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HAVING FUN?

Greetings!
I hope you’re enjoying the holidays! The following represents
my beliefs.
Larry Eppolito, CFP®, MBA
President, EFS, LLC.
Senior Financial Advisor, RJFS

After nearly two years of relatively flat markets, both domestic
and foreign markets have risen substantially in 2017.

Why Have the Markets Been Broadly Appreciating in the U.S. and Around the Globe?
Although things can change at any time:
1.
2.
3.
4.
5.

We currently have “synchronized global economic growth” – i.e. most of the
economically important economies of the world are growing.
U.S. corporations are poised to pay lower taxes.
The cost of money (interest rates) is at historically low levels.
Corporate profits have been generally rising since the end of the last recession, which
ended in 2009.
Profit growth has accelerated recently.

There’s Something Going On
Also, “there’s something going on” in our economy and around the world that is helping to
keep both inflation and interest rates low. It’s possible that this is due to “structural economic
changes” and may help us to have a very long cycle of economic growth before the next
recession comes around. Of course, no one knows.
I believe you’ll start to hear more about these forces, as the media begins to pick-up on
it. Also, I’ll write more on this soon.
But What About the All the Negative News?
First of all, it’s important to understand that markets are often not greatly affected by:
•
•

The state of politics (however you’d like to define it)
Hurricanes, bird flu and other natural disasters
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•

Geopolitical headlines etc.

Generally, markets move based on the expected future performance of a nation’s public
companies. Over the long run, stocks have grown with (and in anticipation of) corporate profit
growth.
Corporate profits have historically grown with the economy, as measured by gross domestic
product (GDP) – or what a country produces in goods and services (aka “the economy”).
New Highs in the Markets; New Highs in Profits Too
•
•

Like stock market levels, U.S. corporate profits have generally been making record highs.
Also, 2017 is likely going to be the first year in the last seven when profits are
meaningfully positive in all four major market regions of the world (the US, Europe,
Japan and, broadly in the emerging markets sector). (1)

New Highs are Nothing New
Although past performance cannot guarantee future results, generally:
1.
2.
3.

“The economy” has grown ever larger over the years.
This means that corporations have sold an ever-larger amount of goods and services.
This also means that corporations have generally been earning an ever-larger amount of
profits – as the economy has grown to ever-higher levels.

This is why I believe stocks have grown to new highs over the years.
The simple chart below shows GDP growth, or “economic output” growth since WWII.
•
•
•

The line represents GDP.
The shaded periods denote economic recessions.
GDP tends to fall during recessions, although the period shown is so long the GDP line
on the graph does not clearly show this.
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The Take-aways Are:
•
•

The rising slope of GDP growth, over the decades.
Markets have generally followed the growth in GDP.

Question: “This Seems Easy. What’s the Catch?”
Answer: “Recessions Come Around Cyclically”
•
•
•

Someday we’re going to endure an economic contraction (a recession) – and, as I’ve been
known to say, “No one is going to like it.”
Recessions are never any fun. Stocks tend to fall well-off the highs.
Although past performance cannot guarantee future results, all recessions have come to
an end – and we’ve begun a new growth cycle.

“Larry, You’re No Fun!”
•

In my quest to properly set your expectations, I’ve been called a “wet blanket” many
times!

Is a Recession in Sight?
•

As the global economy has been broadly expanding lately, there are few signs of an
impending recession.
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•
•

An economic shock or a geopolitical event could cause a recession to begin at any time.
(This is always true.)
It could be years before the next recession. No one knows.

In summary:
•
•
•
•
•

•

Although past performance cannot guarantee future results, historically, stocks have
broadly outpaced inflation by a wide margin, over many years.
Many investors have a portion of their assets invested in stock-oriented investments in an
attempt to offset the deleterious effects of inflation on the buying power of our money.
Recessions come around cyclically. Stocks can broadly perform very poorly for long
periods of time.
Investors should have that amount in stock – as a percentage of all financial assets
– which we can live with through good and bad cycles.
Although things can change at any time:
o We currently have “synchronized global economic growth.”
o U.S. profits are at record high levels.
o Impending tax cuts may further aid economic growth over the next several years.
As I’ve written before, “New Highs are Nothing New!”

