
 
 

“We've long felt that the only value of stock forecasters is to make fortune tellers look good. 
Even now, Charlie and I continue to believe that short-term market forecasts are poison and 
should be kept locked up in a safe place, away from children and also from grown-ups who 
behave in the market like children.” Warren Buffett (2009) 
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‘Tis the season for pundits and prognosticators to share their expectations for global economies/markets. With the wide 
range of views that occur each year, you should easily find one that matches your own, whether wildly optimistic, 
pessimistic, or anywhere between. Having observed these for many years, we agree with Warren, finding them of little use 
in real-life planning and question the wisdom on making any big “bet” on predictions that are notoriously wrong.  
 
Last year was yet another great example. The S&P Global Broad Market Index, which includes most stocks from 48 
countries, climbed 22% in 2017 to the surprise of almost everyone. Major indexes hit all-time highs, yet I cannot recall any 
predictions of these strong double-digit returns last year, with many suggesting the likelihood of mediocre returns. As you 
can see from the chart below, while US stocks did great, developed non-US stocks did better, and emerging market equity 
returns were even higher. And despite years of gloomy predictions (“interest rates have got to go up”), the aggregate bond 
index still produced a decent return for the conservative part of a portfolio.  
 

 
 
Too bad not everyone actually got to enjoy these stellar returns, as investors yet again seemed to favor bond funds over 
stock funds in 2017 as Investment Company Institute (ICI) data showed. It seems the impressive run-up in stocks since 
March 2009 may be one of most hated bull markets in history as cash flows out of domestic equity funds continued for 
much of this time. We haven’t seen final data, and some of this may be explained by the move from actively managed equity 
funds to passive index ETFs, but we don’t think that’s the whole story. It just seems that investors continued to have plenty 
to worry about along the way with persistent fears of potential correction. Sadly, the “market-timing hall of fame is still 
empty”, and research continues to show that investors tend to lag market returns based on emotion-based behavior. We 
consistently see investor returns, which reflect cash flows in/out of fund, lag actual fund returns in Morningstar reviews, and 
see this as evidence supporting our general view about the benefits of sticking with a well-diversified portfolio.  
 
There are reasons for both optimism and pessimism as we look at the year ahead. Corporate earnings continue to grow, we 
have an arguably more business-friendly environment, and there are hopes that tax reform could provide future economic 
stimulus and perhaps even a short-term cyclical rebound. But this is not to say that there is nothing to worry about. As our 
friends at Vanguard note, “the most pronounced risk to the status quo is the United States, where an already tight labor 
market will grow tighter, driving the unemployment rate well below 4%. This, followed by a cyclical uptick in wages and 
inflation, should justify the Fed Reserve’s raising rates in2018. Expectations of additional rate hikes would inevitably follow, 
ending an era of extraordinary monitory support in the US and possibly leading markets to price in more aggressive 
normalization plans elsewhere. None of this is the status quo.” 



 
For 2018 and beyond, we tend to agree with expectations from firms like Vanguard, Russell, and others for one of higher 
risks and lower returns. As Vanguard notes “elevated valuations, low volatility, and secularly low bond yields are unlikely to 
be the allies for robust financial market returns over the next 5 years”. We were especially taken by research from Vanguard 
that suggested the merits of a globally-diversified 60/40 stock/bond mix from a risk-return perspective. You can find a copy 
of this November 2017 article “As US stock prices rise, the risk-return trade-off gets tricky” in the Insights Section on our firm 
website www.greenewealthmgmt.com.  
 
In our view, the poor track record of market predictions and the constancy of uncertainty offer reasonable arguments for 
investors to remain disciplined and globally-diversified with realistic expectations about both risks and returns. While there 
are certainly no guarantees for the future, we think research supports the concept building a portfolio that is prudently 
aligned with your financial goals, time horizon, and risk-tolerance—and then sticking with it. We work to keep portfolios 
aligned with targets through periodic rebalancing and monitor products used in building portfolios out. In talking with 
clients, it’s clear even the most disciplined of investors can be lured to change as the siren-songs of FEAR and GREED can be 
strong—especially with all the New Year’s market predictions and fund performance reports. There is nothing wrong with 
reassessing one’s situation to determine what (if any) changes should be made, but we think these evaluations should be 
made within the context of thorough planning review/update. In his 1/8/18 Wall Street Journal article about market 
newsletters and fund performance rankings, senior MarketWatch columnist Mark Hulbert commented “scorecards can 
provide some worthwhile information. But beware: They can also be hazardous to your wealth”.  
 
Meanwhile, everyone seems to be trying to get a handle on what tax-reform means to them. The big picture hope is that 
lower corporate rates will stimulate persistently anemic economic growth—and that big multi-nationals will repatriate huge 
cash hoards held overseas. We’ll see. Limits on state and local tax (“SALT”) and mortgage interest along with bigger standard 
deductions will likely create both winners and losers. But as our tax professional friends have noted, many high-income 
earners had been prevented from fully taking advantage of these deductions due to AMT and phase out rules anyway. There 
are new lower tax rates at all levels—and a new “pass-through” deduction for certain business income. Also, the federal 
estate tax exemption has doubled, now about $22 million for a married couple in 2018. Bottom line is that we would 
encourage you to talk with your tax advisor to think about how the new rules impact you—we can work together to see 
what, if any, changes might make sense.  
 
This is a good time to schedule a planning review/update if you haven’t been in for a while. Change is the one constant in 
life, making planning a process, not an event. We’d like to know what’s new with you and hear about any questions or 
concerns you have. Let’s take the time to revisit goals and talk about changes in your situation and the world around us. We 
can update financial projections, review investment plans/results, talk about risk-return expectations, discuss any of the 
wide range of financial issues life seems to bring, and decide what (if any) mid-course corrections might be prudent. As 
always, know we’re here for you. We take our work and your well-being very seriously and look forward to visiting with you 
soon. In the meantime, best wishes for a healthy, happy, and prosperous New Year.  
 
Kirk P. Greene, CLU, ChFC, President 
Greene Wealth Management, LLC  
 
The greatest compliment you can pay us is the referral of family and friends. Thank you for your continued trust and confidence.  
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