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“Two Super-Contagious Diseases - Fear and Greed”
By Tommy Williams, CFP®

In mid-December,
Reuters reported Fed
funds futures
indicated there was a
97 percent
probability the Fed
would raise rates
one-quarter percent at
its December Federal
Open Market
Committee (FOMC)
meeting. In addition,
all 120 economists
polled by Reuters
agreed rates were
headed higher.

investors. Barron’s
explained:
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“The market,
however, was
surprised when the
Fed turned ever-so
more hawkish, with
its ‘dot plot’
indicating three rate
hikes [in 2017], up
from two. Still, stocks
handled the news
better than might be
expected, with the
[S&P] 500 index
dropping 0.8 percent
immediately
following the
announcement but
still finishing the
week down just 0.1
percent to 2258.07.
The NASDAQ…fell
0.1 percent to
5437.16, while the
Dow Jones…gained
86.56 points, or 0.4
percent, to 19843.41,
its sixth consecutive
winning week.”

However, it was the
dot plot – a chart
showing FOMC
members’
assessments of
appropriate monetary
policy going forward
– that unsettled

Bond market
investors weren’t too
happy at the close of
2016, either. The
yield on 10-year
Treasury notes has
nearly doubled
during the past five
months, rising from

1.36 percent to 2.6
percent. When bond
rates move higher,
bond prices move
lower.
However, if there is a
silver lining for bond
investors, it may be
some specialists
believe changes in
Treasury rates will be
modest during 2017.
Barron’s reported,
“For what it’s worth,
the 10 firms surveyed
in our Outlook 2017
see the 10-year yield
at 2.69 percent late
next year, just a tad
above today’s level.”
While bond market
investors have been a
little grumpy, you
may have noticed
investors have been
pretty enthusiastic
about U.S. stocks in
recent weeks. The
fervor for U.S. stocks
may be due to
improving corporate
earnings growth or it
may reflect
expectations for the
incoming U.S.
President. The
Economist reported:
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“…the American
stock market rally
since the election has
been quite
remarkable, given the
qualms expressed by
many investors
before the election.
The big hope is that
Mr. Trump will focus
on his plans for fiscal
stimulus and
corporate taxcutting; this will
boost America’s
economy and
corporate profits.
But, it may also push
up inflation so
investors are
switching out of
Treasury bonds and
into equities. At the
same time, investors
are counting on Mr.
Trump to forget
about, or downplay,
his protectionist
rhetoric; as yet, they
have been
remarkably sanguine
about his twitter wars
with China.”
Last week, the
American
Association of
Individual Investors
(AAII) Sentiment
Index showed more
than 40 percent of
participants (44.7
percent) are
optimistic share
prices will move
higher during the

next six months. The
historic average for
bullish sentiment is
38.4 percent. About
32 percent of
participants were
bearish, which is also
above the historic
average of 30.3
percent. It’s
interesting to note the
percentage of bearish
participants rose by
5.8 percent from the
previous week when
it was below the
historic average.
Any time investors
become exuberant,
the words of Warren
Buffett come to
mind: “Two supercontagious diseases,
fear and greed, will
forever occur in the
investment
community. The
timing of these
epidemics will be
unpredictable...We
simply attempt to be
fearful when others
are greedy and to be
greedy only when
others are fearful.”
The U.S. bull market
may have further to
run, but contrarians
may see better
relative opportunities
elsewhere.
While 2016 was a
bumpy ride in all
respects, it’s in the

past. It’s a new year;
let’s make this one
count!
The opinions voiced
in this material are
for general
information only and
are not intended to
provide specific
advice or
recommendations for
any individual. To
determine which
investment(s) may be
appropriate for you,
consult your financial
advisor prior to
investing. All
performance
referenced is
historical and is no
guarantee of future
results. All indices
are unmanaged and
may not be invested
into directly. The
economic forecasts
set forth in the
presentation may not
develop as predicted
and there can be no
guarantee that
strategies promoted
will be successful.
This material was
prepared in part by
Peak Advisor
Alliance.
Visit us at
www.williamsfa.com
. Tommy Williams is
a CERTIFIED
FINANCIAL
PLANNER™
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Professional with
Williams Financial
Advisors, LLC.
Securities offered
through LPL
Financial, Member
FINRA/SIPC.
Investment advice
offered through RFG
Advisory Group, a
registered investment
advisor. RFG
Advisory Group,
Williams Financial
Advisors, LLC, and
Peak Advisor
Alliance are separate
entities from LPL
Financial. Branch
office is located at
6425 Youree Drive,
Suite 180,
Shreveport, LA
71105.
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