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asset allocation, broad diversification, and periodic
rebalancing of a portfolio, as well as the patience,
discipline and faith to stick to the plan on a long-term
basis. Most of all, it benefits from trust, because only
trust is both the antidote to fear and the moderator of
greed and envy.
From the very beginning, it was clear that if we built
our business on a value proposition we couldn’t
control and on promises we’d never be able to keep,
we’d be doing ourselves and our clients no favors.
To succeed, we had to build enduring trust. That
meant making promises judiciously; and only those
we could reliably keep. Therefore, we decided to focus
our efforts on inputs we can control, such as our
ability to prepare people, and to allocate their capital
thoughtfully and judiciously. We don’t waste valuable
resources and energy (ours or our clients’) professing
dominion over outcomes nobody can control, such
as the unpredictable fluctuations of financial markets
and underlying asset classes or, God forbid, trying
to “outperform” whatever narrow index is capturing
people’s current fleeting fancy.
So, let me instead offer the following things that
together we can control: We promise to help you get
organized, and to bring order to your financial life.
We promise to help you be accountable, and to follow
through on your financial plans and commitments.
We promise to be objective, and to serve as a reliable
sounding board to help you avoid making emotional
mistakes about important money matters. We promise
to provide education, and to bring you the specific
knowledge and expertise you need to succeed in your
unique circumstances. We promise to be proactive, and
to help you to anticipate key life transitions so you’re
financially prepared when they happen. We promise to
be responsive, and to be there when unforeseen events
occur, giving you the confidence to adapt. And we
promise, always, to put your interests first.
On June 3rd, we also promise to throw a great party to
celebrate our 25th year serving wonderful people like
you. We hope you’ll come!
Thank you for your confidence and trust.
Thomas G. Twombly
President
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INVESTMENT COMMENTARY
The first quarter of 2107 was a profitable one for our
clients. Other than commodities, almost all asset
classes rose for the period.
Evidence of a steady, synchronized global recovery
cont inues to bu i ld, with part icu larly strong
improvement coming from the eurozone and emerging
market economies overall. Interest rates in the United
States also eased slightly during the quarter, providing
a small lift to fixed income investments here. Overseas,
rates rose slightly in an increasing sign of economic
confidence, especially towards the end of the period,
and several sovereign bond markets finally rose above
the surface of negative interest rates to generate a
positive yield for the first time in many, many months.
Foreign currencies overall strengthened against the
dollar as a result, providing an additional boost to US
owners of international stocks and bonds.
The broadly-diversified portfolios we oversee provided
solid results for the quarter, with long-time allocations
to international developed markets and emerging
markets equities in particular playing notable roles in
more growth-oriented portfolios. In US Dollar terms,
the broad Europe, Asia, Far East Index (EAFE)
rose by +7.4% for the first three months of the year.
European markets, excluding the UK, rose by a
healthy +8.6%, while Asian markets excluding Japan
rose by +11.8%. Emerging markets equities overall
rose by +11.5% in US dollar terms, and a particularly
strong contribution to those results came from the
Indian economy, whose market jumped by +17.1% in
the first quarter.
Domestic equity markets also provided solid results,
though almost all the gains occurred in the first two
months of the quarter. The torrid momentum that
small and mid-cap stocks had established immediately
after last fall’s election slowed considerably as
questions began to arise about the speed with which
new economic policies might be implemented by the
Trump administration. Overall, the large-cap S&P
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500 rose by +6.1% for the quarter, while the mid-cap
S&P 400 rose by +5.1% and the small-cap Russell 2000
by a more modest +2.5%. Growth stocks achieved far
better results than value stocks across the board, and
the purposeful tilt we’ve maintained in that direction
proved beneficial for many portfolios.
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Asia. With what could turn out to be unwarranted
pessimism among investors, we continue to believe
that these areas offer attractive long-term prospects for
the patient and disciplined.
With the S&P 500 having experienced gains in 16 of the
last 17 quarters, and with 6 straight quarters of positive
results, we think the rosy outlook for US equities may
have gotten a little too optimistic. At the same time, we
believe the prospects for attractive future results from
non-US equities probably remain overly pessimistic.
As always, however, we will never know for sure, so
we will continue to maintain prudent allocations to a
broad diversity of asset classes and to remain watchful.

As you’ll note from the embedded chart on this
page, the earnings per share of US companies are
now essentially at all-time highs. Accompanying that,
perhaps predictably, there is a great deal of optimism
being expressed in survey data of both consumers
and investors about the prospects for continued US
economic growth. Much of this seems colored by
expectations that the new presidential administration
If you have any questions about our perspective, or if
will succeed in making rapid changes to tax policies,
you would like to discuss your personal situation, please
infrastructure investments, and regulatory restrictions.
do not hesitate to call and schedule an appointment.
As a note of caution, however, this degree of optimism
We’d be happy to sit down and talk.
isn’t necessarily supported by the hard data. While
earnings are indeed high, earnings growth rates are
not
improving at this point and there is an increasing
Rolling Periods Report
Lucien, Stirling & Gray
array of headwinds that are likely to make future
S&P 500 with Monthly Dividends
15 Year Rolling Periods (12/31/1927 - 12/31/2015)
earnings growth less easy to achieve. These headwinds
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
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Save the Date for Our Next Fireside Chat

Crucial
Conversations:
Helping
Confront
Eldercare Transitions
Please
Join Us for
Our 25Your
YearParents
Anniversary
Celebration!
March 2, 2017
at Jennifer’s Gardens Austin6:30
| 1101
W.PM
31st St. Austin, TX 78705
– 8:00
June
2017
“If you keep talking about
this,3,I’m
not buying you dinner tonight!”

6:00 – 10:00 PM

How to navigate the difficult conversation with your aging parents.

Lucien Stirling & Gray has been proudly serving Austin for 25 years, and we cannot wait to
Cassimportant
Grangemilestone
and Thomas
will
share
on beautiful
approaching
celebrate this
with allTwombly
our friends!
Please
jointhoughts
us at Austin’s
Jennifer’s
fraught
subjects
like
housing
and
aging
with
family
members.
Gardens for live music, food, beer, wine and other refreshments! We cannot wait to see you there.
RSVP at info@lsggroup.com | 512-458-2517 | lsggroup.com

As always,
andhand-laid
other refreshments
willthebeproperty.
provided.
Jennifer’s Gardens
featureswine
beautiful
stone throughout
That being
Please
RSVP
at
info@lsggroup.com,
said, please be mindful when choosing your shoes for this event – heels are not advised.
Please dress comfortably for summer
weather – this event will be held outdoors.
512-458-2517,
or online at lsggroup.com/programs-and-events

General Market Results
1st Quarter

YTD

One Year

Three Year

Five Year

Ten Year

CPI

0.90 %

0.90%

2.30%

1.02%

1.21%

1.72%

Barclays Agg Bond

0.82 %

0.82%

0.44%

2.68%

2.34%

4.27%

S&P 500

6.07%

6.07%

17.17%

10.37%

13.30%

7.51%

DJI

5.19%

5.19%

19.91%

10.61%

12.15%

8.10%

S&P 400

3.94%

3.94%

20.92%

9.36%

13.32%

8.96%

Russell 2000

2.47%

2.47%

26.22%

7.22%

12.35%

7.12%

NASDAQ

9.82%

9.82%

21.39%

12.08%

13.84%

9.34%

MSCI EAFE

7.39%

7.39%

12.25%

0.96%

6.32%

1.53%

MSCI EM

11.49%

11.49%

17.65%

1.55%

1.17%

3.05%
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