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Most Sweeping US Tax Reform in 30 Years

Will tax reform support 

economic expansion?

10% earnings boost for 

S&P 500 companies

0.25% increase in

US GDP growth 
$1.5 Trillion in 

repatriated assets 



For Financial Advisor use only. Not intended for use with clients. 5

The US Equity Market Has Been Resilient

Standard & Poor's 500 Stock Index

World War II -- Begins in Europe / Great Depression Ends
France Falls -- German Occupation
Pearl Harbor -- Attacked by Japanese
Price Controls -- Begin / Battle of Midway / Guadalcanal
Current Tax Payment Act, Withholding Taxes
Normandy Invasion
World War II -- Ends / Cold War -- Begins
Stock Market Crash / Price Controls -- End
Taft-Hartley Act / Marshall Plan
Truman Upsets Dewey -- For Presidency
Foreign Currencies Devalued
The Korean War -- Begins
First Commercial Color TV Broadcast
Steel Workers Strike -- Despite Government Intervention
The Korean War -- Ends / Wage & Salary Controls End
St. Lawrence Seaway Bill -- Passed
President Eisenhower -- Suffers a Heart Attack
Suez Canal -- Crisis
Sputnik I

The New Deal -- Ends / Fair Labor Standards Act1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957

Humphrey-Hawkins -- "Full Employment" Bill
Three Mile Island -- Accident / Iran Hostage Crisis
Iraq Invades Iran -- War / Hunt Brothers Silver Crisis
Tax Cut -- Passed / Space Shuttle / President Reagan -- Shot

Terrorist Bombing of U.S. Barracks -- Beirut / Grenada Invasion
Run on Continental Bank
Gramm-Rudman Act / U.S. Becomes a Debtor Nation
Iran-Contra Affair / U.S. Attacks Libya / Chernobyl Accident
Financial Panic / Stock Market Crash / Iraq Attacks USS STARK
Terrorists Bomb N.Y. Bound Airliner -- Lockerbie, Scotland
The Berlin Wall -- Opens / U.S. Invades Panama / S&L Bailout
Iraq Invades Kuwait / German Unification
The Gulf War / Soviet Union Collapse
The Cold War -- Ends / Civil War in Bosnia
Russian Revolt / World Trade Center -- Bombed
Orange County Bankruptcy / NAFTA Instituted
Oklahoma City -- Murrah Federal Building, Bombed
Alan Greenspan's "Irrational Exuberance" Speech
Asian Currency Crisis / Hong Kong & Global Stock Market Rout

PennSquare Bank -- Closed by Regulators / Falkland Islands War1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997

1978
1979
1980
1981

U.S. Intervenes to Support The Yen / African Embassies Bombed
NATO Bombs Serbia / Y2K -- Millenium Scare / Columbine

1998
1999

Terrorist Attack on World Trade Center & Pentagon / Enron
War on Terror / Turmoil in the Middle East / Corporate Misconduct
Iraq -- Weapons Inspections / War in Iraq
Global War on Terror
Record High Oil Prices / Hurricane Katrina
Housing Decline / Nuclear Weapons - North Korea & Iran
Subprime Mortgage / Credit Debacle
Credit Crisis / Financial Institution Failures
War on Terror / Climate Debate / Healthcare
Gulf Oil Spill / EU Crisis / Massive Debt
Debt Ceiling Crisis / Credit Downgrade
European Debt / U.S. Fiscal Cliff
Boston Bombing / Gov't Shutdown
Rise of ISIS / Oil Price Decline
Terror Attacks / Refugee Crisis / China Slowdown / Fed Rate Hike
Brexit / Cuban Embassy Opened / Elections
Presidential Protests / Devastating Hurricanes / Las Vegas Mass Shooting

Bush - Gore Election Crisis / Terrorist Attack on USS COLE2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Sources: Crandall, Pierce & Company, Standard & Poor's Corporation; National Bureau of Economic Research.

Medicare -- Begins / U.S. Bombs North Vietnam -- First Time
The Six Day War
Tet Offensive / R.F. Kennedy & M.L. King -- Assassinated
Apollo 11 -- U.S.A. on the Moon
U.S. & South Vietnamese Invade Cambodia / Kent State
Wage & Price Controls
Watergate -- Break-in / Munich Olympics Massacre
U.S. Involvement in Vietnam -- Ends / Arab Oil Embargo
President Nixon Resigns / ERISA Act -- Signed
Saigon -- Falls / May Day -- Ends Fixed Commissions
U.S. Bicentennial / Lockheed Aircraft -- Bribe Scandal
Panama Canal Treaty -- Control to Panama in 2000

