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Here are our thoughts
on the election, interest
rates, the financial

markets in 2016 and
answers to a couple of

great guestions.
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Election 2016 and the Fed!

It seems like every time I have a
discussion with someone these
days the first question they ask is
concerning the impact of the
presidential election on the
economy and the markets. Eve-
ryone seems to be worried that
if the candidate they support is
not elected, the world will come
to an end. I don’t have a crystal
ball but I do know we have sur-
vived some pretty interesting
times with leaders in the past.
Some presidents I think were
incredibly successful and others
not so much. We have certainly
made mistakes in our election of
leaders in the past and obviously
were not always happy with the
decisions these elected leaders
have made, but the bottom line
is that we have managed to work
our way through it and the world
has survived.

The polls have gone back and
forth with who is leading in dif-
ferent states, but the reality is,
we really won’t know who our
next president will be until after
the election. I won’t go through
the details but here is a basic
comparison of the different pol-
icies being discussed by Secre-
tary Clinton and Donald Trump.

Moody’s economist Mark Zandi
provided some interesting analysis
on the tax and economic plans.
The primary differences were re-
lated to taxation of the higher in-
come folks, with Clinton’s plan
increasing taxes on the top 2% to
5% and increasing the top 1% to
pay significantly more in taxes
than they currently do. The tax
system would become more pro-
gressive under this plan and raise
additional revenue estimated at

$1.46 trillion over the next dec-
ade. Trump’s proposed plan
would reduce the number of in-
come tax brackets from seven to
three, with the top marginal rate
coming down from 39.6% to
25%. He has also proposed elimi-
nating federal estate and gift taxes,
the alternative minimum tax and
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The bottom line is

there are positives and
negatives to both
candidates. We each
have to review what we
believe and what we
think are the most
critical factors. For
some it is human
rights while for others
it is taxes, but please
tafke the time to really
understand the
differences between the
candidates and then
regardless of who you
support -please

vote.

the surtax of 3.8% on
investment income of
high-income house-
holds. Some economists
have estimated that this
plan would actually in-
crease the national debt
by a significant amount.

On the corporate tax
side, Clinton would in-
crease the threshold for
foreign ownership to 50% from
20% to limit corporate inversions
which means they would be sub-
ject to US taxes if foreign owner-
ship was less than half. She also
wants to tax high-frequency trad-
ing and impose a “risk fee” on
very large financial institutions.

Trump proposed reducing the cor-
porate tax rate to a maximum of
15% from the current 35% while
repealing most tax breaks for busi-
ness.

The most significant differences
between the two is in immigration
reform.

The reality is that presidents can’t
actually pass legislation, so we
wouldn’t expect changes to tax
laws or any other major area with-
out significant discussion. Being
realistic we would see a lot of
tighting and active discussion re-
gardless of whether we have a
President Clinton or a President
Trump.

But it isn’t just a presidential elec-
tion. The other critical elections
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are in the Senate and the House.
There are major battles being
waged by the Democrats to take
back the Senate which could hap-
pen. If the Democrats control the
Senate and the Republicans control
the House, we could continue to
see another couple of years of the
status quo.

The financial markets are currently
pricing in a Secretary Clinton vic-
tory. The expectation of a Clin-
ton win leads them to believe that
we won’t see major change. Wheth
er that is true or not remains to be
seen. As the presidential race has
tightened we have definitely seen
an increase in volatility in the mar-
kets due to the increasing uncer-
tainty.

Although things seem a bit crazier
than usual with this election, it is
important to remember that elec-
tion years have historically been
positive for stock markets and that
stocks have performed well under
both Democratic and Republican
presidents. It is also important to
remember that our government
does in fact have a system of
checks and balances for an elected
president and that a long-term fo-
cus remains prudent despite the
outcome of the election. We will
continue to see volatility as we get
closer to November and polls con-
tinue to fuel fear and sometimes
excitement.

