
Data throughout the third quarter of 2017 confirmed 
that the synchronized global economic expansion 
both strengthened and broadened. In September, the 
Organization for Economic Cooperation and Development 
(OECD) reported that all 45 developed country economies 
it monitors were growing. Most emerging markets across 
the globe also signaled expansion including Brazil and 
Russia which were coming out of deep recessions. In our 
July Market Commentary, we stated that the World Bank 
estimated that the global economy would grow 2.7% in 
2017 and 2.9% in 2018. As economic conditions improved 
throughout the summer, various strategists raised growth 
estimates, and in recent weeks, the International Monetary 
Fund (IMF) increased global economic growth projections 
to 3.5% for 2017 and 3.6% for 2018.

Second quarter earnings reports confirmed a healthy 
economic environment. According to Standard & Poors, 
359 companies in the S&P 500 reported earnings that 
met or exceeded analysts’ expectations. Most companies 
in the S&P 500 also offered positive outlooks for the 
remainder of 2017 and into 2018. Investors responded 
positively as equities around the globe continued their 
advance with many indexes reaching all-time highs. The 
MSCI Emerging Markets Index posted the strongest third 
quarter performance, rising 7.9%, and up 27.8% year-to-
date. The NASDAQ Composite rose 6.1% for the quarter, 
up 21.7% year-to-date while the MSCI Europe Australasia, 
Far East (EAFE) Index climbed 5.4% during the quarter and 
was up 20.0% through September 30. The S&P 500, which 
closed at all-time highs 14 times during the third quarter, 
rose 4.5% for the period and was up 14.2% for the year 
through September.

A recent report from Deutsche Bank highlights the 
continuing historic performance of the S&P 500. The chart 
below illustrates the longest monthly streaks of positive 
total returns for the S&P 500 from 1928 to 2017. 
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If October records another positive gain for the S&P 500, 
this will be the 13th consecutive month of positive returns – 
the longest recorded monthly streak. Two 12-month 
consecutive stretches have occurred since 1928: over the 
periods 1935-1936 and 1949-1950. It is notable that every 
month this year has delivered positive returns, a record for 
monthly consecutive gains within the calendar year only 
matched in 1995. 

Despite all this positive data, investors were reminded last 
week that October 9 was the ten year anniversary of the 
S&P 500’s peak of 1565, the day before a downward spiral 
started and bottomed at 677 on March 9, 2009 - a 57% 
decline. Since then, the S&P 500 has steadily climbed to 
2550. While this is exceptional performance since 2009, 
many investors still fear a 10% or greater correction. Fear 
of a correction is largely due to the length (8 years) of 
the bull market, and we think it is appropriate to wave a 
caution flag, but believe the positive trend can continue well 
into 2018. Our confidence is buoyed by global expansion. 
Growth in Europe remains robust and broad; Japan has 
now experienced six consecutive quarters of expansion; 
and China is exceeding the government’s growth targets. 
While the US and most of the developed markets are now 
expected to show 2-3% real GDP growth in 2018, emerging 
markets are expected to grow 4-6% with only a handful 
of countries forecasting recessions including North Korea, 
and Venezuela. The second quarter of 2017 was notable for 
emerging market equities because the market’s gains were 
largely concentrated on a small cross-section of Chinese, 
Taiwanese, and Korean technology companies. During the 
third quarter, however, participation broadened to include 
financial, energy and materials companies amid rising 
global interest rates, stable oil prices, and better economic 
data from Russia and Brazil which are home to large oil, 
gas, and mining companies. At 15.7x trailing earnings and 
12.6x forward earnings, emerging market equities offer 
compelling valuations with increasing earnings growth and 
better returns on equity. 

While stock indexes extend record setting gains into October, 
we continue to favor domestic and international equities 
for earnings growth and increasing dividends. However, 
we remain vigilant of fiscal and monetary policy shifts that 
could potentially change investor sentiment including: 

Tax  reform - In the US, corporate earnings could be 
further aided by the proposed tax overhaul which 
includes a corporate rate reduction from 35% to 15-
30%. This could add $7 to $20 per share to 2018 S&P 
500 earnings (consensus estimates are currently 
$131) and more funds would be available for cash 
dividends, corporate expansion, and stock buy-backs. 
However, the pathway remains highly political and 
contested, and the eventual implementation of tax 
reform remains uncertain. 
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PRIVATE INDIVIDUAL INVESTORS
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  while meeting investment policy requirements
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  of drawing income
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CYBERSECURITY
Equifax (one of the three major credit reporting bureaus) 
recently experienced a series of cybersecurity incidents, 
the most serious of which was a breach that potentially 
exposed the sensitive data of more than 150 million people 
worldwide. Consider visiting the Equifax website listed 
below to see if you were affected by the hack and enroll in 
free credit monitoring. Please contact us if you are interested 
in learning more about how to protect yourself online. 

https://www.equifaxsecurity2017.com

REQUIRED MINIMUM DISTRIBUTION 
Individuals are generally required to withdraw a minimum 
amount of money from tax– advantaged retirement 
accounts each year beginning the calendar year after 
turning 70½. This amount is called a Required Minimum 
Distribution (RMD). Individuals must take RMDs from any 
retirement account that included tax– deferred assets or 
had tax–deferred earnings. 

These accounts include:

• Traditional IRAs 

• SIMPLE IRAs 

• Most Keogh accounts

• Rollover IRAs 

• SEP–IRAs 

• Most 401(k) and 403(b) plans  

Annual RMDs may be taken in one distribution or periodic 
withdrawals throughout the year, but the total annual 
minimum amount must be withdrawn by the deadline of 
December 31. Of note, individuals can always take more than 
the RMD amount. Please contact us if you have questions.

Federal Reserve Policy and Appointments – 
At its September meeting, the Federal Open Market 
Committee (FOMC) confirmed that the Fed would 
begin to reduce the size of its $4 trillion balance 
sheet. It remains to be seen what effects this will 
have on the financial markets. At the same time, the 
FOMC telegraphed plans to raise interest rates and 
tighten monetary policy while Japan and the ECB 
continue to pursue quantitative easing. Moreover, the 
surprise resignation of Vice Chairman Stanley Fischer 
from the Fed’s Board of Governors and the end of 
Janet Yellen’s term as Chair on February 3, 2018, 
add uncertainty to the direction of Federal Reserve’s 
policy actions.

Importantly, we believe investing is not simply about 
changes to fiscal and monetary policies. The increase in 
global growth prospects combined with low interest rates 
strengthen the case for greater exposure to riskier assets.  
However, as risk asset prices rise, the margins of safety 
fall, and shifts in allocations within diversified portfolios 
help to control volatility.     


