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What happened after the election? And what should I watch for 

in 2017? 

 

Questions from the Field: 

During the course of teaching seminars, writing articles and newsletters, and meeting with clients we hear lots of 

questions. We will try to address some of the more timely and relevant questions that investors, executives, and 

retirees are asking us. Our question(s) for this month are: 

Q: What happened to the investment markets after the election?  And why?! 

Q: What events might impact my investments in 2017? 
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Our presidential election was a big surprise. The fallout from the stunning results is that the overall 

landscape in our country is in the midst of tumultuous changes and the political balance of power has 

shifted dramatically. Tax codes are changing with lower rates for families and corporations, 

government stimulus policies are taking an about face from deficit spending to infrastructure spending, 

and the guiding economic philosophies are changing along with our new leaders. 

As I wrote about after the election, the robust reaction of the US markets to Mr. Trump’s election was 

a complete surprise to the media, and Wall Street – most had expected a downturn if he was elected. I 

think it is fair to say that Wall Street and analysts and investors are still scratching their heads in 

amazement since the election, trying to adjust and understand the new reality we are in. 

 

2016 In Summary - So what happened to our investments after the election? 

1. The US Stock Market has gone up, instead of down.  Conventional wisdom was that we would 

see a large market sell off if Donald Trump was elected, but of course that has not happened.  In fact, 

the Dow has hit new all-time highs. 

 

US Stocks, Bonds, Gold, and International Stocks from the Presidential election 

through Year-End 2016. 
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2. Interest Rates have gone up dramatically, a half a percent or more on the 30 year bond since the 

election. Where are they heading to?  

 

Albert Einstein dies and goes to Heaven. When he arrives at 

the gates, Saint Peter informs him that his room isn't ready. 
While he waits, Peter introduces Einstein to some of Heaven's 
other inhabitants... 

"Here is your first roommate. He has an IQ of 180." 

"Wonderful!" Einstein says. "We can discuss mathematics." 

"And here is your second roommate. He has an IQ of 150." 

"That's great... We can discuss astrophysics," says Einstein. 

Another walks up to shake hands with Einstein. "I'm your 
third roommate. But my IQ is only 80." 

Einstein smiles and responds, "So, where do you think interest 
rates are headed?" 

 

Did you know that Federal Reserve economists have uniformly been predicting higher rates here in the 

US for every year since 2002? Of course they have been wrong for 14 year straight! This chart from 

the Federal Reserve Bank shows the actual rates along with their consensus projected rates going back 

to the turn of the century. No wonder Einstein thought that only unintelligent people try to guess where 

interest rates are headed. 
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3. Bond prices have dropped because of the increase in interest rates.  For example, many bond 

investments, although still positive for 2016, have declined in value about -1% to -2% since the 

election, which is typical for bond values since that time period.  Investors seem to be selling bonds 

and buying stocks, which may partly explain the stock market rally. 

 

4. Gold prices have dropped instead of appreciating.  Gold prices were initially up sharply as it 

became apparent that Donald Trump was going to win.  They have since reversed course and have 

been dropping, and gold has been one of the poorest performing sectors the month after the election, 

which again is not what the conventional wisdom had predicted with the Trump victory, which 

expected gold prices to go up if Trump won.    

5. Dividend paying stocks have risen, while more aggressive small stocks have jumped rapidly 

with the victory of Mr. Trump. Small companies tend to be at the forefront of an economic recovery 
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and tend to bounce faster and higher than large companies do. It seems that investors and the markets 

are anticipating robust growth and small company stock are the beneficiary of that stance.  

6. The USD has spiked sharply. This has caused a sharp headwind to our international investments 

as most of those are typically priced in USD. Many overseas investments ended up the year negative 

because of the impact of the rising USD.  (BTW - this might also be a great time to plan an overseas 

trip!) 

 

7. Healthcare took a big jump up right after the election which was also a surprise. Wall Street had 

very logically predicted that a Trump victory would lead to the certain repeal of Obamacare which in 

turn would cause distress in healthcare sector stocks.  

