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Happy New Year
What a great investment year 2017 has 
been. Each and every one of the eight strat-
egies that we run at Balanced Asset Man-
agement exceeded our expectations. I hate 
to see the year come to an end. For 2018, 
I think we might prefer half of the returns 
of 2017 if we could also have half of the 
turmoil in Washington DC and around the 
world. We can dream, can’t we?

New Team Member
As of this writing, Amy and I are close to 
adding a third member to our team, in an 
effort to better serve you and your financial 
needs. We are both excited about this poten-
tial addition and we will announce it to you 
when everything is finalized.
 While so many of our processes have been 
streamlined and made efficient over the years, 
there is still a limit on how many people I can 
service to the level I demand and you have 
come to expect. So I wanted some reinforce-
ments and they are on the way. For the first 
time in about five years we will happily look 
forward to your referrals of friends and fam-
ily members without fear of capacity issues. 
More on this as it becomes a reality. 

Stock Markets Break Records
The S&P 500 has had 14 consecutive pos-
itive months. Never before 2017 has the 
market been positive in all 12 months of 
any calendar year. Ever! With all the conflict 
going on in Washington DC and around 
the world, 14 consecutive positive months 
seems unthinkable. Perhaps we have become 
immune to all the craziness. I have been 

joking in review meetings saying, I think if 
North Korea shot a missile toward the U.S. 
and it landed in the water 100 yards short 
of the Statue of Liberty, we’d all say, “See, I 
knew they couldn’t reach us!”.  All this neg-
ativity, yet we are still finding the positives. 
The markets keep rising. Every day it seems 
like we are at, or near, all time highs. If you 
find that any of this keeps you up at night, 
remember, the greatest risk for investors in 
this type of market is to get scared out of it. 
Often the most significant returns can come 
late in an up cycle like this one.  
 Thankfully, almost all of you have the 
bulk of your money in the Active Strategies. 
As you know, the strategies are able to be 
aggressive when things are going well, but 
move to more conservative ground if and 
when the markets begin trending down. You 
should be sleeping soundly.

Home Runs
Our best individual call this year was prob-
ably buying Virtus Small Cap Sustainable 
Growth in our Active Plus Strategy in July, 
2016, and also in the Active Strategy in 
September, 2016. The fund is up a whop-
ping 36.63% in 2017 and gained 4.96% in 
December. It’s still climbing, heading into 
the new year.
 Our big winners, as far as categories 
are concerned, occurred because we chose 
to overweight in both international invest-
ments and the technology sector.
 International is working well for the first 
time in about ten years. Fourteen months 
ago we didn’t own any pure international 
funds in Active or Active Plus. Now we hold       
37%  and 45% international weightings in 
those two strategies. 
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Some international funds we own are: Amer-
ican Funds New World, up 32.92%, John 
Hancock International Growth, up 36.25%, 
and Ivy Emerging Markets Equity, up 43.11%.
 The tech fund we own in both Active and 
Active Plus is Wells Fargo Specialized Tech. 
It’s up 43.06% in 2017. However, we are 
watching it closely. Since new tax law legis-
lation was introduced in November, this cat-
egory has taken some hits. It was +0.71% in 
November but didn’t perform as well as the 
general market. In December it was -2.11%. 
That has our attention. We are giving it some 
leeway because the fund has still gained 43% 
for the year even with the last two months 
being sub par.

Swing and a Miss
Of the funds we own currently, our clear 
under-achiever is Franklin Mutual Global 
Discovery. It was 10% of our strategy for 
most of the year and we cut it back to a 
mere 5% weighting in early November. The 
fund owns a heavy dose of international 
stocks and we thought it would benefit from 
the category doing well. But this fund takes 
a much more conservative approach than 
the big international winners I highlighted 
above. It gained only 9.84% while the rest of 
the international funds were up three or four 
times that. A bit disappointing. You may see 
us sell the remaining 5% holding soon and 
upgrade to another international investment 
that is taking better advantage of the current 
momentum in this category.
 One fund had a negative effect on the Ac-
tive Strategy. John Hancock Regional Bank. 
This fund made money in 2017. But unfortu-
nately, not when we owned it. We bought it 
in March because it had positive momentum, 
which is what we always do. Several months 
after we bought it the momentum stalled. So 
we sold it in September after taking a 6.22% 

loss on it. So while the fund made money 
this year, we were late to the party. I’m glad 
to say that doesn’t happen often, but it does 
happen. We just need to get enough selec-
tions correct to offset the disappointments.

Yellen’s Final Act
 Janet Yellen’s term as the Fed Chairman is 
coming to an end. Her final move was to raise 
interest rates by .25% on December 15th. 
They also said they will raise rates 2-3 more 
times in 2018. 
 Two years ago on the exact same day, (De-
cember 15th), the Federal Reserve made the 
same increase, .25%, and the stock market 
went down 15% over the next two months. 
The difference? They said they would raise 
rates 6 more times throughout 2016. That 
seemed to scare the heck out of investors. 
This year, with only 2-3 projected increases, 
they were softer. The stock market doesn’t 
seem to mind so far.

Janet Yellen’s Interesting Thought
We continue to enjoy low inflation in our 
economy. The typical reasons cited are our 
aging population, (apparently we old folks 
spend less), and technology advances, which 
help produce products less expensively. But 
the Fed Chairman suggested that increased 
on-line shopping is another factor. Our ability 
to comparison shop drives prices down. Usu-
ally as economies grow stronger, prices go up. 
So thanks to Amazon, perhaps we’ll continue 
to see low inflation. We can dream can’t we?

Happy 2018
As always, if you ever have any questions or 
concerns, you don’t need to wait for our next 
review meeting.  Just give me a call or send 
me an email.  Hope to talk to you soon.
Have a happy and healthy 2018.
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Registered Representative, Securities offered 
through Cambridge Investment Research, Inc., 
a Broker/Dealer, member FINRA/SIPC. 
Investment Advisor Representative, 
Cambridge Investment Research Advisors, 
Inc., a Registered Investment Advisor. 
Cambridge and Balanced Asset Management 
are not affiliated.

Asset allocation and diversification strategies cannot assure profit or protect against loss in a generally declining market. Past perfor-
mance is not a guarantee of future results. Investment decisions should not be based solely on the data contained herein. Although 
data is gathered from Morningstar and other reliable sources the completeness or accuracy of the data cannot be guaranteed. 
Investment decisions should always be made based on the client’s specific financial needs and objectives, goals, time horizon, and 
risk tolerance. Asset classes described in this report may not be suitable for all investors. Investors should carefully consider the 
investment objectives, risks, fees and expenses before investing. For this and other important information please obtain the invest-
ment company fund prospectus and disclosure documents from your Rep/Advisor. Read this information carefully before investing. 
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