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THE CURRENT VIEW 

Our Thoughts on 2017 

Investors enter 2017 buoyed by a year-end rally in the equity 

markets, the prospect of a pro-

growth agenda from the new 

administration, and consumer 

confidence levels at fifteen year 

highs.  Although many will 

attribute recent gains to the 

Trump effect, the data shows that 

the economic improvement 

started in advance of the election.  

With majorities in both Houses of 

Congress, our new administration 

is faced with transitioning from campaign mode to 

governing.  

 
The pillars of President Elect Trump’s economic promises 

are to bring back jobs to the United States, to reform and reduce taxes, to implement an 

infrastructure spending plan, and to roll back the regulatory environment.  Taken together 

these actions are supposed to put more dollars in the hands of corporations and individual 

taxpayers, spur investment, create jobs and increase incomes.   If we make the assumption 

that the administration follows through with this agenda, investors need to gauge how the 

markets are likely to react.  At this stage of a long running bull market, this may not be as 

straightforward as one might think. 

 

A pickup in U.S. growth is likely to accelerate moves by the Federal Reserve to normalize 

interest rates, leading to a stronger U.S. dollar, and an increase in expected inflation.  For 

equity prices to move higher, earnings growth must outstrip the increase in interest rates or 

the price earnings ratio of the market will need to expand. At current levels, this would not 

be unprecedented, but it is far from a sure bet.   Bonds would be faced with the specter of 

rising rates.  Fixed income returns may still be positive, but are likely to be below average. 

Savers will benefit from higher cash returns. 

 

On the other hand, if the anticipated growth does not appear and confidence wanes, we 

could be faced with below trend economic results, a market that is fully valued, and a high 

and growing debt burden. This environment could slow the Federal Reserve’s progress on 

normalizing rates and be slightly more favorable to fixed income securities.  Equity markets 

could struggle. 
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THE CURRENT VIEW (continued) 

 

 

 

Against this backdrop, we remain mildly optimistic on stocks as the noted change in 

consumer confidence helps to push the equity markets further from these levels. Market 

participants are likely to grant the new administration a grace period before fully evaluating 

results.  Likely beneficiaries include corporations with foreign held cash, high tax entities, and 

financial firms.  Small-cap stocks with U.S. centric operations also should perform well on a 

relative basis.  

 

The bond picture is somewhat murkier as investors adjust to a changing environment. The 

Federal Reserve has indicated that three rate increases are likely in 2017, with a total of nine 

forecast before 2019. We have been down this road before however, and would not be 

surprised if events dictate changes to these plans.  An aging demographic, the large number 

of regulated entities that must hold fixed income securities, and the impact of foreign players 

on the market make it difficult to gauge the timing and extent of changes to the yield curve. 

 

Wrapping it all together, we see the ingredients for heightened volatility in both the stock 

and equity markets, with policy risk both at home and abroad at elevated levels.  With both 

monetary and fiscal policy at inflection points, 2017 promises to be an interesting year for 

market participants. 
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Boys, Arnold Spotlight on – Ann Miller 

 

 
Ann Miller joined Boys, Arnold & Company in December 2013 as an Account Administrator in 
the Hilton Head office. Prior to joining the firm, she was a commercial lines account manager 
for 7 years with an international insurance agency. Ann grew up in the South Carolina 
Lowcountry and returned to work after spending time raising her two children. Ann now 
enjoys her role as grandmother to her equally adorable granddaughters, Avery Mae and 
Annabelle Grace. 

Ann is a quiet warrior for Boys, Arnold who diligently works to provide our clients with the 
excellent service they have come to expect.  She and our other team members on the Island, 
worked tirelessly to get the Hilton Head Office moved twice, with scarcely a hiccup in client 
service, in the wake of the office’s severe damage during Hurricane Matthew. 

Thank you for your trust in us. We value our 
relationship with you. If you have friends, 
family or colleagues that could benefit from 
our range of Wealth Management services, 
we would be honored by your referral. 


