
O n August 21st, the nation 

stopped to witness the so

-called “Great American 

Eclipse”.  Prior to this event, no solar 

eclipse had been visible across the 

entire contiguous United States since 

June 8, 1918, and not since February 

1979 had a total eclipse been visible 

from anywhere in the mainland Unit-

ed States.   

Perhaps stock market watchers can 

be forgiven for pooh-poohing such 

celestial spectacle, as during the third 

quarter alone, the S&P 500 index 

eclipsed its previous all-time daily 

closing high no less than 15 times.  

And as dusk fell on the month of Sep-

tember, the Dow Jones Industrial av-

erage had ended higher 6 straight 

months and 8 straight quarters.  This 

represents the longest quarterly streak 

since the heady days of 1997, 

around the time then Federal Reserve 

Chief Alan Greenspan made his no-

table “irrational exuberance” speech.  

Greenspan gave that speech in an 

effort to talk down stock prices after 

what had already been a strong bull 

run; in retrospect he was a little early 

- more than three years before the 

eventual bull market peak and result-

ant bursting of the NASDAQ bubble.  

For its part, through October the S&P 

500 index hasn’t had a losing month 

all year.  The index has NEVER made 

it through an entire calendar year 

without a monthly loss.  So maybe, 

closing in on another first.   

As it was, the sun shone steadily on 

investors all quarter long; risk assets 

rose more or less across the board.  

In the US, the S&P 500 index rose 

4.5%.  Foreign stocks did even better, 

as the MSCI EAFE and MSCI Emerg-

ing Markets (EM) Indexes returned 

5.5% and 8.0%, respectively.   

Despite continued rancor and legisla-

tive stops and starts in Washington, 

tense trade discussions with Mexico 

and Canada, heightened tensions 

with North Korea and a growing crisis 
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Index Returns (Through  9/29/2017)  3rd Quarter     Year-to-Date  

Dow Jones Industrials          +5.58%         +15.45% 

Standard & Poors 500            +4.48%         +14.24% 

M.S. EAFE (Developed Markets Foreign Stocks)       +5.47%         +20.47% 

M.S. EM Free (Emerging Markets Stocks)        +8.04%         +28.14% 

Barclay’s Capital U.S. Aggregate Bond        +0.85%           +3.14% 

Barclay’s Capital US Corporate High Yield Bond       +1.98%           +7.00% 
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INTEREST RATE UPDATE 
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Now 

1 Yr 
Ago 

Prime Rate 4.25% 3.50% 

T-Bill Rate - 
13 week yield 

1.11% 0.34% 

1 Year CD - 
National Avg. 

0.41% 0.31% 

Fannie Mae 
30 Yr. Fixed 
Conventional 
Mortgage 

3.55% 3.05% 
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WHAT’S NEW? 

LPL recently came out with 

new monthly and quarterly 

brokerage statements.  

They received much feed-

back right away from both 

investors and advisors, with 

reviews best described as 

mixed.  Some improve-

ments were called for, and 

version 2.0 came out last 

month.  There may be fur-

ther adjustments in the 

months ahead, but we’re 

pleased that they’re making 

efforts to improve wherever 

they can.    
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THE PERSPECTIVE PAGE  

STOCK MARKET VALUATIONS, BEAR MARKETS & RECOVERIES 

After a brutal recession and a long slow economic recov-

ery, lately we’re seeing a growing enthusiasm around the 

stock market, spurred in part by no less than four one-

thousand point milestones for the Dow Jones Industrials 

Average.   

When looking at the overall price levels in the stock mar-

ket, we can never know the direction of the next significant 

move.  But we can make an effort to ascertain where we 

are in the moment.  We do this in multiple ways, consider-

ing both absolute and relative price levels.   In this regard, 

it can be instructive to relate index levels with other, exter-

nal measures.  A classic example is to compare the medi-

an home price with median income. In this way we can 

opine on whether houses are “expensive” or “cheap” rela-

tive to homeowners’ collective ability to come up with a 

down payment, and depending on interest rates, cover a 

monthly mortgage obligation. 

The graph to the right illustrates a similar exercise in re-

spect to the US stock market, as measured by the S&P 

500 stock market index.  The graph goes back to the mid 

1960’s and compares the relationship between the level 

of the market index and the level of average hourly earn-

ings for all US workers.  So here we can see the number 

of hours required to buy one hypothetical unit of the in-

dex.  We can see that stock prices have escalated much 

faster than wages over this period, and that on this basis 

the stock market is as high as it has been at any time in 

the observation period.   This fact does not predict an im-

minent bear market, but it does imply that longer term, 

investors should temper their expectations for future re-

turns.  

