
Forty-five years ago my father created the bro-
kerage firm that bears his name. The business of
buying & selling stocks and bonds in those days 
was relatively straightforward. Not anymore! Over 
the past decade or so there has been a proliferation 
of types of securities, many of which have curious 
names or initials such as CMOs, ETFs, MLPs, etc. 
Also, the development of more refined software 
for computers and mobile telephones has, among 
other things, led to the application of enigmatic 
trading algorithms that presumably sophisticated 
traders employ in order to promote their highly 
leveraged business models.

On the regulatory front, a growing host of agencies 
– including CFTC1, FINRA2, the SEC3 and the 
U.S. Department of Labor – have issued a torrent 
of rules designed to control various segments of 
the financial markets and their participants.

Thus the number and quality of investment dis-
ciplines needed to successfully navigate financial 
markets has increased significantly over the years. 
Bernard Herold & Co., Inc. and its wealth man-
agement affiliate, Herold Advisors, Inc.4, have 
adhered to a philosophy that seeks to provide 
its growing list of clients with simple and direct 
approaches to complex investment requirements.

With this publication, Bernard Herold & Co., Inc. 
is presenting an overview of financial markets 

as well as some insights of what may be ahead 
for investors during 2017. Additionally, we are 
planning to conduct a series of client meetings 
in which designated professionals will provide 
useful answers to questions about their personal 
accounts, including IRAs, trusts, 401(k)s, and 
the like.

We invite everyone to communicate with any of 
our 25+ associates about their financial needs.

Larry Herold
President

1 CFTC- Commodity Futures Trading Commission
2 FINRA- Financial Industry Regulatory Authority
3 SEC- Securities and Exchange Commission 
4  Herold Advisors, Inc. is a Registered Investment 
Advisor under the Investment Act of 1940. It’s 
acknowledged as a fiduciary under the Employee 
Retirement Income Security Act of 1974. Herold 
Advisors, Inc. is affiliated with Bernard Herold 
& Co., Inc.
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By definition, a surprise is something that the 
consensus did not anticipate. One could argue, 
we believe, that a number of 2016 occurrences…
notably the political events…were unpredictable. 
Moreover, those surprising outcomes could well 
influence the direction and magnitude of world 
economies and financial markets for many years 
to come.

Traders/investors will recall that 2016 began on 
a downbeat note. Many commodity prices like-
wise were on the decline, led by crude oil which 
dropped to a low of about $26 per bbl. in February. 
Also, in contrast to many astute projections, the 
U.S. dollar was losing value relative to a basket 
of foreign currencies.

Further confirmation that the year was going to 
be problematic for equity investors was provided 
in late June with the surprising decision by U.K. 
voters to dissolve its membership in the European 
Union. Financial markets around the world reacted 
negatively to this stunning Brexit vote…but only 
for two days! Quite surprisingly, share prices rallied 
thereafter and, by mid-July, our stock market had 
reached an all-time high. Only the value of the 
British pound seems to have suffered permanent 
damage from that fateful political decision.

The unforeseen Brexit result paled by comparison 
with the amazing outcome of our presidential 
election that was held on November 8th. Prior to 
the market opening on the day after the election, 
futures contracts were indicating that the Dow 
Jones Industrials would open about 800 points 
lower. By the end of the day, however, the DJIA 
was more than 250 points above the previous 
close and on its way to new highs approaching 
the 20,000 mark.
On the interest rate front, traders “grabbed the 
baton” from the Federal Reserve’s Open Market 

Committee [FOMC] that had been arguing for 
no change in short-term interest rates throughout 
2016. Among other rate rises that began in ear-
nest during the 4th quarter, the yield on 10-year 
Treasuries went from an all-time low of 1.366% 
in mid-July to a high of 2.62% in late December. 
Although it was behind the curve, the Fed finally 
recognized that it was time to act. On December 
14th, the FOMC raised its benchmark rate by a 
mere 25 basis points.

