dividends for 2017 with plenty of volatility considering 

the political changes coming from Washington.   

     S&P corporation: Inflation to remain modest at 2.8% annual rate.  Oil will average in the low $50 

dollar per barrel range.  Earnings per share growth is projected at 11.8% vs flat 2016.  Bond prices will 

remain under pressure from the steady rise in interest rates.  Out of favor foreign stocks will offer lower 

valuations and higher yields.  The economic expansion will continue to remain in force for an extended period of time.  Recession risk remains low due to 

the year end strength seen in housing and consumer confidence. 

     Goldman Sachs Themes:  Stronger cyclical growth in the US will probably not do much for asset markets except help shift the narrative from low infla-

tion and monetary accommodation to reflation and rising rates.  Despite a slighter stronger outlook for global growth, expect returns on equities to remain 

low.  Relatively flat return on 10 year treasuries to 2.75%.  S&P up 3%. 

     Bank of America:  “As the likelihood of pro-growth policies waxes and wanes in the coming months, we see potential for big market swings. Risk/

reward will be more important than absolute targets.” The S&P levels bear case 1,600 bullish case 2,700– S&P up 3%.  

     Credit Suisse:  Down market for 2017 due to the negative effect of U.S. bond yields of 3%.  The growing pricing power of U.S. labor squeezing profits 

margins.  S&P 2,350 mid year.  S&P up 3%.  

     Citi:  We see potential mid year softness due to interest rate increases.  S&P year end target is 2,325 up 3%. 

     Jefferies:  Equities are benefiting from the unwinding of the momentum trade in fixed income and reach for yield, the strong dollar will put a ceiling on 

this.  S&P 2,325 up 3%. 

     BMO:  We believe the S&P has a very good chance of delivering at least high-single-digit percentage gains.  S&P up 3%. 

     Oppenheimer:  Tailwinds for stocks from Trump’s pro growth agenda.  S&P up 9.5%.  

     J.P. Morgan:  Prospect for pro growth reforms.  S&P up 7%. 

     Well, there it is.  Most pundits are not looking for the double digits that we got in 2016. If you add in a dividend of 2% then a 5% to 8% return is about 

the consensus estimate for year ending S&P levels for 2017. This is not that bad coming on the heels of a strong finish to 2016. My best guess is returns 

will be better than this consensus by the end of 2017.  There is momentum in the economy that could be stronger than most economists see right now.  

Our Health Care? 

     The biggest question and maybe the biggest economic impact for 2017 will be health care reform or lack there of. The new Trump administration and 

Congress will hopefully make some improvements. The Affordable Care Act (Obama Care) and 20% rising insurance rates are unsustainable. It is my 

hope that Congress can put partisan dueling aside and do what is best for U.S. citizens. Taking a look at the successes of other countries may give some 

insight.  International Living Jan 5, 2017    

Malaysia 

     Over 1 million medical tourists visited Malaysia last year. Malaysia has some of the best trained doctors in Asia.  The majority were trained in the U.S. 

Australia, or the UK and all speak English. The most popular areas of treatment were cosmetic surgery, dental work, and dermatology.  

Costa Rica 

     More than 40,000 Americans travel to Costa Rica each year for medical and dental treatment. Expats who live in Costa Rica are able to take advantage 

of these benefits, paying a fraction of what they did back home for doctors’ visits, surgeries, and other care they need. 

Mexico 

     Overall you can expect to pay about one half the cost for dental care and prescription drugs. Facilities even in medium size cities are top notch. 

 

     Jake Novak commentary:  The first things Congress and the President will change with ACA will be eliminating the Cadillac Tax on high priced health 

care plans and achieving true competition across state lines. Harder to manage will be how to divorce health coverage from employment and make it port-

able and self purchased. Something along these lines has to happen if we still want everyone to have 

health care availability. Large employers can negotiate with insurers and have over the year done a 

decent job at keeping costs somewhat under control. This is not so for individuals, especially ones 

with pre existing conditions. This will not be an easy fix and there are many, many instances of un-

intended consequences.  

      

     We put a man on the moon, but we can’t figure out health care? Of course we can.  We need 

smart people and political will. It’s not easy, but it can be done.  

 

Thanks,  

Andy McClung CFP 

2016 Market Results 
S&P 500                      +9.5%  

NASDAQ Composite   +7.5% 

Dow Industrials            +13.4%  

Russell 2000                 +19.5% 

Dow Global                  +8.4% 
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