What if there is a bear market?  Historically, time has 

been on the side of patient investors.  The table on the 

right chronicles the ascent of the Dow Jones Industrials.  

We can see that as the absolute level has risen, the time 

between millennial milestones has shortened, and that 

we’ve been on quite a run this year.  It also shows that 

when bear markets occur, much more time lapses be-

tween milestones.  For a young investor with a long time 

horizon, in the end this can turn out to be no big deal.  

But for investors in or near retirement, deep market de-

clines and prolonged recovery periods can present a risk 

to their future financial security.   

Date Milestone 
Days Between 

Milestones 

10/17/2017 23000 76 

8/2/2017 22000 154 

3/1/2017 21000 35 

1/25/2017 20000 64 

11/22/2016 19000 700 

12/23/2014 18000 173 

7/3/2014 17000 227 

11/18/2013 16000 199 

5/3/2013 15000 2117 

7/17/2007 14000 83 

4/25/2007 13000 189 

10/18/2006 12000 2725 

5/3/1999 11000 48 

3/16/1999 10000 347 

4/3/1998 9000 261 

7/16/1997 8000 153 

2/13/1997 7000 129 

10/7/1996 6000 322 

11/20/1995 5000 270 

2/23/1995 4000 1686 

7/13/1990 3000 1282 

1/8/1987 2000 5168 

11/14/1972 1000 NA 
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in Catalonia, the market backdrop was one of remarka-

ble calm.  In fact, the average daily range for the S&P 

500 during the month of September was only 0.40%, 

which was the smallest monthly range within all available 

data back to 1970.  And on October 5th the CBOE's 

Volatility Index (VIX) hit its lowest level ever at 9.19.  

We noticed a shift of tone in the market in September, as 

confidence about eventual tax reform, or at least a re-

duction in the corporate tax rate, began to build among 

investors.  Small cap stocks began to outperform large, 

action consistent with expectations that smaller compa-

nies would benefit more from a lower corporate tax rate 

than would their larger brethren, which already use their 

multi-national operations to reduce their tax burden.  

Too, dollar and commodity prices firmed, signs of in-

creasing confidence in economic conditions both in the 

US and abroad. 

Looking at the economy, most signs point toward a con-

tinuing status quo - modest economic growth, full em-

ployment and low inflation.  The initial estimate of third 

quarter GDP came in at 3%, making two 3% quarters in 

a row.  While encouraging, we note that a reduction in 

imports (at least partly due to Hurricanes Harvey and 

Irma), inventory building and a falling personal savings 

rate all contributed positively within the latest 3% GDP 

print.  We’re watching the savings rate with some inter-

est, because a falling savings rate implies that a chunk of 

that economic growth is going on the credit card.  And 

we know from experience that excessive debt can lead to 

more severe recessions, not to mention possible strains 

within the financial system.  Most lately though, consum-

er and small business confidence surveys and monthly 

ISM reports all have a decidedly firm tone.  

Meanwhile, there’s encouraging economic news else-

where in the world.  Take Japan for instance: the Japa-

nese economy has now logged six straight quarters of 

growth, for the first time since 2006. Their unemploy-

ment rate is below 3%, and they have a jobs-to-applicant 

ratio above 1-to-1 across the country. After decades of 

economic stagnation and deflation, faint signs of wage 

growth are emerging. Business sentiment sits at a decade 

high. Rising female labor participation rates are helping 

bolster national income growth.  And after an electoral 

Markets (Continued from page 1) 
sweep for Prime Minister Abe’s party, Japan boasts a 

stable political outlook—more so than is the case in 

most other parts of the planet.  

The financial media here at home is pretty mum on 

these developments.  Or that the Nikkei 225 stock 

index has managed to make a new multi-year high in 

its own right.  The major headlines are focused on the 

U.S. major averages in general and certainly heralded 

the Dow hitting a new millennial mark this year for a 

fourth time.  To illustrate just how badly the Japanese 

stock market has lagged the US, it is interesting to 

note that the Nikkei is now back to levels prevailing in 

1996, when the Dow was hovering near 5,350 and 

the S&P 500 was sub-650!  

Looking past Japan and continuing west, we can say 

that Chinese factory activity has expanded now for 

three months running, and the stock market there has 

clearly broken out to the upside.  The Eurozone’s 

manufacturing diffusion index hit a 74-month high in 

August.  And strength is widely visible - it isn’t just 

about Germany anymore.  Italy’s manufacturing diffu-

sion index jumped to a six-and-a-half year high in 

August and the ranks of the employed crossed above 

the 23 million mark for the first time this economic 

cycle. The manufacturing PMI surveys in France, Aus-

tria and the Netherlands all rose to more than six-year 

highs last quarter as well. 

