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Looking Back  
The general consensus for 2016 is that the market is going gangbusters. We’ve seen this in the media and encountered it in casual 
conversations—and compared to how we started the year, the market has certainly improved since January and February, when we 
seemed on the verge of a bear market. Yet when you see the headline “Party like it's 1999! Dow, S&P 500, Nasdaq all hit new highs,” 
in USA Today, you know that investor enthusiasm is probably overblown. 
 

 
(note: this the chart does not include dividends) 

 
New Highs Are Not News 
Yes, the Dow, S&P 500 and Nasdaq all hit new highs on August 11, and again on August 15. But new highs are not really meaningful 
in and of themselves. We hit new highs all the time in all aspects of our lives—if you were paying close attention, you would know that 
the price of bacon is up 1.2% since last year (Bureau of Labor Statistics CPI Report). Markets are merely a reflection of how a handful 
of companies across a spectrum are performing, and while it’s good that companies are growing our investment in them, it is not 
unexpected. What is meaningful is when you think about this market in light of the entire year so far, and the overall economic climate 
that created it.  
 
Let’s take the Dow Jones Industrial Average as an example. Year-to-date, the Dow is standing on a gain of 7.2%. On the chart, it looks 
great, especially compared to the almost -9% losses early this year. However, remember that it always takes a greater gain to recover 
from a loss—so much of the "outperformance" is just recovering from troughs. Equities are a long-term source of growth, but in this 
environment of many fits and starts, it’s a slow source of growth. Certainly not bad—but certainly not great either, even with new highs 
being reached. 
 
 
 

http://www.usatoday.com/story/money/markets/2016/08/11/stocks-dow--sp500-thursday-wall-street/88557406/
http://www.cnbc.com/2016/08/15/us-markets.html
http://www.bls.gov/news.release/cpi.t07.htm%23cpipress7.f.1
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Why the Slow Growth? 
• Markets are fully valued, if not overvalued. In the third quarter, earnings for the S&P 500 are estimated to fall -2.1%. Investors 

drive up stock prices when they anticipate future growth for their investment, but if that growth expectation isn’t there, prices 
stall. If the S&P earnings do decline in Q3, it will mark the first time the index has recorded six consecutive quarters of year-over-
year declines in earnings since FactSet began tracking the data in Q3 2008. 

• Stock markets reflect the overall slow growth of the economy. The stock market is a trailing indicator of the growth of the 
economy—which has been chugging along at an uninspiring 1.8% to 2% rate of growth for the past 10 years. It is slow growth, 
but it is persistent, positive growth we expect to continue, barring any major upset. Of course hindsight is 20/20, but at this point 
there do not appear to be any sectors with over-inflated bubble conditions posing a major threat.    

• Markets do not like uncertainty. While Fed rate movements have been “priced in” for some time now, we still really don’t know 
the timeline, the rate of increase, or how bond and stock markets will react. Add an election year on top of that, with many 
unknowns regarding future regulations and taxes. Once markets have clarity on these issues, we will better know whether to 
expect more of the same, or a change from our current path. Our best assumption is that there may be some short-term hiccups 
post-election, and in December immediately following the Fed decision. 

Looking Ahead: 
We’re heading into a stretch of the year which may provide the third big event of volatility for 2016. The increased volatility we saw in 
September is likely a lead indicator of what we might see going forward. Uncertainty over the Fed and the election will only increase the 
probability of heightened volatility until these issues are resolved by the end of the year. The worry over these issues is certainly 
excessive, but it is true we need stronger fundamentals. Stronger fundamentals are the engine of growth to pull the market out of the 
mud. 
 
Until then, the best path is one that is diversified for several different scenarios of Fed rate increases and coming changes to tax policies. 
This is the approach we are taking for your portfolio, and we avoid taking on excess risk to do so—although it is interesting to see how 
many fund companies are starting to advertise riskier and riskier strategies in the face of our low-growth environment. Rather, we are 
making prudent adjustments to your portfolio to mitigate risks of the current investing climate and prepare for the unexpected. After all, 
if the Cubs actually win the World Series, anything is possible! 
 
As always, we are happy to discuss your investment picture and help you understand the protections we have in place for any scenario 
the market may present. We hope you enjoy a wonderful fall and winter season with your family and loved ones!  
 

https://www.factset.com/websitefiles/PDFs/earningsinsight/earningsinsight_9.30.16
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Commentary Disclosure 

 
Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees 
of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product (including 
the investments and/or investment strategies recommended or undertaken by Halpern Financial), or any non-investment related content, 
made reference to directly or indirectly in this Commentary will be profitable, equal any corresponding indicated historical performance 
level(s), be suitable for your portfolio or individual situation, or prove successful.  Due to various factors, including changing market 
conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not 
assume that any discussion or information contained in this Commentary serves as the receipt of, or as a substitute for, personalized 
investment advice from Halpern Financial.  Please remember to contact Halpern Financial, in writing, if there are any changes in your 
personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations 
and/or services.  Halpern Financial is neither a law firm nor a certified public accounting firm and no portion of the Commentary content 
should be construed as legal or accounting advice.  A copy of the Halpern Financial’s current written disclosure statement discussing 
our advisory services and fees continues to remain available upon request. 
 


