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Legend has it that nineteenth-century Scottish poet Robert Burns once overturned a mouse’s nest 

while plowing a field.  As an apology he wrote a poem titled “To a Mouse, on Turning Her Up in Her 

Nest with a Plough.”  From this poem came some well-known words:  “The best laid schemes of 

mice and men go often askew, and leave us nothing but grief and pain, for promised joy!”  

Everyone knows about the best-laid plans of mice and men that “go often askew.”  And, we may 

wonder why?  The pessimist would say, why plan much, since things turn out differently.  The 

optimist advocates, plan for tomorrow to provide the best chance for achieving your goals.  We 

know from experience, that the lack of plans will result in little opportunity for progress and success.  

Sure, plans may go askew, but it is still appropriate to plan and make mid-course adjustments 

toward reaching long-term goals.  Without plans, it may feel like wandering around in the desert. 

When we wrote the last Monthly Commentary, “Right Prescription, For Your Good!” we were 

encouraged by January’s financial market performance.  It’s always nice to start a new year with 

attractive returns.  At this point, most are aware that February generated a second consecutive 

month of positive returns making for a very strong start to 2017.  As we enter the month of March, 

we are days away from the current Bull Market celebrating its 8
th
 anniversary, the second-longest US 

bull advance on record behind the one in the 1990s (10 years).  During February, the S&P500 made 

10 new highs (14 if tallying the first 2 months together), and the Dow Jones Industrial Average 

passed through two 1000 point levels - crossing 21,000 on March 1st after just 24 trading sessions  

(that’s a +5% increase; and ties the speed for crossing 1000 points when the Dow moved from 

10,000 to 11,000, or +10% in 1999).  Betting against stocks is generally not a good idea.  The 

S&P500 advanced almost +4% during February, and +5.9% for the YTD.  Even foreign is 

contributing thus far in 2017.  Client portfolios also advanced and established new high valuations. 

 

With the S&P500 finishing up for the month, 2017 marks the 27
th
 time since 1950 that a year 

started with positive returns in both January and February.  Looking at the 26 historic observations, 

forward returns for the remainder of the year (2/28 to 12/31) are often skewed to the upside (+12% 

average, +11% median), and are overwhelmingly positive in 24 of 26 examples.  That does not 

mean there were no pullbacks in those positive years – on average, the S&P experienced a 

drawdown of nearly 10% at some point.  But, history reveals that markets rise much more often, 

and by a lot, than they fall. 

Since November the S&P500 is up more than +10%…. are we due for a correction?  This is always a 

tough question to answer.  We cannot rule out a pause or consolidation in the near-term.  We 

wrote in February, that often new Presidents experience a bad month as they find their “sea legs”.  

While it did not happen in February, we still expect President Trump will “bump a few heads” with 

Congress that will cause the markets to stumble – the friction will cast doubt on achieving his pro-

growth, pro-business policy agenda (tax reform, less regulations, new infrastructure spending, and 

etc.).  Yet, a 5% pullback from current levels would bring the index back to where it was a few 

weeks ago; probably providing a buying opportunity for new cash. 

After 8 years, is the current bull market on borrowed time?  March 9, 2009 sure feels like a long 

time ago.  Yet, looking at a chart of the market’s path, there were some meaningful shakeouts 

along the way.  For instance, the S&P experienced a -21% pullback in 2011, but few declared it a 

bear market.  More recent, most global markets saw large drawdowns from mid-2014 through  
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Style February YTD

S&P 500 +4.0% +5.9%

Large-Cap Stocks +3.6% +5.5%

Avg US Stock Fund +2.7% +4.6%

Mid-Cap Stocks +2.4% +4.4%

Small-Cap Stocks +1.5% +1.9%

Foreign Stocks +1.2% +4.8%

Barclays Bond Idx +0.7% +0.9%

Client Objectives

(Stocks/Bonds) February YTD

20/80 +0.9% +1.7%

35/65 +1.3% +2.2%

50/50 +1.4% +2.7%

65/35 +1.8% +3.4%

80/20 +1.9% +3.9%

95/5 +2.2% +4.4%



mid-2016.  While the S&P dropped -15% 

in the first 6 weeks of 2016 (worst start to 

a new year ever), over 60% of US stocks 

dropped by -20% or more.  During the 

past two years, domestic stocks traveled a 

narrow up/down/up range that generated 

low, soft investment returns.  Sometimes 

stock market corrections occur via 

sideways go-nowhere action over a 

prolonged period of time, rather than an 

abrupt price decline.  One could make a 

reasonable case that the bar was reset 

over the past 2 years, and the current rally 

(and continuation of the current bull 

market) could run longer if economic 

fundamentals provide support.  When one 

looks globally, in many cases the bar was 

reset - 18 global stock market indexes 

dropped in excess of -20% (7 being down 

in excess of -30%) during the mid-2014 to mid-2016 time interval.  Time will tell if this was a reset. 

Irrespective of the bull’s official age, economic fundamentals are the most critical ingredient looking forward.  Bull markets do not 

die due to old age alone; often it is excessive high valuations coupled with deteriorating economic and/or corporate fundamentals.  If 

the domestic and global stock markets were reset, and now domestic and global economic growth is improving, then the current 

bull market has more time to run.  The preponderance of economic data around the world is surprising on the stronger side by a 

good margin.  Important too, the Federal Reserve will probably raise interest rates again in March (following the last increase in 

December 2016, and first in December 2015).  This small expected rate hike may signal the beginning of a new phase in Fed policy 

characterized by a more concerted, more continuous but still gradual drive back to a more normal neutral rate, targeted near the rate 

of inflation.  The Fed generally tries to target short-term interest rates close to that of inflation.  This may mean a target short rate of 

2% - but the pace still suggests the Fed will only get there over a couple of years.  In essence, this March move only takes the Fed’s 

“foot off the monetary accelerator; not applying the brakes” or moving to outright restraint.  Important; this new phase indicates 

increased confidence by the Fed both in the forward momentum of the US economy and in the assessment that it is close to realizing 

its dual mandate objectives of low inflation and full employment.  Global downside risks are falling even as domestic upside risks - 

relating to improving economic growth; animal spirits relating to Trump tax/regulation reforms and fiscal spending - are rising.  The 

world is a different place from where it was a year ago when the global markets were correcting and the US market was moving 

sideways.  A March rate hike creates room for 3 total rate hikes this year (gradualism of hikes in March, June, and September), 

followed by late year “discussion” around the initiation of balance sheet roll-off of Fed asset purchases via QE1,2 and 3 following the 

great recession of 2008.  While the Fed enters a new phase in policy, the ECB is not ready to do so, yet.  The European economy also 

shows improving growth prospects, but upcoming elections in France, Germany, and other Brexit-like “neverendums” lend to the 

backdrop of the ECB continuing very accommodative monetary policy during 2017.  Overall, the US, Europe, Japan, and others 

report improving economic conditions that provide support for market values. 

Seldom does an investor ever find the market environment looking ideal - 2016 was a perfect example.  There are always concerns, 

worries, and prospective trouble spots.  Yet, without a plan, without “plowing the field in preparation to plant,” the harvest never 

arrives.  The “best laid plans of mice and men” require one to take action.  To achieve personal long-term financial goals, we must 

plan; we must review plans and make mid-course adjustments. And, we must believe the optimist is correct – keep on keeping on. 

“Life is a story in volumes three- 

The past, the present, and the yet-to-be. 

The past is written and laid away, 

The present we’re writing every day, 

And the last and best of the volumes three, 

Is locked from sight in eternity.”  Author:  Unknown 
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