All in all surprising and mostly unexpected results to go along with Mr. Trump’s upset victory. 

What’s in Store for 2017? 

Some are saying that a Trump presidency might the second coming of Ronald Reagan and 

Reaganomics.  Thus the markets are receiving this presidency with a great deal of enthusiasm.  Initial 
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projections by economic think tanks have suggested that Trump's new agenda might eventually 

increase GDP to as much as 3% or more per year. Given that our country's GDP growth rate has been 

hovering at ~1% annually, that would be a very significant increase in our country's output.   

The flip side of that is the stock markets historically have done very poorly the first year of a new 

president. Even Ronald Reagan (considered a favorite president by the stock markets) suffered through 

the first year or two of his presidency which was marked by poor performance in the US stock 

markets.   

Perhaps the key to discerning investment performance in 2017 and beyond are President Trump’s 100 

day agenda items, especially the proposed changes in personal and corporate tax rates, and the ten 

year/trillion dollar infrastructure spending plan. 

 

We reviewed both of those important initiatives in our November post-election newsletter. 

(http://static.contentres.com/media/documents/c4ef53a9-5857-448d-a465-956705b7d4e0.pdf) 

Investors and the stock market are very enthusiastic about each because of the anticipated boost in US 

economic growth or GDP. Many observers believe that the combined impact will nearly triple US 

growth from currently about 1% a year, to 3+% annual growth. 

Perhaps there is another and even simpler explanation for the post-election surge in stocks. A long-

time client (a democrat who did not vote for Trump) exclaimed in a recent meeting to us that, “Of 

course stocks are up. We have a billionaire businessman in charge now, he is friendly to business and 

every corporation is happy about that.” Perhaps her succinct comment is the real reason stocks have 

been rising. 

http://static.contentres.com/media/documents/c4ef53a9-5857-448d-a465-956705b7d4e0.pdf
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Will Congress Approve Trump’s Agenda? 

A critical hurdle is congressional approval of Mr. Trump’s ambitious economic plans. Some of his 

proposals are drastically different from those of his predecessor, and it will be interesting to watch how 

they are received. Both the Senate and the House have republican majorities, and most believe that his 

new agenda will sail through and gain quick approval. Remember that it is the proposed cuts in 

corporate and personal tax rates and infrastructure spending that have investors and the market in such 

a good mood. 

However, if his proposals face resistance and are defeated, or even modified or delayed, investors 

might quickly lose their cheerful optimism, and the markets could respond adversely. The inauguration 

is January 20th, and Congress will immediately be discussing these issues starting the next Monday, so 

we may get some clarity in the near future. A political wag commented that Trump not only ran against 

the democrats, but he also ran against the republicans too, and made quite a few enemies in the 

process. We will soon see how those politics play out. 

 

What is the latest with NIRP? 

We have been discussing the radical and unprecedented negative interest rate policy (NIRP) that many 

of world’s central banks adopted in 2016. The Bank of Japan, the European Central Bank, and the 

Swiss National Bank among others have all instituted NIRP policies. Stocks, bonds and gold all 

increased in value after the BOJ’s stunning announcement of their adoption of a NIRP policy in 

January of 2016. 

The amount of global debt at a negative yield is amazing. Bloomberg reported in the fall that over 

$12T of global bonds were at negative rates. We do not have negative rates in US Treasury bonds, but 

they are quite prevalent in other major countries around the world as the following chart shows. 
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Negative rates are hard to comprehend and it is difficult to discern what they mean for the future as 

this policy has never been used before in world financial history. 

A client recently asked me to help him understand negative rates and I gave this simple and personal 

explanation. 

Let’s suppose that you wanted to buy a bond for your portfolio and you were very impressed with 

Germany and wanted to buy a German government bond (Bund). A 2 year German government bond 

comes in $1000 increments, and the price is currently $1014.  
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So you as the investor would pay $1014 to buy that bond for your account. During the two year term of 

the bond it would pay no interest – and when the bond matured, the German government would pay 

you back $1000. If you are shaking your head in disbelief you are not alone, we are living in a bizarre 

world of Central Bank machinations and manipulations. 

