
Friends,  
 
The past few months has seen some spectacular increases in the stock market.  Since the presidential 
election, the S&P 500 has risen about 9% on greater optimism of higher military and infrastructure 
spending, lower taxes, and reduced regulation.  This has pushed valuations on the US stock market to 
about 17.5X forward consensus earnings expectations (according to JPMorgan).  While I’m not expecting 
a recession, I feel the US stock market has built some lofty expectations into recent prices.  It’s been a 
while since we’ve seen a significant pullback, and as investors we should be prepared for volatility if the 
presidential initiatives don’t lead to real economic results.  
 
HOUSING 
2017 kicked off with the strongest pace of home sales since before the 2007, prior to the Big Recession, 
and was a stronger pace than forecast by any economist surveyed by Bloomberg.  Average prices 
continue to rise, and inventories of unsold homes remain tight.  While higher future mortgage rates are 
a concern, even slightly higher future rates will be low from a historical perspective.  Continued 
economic growth, falling unemployment and rising personal incomes should all be supportive of the 
housing market in the foreseeable future.  See the attached note from First Trust for more details on the 
recent housing report.  
 
MUNIS  
A large selloff after the presidential election last year (likely in anticipation of interest rate hikes), left 
muni yields significantly higher than recent averages by the end of 2016.  So far this year however, 
munis have recovered well, appreciating almost 1% through last week, on strong investor demand and 
lower-than-average new supply.  Uncertainty about the new administration’s plans for tax reform and 
infrastructure spending (much of which is likely to be financed by muni bonds) has likely slowed 
supply.  However, even with the recent appreciation, AAA-rated GO munis are yielding 2.34% compared 
to the 1.79% average over the last 12 months.  When you figure in the tax-deductibility of the interest 
and historically low defaults, it seems munis still offer an attractive risk-return profile.  See the attached 
note from Wells Fargo Advisors research for details. 
 
BOOMERS AND RETIREMENT SAVINGS 
Recently the Wall Street Journal published a great article highlighting how one baby boomer retiree has 
addressed her own retirement savings shortfall.  This is such a great article and I hope everyone reads it, 
as it touches on so many relevant personal financial themes: 

 Insufficient savings 

 Living beyond one’s means 

 Accumulation of excess/unnecessary debt 
 
According to the article, this is also the first time in US history in which older Americans have more debt 
than younger Americans, and the elimination of that debt is uncertain.  Further, more seniors are/were 
planning on working later in life, presumably in order to pay off the extra debt.  However, about 60% of 
recent retirees say they left the workforce earlier than they expected.  Now the question is will the debt 
be paid off during their lifetime, or will they take it to the grave, passing it on to the next 
generation.  The article is a great cautionary tale, but also one with a message of hope and optimism.  
 
See the full article here: https://www.wsj.com/articles/with-15-left-in-the-bank-a-baby-boomer-makes-
peace-with-less-1487259894 
 

https://www.wsj.com/articles/with-15-left-in-the-bank-a-baby-boomer-makes-peace-with-less-1487259894
https://www.wsj.com/articles/with-15-left-in-the-bank-a-baby-boomer-makes-peace-with-less-1487259894


I hope you all have a great week! 
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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. 
 
Stocks offer long-term growth potential, but may fluctuate more and provide less current income than 
other investments. An investment in the stock market should be made with an understanding of the 
risks associated with common stocks, including market fluctuations. 

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 Advisors is a trade name used by Wells Fargo Clearing Services, LLC. 
 
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.  
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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. 
• 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 services. 
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