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The American people voted into office someone who said he was 

going to be different.  That he is.  It will take some time to 

determine whether or not new policies will be beneficial to the 

economy.  It seems investors are viewing the Trump presidency as 

economically positive, as it is unlikely he will veto any legislation 

aimed at getting the economy out of the plodding mire it has 

been in, for the past several years. 

Looking forward, we see tremendous positives being discussed by 

the Federal government.  These would include: infrastructure 

projects which create jobs, deregulations that relieve corporate 

expenditures, and most important, corporate and personal 

income tax reform. 

Time will tell whether, or when, these items come to pass.  There 

continues to be a tremendous lack of cooperation by our elected 

representatives and senators.  Even though the GOP holds a 

majority, there does not appear to be harmony even amongst 

themselves.  Perhaps, with a bit more time, things will settle 

down and some progress will be made toward correcting the 

stifling government impediments to growth.  The markets are 

looking toward that becoming a reality. 

Government policies can, and do, maneuver economic policies.  

Regardless of the decisions made in Washington D.C., what is truly 

important is the entrepreneurial spirit of individuals, and our free 

market economy.  Once again, I quote our favorite economist, 

Brian Wesbury of First Trust Advisors in his March 13
th

, 2017 

Monday Morning Outlook: 

“No one knows the future. But human nature takes two major forms 

when it comes to the future. We either fear it or embrace it.  

• Those who fear it are much more willing to want to manage it, 

which means more government involvement to counteract the 

fear. These people have “faith” in government.  

• Those who embrace it are more willing to trust that ingenuity 

and creativity are permanent. These people have “faith” in their 

fellow man and markets.” 



We choose to embrace the future.  In spite of government 

interference over the past decade, our economy has continued its 

steady, though plodding growth.  We believe that in the coming 

years, the economy will become a more robust. 

There has been some concern expressed by some of our clients 

regarding the rapid rise in stock prices.  They question whether 

this is sustainable, or if the markets are hugely overvalued.  Based 

on value of the Dow Jones Industrial Index growing from 18,000 a 

year ago to 20,600 today, it is a gain of 2,600 points.  That seems 

huge, while in reality, it is just a 14.45% growth over the past year.  

Considering that the market was also at 18,000 two years ago, as 

well as at 18,000 last year, 14.45% growth over two years is not 

what should be considered excessive.  Rather than looking at 

point gain, one should look at percent gain.  It would not surprise 

me to see the markets continue to sustain positive growth in the 

coming years. 

how do interest rates impact our portfolios? 

As expected, the Federal Reserve raised interest rates this past 

month.  They expect to add at least two more rate increases over 

the balance of 2017.  The Fed feels increasingly confident our 

economy will continue to grow and inflation will remain relatively 

moderate. It was recently announced that the 4th quarter of 2016 

grew faster than expected, at a rate of 2.1%. 

What do higher interest rates mean for us as investors?  First of 

all, longer term bonds and bond funds should be eliminated from 

investor’s portfolios.  Bonds are negatively correlated to interest 

rate increases.  As rates rise, bond values plummet.   

Stocks may likely pullback as well, albeit temporarily.  As long as 

inflation remains within their guidelines, the Fed will only increase 

interest rates if they feel the economy is able to sustain its growth 

rate.  Stocks do well as the economy improves, and therefore 

companies should be able to enjoy improving earnings.  Stock 

prices generally follow earnings, therefore increased earnings 

should equal increased stock values and increasing dividends, 

both reasons to stay invested for the long term. 

Our door is always open to you.  Any time you have questions or 

concerns, please contact us. 


