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Money Talks 

Investments in stocks and bonds are subject to investment risk, including market and interest rate fluctuations.  Global/International investing involves 
additional risks not typically associated with U.S. investing, including currency fluctuations, political instability, uncertain economic conditions and 
different accounting standards.   

Market Comment 
T he past year delivered strong gains 

and low volatility for investors – a 
welcome break from the vicissitudes that 
the market typically experiences.  As 
such, investor and business confidence is 
on a high note.  It is hard to argue with 
their joyful outlooks, with domestic and 
international stocks both up over 20% at 
the time of this writing (as measured by 
the S&P 500 and MSCI EAFE Index).  
These impressive gains trail behind the 
MSCI Emerging Market Index’s gain of 
31% and the often-cited stratospheric 
gains of Bitcoin (the cryptocurrency is up 
more than one can even comprehend!).   
    At the beginning of 2017, few envi-
sioned such a strong showing.  There was 
plenty to suggest the year might be a dif-
ficult one.  Trepidation over a new ad-
ministration, led by a Washington outsid-
er with a habit of tweeting off-the-cuff 
comments, was a focal point for inves-
tors.  Other things to fret about included 
elections in Europe, Brexit negotiations, 
China’s debt overhang, weak oil prices, 
and a Fed on a path to normalize interest 
rates.   
    It is surprising then, that despite these 
concerns, financial markets have deliv-
ered such robust returns.  As usual, it 
really all came down to corporate profit 
growth, which was a lot better than most 
expected worldwide, helping to fuel the 
global market rally. Profit growth in the 
United Kingdom and the European Un-
ion fared the best in dollar terms while 
others such as Japan and Emerging Mar-
kets also experienced strong growth.  
The U.S. also had an impressive showing 
on the earnings growth front, but less so 
than its international counterparts.  Ulti-
mately, corporate earnings are the foun-
dation that support financial markets 
longer term, so it has been refreshing to 
see investors focus on the fundamentals 
at hand, despite the plethora of politically 
charged headlines and the like.   

interest rates, qualifying their caution 
with persistent low levels of inflation.  
In other words, the Fed has been in no 
hurry to raise rates with inflation below 
their target levels.  If inflation begins to 
breach their target level (or overshoot it 
significantly), it could alter the outlook 
for Fed rate hikes for the year.  At pre-
sent, market participants are only look-
ing for two rate hikes in 2018.  The 
Fed, however, has signaled three for all 
of 2018.  If they deem more than three 
are necessary, investors may need to 
reassess their outlooks for interest rates 
and corporate profits.  Low interest 
rates help fuel our economy since they 
are the basis for mortgage and commer-
cial borrowing, valuing financial assets, 
bank lending, and much more.  They 
are the levers the Fed uses to slow 
down or speed up our economy.  By 
raising rates, the Fed is trying to bal-
ance the delicate act of taking off some 
of the support it has provided for an 
extended time.  However, the risk is if 
the Fed raises rates too aggressively, it 
could derail economic growth and ham-
per the corporate earnings outlook. 
    At any given point in time, there 
could be a myriad of things to keep one 
up at night, which is why it is important 
to keep things in perspective.  The fun-
damentals that drive the markets remain 
healthy, namely healthy corporate profit 
earnings, solid economic growth, and 
low interest rates.  In addition, the glob-
al economy is experiencing solid 
growth.  Widespread progress has 
helped many countries see their econo-
mies strengthen and stock markets rise.   
   Nevertheless, the prudent approach 
calls for diligence and attentiveness in 
the year ahead.  The investment land-
scape is ever changing and fluid.  It will 
likely be a year with its own set of chal-
lenges to face and hurdles to jump.  
Financial assets of all colors, shapes, 
and sizes have enjoyed nice gains for 

(Continued on page 2) 

    But that was then and this is now.  A 
new year means new expectations, new 
outlooks, and new risks, and some re-
ports from Wall Street strategists suggest 
a sense of apprehension for the year 
ahead.  The consensus is that there is a 
lot at stake in the financial markets this 
year, with the S&P 500 trading at such 
high valuations.  The onus is on compa-
nies to continue to generate earnings 
growth to justify these high levels.  At 
present, fourth-quarter earnings for the 
S&P 500 are expected to grow 8.6% year
-over-year on 6.6% higher sales.  For 
2018, corporate profits are expected to 
advance 11.6%, led by the financials and 
technology sectors.  If all goes according 
to plan, that should be enough to keep the 
market humming along and heading to 
new heights.  However, it is likely that 
things will not go that smoothly.  There 
are some notable challenges that lay 
ahead that may make earnings growth 
harder to come by.   
    The current tax bill under considera-
tion, which aims to drastically reduce the 
corporate tax rate, has the potential to 
boost corporate earnings.  (At the time of 
this writing, it is still being debated in 
Congress.)  In addition, it will reduce tax 
rates for many individuals, which has the 
potential to increase consumer spending.  
While the true impact of lower individual 
tax rates is highly debatable, the change 
could generate additional economic 
growth, since consumer spending makes 
up over two thirds of our GDP.  The add-
ed stimulus comes at a time when unem-
ployment is already at very low levels 
and the job market is seeing healthy 
gains.  Inflation has been muted through-
out this economic expansion cycle, but 
the boost provided by lower corporate 
and individual taxes has the potential to 
kick it into a higher gear.   
    A higher inflation rate should not be 
immediately worrisome, unless it breach-
es an important threshold.  For some 
time, the Fed has been slow to normalize 



