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The last few years of a bull market are always a
bit of a mystery to professional investors; the
market rises faster than it did in the early, cautious years when nobody believed there was a
bull market, even though there appear to be
fewer fundamental or economic reasons for it.
The current bull market churns on and people
who bail out in anticipation of a downturn do so
at the risk of missing out on an untold number
of months or years of gains.
A breakdown of various indices shows that just
about everything gained at least modestly in
value these last three months. The Russell 3000
index, a broad measure of U.S. stocks, rose
4.57% for the most recent quarter, resulting in
the U.S. stock market being up 13.91% so far
this year. Looking more specifically at large cap
stocks, the widely-quoted S&P 500 Index of
large company stocks gained 4.48% for the quarter and is up 14.24% in calendar 2017. Meanwhile, the Russell Mid-Cap Index has gained
11.74% so far this year. Drilling down to small
companies, the Russell 2000 Small-Cap Index is
up 10.94% this year.
As nice as the returns have been domestically,
international stocks this year have been even
kinder to investment portfolios. For the first
time since 2012, international stocks have outpaced their domestic counterparts. The broadbased EAFE Index of companies in developed
foreign economies gained 5.40% in the recent
quarter, and is now up 19.96% in dollar terms
for the first nine months of 2017. Emerging
market stocks of less developed countries, as
represented by the EAFE EM Index, rose 7.89%
in the third quarter, giving these small components of most investment portfolios a remarkable 27.78% gain for the year so far.
Looking over the other investment categories,
real estate, as measured by the S&P Global
REIT Index, posted what relatively is a meager
1.41% gain during the year’s third quarter and is

now up 5.19% for the year so far. The S&P
GSCI Index, which measures commodity returns, gained 4.94% for the quarter but is still
down 4.61% for the year. By far the largest
component is the ever-unpredictable price of oil.
Since the recent bottom on February 11, 2016,
crude oil prices have actually risen by 50%, but
the trajectory has been choppy and unpredictable.
In the bond markets, coupon rates on 10-year
Treasury bonds have risen incrementally from
2.31% at this point three months ago to 2.33%.
Meanwhile, 30-year government bond yields
have also risen mildly from 2.83% to 2.86%.
The Barclay’s U.S. Aggregate Bond Index is up
3.14% so far this year, which once again has
surprised pundits because this is in light of the
Federal Reserve increasing rates. You may recall
that there is an inverse relationship between the
value of bonds and interest rates, so many have
anticipated subpar returns in this type of rising
rate environment.
One might imagine that the uncertainties around
government policy and fundamental economic
issues (such as failed attempts to repeal the Affordable Care Act and a promise to write a new
tax code) would spook investors. If those weren’t scary enough, there has been nuclear posturing coming from North Korea and our President. Hurricanes have disrupted economic activity in Houston and large swaths of Florida while
Puerto Rico lays in ruins. And yet the bull market sails on unperturbed.
How can this be? If you look past the headlines,
the underlying fundamentals of our economy are
still remarkably solid this deep into our long,
slow economic expansion. Corporations reported a better-than-expected second quarter
earnings season, with adjusted pretax profits
reaching an annualized $2.12 trillion, which
means that American business is still on sound
footing. Unemployment continues to trend
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slowly downward and wages even more slowly upward.
The economy as a whole grew at a 3.1% annualized rate in
the second quarter, which is at least a percentage point
higher than the recent averages and marks the fastest quarterly growth in two years. There is hope that the new tax
package will prove as business-friendly as the Trump Administration is promising.
Economists tell us that the hurricane damage suffered by so
many will slow down economic growth figures for the third
quarter, although the building boom fueled by the destruction will mitigate that somewhat. There are no economic
indicators that would signal a recession is on the near horizon. One of the potential panic triggers, a Federal Reserve
Board decision to recklessly raise interest rates, seems
unlikely given the Fed’s extremely cautious approach so far.

There are still potential speed-bumps down the road. The
Trump Administration has threatened multiple trade wars
with America’s major trading partners: the NAFTA members,
Canada and Mexico, and with China. Tight immigration rules
from DACA repeal could lead to limited labor supplies.
But it’s hard to be pessimistic when your portfolio seems to
grow incrementally every quarter. The current 12-year stretch
of economic growth below 3% per year is America’s longest
on record. If the U.S. charts a prudent economic course, it’s
possible that the current expansion could at least set new records for longevity. This current expansion just turned 99
months old. The all-time record is 120 months, from 1991 to
2001. We may have to wait two more years for the next great
buying opportunity in U.S. stocks.

