
Friends,  
 
2016 4Q GDP 
Last week the first estimate of 2016 4Q GDP was released; 1.9% vs expectations of 2.2%.  However, the 
details are far from disappointing.  Core GDP (consumer spending, home building and business 
investment) grew at a more-rapid 2.8%.  This growth is probably strong enough to support three more 
rate hikes from the FED this year, as well as potential for GDP to accelerate if the President is able to 
follow through on pledges for reduced taxes, reduced government spending, reduced regulation, and 
improved infrastructure.  See the attached from First Trust for more detail. 
 
HIGH YIELD BONDS 
This time last year I wrote about the attractive opportunity in high yield bonds, when concerns about 
economic growth and possibilities of rising defaults in the energy sector sent high yield spread 
soaring.  January last year saw spreads close to 9%, compared to historical averages closer to 4-
5%.  What a difference a year makes!  The much-feared spike in defaults never happened, and spreads 
have fallen back to the lower end of historical averages.  In my opinion, this doesn’t necessarily make HY 
expensive, but is certainly doesn’t offer the same value now as a year ago.  And considering we’re now 
in a rising rate environment, and the economy continues to improve, I personally still feel high yield 
offers an attractive risk vs. reward trade off in the bond world.  See the Janus Capital “Opportunities 
Ahead” attachment for detail. 
 
ENERGY INDEPENDENCE 
For the energy and electric car followers out there, I’ve attached Wells Fargo Investment Institute’s 
recent report, “US Energy Independence: Fact or Fiction-Part III.”  The report addresses the issue of 
finding a replacement for gasoline, which is still so cheap and prevalent that electricity as a serious 
contender is still years away.  However, the progress towards that end is definitely 
impressive.  Consider: 

 The number of charging stations in the US has grown from close to 0 to over 40,000 in just 6 
years 

 After trending down for a number of years, the growth of miles driven by electric cars has 
increased rapidly with the release of several new models offering much-advanced battery 
technology 

 Battery technology has finally advanced to the point where it meets the range needs of most 
Americans, most of the time: the three top selling models offer all-electric range between 107-
315 miles/charge 

It’s also interesting to note that a big winner in the march towards electrification might be natural gas; 
in the US we’ve just hit an interesting inflection point where we’re beginning to produce as much 
electricity from natural gas as we are from coal.  If this trend continues, natural gas will become the 
dominant form of electricity generation in the very near future.  See the full report attached for details. 
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Past performance does not guarantee future results and there is no guarantee that any forward looking 
statements made in this communication will be attained.  Wells Fargo Advisors Financial Network did 
not assist in the preparation of this report, and its accuracy and completeness are not guaranteed. The 
opinions expressed in this report are those of the author(s) and are not necessarily those of Wells Fargo 
Advisors Financial Network or its affiliates. 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. Investors cannot directly purchase any index.  Additional information 
is available upon request. 
 
Investments in fixed-income securities are subject to market, interest rate, credit and other risks.  Bond 
prices fluctuate inversely to changes in interest rates.  Therefore, a general rise in interest rates can 
result in the decline in the bond’s price.  Credit risk is the risk that an issuer will default on payments of 
interest and/or principal.  This risk is heightened in lower rated bond.  If sold prior to maturity, fixed 
income securities are subject to market risk.  All fixed income investments may be worth less than their 
original cost upon redemption or maturity. 
 
Wells Fargo Investment Institute, Inc. (“WFII”) is a registered investment adviser and wholly-owned 
subsidiary of Wells Fargo & Company and provides investment advice to Wells Fargo Advisors and other 
Wells Fargo affiliates.  Wells Fargo Advisors is the trade name used by two separate registered broker-
dealers: Wells Fargo Clearing Services and Wells Fargo Advisors Financial Network, LLC, Members SIPC, 
non-bank affiliates of Wells Fargo & Company. 
 
Investment and Insurance products:  

NOT FDIC-Insured NO Bank Guarantee MAY Lose Value 

Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC 
(WFAFN), Member SIPC, a registered broker-dealer and a separate non-bank affiliate of Wells Fargo & 
Company. WHF Wealth Management is a separate entity from WFAFN.  
 
Pertaining to the First Trust and Janus attachments: Wells Fargo Advisors Financial Network did not 
assist in the preparation of these reports, and accuracy and completeness are not guaranteed. The 
opinions expressed in these reports are those of the author(s) and are not necessarily those of Wells 
Fargo Advisors Financial Network or its affiliates. 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. 
 
 

 
To unsubscribe from marketing emails from: 
• An individual financial advisor at Wells Fargo Advisors Financial Networks: Reply to one of 
his/her emails and type “Unsubscribe” in the subject line. 
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http://www.whfwealthmanagement.com/


• Wells Fargo and its affiliates: Unsubscribe at https://www.wellsfargoadvisors.com/wellsfargo-
unsubscribe 
 
Neither of these actions will affect delivery of important service messages regarding your accounts that 
we may need to send you or preferences you may have previously set for other email services.  
 
For additional information regarding our electronic communication policies, visit 
http://wellsfargoadvisors.com/disclosures/email-disclosure.html. 
 
Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC 
(WFAFN), member FINRA/SIPC, a registered broker dealer and nonbank affiliate of Wells Fargo & 
Company. 1 North Jefferson, St. Louis, MO 63103. WFAFN uses the trade name Wells Fargo Advisors. 
Any other referenced entity is a separate entity from WFAFN. 
 

This email may be an advertisement or solicitation for products and 

https://www.wellsfargoadvisors.com/wellsfargo-unsubscribe
https://www.wellsfargoadvisors.com/wellsfargo-unsubscribe
http://wellsfargoadvisors.com/disclosures/email-disclosure.html