 

 

Year-to-date through 12/12/17: DJIA  24,504.80  +23.1% — S&P 500  2,664.11  +17.3% — NASDAQ  6,862.32  +25.6% 
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Procter & Gamble (PG) 
Worldwide mfr of consumer goods 

89.85 3.07% 4.43  The Walt Disney Co. (DIS)  
Media networks and resort destinations 

107.34 16.4 6.54 

AT&T (T) 
Worldwide telecom holding company 

38.10 5.14% 2.96  Synchrony Financial (SYF) 
Distributor of retail credit cards 

37.36 12.0 3.12 

Vanguard REIT ETF  (VNQ) 
Real estate investment trust 

88.43 4.67% n/a  AbbVie, Inc. (ABBV) 
Biopharmaceutical company 

96.30 14.7 6.56 

International Paper (IP) 
Global paper and packaging mfr. 

56.63 3.36% 4.36  Apple, Inc. (AAPL) 
Multinational technology company 

171.70 14.8 11.58 

Kimberly Clark (KMB)  

Global health and hygiene products 
116.40 3.33% 6.50  Lazard Ltd (LAZ) 

Financial advisory services 
50.86 13.7 3.71 

         

Pfizer (PFE) 
Global biopharmaceutical company 

36.59 3.50% 2.74  Biogen (BIIB) 
Leading biopharmaceutical company 

327.75 13.8 23.82 

LyondellBasell Industries (LYB) 
3rd largest chemical company 

106.99 3.36% 9.31  Skyworks Solutions  (SWKS) 
Mfr of radio frequency chips for wireless mkts 

96.47 13.1 7.36 

Prudential Financial  (PRU)  
Large life insurance co 

116.39 2.58% 11.32  Gilead Sciences (GILD)  
Biotech company 

76.09 11.3 6.72 

Johnson and Johnson (JNJ)  
Manufacturer healthcare products 

142.83 2.35% 7.85  Alphabet Inc. (GOOGL) 
Internet search engine, cloud computing, delivery svs 

1,048.77 25.3 41.52 

Intel (INTC)  
Semiconductor giant 

43.33 2.52% 3.28  Check Point Software (CHKP)  
Internet security solution provider 

105.43 20.0 5.27 
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STOCKS FOR DIFFERENT OBJECTIVES 
                       INCOME STOCKS                                                                   GROWTH STOCKS 

Our objective is to present a variety of companies in a diverse group of industries.  There are investment risks associated with act-
ing on information in this newsletter and Gage-Wiley & Co., Inc. strongly suggests contacting your personal representative prior to 
investing in any instrument.  Past results are no guarantee of future performance.  The material has been prepared or is distribut-
ed solely for information purposes and is not a recommendation or an offer to buy any security or instrument or to participate in 
any trading strategy.  The firm and/or its affiliates, officers, directors, or employees may maintain positions in, and/or options, 
rights or warrants on, the securities mentioned herein.   
    The content expressed in this report is that of the author(s) and is not necessarily that of Gage-Wiley & Co., Inc. or its affiliates.  
Various Gage-Wiley & Co., Inc. representatives contribute to our newsletter including our research analyst on staff.  Our research 
analyst’s views expressed in the newsletter accurately reflect the research analyst’s personal views about the subject securities.  No 
part of the analyst’s compensation is directly related to these specific views contained in the newsletter.  Available investment infor-
mation supporting any individual issue in the newsletter will be furnished upon request.   
    Market statistics, prices, yields and estimates are provided by Zacks Investment Research, Inc.  Gage Wiley & Co., Inc.  Member 
FINRA/SIPC.  

Disney (DIS): The Walt Disney Company operates some of the wor ld’s best-known media brands and popular destinations for 
consumers.  Disney runs the ABC network and popular sports channel ESPN.  The company also owns the Disney, Marvel, and 
Pixar brands that often produce must-see shows and films.  The company is going through a period of transition and is investing in 
digital technology to adjust to the changing media landscape.  Disney plans to launch a streaming service to strengthen the distribu-
tion of its content including on-demand sports viewing and movie releases.  The company is also seeing nice growth in its Parks & 
Resorts segments as more people visit its theme parks.  

New Addition 

some time and they could be due for a pause and possibly some weakness.  With stocks in particular at record levels, and 
expectations elevated for earnings, it is likely that there is little room for error.  The future is unknown, but what is certain is 
that things will be different in 2018.  In these circumstances, we can provide a place of stability and help you accomplish 
your wealth management objectives with investment advice suited to your unique needs and circumstances.   

(Continued from page 1) 


