January 2017
The market's remarkable rally since Election Day has the Dow Jones Industrial Average, at the time of this
writing, less than 0.5% from reaching 20,000. This is almost a 10% increase since November 2016. These gains
are based primarily on an expectation that many, or most, of the promises made by President‐Elect Trump will
positively impact the economy. The first 100 days will be critical from a market perspective. If Trump, at least
in part, puts in place many of the executive orders talked about during the campaign, sees cabinet nominees
confirmed (beginning this week), and works cooperatively with congressional Republicans, the market's
current valuation will likely be supported. To the extent that these factors run into opposition, not just from
the Democratic leadership, but from Republicans as well, the market could easily give back some of its recent
gains.
The next major trend of the market will likely be set by the success or failure of larger issues such as tax,
healthcare, regulatory and immigration reform. These larger issues require not just executive action, but
congressional initiative as well. Without question, these issues will be hotly‐contested and likely will be party‐
line votes in Congress. The first 100 days will be a good indicator of how these larger issues will ultimately fare
legislatively. The more likely success on these issues is realized, the more likely we will see market success as
well.
Data from the economy seems to support a strengthening market. While there are many indicators to look to,
the most important is consumer confidence. About 70% of the economy (GDP) is linked to consumer spending.
The more confident the consumer, the more he or she spends, thus creating more economic activity. Central
to a consumer's confidence is their job. The trend for the last several months has been a more pronounced
transition in employment. Older workers (older Baby Boomers) are retiring, and younger workers are
beginning to take their place. This is generally a constant factor, but it is now more pronounced with the
population bubble of Baby Boomers reaching retirement age. As the labor market strengthens, interest rates
will trend higher in the coming year. It is possible to see rates rise by nearly a percentage point in 2017. In the
past, the market would fall sharply as rates went up, but this time could be different. The overall strength of
the economy could be sufficient enough to support market valuations, and clearly the market expects rates to
rise.
2016 was a very good year for most 401(k) investors. It also underscores the importance of always remaining
invested at a proper asset allocation based on your risk profile. Most of 2016 was lackluster or even negative,
and nearly all of the gains for the entire year took place after November 8th. So, you can see how important it
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is to be allocated correctly in order to be ready for even the most unexpected market events. Call us or utilize
the resources on our website to make sure your investment mix is appropriate for you.
John Slavic
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