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Q4 in Review 
In the fourth quarter of 2016, we had two major events that cleared the uncertainty hanging over investors’ heads all year: the U.S. 
election and the Federal Reserve’s decision to raise rates for the second time in a decade. While the political climate leading up to an 
election can be heated and uncertain, a common bond among investors—on the left and the right—is the desire to have greater clarity 
in markets and the ability to earn higher returns with less risk.  The election being behind us and the Fed moving forward with regular 
rate increases will provide both. Now that we have clarity on these items, markets can see opportunities on the horizon in different areas 
and have priced in those expectations accordingly.  
 
What does that mean for your investments? Looking back at the indexes (which, remember, are not representative of your portfolio’s 
individual allocation, but are a useful way to track trends), U.S. large cap stocks outperformed fixed income and international holdings. 
These large, established companies are poised to succeed in a climate of reduced regulations, and lower corporate taxes. Just like 
people who manage their finances wisely, large cap companies tend to have healthy cash flow, low debt, and steady earnings—all of 
which allow them to handle rising rates. Conversely, a rising rate environment could make it tough for small-cap and mid-cap companies, 
since they tend to have more debt and may not have solid earnings and positive cash flow. However, in Q4, both small-caps and mid-
caps ended in positive territory. 
 
While the investing environment in Q4 was great for domestic stocks, other asset classes struggled.  Bond prices went down in a short-
term reaction to the Fed’s rate hike (although, in the long term, rising rates are a huge positive for investors). A strengthening U.S. dollar 
also hurt emerging market stocks and commodities performance in Q4. While the short-term adjustment was rocky in these areas, the 
fourth quarter laid the groundwork for equity growth in the future as well as long-awaited higher rates for savers.  
 
Looking Back at 2016 
2016 began with the worst 5-day start to the year in the history of equities, starting a downtrend that reached true -10% correction 
territory by mid-February. We also had a number of “known unknowns” on the calendar—the U.S. election, Fed rate hikes, E.U. 
referendums and the Brexit vote. We knew there was potential for major changes in the investing climate, just not what the changes 
would be—so we prepared for a year of volatility. 
 
Despite all of this uncertainty, 2016 was a strong year. The Dow Jones Industrial Average is even flirting with the (entirely psychological) 
20,000 level. Investors who were properly diversified (like you!) benefited from the strength of large caps and value stocks, and were 
shielded from the brunt of bond volatility thanks to a strategy that favored shorter-duration bonds which are less sensitive to interest 
rate moves. Markets popped post-election, driving large caps higher for all the reasons mentioned above, and ending the year on a 
positive note for equities overall. 
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This strength came from strong economic fundamentals. In the U.S. and globally, we’re seeing positive signs of economic growth. 
Companies are posting higher earnings, giving the rise in stock prices a strong foundation. Unemployment has been trending down 
since 2010 (although there is still reason to be concerned about the almost 8 million Americans who are under-employed or have given 
up on finding a job). And the Federal Reserve’s rate hike shows that their data suggests the economy is strong enough to sustain higher 
interest rates. 
 
If 2016 showed us anything, it is that with strong fundamentals and the expectation of future growth, equities can keep chugging along—
even overcoming a number of events that could have been a huge shock to markets. Do not allow events like Brexit, elections, or other 
news cloud your long-term view. Always keep saving and investing, and don’t try to be a psychic. It doesn’t pay! 
 
Opportunities Ahead 

“The four most dangerous words in investing are: it’s different this time.” 
—Sir John Templeton, investor and philanthropist 

 
Although 2017 looks very different than 2016, it is not an environment we have never seen before. Do not be fooled by anyone urging 
a complete change in investing tactics for “the new normal.” It is just an adjusting climate, and one that looks sunny and bright for 
investors. It is almost impossible not to see long term market success when the dollar strengthens, interest rates head toward normalcy 
and both regulations and taxes seem likely to decline. 
 
Inflation is something we should keep an eye on, but is still very low. We cannot predict what positive or negative events will affect your 
individual monthly statements in 2017, but the long-term view is one of a strengthening economy and positive conditions for investors.  
 
We hope you feel energized to achieve your resolutions in 2017, and as always, we are here to help you along the way for your financial 
goals. Warm wishes for a healthy and prosperous year ahead! 

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. 


