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18.20%

Along with a new President comes new policies and the
potential for new economic conditions. Since the
November election, the capital markets have welcomed
these potential changes. With the US equity markets
reaching new highs in January, one could wonder how long
this trend could last. From the election to date, the S&P
500 has advanced about 9.00%. To the left is a chart of
the broad market index performance through January.

Inﬂation

Two of the biggest impacts to an investment plan over time are taxes and inﬂation. Although one
can attempt to plan around current tax policy, the inﬂation rate is not as predictable.
Inﬂation can be classiﬁed as the general increase in prices and fall in the purchasing power of
money. When prices for food, gas, and other goods and services rise, it aﬀects the whole
economy. Inﬂation impacts the cost of doing business, the cost of living, borrowing money, bond
yields and many other parts of the economy. Inﬂation can be both good and bad for the economy,
depending on which factors it is driving and how rapidly prices rise.
For the past few years we have been in a deﬂationary period, driven by lower commodity prices
and slow global economic growth. However, 2017 might be the start of a new era. Recently the
US economy has been showing signals that we are heading into a period of light inﬂation.
Consumer prices have been rising, energy prices have been rebounding, unemployment rates are
falling, wages have been increasing, and the Federal Reserve has begun to slowly increase interest
rates.
If inﬂation levels become too high the economy will suﬀer, however if inﬂation is slow and
controlled the economy may prosper. With mild inﬂation, there are opportunities. If low inﬂation
is coupled with low interest rates, then the cost of borrowing money is low. Low rates encourage
consumption and people are more likely to purchase big ticket items or invest, which helps
stimulate the economy. In addition, when consumer prices rise, the value of items like real estate
also increase. On the contrary, ﬁxed income investments such as bonds lose value as they do not
increase with inﬂation.
To adjust portfolios for a transition from a deﬂationary period to an inﬂationary period, we have
added investments we believe will beneﬁt from inﬂation. These include Treasury Inﬂation
Protected Securities (TIPS) and commodity related investments. We have also reduced exposure
to bonds in portfolios.
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Important: Past performance may not be indicative of future results. Diﬀerent types of investments involve varying degrees of risk, and
there can be no assurance that the future performance of any speciﬁc investment, investment strategy, product, or any non-investment
related content, made reference to directly or indirectly in this communication will be proﬁtable, equal any corresponding indicated
historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reﬂective of current opinions or positions.
Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a
substitute for, personalized investment advice from Abundance. To the extent that a reader has any questions regarding the
applicability of any speciﬁc issue discussed above to his or her individual situation, he or she is encouraged to consult with the
professional advisor of his or her choosing. Abundance is neither a law ﬁrm nor a certiﬁed public accounting ﬁrm and no portion of the
newsletter content should be construed as legal or accounting advice. Abundance’s current Firm Brochure discussing our advisory
services and fees is available upon request.
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