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Readers of Viewpoints over the years may have noticed that we try not to use 

this publication to make short term economic forecasts or guesses about the 

near-term direction of the stock market. Perhaps we are simply heeding the sage 

advice of the renowned philosopher, Casey Stengel, which he expressed this way: 

“Never make predictions, especially about the future.” As is eminently apparent 

throughout history, trying to predict the stock market in the short term is a fool’s 

game; there are too many variables and unknowns that can derail the best laid 

investment plans if the time horizon is too short. The wise investor takes a longer 

view and regards the ownership of a stock as an owner of a business would: 

an enduring investment from which future cash returns can be obtained over a 

reasonable time frame. Investment success, then, does not necessarily make itself 

apparent on cue and may take longer than originally imagined, because nothing in 

this business is guaranteed.

Many of our clients are interested in how we manage through chaotic periods in 

the investment markets, especially when the news can be so blatantly negative. 

Determining where we are in the economic cycle is clearly important. For example, 

history shows that when the economy appears to be humming along and all the 

vital signs are strong is when the investor needs to be cautious of stock prices, 

because traditionally this is when the Fed, sensitive to the ravages of higher 

inflation, begins to tighten the monetary reigns, causing interest rates to move 

higher. When the blood flow of commerce and finance constricts, the economic 

vital signs will eventually be impacted. Stock prices will anticipate this outcome 

long before the news of an impending slowdown hits the front page.



Conversely, when there is a constant flow of bad news about the economy and those vital signs are 

slowing, that is traditionally when the Fed moves in and provides monetary stimulus to help establish the 

footings for a recovery. Here too, stock prices 

in this negative environment will anticipate 

the potential recovery and move higher long 

before there is any evidence of an incipient 

recovery in the press. That essentially has 

been what has occurred over these last four 

years, and stock prices have enjoyed an 

historic recovery from the 2008 financial 

collapse, despite the overwhelming negativity 

so prevalent in our society.

The question we hear often is now that the 

market is so high, aren’t we in for a huge 

correction? This is where the long term view 

comes into play. Making a short term prediction 

about the market can be counter-productive: 

those who were too nervous to invest back 

when it looked the bleakest in 2009 missed 

quite a rally, and those who sold a couple of 

years ago because the market seemed too high 

missed quite a year in 2013. Clearly, the recent 

direction of the market has been pretty much straight up, and to assume that will continue at this pace 

is probably not a great bet. In fact, a correction would help take some of the current euphoria out of the 

market, particularly in high profile stocks, such as the social media group. However, there are factors 

that lead us to believe that the traditional conditions for a bear market are not currently in place, and that 

stock prices, while not as cheap as they were, are not generally overvalued.



Constructing the elements of our investment strategy involves analyzing factors that we believe will 

drive the economy forward in coming years, not necessarily here and now. Among the most important of 

these economic elements is demographics. First, the aging of the baby boom population will inevitably 

highlight the benefits of the pharmaceutical industry. Further, these baby boomers will place a premium 

on income-producing investments to help fund retirement. Many of our investments in various drug 

companies have compelling dividends and have performed well recently. Secondly, the oncoming 

significant population cohort of the “echo boomers,” children of the baby boomers who are now having 

their own children, will be an important driver of our domestic economy for years to come as household 

formation results in traditional consumption patterns to address new family needs. And finally, energy 

independence is a theme that 

we have been writing about 

for some time now. The 

U.S. is within reach of this 

important milestone (despite 

hindrances from government 

policy) because the free market 

is simply too powerful to 

ignore, and we could be a net 

exporter of energy in a very 

short timeframe. Our domestic 

electric and gas utilities and 

manufacturing facilities will be 

important beneficiaries of more stable energy costs as well as consumers at the gas pump where lower 

prices are equivalent to a tax cut.

These are just a few of the over-arching themes that continue to influence our investment strategy 

for our clients’ portfolios, but we can say with complete assurance that there will no doubt be many 

hiccoughs along the way with respect to stocks as they get buffeted by the constantly changing winds of 
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emotion that govern the short term direction of market prices. Ignoring the noise and staying focused 

on the long term is a good recipe for success for investors who have realistic expectations of the 

benefits that can be derived from invested capital. 

Meanwhile, here on Mill Street, it is hard for us to believe that we have just completed our 35th year in 

business, and we remain extremely grateful for the confidence our clients have expressed in our firm. 

Our new logo celebrates the year of our founding. We are very focused on protecting the sensitive 

and confidential nature of our clients’ information, and we are enclosing our privacy statement in our 

year-end mailing. Finally, in compliance with Rule 204-3 (c) of the Investment Advisers Act of 1940, 

we are making our annual offer to send you our current brochure. 