Meanwhile, as you can see from the chart below, the fourth
quarter has historically been kind to investors, much kinder
than the third quarter.

Important Disclosure Information 1
Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that
the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by The
Harbor Group, Inc. (“THG”), or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated
historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or
applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this
newsletter serves as the receipt of, or as a substitute for, personalized investment advice from THG. Please remember to contact THG, in writing, if there are any changes in your
personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose,
add, or to modify any reasonable restrictions to our investment advisory services. THG is neither a law firm nor a certified public accounting firm and no portion of the newsletter
content should be construed as legal or accounting advice. A copy of the THG’s current written disclosure Brochure discussing our advisory services and fees continues to remain
available upon request or at www.harborgroup.com.
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Tax Reform—or Not?

You can be forgiven if you’re skeptical that Congress will be
able to completely overhaul our tax system after failing to overhaul our health care system, but professional advisors are
studying the newly-released nine-page proposal closely nonetheless. We only have the bare outlines of what the initial plan
might look like before it goes through the Congressional sausage grinder:
We would see the current seven tax brackets for individuals
reduced to three — a 12% rate for lower-income people (up
from 10% currently), 25% for the middle, and a top bracket of
35%. The proposal doesn't include the income cutoffs for the
three brackets, but if they pass as suggested in President
Trump's tax plan from the campaign, the 25% rate would start
at $75,000 (for married couples) and joint filers would start
paying 35% at $225,000 of income.
The dreaded alternative minimum tax, which was created to
ensure that upper-income Americans would not be able to
finesse away their tax obligations altogether, would be eliminated under the proposal. But there is a mysterious notation
that Congress might impose an additional rate for the highestincome taxpayers to ensure that wealthier Americans don’t
contribute a lower share than they pay today.
The initial proposal would nearly double the standard deduction to $12,000 for individuals and $24,000 for married couples
as well as increase the child tax credit, which is set at $1,000 per
child under age 17 (No actual figure was given).
At the same time, the new tax plan promises to eliminate many
itemized deductions without telling us which ones other than a
promise to keep deductions for home mortgage interest and
charitable contributions. The plan mentions tax benefits that
would encourage work, higher education, and retirement savings, but it provides no details of what might change in these
areas.
The most interesting part of the proposal is a full repeal of the
estate tax and generation-skipping estate tax, which affects only
a small percentage of the population but results in an enormous amount of planning and calculations for those who ARE
affected.
The plan would also limit the maximum tax rate for passthrough business entities like partnerships and LLCs to 25%,
which might allow high-income business owners to take their
gains through the entity rather than as income and avoid the
highest personal brackets.

Finally, the tax plan would lower America’s maximum
corporate (C-Corp) tax rate from the current 35% to 20%.
To encourage companies to repatriate profits held overseas,
the proposal would introduce a 100% exemption for
dividends from foreign subsidiaries in which the U.S. parent
owns at least a 10% stake. It also imposes a one-time
“low” (not specified) tax rate on wealth already accumulated
overseas.
What are the implications of this bare-bones proposal? The
most obvious, and most remarked-upon, is the drop that
many high-income taxpayers would experience, from the current 39.6% top tax rate to 35%. That, plus the elimination of
the estate tax and the lowering of the corporate tax (leading to
higher dividends) has been described as a huge relief for upper-income American investors, which could fuel the notion
that the entire exercise is a big giveaway to large donors. But
the mysterious “surcharge” on wealthier taxpayers might take
away what the rest of the plan giveth.
But many Americans with S corporations, LLCs, or partnership entities would potentially receive a much greater windfall
if they could choose to pay taxes on their corporate earnings
at 25% rather than nearly 40% (Note: The Trump Organization is a pass-through entity).
A huge unknown is which deductions would be eliminated in
return for the higher standard deduction. Would the plan
eliminate the deduction for state and local taxes, which is especially valuable to people in high-tax states such as New
York, New Jersey, and California, and in general to higherincome taxpayers who pay state taxes at the highest rate?
Currently, about one-third of the 145 million households filing a tax return — or roughly 48 million filers — claim this
deduction. Among households with income of $100,000 or
more, the average deduction for state and local taxes is around
$12,300. Some economists have speculated that people earning between $100,000 and around $300,000 might end up
paying more in taxes under the proposal than they do now.
Taxpayers with incomes above $730,000 would hypothetically
see their after-tax income increase an average of 8.5 percent.
Big picture, economists are in the early stages of debating how
much the plan might add to America’s soaring $20 trillion
national debt. One back-of-the-envelope estimate by a Washington budget watchdog estimated that the tax cuts might add
$5.8 trillion to the debt load over the next 10 years. According to the Committee for a Responsible Federal Budget
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analysis, Republican economists have identified about $3.6
trillion in offsetting revenues (mostly an assumption of increased economic growth), so by the most conservative calculation the tax plan would cost the federal deficit somewhere in
the $2.2 trillion range over the next decade.
Others, notably the Brookings Tax Policy Center (see graph),
see the new proposals actually raising tax revenues for individuals (blue bars) while mostly reducing the flow to Uncle Sam
from corporations.
These cost estimates have huge political implications for
whether a tax bill will ever be passed. Under a prior agreement,
the Senate can pass tax cuts with a simple majority of 51 votes
— avoiding a filibuster that might sink the effort — only if the
bill adds no more than $1.5 trillion to the national debt during
the next decade.

