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It’s interesting in that in one of the most energized presidential elections in
recent memory that the markets are pretty much flat for the year. The beginning
of the year started with a thud with oil dropping down to around $27 per barrel.
The stock market followed oil down. Even though the economy has not increased
much so far this year, oil prices have recovered to around $50 per barrel.
The stock market has climbed back in positive territory for the year. You may
have noticed now that we are beginning the summer driving season gas prices are
climbing back to near $3 per barrel. While there has been much talk regarding
inflation appearing. Oil prices nearly doubling from their yearly low and wage
improvement had economists predicting that interest rates would surely be going
up and soon.
Recent news basically says that may not be the case. While it is true that rising
oil prices is inflationary as are wage increases, the real news is much further in
the recent economic reports. Oil has in fact risen, but at present prices shale
oil becomes profitable. This means that if prices rise much from here there will
probably some unfinished shale oil rigs getting completed thus putting a lid on
runaway oil prices. The even bigger news is that, even though the unemployment
rate is now at 4.7%, the participation rate is at 40 year lows. This means that if
you quit looking for work, you aren’t considered unemployed, you are considered
a non participant. If, as the government reports state, that the participation rate
is barely north of 60%, there are a lot of people that will fill jobs if certain wages
raise much further.
My take away from this is that, even though interest rates may rise, it will be
a much slower pace than many are expecting. As such, a diversified portfolio is
still prudent.

These are the views of Randy Schmidt and not necessarily those of investment centers of America, and should not be construed as investment advice.
Neither Randy nor ICA gives tax advice or legal advice. All information is believed to be from reliable sources; however we make no representation as to
its completeness or accuracy. Please consult your financial advisor for further information. Diversification and asset allocation do not guarantee positive
results. Loss, including loss of principal may result. Citations: US Dept of Labor, Bureau of labor Statistics & CNBC

Sometimes the
Pundits Get
It Wrong
In fact, many predictions about
Wall Street have misread the
market’s direction.
Trying to determine how Wall Street will behave next week,
next month, or next year is difficult. Some feel it is impossible. To
predict the near-term direction of the market, you may also need
to predict upcoming earnings seasons, central bank policy moves,
and the direction of both the domestic and global economy. You
might as well forecast the future of the world.
That is not to say forecasting is useless. You could even
argue that it is a necessity. Every month, economists are polled
by various news outlets that publish their median forecasts
for hiring, inflation, personal spending, and other economic
indicators. Those median forecasts are often close to the mark,
and sometimes exactly right.
Figuring out what lies ahead for equities, however, is often a
guessing game. Looking back, some very bold predictions have
been made for the market – some way off the mark.
Dow 30,000! More than a decade ago, a few analysts boldly
forecast that the Dow Jones Industrial Average would climb to
astonishing heights – heights the index has yet to reach today.
The first was investment manager Harry Dent, who, to his
credit, had written a book called Great Boom Ahead predicting
an amazing run for both the economy and the market starting in
the mid-1990s. (Indeed, the S&P 500 averaged a yearly gain of
almost 29% during 1995-99.) Dent’s 1999 bestseller, The Roaring
2000s, posited that the Dow would top 30,000, perhaps 35,000
in the near future as maturing baby boomers poured money into
equities. He was wrong. What happened instead was the socalled “lost decade,” in which the broad market basically did not
advance. As for the Dow 30, it ended the 2000s at 11,497.12.1,2
As a money manager, Robert Zuccaro had been part of a team
that had realized triple-digit annual returns in the late 1990s.
He put out a book soon afterward called Dow 30,000 by 2008:
Why It’s Different This Time. (As the market cratered in 2008, you
might say his timing was bad.) Analysts James K. Glassman and
Kevin A. Hassett authored a volume called Dow 36,000: The New
Strategy for Profiting from the Coming Rise in the Stock Market. It
came out in 2000, and also proved overly optimistic.2,3
Dow 3,300! Harry Dent changed his outlook over time. In 2011,
he told the Tampa Bay Times that the blue chips would plunge
to that dismal level by 2014 or earlier. The Dow finished 2014
at 17,823.07. For the record, Dent now sees a “bubble collapse”
starting in 2016 or 2017, soon breeding “widespread civil unrest”
in America.2,4