I hope you are all enjoying the holidays.
Best wishes to you and yours for a wonderful 2018!
Larry Eppolito
December 20, 2017
Larry Eppolito
President, Eppolito Financial Strategies
Senior Financial Advisor, RJFS
CERTIFIED FINANCIAL PLANNER™
One Meeting House Road #14
Chelmsford, MA 01824
978-455-7799
larry.eppolito@raymondjames.com
https://www.raymondjames.com/eppolitofinancial/
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Sources:
1.

Riverfront Investment Group 11/20/17

Other sources:
•
•
•

Raymond James Research
Advisor Perspectives
Mauldin Economics

Important Information
Securities offered through Raymond James Financial Services, Inc., member FINRA / SIPC.
Investment advisory services offered through Raymond James Financial Services Advisors, Inc.
Eppolito Financial Strategies is not a registered broker/dealer and is independent of Raymond
James Financial Services.
Raymond James Financial Services does not accept orders and/or instructions regarding your
account by e-mail, voice mail, fax or any alternate method. Transactional details do not
supersede normal trade confirmations or statements. E-mail sent through the Internet is not
secure or confidential. Raymond James Financial Services reserves the right to monitor all email.
Any information provided in this e-mail has been prepared from sources believed to be reliable,
but is not guaranteed by Raymond James Financial Services and is not a complete summary or
statement of all available data necessary for making an investment decision. Any information
provided is for informational purposes only and does not constitute a recommendation.
Raymond James Financial Services and its employees may own options, rights or warrants to
purchase any of the securities mentioned in e-mail. This e-mail is intended only for the person
or entity to which it is addressed and may contain confidential and/or privileged material. Any
review, retransmission, dissemination or other use of, or taking of any action in reliance upon,
this information by persons or entities other than the
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intended recipient is prohibited. If you received this message in error, please contact the sender
immediately and delete the material from your computer
International investing involves additional risks such as currency fluctuations, differing
financial and accounting standards, and possible political and economic instability. Also,
investing in emerging markets can be riskier than investing in well-established foreign markets.
There is no assurance any of the trends mentioned will continue in the future. Investing involves
risk and investors may incur a profit or a loss, including the loss of all principal.
Investments mentioned may not be suitable for all investors. Past performance may not be
indicative of future results. Investing involves risk and investors may incur a profit or a loss.
The opinions expressed here reflect the judgment of Larry Eppolito as of the date of the report
and are subject to change without notice. Statistical information has been obtained from sources
believed to be reliable, but its accuracy and completeness are not guaranteed. The material has
been prepared or is distributed solely for information purposes and is not a solicitation or an
offer to buy any security or instrument or to participate in any trading strategy. Additional
information is available upon request.
The information contained in this report does not purport to be a complete description of the
securities, markets, or developments referred to in this material. There is no assurance any of
the trends mentioned will continue or forecasts will occur. Inclusion of these indexes is for
illustrative purposes only. Keep in mind that individuals cannot invest directly in any index, and
index performance does not include transaction costs or other fees, which will affect actual
investment performance. Individual investor's results will vary.
RJFS does not provide tax advice.
Important disclosures
Securities offered through Raymond James Financial Services, Inc., member FINRA / SIPC.
Investment advisory services offered through Raymond James Financial Services Advisors, Inc.
Eppolito Financial Strategies is not a registered broker/dealer and is independent of Raymond
James Financial Services.
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Raymond James Financial Services does not accept orders and/or instructions regarding your
account by e-mail, voice mail, fax or any alternate method. Transactional details do not
supersede normal trade confirmations or statements. E-mail sent through the Internet is not
secure or confidential. Raymond James Financial Services reserves the right to monitor all email.

Any information provided in this e-mail has been prepared from sources believed to be reliable,
but is not guaranteed by Raymond James Financial Services and is not a complete summary or
statement of all available data necessary for making an investment decision. Any information
provided is for informational purposes only and does not constitute a recommendation.
Raymond James Financial Services and its employees may own options, rights or warrants to
purchase any of the securities mentioned in e-mail. This e-mail is intended only for the person
or entity to which it is addressed and may contain confidential and/or privileged material. Any
review, retransmission, dissemination or other use of, or taking of any action in reliance upon,
this information by persons or entities other than the intended recipient is prohibited. If you
received this message in error, please contact the sender immediately and delete the material
from your computer.
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