That means compromise. To get the impact on the national
debt below $1.5 trillion, Congressional Republicans might
decide on a smaller cut to the corporate rate to something
closer to 25-28%, while giving typical families a smaller 1percentage point tax cut. Under that scenario, multi-national
corporations might be able to bring back $1 trillion or more in
profit at unusually low tax rates, and most families might see a
modest tax cut that will put a few hundred extra bucks in their
pockets.
Alternatively, Congress could pass tax cuts of more than $1.5
trillion if the Republicans could flip enough Democratic Senators to get to 60 votes. The Democrats would almost
certainly demand large tax cuts for lower and middle earners,
potentially lower taxes on corporations and higher taxes on
the wealthy. Would you bet on that sort of compromise?

Is the Social Security Administration Still Mailing Social Security
Statements?
Your Social Security statement provides important information
about your Social Security record and future benefits. For several years, the Social Security Administration (SSA) mailed
these statements every five years to people starting at age 25,
but due to budgetary concerns, the SSA has stopped mailing
Social Security statements to individuals under age 60.
Workers age 60 and over who aren't receiving Social Security
benefits will still receive paper statements in the mail unless
they opt to sign up for online statements instead. If you're age
60 or older, you should receive your statement every year about
three months before your birthday. The SSA will mail statements upon request to individuals under age 60.
However, the fastest way to obtain a copy of your Social Security statement is to sign up for a My Social Security account at
the SSA website, ssa.gov. Once you've signed up, you'll have
immediate access to your statement, which you can view,

download, or print. Statement information generally includes
a projection of your retirement benefits at age 62, at full retirement age (66 to 67), and at age 70; projections of disability
and survivor benefits; a detailed record of your earnings; and
other information about the Social Security program.
The SSA has recently begun using a two-step identification
method to help protect My Social Security accounts from
unauthorized use and potential identity fraud. If you've never
registered for an online account or haven't attempted to log in
since this change, you will be prompted to add either your cell
phone or email address as a second identification method.
Every time you enter your account username and password,
you will then be prompted to request a unique security code
via the identification method you've chosen. You need to
enter that code to complete the log-in process.

Important Disclosure Information 2
Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, or legal advice. The information presented here is not specific to any individual's personal
circumstances. To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the purpose of avoiding
penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax professional based on his or her individual circumstances. These materials
are provided for general information and educational purposes based upon publicly available information from sources believed to be reliable—we cannot assure the accuracy
or completeness of these materials. The information in these materials may change at any time and without notice.
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Facts About Powers of Attorney

Everybody should have a power of attorney. But not everybody knows exactly what it is or why it’s so important.
A power of attorney is a legal document that empowers a person you trust to handle your financial affairs if you become
incapacitated. While you’re up and around, the document just
sits in a file. But if you’re in an accident and suddenly can’t act
on your own behalf, the document authorizes somebody else
to make decisions on your behalf—usually temporarily, until
you can start handling your own affairs again. At that point,
the document goes back in the file, and you’re back in charge.
There are several flavors of this legal document. What is called
a Limited Power of Attorney is used when you want someone

to act on your behalf only in a certain circumstance. A General Power of Attorney is more powerful because you’re giving someone else the power to act on your behalf whenever
you’re unable to manage your own affairs independently. But
either way, when the power of attorney is triggered, it can be
used for all legal and financial matters.
Who would draw up this important document? You should
consult an attorney; many of them will have a template document that they can modify to your specific circumstances. The key is finding a person you trust to handle affairs
on your behalf—and then hope you never need them to.

