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For those who work in the field of investment management, the 
calendar year has the effect of circumscribing activity and results 
as though to say that on December 31, the year’s thoughts, words, 
and deeds hereby end and a clean slate begins on January 1. From 
a tax and performance standpoint that is certainly true, but it is 
rare to define an entirely new investment strategy just because 
the calendar flips to a new year. That unique situation could have 
occurred when the millennium approached because there was such 
fear that the world’s computers might melt down with the digit 
change to the year 2000, but even that did not happen. So we enter 
2015 with the same general optimism for the investment funds 
with which we are entrusted as we have had now for the last five 
years.

We have said repeatedly that higher prices in the securities markets 
have raised risks just by virtue of the fact that stocks are not the 
bargains they were during the financial crisis, but that could have 
been said for each of the last 5 years of this bull market. The 
factors that have propelled stock prices thus far have not materially 
changed, and we would expect that there is plenty of opportunity 
ahead as the US claws its way back from the economic malaise 
that still exists in many places around the world. We continue 
to believe that the US is the best house in an otherwise sketchy 
neighborhood.



It has been our view that the Fed would be slow to raise (normalize) interest rates, and while 

reported unemployment has diminished and GDP has improved, inflation continues to remain 

low. In fact, the darker threat of deflation lingers in Europe and elsewhere, so the Fed should 

not be spooked by errant inflation prints anytime soon. The drop in oil prices in concert with 

inevitable US energy independence is, on the 

whole, an extremely positive development 

for consumers, manufacturers, and the 

US balance of payments. Tempering that 

enthusiasm for lower oil prices, however, 

is the knock-on effect on the profitability 

of domestic shale oil development, which 

has been such a significant contributor to 

our recent economic expansion. This needs 

to be monitored closely, but the savings to 

consumers should out-weigh those concerns.

We have written often about the extremely 

positive demographic trends that the echo-

boomer generation will have on the US 

economy as household formation takes shape 

in coming years. This development should 

materially offset the retiring generation of 

baby boomers and the enormity of their 

historic impact on our economy. Skeptics suggest that this new generation may reject traditional 

marriage and family formation, but we would place our bets on the inevitability of hormones as 

a more important driver of behavior models.

In the manufacturing industries, outsourcing to lower-wage countries may have had its day. 

First, there is a renaissance of manufacturing technology in this country that has benefitted 



from increasing wage costs in the less-developed world, making US workers significantly 

more competitive. And second, if the newly elected politicians are able to change the current 

uncompetitive corporate tax code to allow 

repatriation of foreign earnings from US 

domiciled companies, reinvestment in the 

nation’s infrastructure and manufacturing 

base might well lead to further advantage 

over foreign outsourcing. Moreover, capital 

assets based in this country are arguably 

safer than those in foreign hands.

It would be foolhardy to paint only a bright 

picture as we look ahead, because there are 

clearly areas of concern that bear watching. 

Geo-politics can breed trouble and there is 

no shortage of hot-spots around the world. 

Certainly, lower oil prices will negatively 

impact the producing countries that are 

already unstable places (Iran, Iraq, Russia, 

Venezuela, etc). Exogenous events could 

easily derail the most optimistic strategies, 

and we are trying  to control  risk accordingly 

by investing in good companies with good 

dividends at prices that have, as Benjamin Graham once defined, “a margin of safety”. As 

mentioned earlier, the ongoing threat of deflation caused by a synchronized global slowdown, 

currently evidenced in Europe, could have a deleterious effect on the US economy, despite 

our own improving domestic situation. 
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All things in balance, we believe that our overall strategy to focus our investments in large 

capitalization US companies that can increase dividends in this low-rate environment should 

continue to provide good results. This year may find increased volatility with wider swings 

in the market, but on the whole we believe this should be another positive year for long-term 

investors who maintain reasonable expectations for what invested assets can offer.

With best wishes for a prosperous New Year. 