Despite the question marks throughout 2016, the 
past year ended with its best market performance 
since 2013. Most of the gains came in the latter 
part of the year, largely as a result of the surprising 
political outcomes both here and abroad.
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Bernard Herold & Co., 
Inc. is a registered broker 
dealer founded in 1972 by 
Bernard Herold. It is a mem-
ber of FINRA and SIPC and 
provides financial services 
to Institutional and Individual 
customers. BH & Co. has 
about $1 Billion in customer 
assets. Its offices are locat-
ed in Manhattan and Staten 
Island.

HEROLD ADVISORS, INC. 
was founded in 1975 also 
by Bernie Herold. It is an 
Investment Adviser regis-
tered with the SEC. Herold 
Advisors provides portfolio 
management services to in-
dividuals, business entities, 
trusts, estates, pension and 
profit sharing plans, charita-
ble organizations, founda-
tions and other institutions 
on a discretionary basis. In 
addition, Herold Advisors 
offers these services under 
a management account pro-
gram or a wrap‐fee program.

HEROLD INSURANCE 
AGENCY, INC. was found-
ed in 1987 and furnishes 
customers with fixed annu-
ities, life insurance and oth-
er insurance products.

Clouds on the Horizon of 2017
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As the renowned playwright, William Shake-
speare, once wrote, “What’s past is prologue” 
And so it is for the year 2016. With regard to 
the outlook for the New Year, the hope is that 
the exuberance initially generated by a new and 
possibly different leadership is not misplaced. 
Notwithstanding the promises of change in 
such areas as taxes, healthcare, infrastructure 
spending, and our military posture, the realism 
of Washington politics may prove to be at odds 
with economic realities. Current investor en-
thusiasm thus could be dampened. Also, given 
the fact that large excess capacity still remains 
in many commodity sectors, including oil, the 
sharp recovery in their prices may be open to 
question in 2017.

Based on latest 12-month results, our stock mar-
ket begins the year with a valuation of 21 times 
earnings, a figure that compares with the long-
term average of 16X. Admittedly, S & P 500 
projections for 2017 call for earnings growth in 
the range of double digits. Also, new fiscal pol-
icies, including tax cuts, if enacted, could serve 
to accelerate the modest GDP growth rates of 
the recent past. And this could, in turn, augment 
earnings growth for many of America’s com-
panies.

In recent investment reports, Herold Advisors 
expressed a degree of caution. In the light of 

the rather surprising political events during 
the latter part of the past year, those cautionary 
statements proved to be unfounded. Notwith-
standing the euphoria brought about by the 
ascendance of a new and different approach to 
government, we continue to believe that finan-
cial prudence should be the order of the day…
and perhaps the year! 
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In partnership with BNY Mellon, Bernard Herold 
& Co., Inc. has planned its first Client Conference 
for the Spring of 2017.

For almost a decade, the U.S. economy has wit-
nessed very modest annual growth along with a low 
rate of inflation. The recent presidential election 
may signal changes in this benign experience.

These topics, as well as others related to your 
investment prospects for 2017 and beyond, will be 
covered by renowned specialists in various fields.

Stay tuned for program information on this up-
coming conference. 

Customer 
Conference

Approximately 37% of the U.S. work force has 
taken early retirement. In many cases, that deci-
sion was based on unplanned circumstances such 
as company layoffs or, worse yet, health issues. 
The possibility also exists that the fixed amount 
of retirement income can change suddenly. For 
instance, the death of one’s spouse could reduce 
annual retirement income by 30%-40%. Also, 
should the need arise for an assisted living ar-
rangement, the demands upon income and savings 
can rise exponentially.

We all know that Social Security is, at best, a 
partial answer to our retirement needs. Hence it is 
never too early…or too late…to invest in an IRA 
and/or a 401(k). Further, long-term care insurance 
can be a useful savings adjunct.

Herold Advisors, Inc. can be helpful in formulating 
your overall retirement plan.

Retirement 
Planning


