
 

Remarkably Calm 1
st
 Half to 2017 

Markets Un-fazed by Washington Antics 

Despite the fact that stock market volatility and regular corrections are to be expected, the markets 
have been remarkably calm. So far this year the market is up almost 10% and the steepest correction 
we’ve experienced is only 3%. In fact, the last correction of any consequence was January-February 
2016 when the markets fell by about 13%. Since then, it’s been a pretty smooth ride with the Dow 
Jones up 36%. 
 
This despite the fact that the political scene in Washington has been increasingly chaotic. The new 
Trump administration came into town with much fanfare and expectation for change, and yet – not 
much has, in fact, changed as it relates to actual policy. The latest example of gridlock is the inability 
to pass any legislation reforming health care.  
 
Fortunately, notwithstanding the chaos in DC, the rest of the country seems stable and moving  
forward.  
 
Here’s the data on market performance so far this year. 
 

 
 

 
2017 YTD Market Returns (thru 7/1/17) 

Index % 

Dow Jones (DJIA) 9.3% 

S&P 500 9.3% 

Small company (Russell 2000) 5.0% 

International (MSCI EAFE) 14.2% 

Bonds (Barclay Aggregate) 2.3% 

Source: Bloomberg Financial, 6/30/17   
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What to expect for the remainder of the year? 

My sense is that we’d be wise to be prepared for a correction. Just when investors have all but forgotten 

the last correction is when it might very well occur. Therefore, a quick primer on corrections is probably 

in order. 
 

1. Corrections are normal. A correction of at least 5% has happened on average every 7.1 months since 1932. 

What is not normal is what we are currently experiencing, given that it has been almost 16 months since the last  

correction. We are due. 

 

2. They cannot be predicted. Often, some unforeseen event will trigger the correction. But there’s no reason to  

try to predict what that event will be because they’re, well, unforeseen. Know that they will happen, but don’t try 

to time them. 

 

3.  When a correction happens within the context of a growing economy they are usually sharp and short. Since the 

current expansion began in 2009 we have had 10 corrections of greater than 5%. The average correction saw the 

market drop by -10.7%, and the recovery period averaged 66 days. Sharp and short. 

 

4. As an investor, it is normal to feel uncomfortable and needing reassurance during corrections. It is not normal, 

and not good for you, to lose sleep, argue with your spouse or to kick your dog. If corrections make you that  

uncomfortable, once the market recovers, you should probably make changes to your portfolio. 

 

5. Corrections are measured in percentage terms, normally somewhere between 5% and 15%. However, given the 

current level of stocks, in absolute terms the next correction will no doubt seem very dramatic. For example, the 

Dow is over 21,000. A 5% correction would equal roughly 1,000 Dow points. A 15% correction is over 3,000 

Dow points. Remember this. Perfectly normal in percentage terms, but potentially dramatic nonetheless. 

 

 

Economic Update 

As I mentioned earlier, despite the chaos in  

Washington, the rest of the country, and its  

economy, seems stable and growing.  

 

One of the primary tools I use to gauge the future 

direction of the US economy is the Leading  

Economic Indicators (LEI), which is produced by 

the Conference Board. This indicator is comprised 

of 10 different economic inputs.  

 

The LEI has, in my experience, been extremely  

accurate in forecasting potential recessions on the  

horizon. When the upward trend in the indicator is  

broken and declines for several consecutive months, it is time to pay extra attention to your  investment 

strategy. As you can see, it continues to trend higher, which indicates a strong potential for further  

economic growth through the remainder of 2017. 
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Source: The Conference Board, www.conference-board.org 



 

Consumer Confidence 
 

Below, you will find the Consumer Confidence Index, also produced by the Conference Board. This index is 

based on random surveys of consumers around how they feel about current conditions. 

 

Currently, consumers appear to be quite confident about the economy and their jobs. In fact, confidence is 

higher than pre-recession, although not quite as high as the late 1990s. 
 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

Perhaps unsurprisingly, given the rebound in consumer confidence, is the steady growth of retail sales. Since 

consumers account for  almost 70% of the US economy, it is vital to see this area continue to grow.  

 

On the following page, you will find additional charts that show “Real Retail and Food Services Sales” and 

“Household Debt as % of Disposable Income.” The retail sales chart shows clearly that retail sales have 

completely rebounded from the last recession and are at all-time highs.  

 

Although consumers may have changed some of their spending habits (on-line purchases vs. in-store  

purchases), nonetheless overall spending is healthy! 

 

It is also comforting to note that although consumer spending is at an all-time high, their debt is quite low as a 

percent of their disposable income.  

 

Household debt is about 10% of disposable income. This is lower than at any time in the past 40 years.  

 

Partly, this is due to a much more frugal consumer in the post-recession era. But also, I believe, due to very 

low interest rates which are making mortgage and other payments more manageable than in previous decades. 
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Bottom Line?  
 

The US economy continues to move forward. Perhaps not as fast as some 

would like, but growing nonetheless. Additionally, the rest of the world’s 

economies also seem to be improving as well. In my opinion, this bodes 

well for continued gains in the stock market. Is a correction possible? Yes, 

absolutely. But, we won’t know about it in advance and as long as the 

economy is on firm ground, it will likely be short-lived. 

 

However, even with this relatively optimistic outlook, we need to be  

watchful for any signs of economic slowdown. This bull-market is starting 

to feel “long-in-the-tooth.” 
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Disclaimer: The material shown is for informational purposes only. Past performance is not indicative of future performance, and all investments are subject to 
the risk of loss. Forward-looking statements are subject to numerous assumptions, risks, and uncertainties, and actual results may differ materially from those 

anticipated in forward-looking statements. As a practical matter, no entity is able to accurately and consistently predict future market activities. While efforts 

are made to ensure information contained herein is accurate, Lokken Investment Group, LLC cannot guarantee the accuracy of all such information presented.  
Material contained in this publication should not be construed as accounting, legal, or tax advice. This message is intended to be educational in nature, and 

does not represent tax or legal advice. Lokken Investment Group, LLC is neither an accounting firm nor a law firm, and we encourage the reader to consult a 

tax or legal expert for specific tax or legal advice. The information provided is derived from sources deemed to be reliable, but we are unable to guarantee its 
reliability. For more information about Lokken Investment Group, LLC and services provided, please contact us at jlokken@lokkeninvest.com, or  

302-645-6650. 

Source: Federal Reserve Bank of St. Louis, FRED.stlouisfed.org Source: Federal Reserve Bank of St. Louis, FRED.stlouisfed.org 



 

On Tuesday, June 6, 2017 we held our 8th Annual Summer Kick-Off Picnic at Cape  

Henlopen State Park.  It was so nice to have so many of our clients attend. Thank you for 

joining us. We hope you had as much fun as we did!  We’ve included a few pictures for you 

to enjoy of the Lokken team, some of our raffle prize winners and games we played!!   

8TH ANNUAL SUMMER KICK-OFF PICNIC! 
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