The bottom line is there are posi-
tives and negatives to both candi-
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The consequences of
the Brexit vote and the
overall impact on
Britain remain
uncertain and will
continue to play out
over time. In the
meantine, the
upcoming election and
uncertainty
surrounding monetary
policy decisions by the
Fed have taken center-
stage and have been
the primary driver of
the recent swings in the
market.

dates. We each have to
review what we believe
and what we think are
the most critical factors.
For some it is human
rights while for others it
is taxes, but please take
the time to really under-
stand the differences be-
tween the candidates
and then regardless of
who you support -please vote.

When you review the positions for
candidates, make sure you look at
all the issues, including the econo-
my, the environment, taxes, human
rights, and certainly our relation-
ship with countries around the
world. We do not live in isolation,
and how we get along with others
around the world is even more im-
portant today. It is also worth-
while to fact check much of what
you read and hear from the media
these days.

And the Markets Go Up
and Down

In our last View from the Top, we
discussed Brexit (the vote for Brit-
ain to exit the European Union) as
being a key factor driving volatility
in the equity markets. We did see
markets turn down in the few
trading days following the Brexit
vote on June 23, with the S&P 500
shedding roughly 5%. However,
the majority of those losses were
recovered in relatively short order,

and the S&P 500 posted positive
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returns in June, July, and August.
The consequences of the Brexit
vote and the overall impact on
Britain remain uncertain and will
continue to play out over time. In
the meantime, the upcoming elec-
tion and uncertainty surrounding
monetary policy decisions by the
Fed have taken center-stage and
have been the primary driver of
the recent swings in the market.

There are always uncertainties that
cause volatility in equity markets,
and markets often climb a wall of
worry as was the case over the last
three months. US Large Cap
stocks, as measured by the S&P
500, were up 0.26% in June, 3.69%
in July, and 0.14% in August. US
Small Cap stocks, as measured by
the Russell 2000, were down slight-
ly by -0.05% in June followed by
strong returns of 5.97% and 1.76%
in July and August, respectively.
The S&P 500 index was up 7.82%
year-to-date through the end of
August, with the Russell 2000 up
10.23% over the same period.
Stocks overseas had mixed returns
over the last few months, with the
MSCI EAFE index (developed in-
ternational stocks) down -3.36% in
June, followed by positive returns
of 5.07% and 0.07% in July and
August, respectively. The MSCI
EM Index (emerging market
stocks) was up 4.00% in June, fol-
lowed by returns of 5.03% and
2.49% in July and August, respec-
tively. Year-to-date through the end
of August, the MSCI EAFE index
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In addition to

economic data, the
market continues 1o
focus on corporate
earnings results.
Overall earnings for
the 2 quarter were
negative but were an
improvement over the
15 guarter.
Furthermore, the
majority of companies
have reaffirmed
earnings guidance for
the remainder of the
year.

is up by 0.49%, while
the MSCI EM index was
up 14.55% over the
same period. The dif-
ferences in returns be-
tween US and interna-
tional markets, as well as
the recent volatility,
continue to highlight the
importance of global
diversification.

Fixed income asset classes contin-
ue to post solid returns as well,
with the Barclays Aggregate Bond
Index up 5.86% and the Barclays
Municipal Bond Index up 4.54%
year-to-date through August. Di-
versification within our fixed in-
come portfolio has continued to
prove beneficial, with our emerg-
ing markets fixed income fund up
17.27% year-to-date through the
end of August.

The US economy continues on the
path of slow growth, with GDP
growth coming in at 1.1% for the
2nd quarter, following 0.8% growth
in the 15t quarter. The jobs market
continues to be a positive for the
economy, with jobless claims re-
maining at historically low levels,
better-than-expected figures for
payroll increases in the most re-
cent employment report, and the
unemployment rate currently at
4.9%. The housing market has
reported mixed data as of late but
continues to be a net positive for
the economy. The consumer has
also been showing signs of
strength recently, with both per-
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sonal income and consumer spend-
ing continuing to post gains. Con-
sumer spending is one of the larg-
est contributors to economic
growth, so the recent data is an en-
couraging sign for 3¢ quarter GDP.
These positives are somewhat off-
set by continued weakness in busi-
ness investment, relatively soft fac-
tory sector readings overall, as well
as weakness in foreign demand due
in part to a strong US dollar.

