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November 30th, 2017

The following is my analysis of the investment climate as we transition to the New Year sans 

moral and political judgment.  There are no guarantees when it comes to investment returns, but 

since 1900, Republican control of the executive and legislative branches has been followed by a 

7% annual rate of increase in the S&P 500 Index1.  In the year since the 2016 Presidential 

election2:

• The S&P 500 Index (large U.S. companies) is up 19.9%

• The Russell 200 Index (small U.S. companies) is up 20.3%

• The DJ World Index ex U.S. (international companies) is up 24.1%

• The Barclays Aggregate Bond Index is up 1.3%

U.S. and global markets have appeared to adopt a narrative about future governmental policy 

actions.  As I have mentioned in past reports, the market’s behavior seems to hinge on three 

economic drivers: tax reform, reduced regulation, and shrinking government.  When combined 

with anticipated fiscal stimulus infrastructure spending, these drivers have fueled market 

optimism, persuading the market to adopt a mostly “risk-on” mentality.  We have already seen a 

strong push for deregulation in the environmental and banking sectors and a White House that 

wants to see increases in defense spending.  Thus, stocks in the global banking industry are up 

24.8% and the aerospace & defense sector is up 33.0% over the last 12 months3.  

As I write this, we are seeing a push for overall tax reform.  If corporate tax rates go from 35% to 

20%, the expected result is increased corporate revenues.  Under this scenario U.S. companies 

could be more competitive in the global market, making our equity market price-to-earnings (P/E) 

multiples, already near their historic highs, look reasonably cheaper.  Tax reform proponents 

expect companies to view the decrease of the corporate tax rate as a signal to spend more and 

raise wages.  Unfortunately, that has not generally been the case in the past.  I believe that 

corporations are principally looking out for the best interest of their shareholders.  I expect the 

impact on consumers and wage earners to be modest and the impact on our national debt to be 

significantly negative.

While tax reform could help U.S. companies, it is not clear that the same would hold true for 

middle class families.  While both the House and Senate tax reform plans translate to lower taxes 

for many, Factcheck.org claims that proposed tax cuts benefitting the middle class are somewhat 

misleading.  I am unsure what will happen with consumer spending because household spending 

is a driver of growth in our economy and meaningful tax reform for the middle class is uncertain.

Newly nominated Federal Reserve Chairman Jerome Powell is slated to replace Janet Yellen 

after Senate confirmation.  Powell has consistently voted with Yellen to slowly raise interest rates 

and sell off assets that the Fed bought during the recession in 2008.  If we continue to see 

interest rates rise at the same rate as they have over the last year, I believe the U.S. bond market 

will continue to underperform its historical average.  While Powell has followed Yellen’s lead over 

the last year, it is unclear what approach he would take if the economy were to falter.  With 

Yellen’s pending departure, it means there will be four vacant seats on the Fed’s seven-member 

board.  We will be watching closely on who Trump picks to fill those vacancies since these 

individuals will be determining monetary policy going forward.

In conclusion, I remain convinced that investors should continue to remain cautious as we head 

into 2018.  I remain convinced that a slight overweight to cash remains the most prudent 

approach. As always, if you have any questions, comments, or concerns please let me know.



Some year-end household financial reminders:

(1) If you are over 70 1/2 and have retirement plan assets, you will need to take your RMD (required minimum 

distribution) by the end of the year. If you have not done so yet or cannot recall whether you have so, please 

get in touch with us as soon as possible.

(2) For those of you that typically “gift” some/all of your RMD to a charity, Congress last year made this a 

permanent tax code.

(3) At the end of each year many clients make gifts of appreciated assets to charitable organizations from 

their non-retirement accounts. The charity receives the same benefit as they would have obtained if you were to 

have written a check, but you avoid paying the capital gains tax on the appreciated asset. Please let us know by 

early December if you wish to gift appreciated assets in 2017 or if you have any questions on gifting.

(4) Remember that Traditional and Roth IRA contributions may still make sense. While there are income limits 

on the amounts that you can contribute as well as limits on participation for participants in employer sponsored 

plans, many individuals are wise to do so before the April 15, 2018 deadline for 2017 tax year contributions. For 

example, some individuals over 50 may place up to $6,500 into Traditional or Roth IRA while the comparable 

limits for individuals under 50 is $5,500. Please call if you would like to discuss the advisability of making IRA 

contributions.

(5) Estate Planning – With possibly having a few days off during the holiday season, it might make sense to dust 

off old Wills, Powers of Attorney, and/or Trusts and review them to make sure nothing should be changed.  If 

you do not have a will or POA, please let us know and we can talk to you about this. 

(6) Quick reminder to those of you with high school/college students or young adults in your life itching to 

learn more about the world of money and investment: We are happy to sit down or teleconference with your 

children and grandchildren to offer them “Investments 101.”  Winter break provides a great opportunity for such 

a briefing. Just give us a call and we will make the connection.

Instead of sending out holiday cards, we will be making a sizable donation on behalf of all of our clients to the 

Ronald McDonald House of Chicagoland & Northwest Indiana. You can find more about this wonderful 

organization at https://rmhccni.org.  Please have a fun and safe holiday season. We are all truly blessed.

Sincerely, 

Gregory Bork Jr.

PS -- Those of you who have accounts held directly at LPL Financial may have noticed that the monthly 

statements have been updated.  Starting in 2018 the Responsible Investment Group logo rather than the LPL 

Financial logo will be imprinted on your statements.  While we remain fully committed and proud of our affiliation 

with LPL Financial, I have concluded that this is the right time to transition to our practice’s identity. 

1: LPL 2016 Midyear 2016 Outlook

2: www.wsj.com: returns between 11/8/16 to 11/8/17

3. www.morningstar.com: returns between 11/8/16 to 11/8/17

Investing involves risks, including the loss of principal. The economic forecasts mentioned may not develop as 

predicted and there can be no guarantee that strategies promoted will be successful. The opinions voiced in this 

material are for general information only and are not intended to provide specific advice or recommendations for 

any individual. All performance referenced is historical and is no guarantee of future results. All indices are 

unmanaged and may not be invested into directly.


