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Welcome, this is Willis Johnson and this is our first podcast. 

We haven't done this in the past, but our goal is to provide you with a podcast that will give you 
a quick review of 2016, a history of what happened in our markets, our outlook for 2017, and 
insight on how we are adjusting our portfolios for 2017 in the market ahead. 

In preparing for this podcast, I really thought it was important to look back at the entire year. 
Quite often as individuals, we remember what is most recent and forget what took place earlier 
in the year. In order to do that, we’re going to look back to December 2015 because the end of 
2015 was the end of a very lack luster year in the general markets. As far as most indices are 
concerned, they were flat to negative and not a lot of returns were positive in 2015.  

The reason I mention this is when you look at the prior year it begins to set your stage to look at 
the future and our goal for 2016 was positive, but we really didn't see anything exceptional on 
the horizon except for upcoming political campaigns, which everyone assumed would be 
interesting. I’ll address that a little bit later in this presentation. 

Again, to start the year, we did not see anything exceptionally positive going into the markets. 
We felt they would be fine. In fact, our primary goal was to design portfolios that would provide 
at least the most common returns we project on most of our financial plans. As I hope you are 
aware, as a wealth management firm, our number one goal is to develop and monitor 
individual financial plans that are designed to be your roadmap to help you and your family 
meet your long-term goals and objectives. 

The financial planning process is very systematic as most of you are aware. We want to start by 
analyzing your resources, your income, your company benefits, any investments you have, any 
allocations, how your investments are allocated between stocks and bonds, and make sure that 
these investments are tax efficient. Remember one of the best ways to improve your overall 
return is to make sure on an after-tax basis you’re invested properly. Make sure you take 
advantage of all the opportunities out there that our tax code provides. 

This is an opportunity for me to remind our clients how important reviews are of not only your 
financial returns on your investments, but also your long-term financial plans. The reviews are 
important in order to make sure we're always on track and we can make adjustments that need 
to be made as we go forward in completing and monitoring your financial plan.  

With that in mind, we went into 2016 with portfolios that we thought would perform well in an 
overall market. Let’s talk about what took place in 2016. At this time, December 23rd, 2016, 
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virtually all the major indices: the S&P, the Dow, and NASDAQ, all have double-digit returns 
when you include in the dividends.  

But that was not the case on February 11th. For the first quarter of this year, in fact most of the 
indices we’re talking about: the S&P, the Dow, and NASDAQ, all had returns that were negative 
in excess of 10% on what the low of the market was, which was February 11th. 

Let me put that a different way. As of February 11th, 2016, things did not look very good. The 
market already dropped almost 10% from its ending balance on 2015 by well over 10%. 
However, by the end of the first quarter the markets were positive. So, it's fair to say that the 
markets were rather volatile during the first quarter of 2016, but the drop in excess of 10% in 
February resulting by the end of March with almost a flat to slightly positive market depending 
on which indices you’re looking at. 

From that point on, we had a slow climb up to solid returns right up to election and if we take 
the S&P's as a primary example, the returns on the S&P was a little over 7% when you include 
dividends. However, the interesting fact is from election date of November 8th 
through December 23rd the total return are just shy of 13% as of December 23rd.   

The first quarter was flat, the fourth quarter was very positive, and everything in the middle 
was a slow grind up. In fact, since the election almost 45% of the return took place. So in the 
last 45 days, almost 40% of the S&P return took place and some sectors have exceeded those 
returns. Those include financials, industrials, and smaller U.S. companies. 

Financials are performing well because the assumed aspect that interest rates may be climbing. 
Industrials have performed well because of the possibility that congress will pass an 
infrastructure bill that will allow massive construction in the U.S. Small companies have done 
well with the possibility that the regulations might be reduced.  

Areas that have not done well include technology and healthcare. In addition, the 
internationals are not performing as well. This is especially true of the Asian markets as trading 
issue concerns have been brought up by President-elect Trump. That's a quick history of what 
took place in 2016. An overall positive market that was very volatile. The first quarter had a 
steady increase until Election Day and after Election Day it had very positive results.  

With that in mind how would we begin to prepare our portfolios for 2017? The bond part of our 
portfolio needs to be protected against increased interest rates that would have a negative 
effect on the principal value of the account. We will be doing this by managing the duration of 
the bonds in our portfolios and reduce some of our exposure to the international markets. We 
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are planning on reducing some of the current holdings we have in the International markets 
and moving them to the U.S. Domestic markets. However, we will not eliminate our exposure 
to Internationals. 

We continue to like the financial markets, small, and mid-cap. We feel our current allocation 
here is adequate. However, if the market corrects or has a pull back we may be willing to add 
more to the positions. In general, we feel optimistic about this market. However, after such a 
big run in the last 45 days we are cautious about adding to our equity exposure at this time. 

This is Willis Johnson and I hope you enjoyed this review of 2016 and our outlook for 2017. 
Remember, the best thing you can do for yourself and your family is to develop a long-term 
financial plan, monitor it, review it, and keep abreast of changes that need to be made as laws 
change and opportunities change in our country. Wishing you a prosperous year for 2017 and 
looking forward to seeing you and visiting you in 2017. 

We will now provide a list of proper disclosures for this podcast. Thank You. 

 

Investing involves risk including the potential loss of principal. No investment strategy can guarantee a profit or protect against 
loss. Past performance is not indicative of future results. Although the information has been gathered from sources believed to 
be reliable, it cannot be guaranteed. This material may contain forward looking statements and projections. There are no 
guarantees that these results will be achieved. The S&P 500 is an unmanaged index generally representative of the U.S. stock 
market and cannot be invested in directly. 

Market data obtained from the following sources: Yahoo Finance and Morningstar. 