The Great Inflation -- Begins

U.S. -- First Satellite Launched
St. Lawrence Seaway -- Opened
First Japanese Cars, Exported to U.S. / U2 Spy Plane Shot Down
The Berlin Wall -- Built / Bay of Pigs -- Debacle
The Cuban Missile Crisis / Steel Price Rollback
John F. Kennedy Assassinated
Vietnam War Begins -- Gulf of Tonkin Resolution

1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977

1958
1959
1960
1961
1962
1963
1964
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What History Can Tell Us

Tax Reform Enactments

Indexed S&P 500 levels for periods of Top Tax Rate changes 

Sources: Bloomberg, Department of Treasury (https://www.treasury.gov/resource-center/tax-policy/tax-analysis/Documents/WP-81.pdf), Savos calculations. Data as of 12/01/2017.
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A Dr p    P r   al Tax  at   Ha  ’t M v d Mark t 

*Large companies represented by the S&P 500®. Average refers to average performance over five periods of top rate decreases from 1964 through 2002. Sources. Bloomberg, Savos calculations. Data as of 12/01/2017.

S&P 500® Index performance near decrease in top tax rates (since 1964) 

Tax Reform Enactment

Before
Reduction

After Reduction Large Companies
8.4%

Months Prior To and After Initial Tax Reform Top Tax Rate Reduction Enactment
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The Response to Tax Reform, So Far

Sources: FactSet, Goldman Sachs Global Investment Research. Source: Goldman Sachs Global Investment Research.

Consensus EPS revisions in response to tax reform Companies with high effective tax rates have outperformed



© 2018 The Capital Group Companies, Inc.

Figures are past results and are 
not predictive of results in future 
periods.

Investments are not FDIC-
insured, nor are they deposits of 
or guaranteed by a bank or any 
other entity, so they may lose 
value.
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Jared S. Franz, PhD
Economist

US Outlook:
Fiscal Policy Provides Near-term Jolt to Growth
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Measured using duration, it is quite old

How Old Is the Current Expansion, Really?

Source:  BEA, CG calculations

 Average   Current

60.5

107

Duration Of
Expansion
(in months)
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But measured using magnitude, it is just past middle-aged

How Old Is the Current Expansion, Really?

Source:  BEA, CG calculations

 Average   Current                                                                Average   Current

60.5

107

Duration Of
Expansion
(in months)

Magnitude Of
Expansion
(% above

prior peak)

123.0%

115.3%
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A meaningful acceleration in 2018

Near-Term Growth Boost from Fiscal Policy…

Source:  CBO, Macroeconomic Advisers, CG calculations
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Fiscal deficits set to widen to -5.5% in 2020

…at the Expense of Fiscal Space

Source: Haver, Macroeconomic Advisers, CG calculations

US Federal Surplus/Deficit
Percent of GDP (Vertical line is 2017, with CG forecast)
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Near-term deficit boost growth to above 3% in OMB forecast, not so from CBO 

But Differing Views on Debt Trajectory

Source: CBO, OMB, Haver, Capital Strategy Research

CBO: Federal Debt Held by the Public as a Percentage of GDP (%) 
OMB: Federal Debt Held by Public as a Percentage of GDP (%) 
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Economic conditions alone suggest +15% growth; tax cuts will add more

Corporate Earnings Should Grow Solidly in 2018

Source:  BLS, Federal Reserve, S&P
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Solid EPS growth will help, but the market may still move sideways for some time

Equity Market Valuations Remain High

Source:  S&P, Federal Reserve, CG Calculations
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Internet bubble =>

Average Pre-QE P/E with bond yield between 3.0% and 5.0% (excluding 1998-2002): 17.2
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Global Outlook

Alex Dryden
J.P. Morgan Asset Management



|GTM – U.S.

Apr May

Global 53.5 53.1

DM 55.1 54.7

EM 51.3 51.1

U.S. 56.5 56.4

Canada 55.5 56.2

Japan 53.8 52.8

UK 53.9 54.4

Euro Area 56.2 55.5

Germany 58.1 56.9

France 53.8 54.4

Italy 53.5 52.7

Spain 54.4 53.4

Greece 52.9 54.2

China 51.1 51.1

Indonesia 51.6 51.7

Korea 48.4 48.9

Taiwan 54.8 53.4

India 51.6 51.2

Brazil 52.3 50.7

Mexico 51.6 51.0

Russia 51.3 49.8
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Manufacturing momentum

Source: Markit, J.P. Morgan Asset Management.
Heatmap colors are based on PMI relative to the 50 level, which indicates acceleration or deceleration of the sector, for the time period shown. Heat map is based on quarterly averages, with the 
exception of the two most recent figures, which are single month readings. Data for Canada, Indonesia and Mexico are back-tested and filled in from December 2007 to November 2010 for Canada 
and May 2011 for Indonesia and Mexico due to lack of existing PMI figures for these countries. DM and EM represent developed markets and emerging markets, respectively. Past performance is not 
a reliable indicator of current and future results.
Guide to the Markets – U.S. Data are as of May 31, 2018.