In addition to economic data, the
market continues to focus on cot-
porate earnings results. Overall
earnings for the 20d quarter were
negative but were an improvement
over the 1st quarter. Furthermore,
the majority of companies have
reaffirmed earnings guidance for
the remainder of the year. As with
most things, the market likes to see
consistency and does not favor
earnings coming in below estimates
or significant changes in future
guidance for earnings. As such, the
relative stability in earnings guid-
ance has been a positive for mar-
kets, with overall earnings in the 3rd
and 4t quarters expected to show
improvement and move into posi-
tive territory.

Outside of economic data and
earnings, the market has been pay-
ing close attention to recent
speeches by Janet Yellen and com-
ments from Fed meetings to try
and glean a better idea surrounding
the timing for interest rate hikes.
Recent comments by Janet Yellen
at the Fed’s monetary policy sym-
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Despite encouraging
economic data as of
late, we believe that
the chances of an
interest rate hike in
September are offset by
the easy monetary
policy being employed
by central banks
around the world, as
well as the upcoming
election. The current
estimated odds of an
interest rate hike in
November and
December currently
stand at 24% and
56%, respectivel)y.

posium in Jackson Hole,
Wyoming, suggest that an
interest rate hike may be
on the table sooner rather
than later. Yellen stated
that “the case for an in-
crease in the federal funds
rate has strengthened in
recent months,” and reit-
erated that the Fed’s deci-
sion will continue to be
dependent on economic
data. The odds of an interest rate
hike in the upcoming September
meeting (as measured by CME
Group 30-Day Fed Fund Futures
Prices) currently stand at an esti-
mated 15% probability. Despite
encouraging economic data as of
late, we believe that the chances of
an interest rate hike in September
are offset by the easy monetary
policy being employed by central
banks around the world, as well as
the upcoming election. The cur-
rent estimated odds of an interest
rate hike in November and De-
cember currently stand at 24%
and 56%, respectively. However,
we saw a knee-jerk reaction to Fed
comments this past week that con-
vinced many that the move isn't
that far away. We saw the market
lose about 2% based on that infor-
mation.

The election will remain a key fo-
cus of the markets leading up to
the vote in November. History
shows us that the uncertainty in
the final stretch leading up to the
election typically breeds elevated
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volatility for equity markets. The
upcoming election, along with the
speculation on whether or not the
Fed will raise interest rates in the
near future, has jumpstarted vola-
tility in the equity markets. We saw
a roughly 2.5% move down in the
S&P 500 last Friday, after not see-
ing a 1% move in the market in ei-
ther direction since July 8. That
volatility continued as the market
snapped back sharply on Monday,
gaining roughly 1.5%, before trad-
ing down again on Tuesday. We
expect the uncertainty regarding
the election and interest rates to
continue to drive volatility in the
short term.

Here are a couple of great ques-
tions from some of our clients.

Let us know if you have one you
would like included.

Question: [ recently received a compa-
ny class action notice for a stock I used to
own. Does Lassus Wherley assist me in
processing class action notices?

Answer: Yes, we have assisted cli-
ents in processing class action no-
tices in the past. However, we have
recently identified a service that
can handle this for us and our cli-
ents in a much more efficient and
effective manner.