So far NIRP has seemed to be a positive impact on our investments and stock prices. We will have to 

wait and see how this very strange policy ends up over time. 

  

What else is in Store for 2017? 

 

“There are known knowns. These are things we know that we 
know. There are known unknowns. That is to say, there are 
things that we know we don’t know. But there are also 
unknown unknowns. There are things we don’t know we don’t 
know.” 

                                     Donald Rumsfeld  
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Secretary Rumsfeld was talking about war, not investments, but his comments are on point for 

investors. 2017 will probably have some surprises, and perhaps some of those will be tragic and/or 

adverse to the economy. As investors we need to remember and live by a couple of key principles: 

First; that the long term trend for investments has always been up, and the corollary is that we might 

occasionally take a beating with our investments, and we need patience in order to stick around to 

enjoy the fruits of that long term upwards growth. 

I look forward to discussing these issues with you at our next review meeting, and as always please 

feel to call if you have questions before our next scheduled review. 

Our goal and hope is for your financial success and prosperity. Warm wishes to you and your family 

for a blessed and productive 2017 – Happy New Years! 

 

Warm Regards, 

 

 

Willy 

 

 

William R. Gevers  

President/Financial Advisor 

 

 

PS: We have been repeatedly asked by clients if they could share these e-mail notes with their friends 

or neighbors. Please feel free to forward this with the stipulation that it may only be forwarded if done 

so in its entirety with no portions omitted. We would be delighted to share our comments and opinions 

with your friends, and welcome your comments and feedback. If you received this and would like to be 

included on our newsletter list, please email us at info@geverswealth.com  

 

Copyright 2017 William R. Gevers. All rights reserved. 

 

Investors cannot invest directly in indexes. The performance of any index is not indicative of the performance of 

any investment and does not take into account the effects of inflation and the fees and expenses associated with 

investing. 
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Gevers Wealth Management, LLC 

5825 221st Place SE 

Suite 102 

Issaquah, WA98027 

Office: 425.902.4840 

Fax: 425.902.4841 

Email: wgevers@geverswealth.com  

 

The views are those of Gevers Wealth Management, LLC, and should not be construed as individual 

investment advice. All information is believed to be from reliable sources; however, no representation 

is made as to its completeness or accuracy. All economic and performance information is historical 

and not indicative of future results. Investors cannot invest directly in an index. Please consult your 

financial advisor for more information. Securities and advisory services offered through Cetera 

Advisor Networks LLC Member FINRA/SIPC.  Cetera is under separate ownership from an any other 

named entity. 

 

 

 

 

 

 

 

 

 

http://www.linkedin.com/pub/willy-gevers/4/b15/71a
mailto:wgevers@geverswealth.com
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US Money Supply, US Dollar, and Inflation/Deflation Watch 

 
"Neither a wise man nor a brave man lies down on the tracks of history to wait for the 

train of the future to run over him." - Dwight D. Eisenhower 
 

 

US Money Supply – Adjusted Monetary Base 

 

 

 

http://research.stlouisfed.org/fred2/graph/?s%5B1%5D%5Bid%5D=AMBNS# 

 

 

 

 

 

http://research.stlouisfed.org/fred2/graph/?s%5B1%5D%5Bid%5D=AMBNS
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US Dollar Price – (DXY) USD Index measured against other currencies 

 

 

https://www.barchart.com/futures/quotes/DXY00/technical-chart 

 

 

 

 

 

 

 

 

 

 

https://www.barchart.com/futures/quotes/DXY00/technical-chart
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Inflation/Deflation -Year to Date price increase in commodities and basics as measured by 

futures 

 

 

http://www.finviz.com/futures_performance.ashx?v=17 

 

 

 

http://www.finviz.com/futures_performance.ashx?v=17
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Velocity of Money – Velocity is a measure of how quickly money is spent. High velocity is 

typically a precondition for inflation. 

 

 

 

http://research.stlouisfed.org/fred2/series/MZMV 

 

http://research.stlouisfed.org/fred2/series/MZMV

