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General Market Results

Please Join Us for Our Annual Women, 
Wine & (net)Working Event

Tuesday, September 26th
5:30 – 7:30PM

4005 Guadalupe Austin, TX  78751
 

Join hosts Glenda Summers, Megan Poore, 
Cass Grange, and Chaney Barton-Nichols 

along with other accomplished Austin women 
for an evening of wine, cheese, soda and great 

conversation.  Promote yourself, your business, or 
your organization - and make a few new friends!
Don’t forget to bring along your business cards!

 
RSVP at 512-458-2517 or  

info@lsggroup.com
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YTD One Year Three Year Five Year Ten Year

CPI 0.30 1.28 1.45 0.86 1.28 1.61
Barclays Agg Bond 1.45 2.27 -0.31 2.48 2.21 4.48
S&P 500 3.09 9.34 17.90 9.61 14.63 7.18
DJI 3.95 9.35 22.12 11.01 13.45 7.57
S&P 400 1.97 5.99 18.57 8.53 14.92 8.56
Russell 2000 2.46 4.99 24.60 7.36 13.70 6.92
NASDAQ 3.87 14.07 26.80 11.68 15.91 8.96
MSCI EAFE 6.37 14.23 20.83 1.61 9.18 1.50
MSCI EM 6.38 18.60 24.17 1.44 4.33 2.25
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year, exacting a particularly cruel and painful 
price from those who reacted.

June brought another shock, and another 
steep peregrination in financial markets 
with the unexpected outcome of  the British 
referendum on leaving the E.U. Though the 
decline was only -6%, the timeframe required 
to reach its nadir was only two trading days, so 
that air pocket combined with the realization 
that pre-election polls could be so incredibly 
wrong spooked many investors again.

November’s election results brought another 
surprise, both for political handicappers and 
for the “conventional wisdom” about what 
would happen to financial markets. Instead 
of  falling by thousands of  points, as many 
outspoken pundits had insisted would happen 
in the event of  a Trump victory, U.S. equity 
markets instead rallied sharply into the end 
of  the year. On the other hand, the formerly 
serene bond market, where many had thought 
they were taking quiet refuge, experienced a 
sudden downdraft as interest rates jumped 
sharply - triggered not by the Federal Reserve, 
as so many had come to expect, but by the 
market itself.

Given this year of  unprecedented surprises, 
it’s worth reiterating the nature of  our phi-
losophy on advice, because we didn’t know 
for sure that any of  these things would hap-
pen. (In fact, I’ve said for years: “there are 
two kinds of  people in our business: those 
who don’t know, and those who don’t know 
they don’t know.”) It’s also valuable to restate 
the core components of  our belief  system 
about successful investing, because plenty of  
new challenges await us as we transition to a 
new Presidential administration and a rapidly 
changing world, and nobody knows for sure 
what any of  those will be either.

Overwhelmingly, our experience is that suc-
cessful investors are goal-focused and guided 
by a thoughtful long-term plan. They’ve 
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A MESSAGE FROM THE 
PRESIDENT 
Thomas G. Twombly

We are pleased to 
provide you with our 
report for the period 
ending December 31, 
2016.

It was a fascinating 
and challenging year, 
where any number of  
shocks and surprises 

seemed specifically designed to confound and 
confuse the so-called “experts.” Prognos-
ticators of  all stripes; financial seers, media 
pundits, book-makers and especially political 
pollsters were head-faked by the unprecedent-
ed twists and turns of  2016, and the costs of  
their mistakes often proved enormous. The 
rest of  us found ourselves having to work 
extra hard to maintain a proper sense of  
poise and perspective amidst the unexpected 
change. But we did that work and we’re 
pleased to report that virtually all our clients 
came through the nasty traps of  2016 in solid 
shape. Well done.