To better serve our clients we are
working with Broadridge, a third-
party provider, to process class ac-
tions. Broadridge adds a few key
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The annual review is a
good time to really
exanine your overall
financial situation.
While there is
communication all
year long, these face-to-
face (or teleconference)
meetings are devoted o
discussing where you
are and what may
have changed in the
recent past or what yon
expect to change in the
near term.

benefits for our clients.
One such benefit is fil-
ing class actions on the
client’s behalf, both class
action notices received
by you as well as those
of which you may not
be aware. Broadridge’s
advances in technology
allow them to identify
recovery opportunities
for securities and then
analyze and match investment po-
sitions relevant to clients. This
means, even if you do not receive
a class action notice, Broadridge
will know of any class action no-
tices new or pending.

There is a contingency fee as-
sessed by Broadridge for any re-
covery made. The fee is 20% of
any class action settlement. They
will deduct the contingency fee of
20% from any recovery, and the
remaining 80% would be deposit-
ed to the account that held the
shares or fund pertaining to the
class action. Lassus Whertley does
not receive any portion of the
20% contingency fee charged.
There is no charge to participate
in the service unless you receive a
setttlement.

Clients do not have to participate
in this service. You may opt out
when the service is rolled out to
all clients by signing and returning
a “negative consent” form. Basi-
cally, if we do not receive this
form, you agree to use Broadridge
to process these claims.
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Question: What shounld I do to get
ready for an annual review with my adyi-
sor?

Answer: The annual review is a
good time to really examine your
overall situation. While there is
communication all year long, these
face-to-face (or teleconference)
meetings are devoted to discussing
where you are and what may have
changed in the recent past or what
you anticipate may change in the
near term. It is an opportunity for
a more in-depth discussion. The
annual review provides an oppor-
tunity to get an update on your sit-
uation, revisit goals and discuss
your progress toward meeting
those goals.

To have a productive and success-
ful meeting, be sure to bring im-
portant documents that your finan-
cial advisor may not have access to,
such as the following:

« Your most recent tax returns (if
we don’t process your tax re-
turns)

« Recent paystubs showing de-
ductions if you are still working

o Current Social Security benefit
statements

« Updated copies of estate docu-
ments including Power of At-
torney, Health Care Proxy and
anything else that may have
been updated

o Other statements you have re-
cently received such as pension
benefit calculations
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You should also make a list of
questions or items you want to
discuss. Don’t be reluctant to

ask questions!

Here are some things to consid-

€r:

Have you experienced chang-
es in your financial status or
do you expect changes soon?

Have you experienced chang-
es in your basic expenses?

Is there something you have

read or heard about that you
would like to discuss or learn
more about?

Compliance Disclosure

« Have you recently re-
viewed who you have des-
ignated to make your
health care and financial
decisions if you are unable
to make them?

« Have you had recent
health issues?

Taking the time for a com-
plete review of your situation
at the end of the year (or any
time) will increase your ability
to achieve your goals.

Keep in touch and remember
that you are a long-term in-
vestor regardless of what hap-
pens in the financial markets
in the short term.

Enjoy the fall and this great
sunshine!

Diabhann
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Tnvestment Committee:

Diabann W. Lassus, CEP®, CPA/
PES, Chair

Jodi A. Cirignano, CFP®, CPA

Senior Financial Planner

Lisa McKnight, CEP®, Senior
Financial Planner

J. Charles Pawlik, CEP®, CFA
Investment Officer

Deborah ]. Rivosa, CFP®, CFA,
Chief Compliance Offucer,

Director, Business Development

Betty S. Thomas, Financial Planner

If you are a Lassus Wherley (LWA) client, please remember to contact us if there are any changes in your personal/financial situa-
tion or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services.
Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by LWA, or any non-investment-
related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated
historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors,

including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or posi-
tions. Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or
as a substitute for, personalized investment advice from LWA. To the extent that a reader has any questions regarding the applica-
bility of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the professional
advisor of his/her choosing. LWA is not a law firm and no portion of the newsletter content should be construed as legal advice. A
copy of LWA’s current written disclosure statement discussing our advisory services and fees is available upon request.
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