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Q U A R T E R L Y  U P D A T E 
January 2017 

 

Happy New Year! The past year was interesting, with the overall market starting out low but 

ending well. We hope you enjoy our overview and expectations of the coming year, plus some 

hotly-anticipated items about taxes, bonds, fiduciaries, and public policy.  

 

– Carol Hoffman & Tim Grout 

 

Market Overview  
United States: The biggest story of the 

quarter was the election of Donald Trump for 

President. Although the futures market 

briefly sunk on the news, the market quickly 

turned around and rallied through the end of 

the year. Investors have bet that the new 

administration will cut taxes, reduce 

regulations, and spend heavily on infrastructure. Potential downsides to Trump’s economic plans 

include higher inflation (from stimulating an economy already close to full employment), higher 

interest rates (from higher budget deficits and inflation), lower exports, lower immigration and 

labor force growth, and changes in healthcare. Economic experts predict GDP will continue to 

grow at a modest 2% rate.  

Interest rates: Interest rates rose after the election, 

as the bond market priced in higher expectations for 

inflation and growth. The Fed’s December increase 

of 25 bps was the first in a year. The boost was 

widely expected and had little effect on the market. 

China: China saw a recovery in 2016 due largely to 

successful economic policies. China’s policymakers 

face a difficult balancing act between maintaining 

growth while addressing imbalances in the housing 

and credit markets.  

Source: Fidelity Viewpoints, Economy: 2017 
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Improved Global Economy Sets Tone for 2017 
There remains a wide distribution of potential policy outcomes in 2017 that may inject volatility, 

but the solid United States and global expansions provide a positive context to start the year. 

Source: Fidelity Quarterly Market Update. Data as of December 31, 2016. 

 

International equities are lagging the United States—for now 
International equities have 

lagged those in the U.S. for 

years, but don’t assume 

this trend will last forever. 

History shows the reverse 

was also true for extended 

periods of time prior to the 

global financial crisis.  

 

Source: Capital Group, MSCI, RIMES. Data represent rolling three-year returns of MSCI EAFE Index vs. the S&P 

500 Index through 11/30/2016. 
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The Expansion Is Old, but Age Is Just a Number 
Some worry that this recovery is long in the tooth, but the current United States expansion 

continues to show that age is nothing but a number. Several countries, including the U.S., have 

enjoyed significantly longer expansions in the past. Although we are likely closer to the end of 

this cycle than the beginning and political uncertainty remains, there are few signs of imbalances 

building in the economy and reason to believe the expansion can continue.  

When will I get my tax forms from TDAI? 
Most of our clients can expect to access form 1099 by end of business on Tuesday, February 7. 

Log in to your TD Ameritrade Institutional (TDAI) account to access the forms online. Please 

allow 5-7 days after that for mail delivery. TDA cautions us that these dates may be subject to 

change; we will keep you informed if they do. Let us know if need to renew your TDAI access. 

 

Your individual bonds are performing better than you think 
For the first time in years, interest rates in the U.S. are rising. What it means for you is that all 

those individual bonds you hold appear to be losing value in your portfolio statements. That 

would be true if you were to try to sell the bond on the open market, as bond fund managers do, 

but your individual bonds are held to maturity— when they mature, you get the full face value no 

matter what the market price may be. This price/value mismatch is a required accounting practice 

in the bond world, known as “mark-to-market” pricing. It all 

adds up to a lag in the valuation of your bond ladder, so your 

statement values can look much lower than the value you will 

realize on the date of maturity. 

 

We incorporate individual bonds into many of our portfolios 

as a stabilizer, and we hold them to maturity as a rule. Feel 

free to contact us with questions about bond pricing or 

anything else you see on your statement.  

Source: Business Insider, Capital Group, National Bureau of Economic Research as of 9/30/2016. 
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Credit Cards and Your Credit Score Explained 
Adapted from Merriman: http://www.merriman.com/family-talk/your-credit-score-explained/ 

Whether you are opening a new credit card to receive a sign-up bonus or closing that Visa with 

the high annual fee, your credit card accounts can have a big impact on your overall credit score. 

Most banks and credit lenders use FICO scores, which range from 300 to 850. The score is based 

on the credit files of the three national bureaus – Experian, Equifax and TransUnion – with the 

following breakdown: 

 Payment history 35%  

 Amounts owed 30% 

 Length of credit history 15% 

 New credit “hard inquiries” 10% 

 Types of credit used 10% 

Maximize your credit rating: Avoid spending more than 20% of your credit limit on a card, keep 

your oldest cards open if possible to increase your history, and of course, always make at least 

the minimum payment each month (carrying no balance is best!).  

You are entitled to one free credit report each year from each bureau. Visit the only legitimate site, 

https://www.annualcreditreport.com, for your free annual credit report.  

 

You work with a fiduciary  
The Department of Labor issued the “fiduciary rule” in 2016, to take effect this year. It’s big news 

in the financial advisor world, because 93% of all advisors are not currently fiduciaries. They will 

now be required to act as fiduciaries (putting clients’ 

interests ahead of their own) for retirement accounts. 

We’re thankful that the industry is being held to higher 

accountability. 

 

How does this affect you? Very little, because you already 

work with a fiduciary. Your advisors at Clear Perspectives 

are fiduciaries on every account, 100% of the time. That’s 

how we designed our practice, and we wouldn’t have it 

any other way.  

 

Thank you for your continued support. Please contact us with any of your financial questions or needs! 

 

Carol & Tim and your Clear Perspectives team 
 

The Quarterly Update letter is mailed quarterly to our clients and friends to share some of our market views. Certain material in this 

work is proprietary to and copyrighted by Morningstar, Fidelity, T. Rowe Price, and J.P. Morgan Asset Management, and is used by 

Clear Perspectives with permission.   