Right out of  the gate, the year started with 
a sharp sell-off  in the equity markets that 
quickly gained media attention as “the worst 
start to a new year in U.S. history.” Though 
the ultimate decline of  -11% that occurred 
between January 1st and February 11th never 
reached the average intra-year decline of  the 
last three and a half  decades, the combination 
of  deep anxieties about plunging oil prices 
(which ended up falling -76.5% between June 
20, 2014 and February 11, 2016) the sensa-
tionalist exploitation of  a trick of  the calen-
dar, and a nasty presidential campaign caused 
many to sell out and head for the sidelines. Oil 
prices subsequently shot up more than 100% 
between February 11th and the end of  the 
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Save the Date for Our Next Fireside Chat
Crucial Conversations: Helping Your Parents Confront Eldercare Transitions

March 2, 2017
6:30 – 8:00 PM

“If you keep talking about this, I’m not buying you dinner tonight!”

How to navigate the difficult conversation with your aging parents.
Cass Grange and Thomas Twombly will share thoughts on approaching 

fraught subjects like housing and aging with family members. 

As always, wine and other refreshments will be provided.
Please RSVP at info@lsggroup.com, 

512-458-2517, 
or online at lsggroup.com/programs-and-events

“Behavioral coaching is a more hands-
on approach where an advisor or other 
professional works with the client to address 
unhealthy money habits or behaviors with a 
deeper understanding of their idiosyncratic 
psychology.” 
 Whoa, really!? “Unhealthy habits”? 
What shame. Who has the courage to 
admit they’d hire an advisor for that? 
“Idiosyncratic psychology”? Who’d ever 
want a friend to think they suffer from 
such a disorder? It’s no wonder folks are 
so nervous about sitting down and having 
a conversation with us, and no surprise 
more folks aren’t recommending us to 
their friends. You’d think a behavioral 
science specialist might understand the 
negative impact of those words, and choose 
them more thoughtfully.
 There are plenty of “un” words that 
describe the familiar kinds of challenges we 
coach our clients to overcome on their way 
to a sense of comfort and confidence about 
their financial situation, but “unhealthy” is 
not one of the ones I’d choose. Here are a 
few I would.
 Unorganized. Here’s a little secret 
nobody will tell you: almost nobody out 
there is as financially organized as they 
should be; and plenty of otherwise very 
successful folks have no clue what their 
total financial picture looks like at any 
given moment. They shouldn’t be ashamed. 
We all lead busy lives, we have thousands 
of critical issues competing for our time 
and attention, and the subject of money 
causes many, many people to feel a sense 
of anxiety. It’s not surprising that financial 
organization gets put on the back burner. 
It’s normal. But we can help.
 Unsure. Another secret few will 
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A MESSAGE FROM THE 
PRESIDENT

Thomas G. Twombly
Forgive me, but I’m 
about to go on a 
rant. I’ve just read 
an article in the 
June / July issue 
of  Mor n i n gs t a r 
magazine (actually, 
one of the better 
per iod ica ls  t hat 

target our profession) by Dr. Stephen 
Wendel, Ph.D., who is the head of 
behavioral science at Morningstar. Its 
rather lengthy title is: “The Promise 
of Behavioral Finance. By learning to 
overcome their biases, investors gain a 
vital tool to help them reach their goals.” 
Reading it made me realize I have a bone 
to pick with some of the supposed new 
“cognoscenti” of the financial profession.
 After more than three decades in 
this profession, I’m totally convinced that 
individual investor behavior (and not 
underlying investment performance) is 
the predominant determinant of real-life 
financial success or failure. I’ve written 
about it, talked about it, and spent 25 years 
building an entire corporate philosophy 
and high-trust team around addressing 
it. So, you can imagine the eagerness I 
experienced at seeing an article highlight 
these so-called “new efforts.” You can also 
imagine the anticipation I felt as I read that 
Dr. Wendel listed “behavioral coaching” as 
one of “four distinct approaches at work in 
today’s environment.” Then, as he went on 
to define that term, came the provocation 
for this rant: 
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possible anyway. But once those goals are established, 
that coach can then challenge those players to grow, to 
have faith in their abilities, and to become more than 
they ever thought they could be on their own. 
 Heck, yes, that’s “a more hands-on approach.” 
And it makes all the difference.
 Thank you for your confidence and trust.