Sell your shares now! In “Bearish on America,” a 1993 Forbes
cover story, Morgan Stanley analyst Barton Biggs urged investors
to dump their domestic shares en masse in light of the economic
policies favored by a new presidential administration. The
compound return of the S&P 500 over the next seven years:
18.5%.5
The market is done, no one believes in it! Perhaps the most
famous doomsday call of all time occurred in 1979 when Business
Week published a cover story entitled “The Death of Equities.”
Wall Street was emerging from its second awful bear market in
less than seven years. The article cited a widespread loss of faith
among investors, asserting that “the death of equities is a near
permanent condition.” Equities, so to speak, soon proved very
much alive: the S&P 500 returned 21.55% in 1982, 22.56% in
1983, 6.27% in 1984, 31.73% in 1985, and 18.67% in 1986.5,6
Recession ahead, the market points the way! Can the behavior
of the market foretell a recession? Is there a causal relationship
between a down or sideways market and an oncoming economic
slump? Some analysts see little or no link. Fifty years ago in
Newsweek, the noted economist Paul Samuelson wrote that the
equity markets had “forecast nine of the past five recessions.”
He was being sardonic, but he had a point. Looking back from
2016 to 1945, Wall Street has seen 13 bear markets, only seven of
which (53%) have seen a recession begin within about a year of
their onset.7,8
Take the words of the pundits with a grain of salt. Some have
been right, but many have been wrong. While the most radical
market predictions may make good copy, they may also lead
investors to take bad advice.5
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Why Are
We Saving
More and
Spending Less?
Have our memories of the Great
Recession altered our habits?
Consumer spending accounts for more than two-thirds of
economic activity in the United States. Lately, that spending has
moderated. Across the 12 months ending in March, personal
spending advanced 3.4%. That matched the gain seen in 2015.1,2
Is a 3.4% annualized gain in personal spending adequate? Not
in historical terms. During 2014, consumer spending accelerated
4.2%. The average monthly gain in consumer spending across
the past 12 months (0.28%) is roughly half the historical average
seen since 1959 (0.54%).1,2
While the personal spending rate has slumped recently, the
personal savings rate has not. In March, it was at 5.4%. It has
varied between 4-6% for more than three years, staying notably
above the levels seen prior to the Great Recession of 2007-2009.3
Has consumer psychology been altered since then? That
is an interesting question to consider, and it especially begs
consideration, given the fact that inflation-adjusted personal
spending has declined for three straight quarters.4
Real disposable income (that is, disposable income adjusted
for inflation) has been rising without fail. It has increased for 13
straight quarters, beginning in Q1 2013 after the payroll tax cut
at the end of 2012. You would think unflagging increases in real
disposable income would promote greater economic expansion,
but real gross domestic product grew just 1.5% in 2013 and only
2.4% in both 2014 and 2015. Those GDP levels are well below
those seen in the early 2000s, not to mention the 1990s.4,5
When is too much frugality a bad thing? When it risks
hampering economic growth. The 5.4% personal savings rate
recorded in March tied a three-and-a-half-year high. As we are
well into an economic recovery, it would seem only natural for
Americans to spend more than they did several years ago.4
Perhaps people are just not ready to do that. As a Deutsche
Bank research note asserted this month, the memory of the Great
Recession may be too hard to erase: “The shock of the crisis
likely increased the desire to hold more savings for precautionary
motives.”4
Since 2001, Gallup has consistently asked Americans a
question each year: “Are you the type of person who more enjoys
spending money or who more enjoys saving money?”6

This year, 65% of respondents said they preferred saving and
33% of respondents said they preferred spending. That gap has
never been so pronounced in fifteen years of polling.6
As recently as 2009, just 53% of Americans told Gallup they
preferred saving while 44% indicated they preferred spending.
The gap has gradually widened ever since, and it is now fairly
consistent across all age groups.6
A little more polling history seems to affirm a perception
shift. In 2006, Gallup found that 51% of Americans rated their
personal financial situation as “excellent/good;” in that year,
50% of Americans preferred saving to spending. Four years later,
only 41% of Americans felt their personal financial situation
was “excellent/good”, and 62% indicated a preference for saving.
This year, 50% of Americans ranked their personal finances as
“excellent/good,” yet 65% preferred saving dollars to spending
them. “The appeal of saving over spending shows some signs
of being the new normal rather than a temporary reaction to
the hard times after 2008,” Gallup’s Jim Norman observed last
month.6
In its latest report on personal income and outlays, the Bureau
of Economic Analysis says personal incomes were up 4.2% yearover-year as of March. Consumer prices rose but 0.9% in the
same span. Unimpressive wage growth aside, it would appear that
many households are nicely positioned to spend. Of course, what
these two numbers do not take into account is debt: mortgage
debt, student loan debt, credit card debt. The rebound in the
personal savings rate surely relates to the goal of reducing such
liabilities.7,8
The Great Recession taught America a great lesson about
living within one’s means. Could that lesson, as vital as it is, now
be constraining the economy? As economists try to pinpoint
reasons for America’s slow recovery, they may want to cite the
psychology of the consumer.
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Randy Schmidt Named One of Investment Centers of America’s
Top Fifteen Representatives of 2015
“The success of our representatives comes from hard work
and dedication, doing what is best for their clients’ individual
needs,” said former ICA President Greg Gunderson.
“Randy Schmidt commits a generous amount of time
and effort to each client relationship. He exemplifies the
philosophy and values that are the foundation of ICA.”
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