
 
 
 
 
 
 
 
  

 

Traditionally, the third quarter of the year is 
the weakest, and specifically September is the 
worst-performing month. Not so this year. If 
this holds up throughout the fourth quarter, 
which is historically the best-performing one 
in a given year, we’ll have a stellar 2017. 

Last quarter, the DJIA gained 4.94%, the S&P 
500 picked up 3.96%, the NASDAQ tacked on 
5.79% and the Russell 2000 notched an added 
5.33%. Foreign markets were up 5.44%. The 
bond market seems to be completely ignoring 
the Federal Reserve as the Dow Jones 
Corporate Bond Index gained 1.10%. The Fed 
appears increasingly out of step with reality by 

As we started off last quarter’s letter, there 
is a prevailing notion that sub-2% growth is 
the best we can do. Of course, those saying 
this are the supporters of the policies that 
gave us this abysmal economic performance.  
So they feel a need to defend the data.  

Our nation’s long-term growth rate has 
averaged in excess of 3%, and we can get 
back to that with the proper policies in 
place. Specifically, we need to return to our 
free-enterprise based capitalism – which is 
nothing more than economic freedom. The 
easiest way to do that, for anyone who 
actually cares about the truth of the matter, 
is to retrace policies in place back when we 
experienced that growth. We would submit 
that if 3% growth is a thing of the past, so is 
the American Dream. We don’t accept that.  

From 1948 through 2008, our economy 
achieved 3.4% annual growth – even with 
some nasty recessions during those years. 
Census data shows that real economic 
growth averaged 3.7% from 1890 to 1948 – 
even with two world wars and a depression.  
British economist Angus Maddison 
estimates that the US averaged growth of 
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dogmatically adhering to belief in the Phillips 
Curve, a 1958 theory that states that a 
tightening labor force leads to inflation which 
needs to be controlled with monetary policy. 
The problem is historical experience refutes it. 
During the stagflation of the 1970s we had 
high inflation with high unemployment and 
during the 1980s through the 2000s, and more 
recently, we’ve experienced low inflation and 
record low unemployment. So the theory can’t 
be accurate, and that’s for obvious reasons: it 
doesn’t take into account technological gains, 
increased productivity, or other data points. 
Just as with Keynesianism, our policy makers 
believe the fiction while ignoring the evidence. 

4.2% from 1820 to 1889. These date ranges 
pretty much encompass the entirety of our 
history. So why do these liberal media and 
academic types and politicians defend the 
previous eight years by saying it’s impossible 
to do better? Because they don’t want to 
employ policies that led to our previous strong 
growth, as it would mean refuting the policies 
they put in place when they were in power. 
During the Obama administration, growth 
averaged 1.47% and now we’re told that’s the 
best there is. It’s big government politics and 
making sure people are dependent on it, and 
it’s getting to the point where this denial of 
reality and economic ignorance is tipping us to 
the point of no return. Then we’ll be France. 

 The Bureau of Labor Statistics reports that 
labor productivity growth since 2010 has 
fallen to below one-quarter of the average of 
the previous 20, 30, and 40 years. And it fell 
during the “recovery”, not the recession. As 
we’ve written about in the past, our economy 
and the producers who drive it are swamped 
under an ocean of wasteful and oppressive 
regulations – many of which protect favored 
political constituents at the expense of the rest 
of us. This is an anchor around our necks. 
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The global economy is interconnected now in 
ways that can never be rolled back, regardless 
of the misguided desires of anti-globalists. 
Accepting this reality means we need to find 
ways to compete, and that necessitates us not 
hampering our businesses relative to their 
international competition. Both regulatory and 
tax policy regimes really hurt us in this area. 
But any rational proposal to rein in this abuse is 
demagogued as “giveaways to the rich”. How is 
it that just letting people enjoy freedom and 
keep more of their own money gets twisted into 
giving them something? Letting someone keep 
his own property he earned is not a gift. 

In addition to the imperative of reforming 
corporate taxes and regulations, personal 
incentives matter as well. Often in the past 
we’ve written about the IRS data stating that the 
top earners pay almost all of the taxes in this 
country and that roughly half of this nation’s 
workforce pays no taxes at all. Naturally, in any   
system as progressively skewed as this, any tax 
relief is mostly going to go to those top earners 
– it can’t be any other way as they’re the only 
ones still paying any appreciable level of taxes! 
But again, playing to the ignorance of their 
audience, these socialists make it sound as if 
giving relief is somehow immoral. We’d 
suggest a system whereby the top 10% of the 
income earners pay almost 80% of the taxes is 
the immoral condition. And don’t forget that 
these are the employers of the rest of us. 
Hurting the producers only leads to less 
production and only hurts everyone else. This is 
pure incitement of envy and is corrosive. 
 
Additionally, the welfare state has grown 
beyond any ability to provide actual service to 

As an aside, we wish to remind our clients of our various services. While we’ve specialized in 
portfolio management over the last several years, we continue to provide financial planning 
and insurance services. Longtime clients may have forgotten this, and newer clients may not 
be aware of this. Additionally, we build our business through referrals, and much appreciate 
them. Please keep us in mind as you come across friends, family and colleagues who might 
benefit from our financial services. We appreciate your business. 
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those truly in need and is now at a completely 
unsustainable level. The Obama administration 
disincentivized work. Disability roles have 
expanded 18.6% during the recent “recovery” 
compared with a 16% decline during the Reagan 
recovery. This was done by simply relaxing the 
definition of what constitutes disability. The 
1990s welfare reform requirement for a cap at 5 
years of benefits and work requirements was 
summarily rescinded – for no reason other than 
to create more dependency on government. The 
CBO estimates ObamaCare alone will reduce 
work hours by 2% and eliminate 2.5 million jobs 
by 2024. This has been happening since its 
advent as companies hire more sub-30 hour-per-
week workers to avoid the oppressive mandates. 
And this law didn’t increase the number of 
people insured; it thrust them into Medicare and 
Medicaid. It’s welfare, not insurance.  Social 
security, which was originally envisioned as a 
small supplement is now relied on for the 
entirety of too many citizens’ income in 
retirement. Again, talk of reforming this is dead 
on arrival. Because of under saving as a result, 
the rest of us will have to make up this difference 
through higher tax burdens. When social security 
paid its first check in 1940 the tax was under 1%, 
applied only to a small fraction of a worker’s 
income, and their life expectancy was 64 years 
with benefits starting at age 65. Today, it can be 
taken at age 62 with average life expectancy of 
79 years, with COLAs that overstate inflation. 
FICA taxes are now several fold what they were. 
 
Just rolling back these destructive policies and 
reforming taxes will bring us back to 3% growth.  
 
“When people find that they can vote themselves 
money, that will herald the end of the Republic.”  
                  - Dr. Benjamin Franklin 
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