Global Purchasing Managers’ Index for manufacturing, quarterly

45



|GTM – U.S.U.S. and international equities at inflection points

S ur  : Fa tS t, MSCI, Sta dard & P  r’ , J.P. M rga  A   t Ma ag m  t.
Forward price to earnings ratio is a bottom-up calculation based on the most recent index price, divided by consensus estimates for earnings in the next 12 months (NTM), and is provided by FactSet 
Market Aggregates. Returns are cumulative and based on price movement only, and do not include the reinvestment of dividends. Dividend yield is calculated as consensus estimates of dividends for 
the next 12 months, divided by most recent price, as provided by FactSet Market Aggregates. Past performance is not a reliable indicator of current and future results.
Guide to the Markets – U.S. Data are as of May 31, 2018.

MSCI All Country World ex-U.S. and S&P 500 Index
Dec. 1996 = 100, U.S. dollar, price return
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-62%

-57%

+216%

+101%

-52%

-49%

+48%

+106%

May 31, 2018

P/E (fwd.) = 13.2x

May 31, 2018

P/E (fwd.) = 16.2x
P/E 20-yr. avg. Div. Yield 20-yr. avg.

S&P 500 16.2x 16.0x 2.0% 2.0%

ACWI ex-U.S. 13.2x 14.4x 3.3% 3.0%



|GTM – U.S.International equity earnings 

S ur  : Fa tS t, MSCI, Sta dard & P  r’ , Th m      ut r , J.P. M rga  A   t Ma ag m  t. 
Guide to the Markets – U.S. Data are as of May 31, 2018.

Global earnings
EPS, U.S. dollar, next 12 months, Jan. 2006 = 100
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|GTM – U.S.Currency and international equity returns

Source: FactSet, J.P. Morgan Asset Management; (Left) Federal Reserve; (Right) MSCI.
Currencies in the nominal major trade-weighted U.S. dollar index are: Australian dollar, British pound, Canadian dollar, euro, Japanese yen, Swedish krona and Swiss franc. Past performance is not a 
reliable indicator of current and future results.
Guide to the Markets – U.S. Data are as of April 30, 2018.

U.S. dollar in historical perspective
Index level, nom. major trade-weighted exchange rate, Mar. 1973=100
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5 years: 

+55%

7 years: 

+39%

5.5 years: 

+36%

7.5 years: 

-14%

10 years: 

-44%

9.5 years: 

-38%

Dollar strengthening, 

hurts international returns

Dollar weakening, 

helps international returns
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Summary and Questions
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Summary and Key Takeaways

• Significant unknowns about the short- and 
long-term implications

• Prepare clients for some rotation in the 
equity markets

– Potential volatility

– Somewhat higher turnover

• More personalization needed for effective 
tax-management

– Clients from high-tax vs. low-tax states

* State has flat income tax. ** State only taxes interest and dividends income. Map shows top marginal rates: the 

maximum statutory rate in each state. This map does not show effective marginal tax rates, which would include the 

effects of phase-outs of various tax preferences. Local income taxes are not included. Source: Tax Foundation, state tax 

statutes, forms, and instructions; Bloomberg BNA.
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Questions?
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Call 844-540-0972 or contact your 

Regional Consultant to.

More insights available at assetmark.com/gettaxsmart.

Contact us at 844-540-0972 or reach 

out to your AssetMark Consultant.
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This presentation is for informational purposes only, and is not a solicitation, and should not be considered as investment or tax advice. The information in this report has been drawn from 

sources AssetMark believes to be reliable, but its accuracy is not guaranteed, and is subject to change. Financial advisors may seek more information by contacting AssetMark at 800-664-5345. 

AssetMark and its affiliates do not provide tax advice. Consult with a tax professional regarding specific tax situations. 

Investing involves risk, including the possible loss of principal. Past performance does not guarantee future results. Asset allocation cannot eliminate the risk of fluctuating prices and uncertain 

returns. There is no guarantee that a diversified portfolio will outperform a non-diversified portfolio. No investment strategy, such as asset allocation, can guarantee a profit or protect against loss.  

It is not possible to invest directly in an index.   

For more complete information about the various investment solutions available, including the investment objectives, risks and fees, please refer to the Disclosure Brochure and 

applicable Fund Prospectus. Please read them carefully before investing. For a copy, please contact an  AssetMark Consultant.

AssetMark and third-party strategists and service providers are separate and unaffiliated companies. The strategists and service providers are solely responsible for their content.  

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, C rt f  d F  a   al Pla   r™ a d CFP® in the U.S., which it awards to individuals who successfully 

  mpl t  CFP B ard’     t al a d   g   g   rt f  at    r qu r m  t . 

AssetMark, Inc. is an investment adviser registered with the Securities and Exchange Commission. 
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