
We had a pretty sneaky suspicion 2015 would be a difficult year for the markets, and told our clients 
to prepare for the proverbial roller coaster. I don’t mind telling you the hills on this year’s wild ride 
were sometimes much steeper than we had envisioned, and the cars went a little faster than we 
would have liked. The slumps in energy and international stocks were a little more protracted than 
most people, including us, had initially expected, but everything else in the markets was about as 
advertised.  

However, this year wasn’t without a lot of surprises, and I mean there were some real lulus. I told 
my teenage daughter the pace of societal change in this country has been so swift  it has been almost 
dizzying at times. When she asked me for examples, I gave her the following. Admittedly they 
might make me sound like a crotchety, middle-age white guy, which I suppose I am.  

 Never thought the majority of Americans, according to Gallup polls, would be in favor 
of legalizing marijuana.  

 Never thought the best male athlete in the world in 1976 would have a television pro-
gram about being a woman, and win awards for courage for being what we now call 
transgendered.  

 Never thought Donald Trump would be a serious candidate for President of the United 
States.  

 As I told her:  “when I was your age, Bill Cosby was something of a role model.”  

I won’t bore you with any more. What does the future hold for us?  

 The US stock markets should deliver another year of less than spectacular results 
in 2016. A surge in corporate earnings and/or multiple expansion (how much in-
vestors are willing to pay for each $1 in earnings per share) drive significant 
stock market rallies. With modest economic growth on the horizon and a Fed 
looking to raise the overnight lending target rate probably a couple more times, 
neither seems highly likely. While nothing is impossible, investors should have 
muted expectations for the upcoming year, and be pleasantly surprised if stocks 
generate double-digit returns.  

 The US will stand out among developed economies with yet another year of sub-
3% growth, but growth nonetheless. Expect 2% from the domestic economy, plus 
or minus 0.25%, and you won’t be far off the mark by the time the dust settles.  

 The Fed has every intention of raising the overnight lending target at least two 
more times, taking it to no less than1.00% by the end of the year. Forecasts for 
the Fed will be spotty and vague because it is operating counter to the rest of the 
world. Right now, I would think 1.25% would be the ceiling, unless something 
dramatic happens...namely an organic liftoff in energy prices. Absent that, and 
the Fed is doing what it is doing so it can prove it can do something and give it 
room to do something in the future. That was meant to be humorous, but truthful.  
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 Global economic growth will be muted, as China stabilizes in the 5-7% range, as opposed to the 
10% it has had for the last three decades. This is a long-term trend, and not just a 2016 story. The 
Chinese economy is in the midst of restructuring from manufacturing, exports, and infrastructure 
buildout to services and consumer consumption. This will take time, and the central government is 
going to have fits figuring out to do with the remaining 300-400 million peasant farmers in the 
country who would like to have the factory jobs which have been abundant in the past, but won’t be 
in the future.  

 By the time the summer rolls around, the Republican party will be increasingly focused on Ted 
Cruz and Marco Rubio. While Donald Trump has made a lot of noise up until now, the Republicans 
need to figure out how to attract Millennials, women, and pretty much every other group outside of 
middle-age white men in order to win a Presidential election. Donald Trump doesn’t really help 
with this, nor does Chris Christie, and voters currently claiming to be Trump supporters will be 
checking their boxes for one of the other two gentlemen. This won’t necessarily be conviction, as 
much as playing the odds.  

 The situation in Afghanistan will go from bad to worse, as increased Taliban activity gradually re-
duces the resolve of the “regular” Afghan army. The US will step up air strikes, but the government 
in Kabul will exert effective control over a much smaller percent of the country by year 
end….basically just around the city itself. At the end of 2016, regardless of who wins the Presiden-
tial election, the US will seriously question its role in that country: “After 15 years, is it worth it?” 

 Tensions between Western Europe and Russia will start to dissipate, somewhat, as Paris, London, 
and Berlin conclude ISIS is a bigger threat to them than Russians in Sevastopol or Donetsk. Public-
ly, elected officials will continue to decry Moscow’s support of rebels in eastern Ukraine and the 
situation in Crimea. Privately, they assure Putin this is for political show, because they need his 
help in the Middle East far more than they care about land east of the Dnieper River.  

 After much hand wringing and gnashing of teeth, the Olympics in Rio get underway...but not with-
out a fair amount of last minute baling wire, duct tape, and chewing gum. While the IOC will de-
clare everything a success, it will be hesitant to grant the games to another “emerging economy,” 
outside of perhaps China, for the foreseeable future. In other words, it will be beautiful and, from 
outward appearances, Rio will pull it off. However, there will be enough behind the scenes issues 
and last minute scrambling to make the IOC think twice in the future. The necessary infrastructure 
and financing are just too great for all but a fistful of countries.  

 Novak Djokovic will win three of the four legs of the Grand Slam in tennis.  

 Tiger Woods will not win a major tournament in 2016.  
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 The Spurs will edge out the Warriors in the West, which will be tantamount to winning the whole 
shooting match. Tim Duncan will announce his retirement within 48 hours after a lopsided Finals 
against the Cleveland Cavaliers.  

 Neither New York team will make it to the World Series in 2016, and MLB will find out what the 
real TV ratings are when NYC doesn’t have a “dog in the hunt.” That is unless it is a Cubs vs. Red 
Sox matchup, and ratings will go through the roof. However, something like a Royals/Astros vs. 
Pirates/Nationals World Series would draw a 8 share, at best.  

 Right now, it is hard to bet against the Carolina Panthers. Regardless, Super Bowl 50 proves to be 
one of the best ever between the Patriots and Panthers. It should really be a Super Bowl. As an 
aside, Tom Brady will replace the Panthers footballs with tennis balls, but it stop the Carolinians 
from taking home the hardware.  

 Along the same lines, the Oklahoma vs. Alabama national championship game proves to be one for 
the ages. Living in Alabama, I would be stupid to bet against the Tide. If Mayfield can get into a 
groove early, it could be a long day for Alabama. Odds are he won’t.  
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