Thomas G. Twombly
President

INVESTMENT COMMENTARY

Looking back at the investment commentary we’ve 
offered over the last number of years (you may find 
past issues of our Quarterly Reports at http://lsggroup.
com/resources/reports/ ) we have continually 
emphasized three important themes: 

1.) Maintain confidence in the slow steady growth of 
the U.S. economy despite a jarring political narrative 
of fear and pessimism that has kept many investors on 
the sidelines.

2.) Diversify beyond the borders of the United States 
to other parts of the developed world, and keep a long-
range view even though many of these economies 
have struggled compared to our own.

3.) Maintain an extended-term view of the economies 
of the developing world as well, and capitalize on the 
periods of pronounced weakness their equity markets 
have endured to build up judicious allocations to that 
asset class.

The first half of 2017 has shown the value of adhering 
to those themes. Though it has certainly required 
discipline and patience, for the first time in many 
years we’re now experiencing a synchronized global 
recovery that appears to be gaining strength, and 
broadly diversified long-term investors have been well 
rewarded across the board recently. We are pleased.

The S&P 500 provided total returns of +9.3% for 
the first half of 2017, with the technology (+17.2%) 
healthcare (+16.1%) and consumer discretionary 

(+11%) sectors leading the way. The mid-cap S&P 400 
also rose by +8% for the period, while the small-cap 
Russell 2000 provided overall results of +5%, as all 
three of those broadly-followed indices reached all-
time highs approaching the midpoint of the year.

U.S. equity markets are now in the second longest bull 
market on record since 1926, with 99 months having 
passed since March of 2009, and a total return for large-
cap U.S. stocks of +258%. In that same timeframe, 
unemployment has fallen from a high of 10% to a June 
2017 reading of 4.4% (barely above the U.S. 50-year 
average of 4.2%.) And since February of 2010, we’ve 
added a total of 16.6 million jobs to counter-balance 
the 8.8 million jobs that were lost during the crisis 
years of late 2007 through 2009. Clearly, we have come 
a long way, but it’s important not to get complacent. 

Now we’re starting to see attractive results come from 
both international developed markets and emerging 
markets as well. Aided in no small part by growing 
economic confidence and strengthening currencies 
(the Euro has risen by 8.6% versus the dollar since the 
beginning of this year, while the Mexican Peso has 
risen by 14.4%, for example) international investment 
holdings thus far have performed admirably for 2017. 
The broad-based Europe Asia Far East (EAFE) Index 
has provided total returns of +14.2% in U.S. dollar terms 
so far, providing a nice boost to globally diversified 
portfolios, while Europe alone (not including the UK) 
has risen by an impressive +18.3%. 

Overall results for the MSCI Emerging Market Index 
came to +18.6% for U.S. investors for the first half 
of 2017. The major developing economies of China 
(+25%) and India (+20.5%) contributed significantly to 
those results, counter-balancing Russia (-14%) and a 
more tepid Brazil (+3%) in an asset class that tends to 
be quite volatile. Even modest long-term allocations to 
these areas have proven to be rewarding.

Despite recent results, when viewed over the longer 
range of the last eight years, international economies 
have not kept pace with the U.S. economy. Since the 
depths of the global financial crisis, austerity policies, 
political divisions among EU member nations, 

sovereign debt worries and volatile commodity prices 
have contributed to retard the pace of recovery in 
many countries. (Eurozone unemployment, for 
example, peaked at 12.1% in July of 2013, fully two 
percentage points higher and two and a half years after 
unemployment in the U.S. peaked.) As a result, global 
investment flows have very much favored U.S. markets 
for quite some time. The comparative results of this are 
reflected in the attached chart from J.P. Morgan Asset 
Management, which shows a substantial 152% gap 
between the total return of the S&P 500 and the MSCI 
All Country Index (minus the U.S.) since early 2009. 

However, with price / earnings ratios in the U.S. now 
above their 20-year average (see the insert at the upper 
left) and dividend yields very close to their long-term 
average, both the P/E multiples and dividend yields 
of non-U.S. companies still look quite attractive 
by comparison. With new initiatives to increase 
economic stimulus, and more available workers to 
fill open positions than we presently have in the U.S., 
many foreign economies appear to have more room to 
expand going forward. We believe there is reason for 
cautious optimism. Though there will always be plenty 
of reasons for due care and circumspection, we remain 
confident that our clients are well-positioned for the 
future.