Even troubled Brazil managed to post a second quar-

ter of positive real GDP growth in Q2 — inching 

ahead 0.2% (double the consensus) sequentially and 

by 0.3% from a year ago. The data have reinforced 

hopes that the worst recession the country has ever 

experienced has come to an end (contracting more 

than 7% over the prior two years). 

With all that good news, what could possibly go 

wrong???  The Federal Reserve continuing to raise 

interest rates in an environment featuring low nominal 

economic growth and the absence of inflation could 

eventually end the economic expansion and the stock 

market party, as could an unexpected revival in the 

inflation rate.  So too could the failure of Republicans’ 

tax reform push, or some other geopolitical blow up.  

Stay tuned! 



 

During a client call recently, I was speaking with Brian and Char-
lene, a long-married couple who live in the Northwest.  They recount-
ed their duck-hunting outing from the preceding weekend, and 
from there, the conversation turned to how they cook their ducks, 
and then touched on an important technical specification of their 
BBQ.  Brian shared with me that theirs’ burns propane, not natural 
gas, because in his opinion, with propane he gets higher and more 
even heat.  As he put it, they cook with their BBQ more days than 
not, and since by his measure the majority of his meals are behind 
him, he wants to maximize the quality of the ones ahead.  I love 
that!   

Maria shares that view.  In the summer she went back to NY for a 
family gathering at her sister’s, and there experienced for the first 
time...the Big Green Egg.  Somewhere between the pork roast and the 
burgers it became a must-have item.  For the uninitiated, according 
to the manufacturer, the Big Green Egg is the best kamado style 
ceramic grill & charcoal smoker on the planet.  This dome-shaped 
cooker burns wood and natural charcoal and is super versatile.  You 
can sear, grill, roast, smoke, whatever.  And if you want it to, it can 
get very HOT!  But here’s where things get a little confusing.  The 
Big Green Egg comes in seven sizes, from XXL to mini.  Call me 
picky, but I don’t think I should be able to balance a Big Green Egg 
with the palm of my hand.   

Being the moderates we are, we now have a medium Big Green Egg 
in the backyard, perched on a stand next to our natural gas grill.  
So far, Maria has been completely in charge of the egg. Fortunately 
for me, I’ve been fully participating in the eating.  She’s roasted 
chicken, smoked ribs and even had a go at making pizza.  Recent-
ly, she prepared and we shared a thick-cut, two-plus pound bone-in, 
tomahawk ribeye steak.  The results were impressive, even if the pic-
tures below fail to do full justice. Alas, space constraints and editori-
al priorities prevent me from including the homemade potato chips... 

Brian and Charlene are celebrating their 50th this December.  So I 
guess it goes that couples that hunt together, stay together! 

These articles are for general information 
only and are not intended to provide spe-
cific advice or recommendations for any 
individual. Consult your financial advisor, 
attorney, accountant, or tax advisor with 
regard to your individual situation. Please 
contact us if there are any changes to your 
financial situation or investment objec-
tives.  The economic forecasts set forth in 
the presentation may not develop as pre-
dicted and there can be no guarantee that 
strategies promoted will be successful. 
Past performance does not guarantee fu-
ture performance and your actual results 
will vary.  The S&P 500, Nasdaq Composite 
and Russell 2000 indexes are unmanaged 
indexes reflecting the overall returns at-
tained by leading US stocks.  The MS 
EAFE and MSCI Emerging Markets Indexes 
are unmanaged indexes comprised of 
leading stocks in established foreign and 
emerging market countries, respectively. 
The Barclays Capital bond indexes are 
representative of total returns earned by 
various segments of the bond market.  
Indexes cannot be invested into directly. 
Stock investing involves risk including 
loss of principal. International and Emerg-
ing Markets investing carries special risks 
such as currency fluctuation and political 
instability.  Bonds are subject to market 
and interest rate risk if sold prior to ma-
turity.  Bond values will decline as interest 
rates rise and bonds are subject to availa-
bility and change in price.    
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THANK YOU! 

...to the following clients and col-

leagues for showing your confidence 

in me by referring your friends, family 

members, associates and clients to 

me during the last three months…  

 

Stephanie Scher, Linda Dong, 
Joyce Grandison,  
Danny Lopez & 

Lisa Zolezzi  