Bad Barometer
Chances are that the market barometer you most often hear
about is the Dow Jones Industrial Average. Every evening, the
Dow’s ups or downs are soberly reported as if they reflect
something financially important.

They don’t.
A recent online article noted that the 37-year-old index only
reflects the performance of 30 U.S. multinational companies,
and it doesn’t even reflect their average performance. The
companies with higher share prices count more in the performance numbers, which means that when a company’s stock enjoys a price surge, it comprises a larger part of the index.
This can make for some interesting differences between actual
market performance and underlying valuation. The Goldman
Sachs brokerage firm recently reported a $224.41 share price,
which accounted for 1,537 of the Dow's total points. By
comparison, General Electric, which has a $146 billion larger
market cap, only accounted for 185 Dow points with its $27.02
share price.

With only 30 stocks, the Dow doesn’t come close to representing the U.S. business market. Based on its closing price
on June 29, the total market capitalization of the companies in
the index equaled $6.37 trillion, compared with $21.8 trillion
for the stocks that make up the S&P 500. Further weaknesses
of the Dow are that it has no representation in the utilities and
real estate sectors and doesn’t include Alphabet (parent company of Google), Amazon.com, Facebook, Berkshire Hathaway, or Alibaba Group. The S&P 500 provides a more realistic look at what’s happening across the entire spectrum of the
U.S. marketplace.
In terms of how it reflects the market, the Dow was a vitally
important index in the days of the rotary phone. In today’s
digital age, it has become a historic novelty. It's time to proclaim the S&P 500 as the market barometer for larger American companies.
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Aging Dilemma
Should today’s 70-year-old American be considered “old?”
How do you define that term these days? Statistically, your
average 70-year-old has just a 2% chance of dying within a year.
The estimated upper limit of average life expectancy is now 97,
and a rapidly growing number of 70-year-olds will live past age
100.
Perhaps more importantly, today’s 70-year-olds are in much
better shape than their grandparents were at the same age. In
most developed countries, healthy life expectancy from age 50
is growing faster than life expectancy itself, suggesting that the
period of diminished vigor and ill health towards the end of life
is being reduced.
A recent series of articles in the Economist magazine suggest
that we need a new term for people age 65 to 85 who are generally hale and hearty, capable of knowledge-based work on an
equal footing with 25-year-olds, and who are increasingly being
shunted out of the workforce as if they were invalids or, well,
“old.” Indeed, the article suggests that if this cohort does
NOT start returning to the workplace, the impact could be
catastrophic on society as a whole.
Globally, a combination of falling birth rates and increasing
lifespans threaten to increase the “old-age dependency ratio” (the ratio of retired people to active workers) from 13% in
2015 to 38% by the end of the century. That, in turn, could
lead to huge fiscal strains on our pension and Social Security
systems because fewer workers would be paying for the retirement benefits of more retirees.
What to do? The article notes that, in the past, whenever a
new life stage was identified, deep societal and economic
changes followed in the wake. For example, a new focus on
childhood in the 19th century paved the way for childprotection laws, mandatory schooling, and a host of new businesses, from toymaking to children’s books. When teenagers
were first singled out as a distinct demographic in America in
the 1940s, they emerged as a great source of economic value
thanks to their willingness to work part-time and spend their
income freely on new goods and services.