As always, if you have any questions, or if you’d like to 
discuss your personal situation, please give us a call. 
Thank you for your confidence and trust.

share with you: nobody has ever purposefully taught 
them anything about making investment and financial 
decisions. Personal finance isn’t taught in high school, it’s 
rarely taught in college, and most families never discuss 
the subject. Every day we assume huge responsibility for 
making critical choices, but most of us were never taught 
how. Moreover, we’re faced with thousands of options, 
hundreds of technical terms we can’t confidently define, 
and a massively complex tax and legal system that’s 
full of traps for the unwary, and missed opportunities 
for the uninformed. No one should be ashamed of 
being uncomfortable with that responsibility. Even the 
brightest, most accomplished people feel unsure about 
making financial decisions alone. It’s normal. But we 
can help.
 Unclear. Here’s something that’s not a secret: 
if they’re unorganized, and if they’re unsure about 
their resources, their options and their abilities, most 
human beings cannot be clear and confident about 
their goals. The trouble is, every ad for a financial firm 
(and even the article that provoked this rant in the first 
place) implicitly assumes the opposite. “Of course you 
know what your goals are, right?” No. The fact is, a goal 
needs to appear attainable before most people will even 
think of setting out to reach it. So, without competent, 
empathetic counsel, no one should be ashamed if they’re 
not completely clear about what their specific financial 
objectives are yet. It’s normal. But we can help.
 Unserved. Here’s the biggest non-secret of all: 
most people will never get the kind of fiduciary-level 
attention and accountability they want and need to 
achieve their most precious objectives. So, they’re either 
left on their own to get organized, get educated, and get 
clarity all by themselves, or they’re over-sold and under-
served by one of the thousands of conflicted salespeople 
and product sponsors out there. Unfortunately, It’s 
normal. But we can help.
 If you think about it, these are core challenges 
that all good coaches address. Whether it’s kids’ soccer, 
high-school football, college basketball or long-term 
financial success, a great coach focuses first on getting 
players organized; providing structure, discipline, and a 
process. That coach then focuses on “the basics”; teaching 
core competencies; developing a training regimen; and 
building fitness and confidence in the hearts and minds 
of those players. Only then does it make sense to set big 
hairy impressive goals, because without “the basics” in 
place first, the players will never believe those goals are 

S&P 500 with Monthly Dividends 15 Year Rolling Periods (12/31/1927 - 12/31/2015)

S&P 500 with Monthly Dividends: $100,000.00 initial investment (12/31/1927 - 12/31/2015). Dividends and capital gains are reinvested. The initial investment is not subject to a sales
charge. The effects of income and capital gains taxes are not demonstrated.
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This historical information represents past performance and should not be considered indicative of future results. Principal value and investment return will
fluctuate, so that an investor's shares/units when redeemed may be worth less or more than the original amount.

The bar graph shows a bar depicting the ending value of the portfolio on the y-axis the period ending date represented on the x-axis.
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U.S. and international equities at inflection points

Source: MSCI, Standard & Poor’s, FactSet, J.P. Morgan Asset Management.
Forward price to earnings ratio is a bottom-up calculation based on the most recent index price, divided by consensus estimates for earnings in the 
next twelve months (NTM), and is provided by FactSet Market Aggregates. Returns are cumulative and based on price movement only, and do not 
include the reinvestment of dividends. Past performance is not indicative of future returns. Dividend yield is calculated as consensus estimates of 
dividends for the next twelve months, divided by most recent price, as provided by FactSet Market Aggregates.
Guide to the Markets – U.S. Data are as of June 30, 2017.
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MSCI All Country World ex-U.S. and S&P 500 Index
Dec. 1996 = 100, U.S. dollar, price return
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+101%
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+48%

+106%

Jun. 30, 2017
P/E (fwd.) = 14.1x         

Jun. 30, 2017
P/E (fwd.) = 17.5x           

P/E 20 yr. avg. Div. Yield 20 yr. avg.
S&P 500 17.5x 16.0x 2.1% 2.0%
ACWI ex-U.S. 14.1x 14.7x 3.2% 2.9%