The next most logical shift in our thinking could be differentiating people age 65-80 from the traditional “old” and “retiree”
category—and calling them something different (The article
doesn’t offer a suggested name). They could continue working at their desks or downshift into the kinds of part-time
work that emphasize knowledge and relationships. Many who
experienced mandatory retirement retired to the so-called gig
economy. Though gigging is usually seen as something that
young people do, in many ways it suits older people better.
They are often content to work part-time, are not seeking
career progression, and are better able to handle the precariousness of such jobs. The article notes that a quarter of drivers for Uber are over 50.
More broadly, a quarter of all Americans who say they work
in the “sharing economy” are over 55. Businesses that offer
on-demand lawyers, accountants, teachers, and personal assistants are finding plenty of recruits among older people.
Still others are preparing for life beyond traditional retirement
by becoming entrepreneurs. In America, people between 55
and 65 are now 65% more likely to start up companies than
those between 20 and 34. In Britain, 40% of new founders
are over 50, and almost 60% of the over-70 year olds who are
still working are self-employed.
One large economic contribution made by older people that
does not show up in the numbers is unpaid work. In Italy and
Portugal, around one grandmother in five provides daily care
for a grandchild, estimates Karen Glaser from King’s College
London. That frees parents to go out to work, saving huge
sums on child care.
All of these changes represent societal adjustments to a reality
that isn’t well-publicized: that the traditional retirement age
increasingly makes no sense in terms of health, longevity, and
the ability to contribute. The sooner we find a label for
healthy people age 65 to 80, the faster we can start recognizing their potential to contribute.
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What Are Some Tips For Reviewing My Medicare Coverage
During Medicare Open Enrollment?
During the Medicare Open Enrollment Period that runs from
October 15 through December 7, you can make changes to
your Medicare coverage that will be effective on January 1,
2018. If you're satisfied with your current coverage, you don't
need to make changes, but it's a good idea to review your options.
During Open Enrollment, you can:

information you receive from your current plan, which may
include an Annual Notice of Change letter that lists changes
to your plan for the upcoming year.
As you review your coverage, here are a few points to consider:


What were your health-care costs during the past year,
and what did you spend the most on?



Change from Original Medicare to a Medicare Advantage
plan, or vice versa



What services do you need and which health-care providers and pharmacies do you visit?



Switch from one Medicare Advantage plan to another
Medicare Advantage plan





Join a Medicare prescription drug plan, switch from one
Medicare prescription drug plan to another, or drop prescription drug coverage

How does the cost of your current coverage compare to
other options? Consider premiums, deductibles, and
other out-of-pocket costs such as copayments or coinsurance; are any of these costs changing?

The official government handbook, Medicare & You, which is
available electronically or through the mail, contains detailed
information about Medicare that should help you determine
whether your current coverage is appropriate. Review any other

If you have questions about Medicare, you can call 1-800MEDICARE or visit the Medicare website at medicare.gov.
You can use the site's Medicare Plan Finder to see what plans
are available in your area and check each plan's overall quality
rating.
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Mid Cap
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mhebert@harborgroup.com

vworrad@harborgroup.com

srocheleau@harborgroup.com

tcolonna@harborgroup.com

Timothy M. Riley, MS, CFP®, ChFC

Ryan Callaghan, CFA, CFP®

Ginny Albanese
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Financial Planner

Financial Planner

Asset Management Administrator

Administrative Assistant
sriley@harborgroup.com

triley@harborgroup.com

rcallaghan@harborgroup.com

galbanese@harborgroup.com

Chris MacBean, MSFP, CFP®

Debra Reale

Financial Planner

Asset Management Assistant

cmacbean@harborgroup.com

dreale@harborgroup.com

Cameron Murphy, MBA, CFP®

Christopher Barnes
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Asset Management Assistant

cmurphy@harborgroup.com

cbarnes@harborgroup.com

Christopher Riley

Shirley Peverly

Paraplanner
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criley@harborgroup.com
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Harbor Group Media Information
Marc Hebert's Money $ense Show

Marc Hebert's Money Matters Web Cast

WGIR AM 610 Manchester and WQSO FM 96.7 Seacoast

WMUR ABC 9

www.WGIRAM.com

www.wmur.com

iHEART RADIO

Go to Menu, Local News, Money Matters

9:00 a.m. - 11:00 a.m. on Saturday

World Wide Web

Southern, Central and Eastern New Hampshire

Financial and Economic Updates on the Morning News

Marc Hebert's Money Matters Web Cast

WGIR AM 610 Manchester and WQSO FM 96.7 Seacoast

WMUR ABC 9

www.WGIRAM.com

www.wmur.com

iHEART RADIO

Go to Menu, Local News, Money Matters

8:30 a.m. - 9:00 a.m. on Thursday

World Wide Web

Southern, Central and Eastern New Hampshire
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