
THE YEAR THAT WAS
By Keith Burbank

2017  was  a  great  year  for  US  equities, 
remarkable  not  only  for  their  strong 
returns, but also for their consistency and 
lack  of  volatility.  US  equities  delivered 
positive returns in every single month of 
2017. The S&P saw its longest stretch ever 
without a 3% intraday drawdown and the 
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fewest days with a decline of greater than 1% since the 1960’s. The Nasdaq lead the way with a 
return of nearly 33%, the Dow Jones Index at 28% and the S&P 500 at just under 22%. Tech stocks 
rose  by  close  to  40%,  but  the  market  rally  was  relatively  broad  based,  with  consumer 
discretionary,  materials,  industrials,  healthcare  and financials  all  returning about  20%.  Market 
laggards were the defensive bond-proxy sectors such as utilities,  telecommunications and real 
estate investment trusts.

There were many factors working in the markets’ favor:

- A US economy that continued to chug along, driven by secular tailwinds for the 
residential housing sector.

- Strong job numbers with unemployment hitting its lowest levels since 2000.
- Business investment accelerated with core capital goods orders rising by 10% year 

over year.
- Growth in many economies outside the US.

The  tax  reform package  signed into  law before  year  end will  boost  after  tax  earning  for  US 
companies in 2018, but has already contributed to the strong returns for US equities in 2017. It was 
not just tax-cut expectations driving US equities higher though; third quarter S&P 500 earnings per 
share rose by 6% year on year. 

Many pundits feared the current bull market to be getting long in the tooth and pointed out that 
valuations were no longer attractive. History would suggest we are closer to the end of the bull 
market  than the  beginning and valuations  do remain  stretched,  although earnings  have  been 
strong and kept multiples from rising.  That being said, bull markets typically end as the result of 
an economic downturn or some major shock to the system. It is difficult to see evidence of either at 
this point in time and remains more than likely that the bull lives on into the near future. 
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POOLED 401(k) PLAN - 
THROWBACK OR CUTTING EDGE?
By Clayton “Skip” Poole

Most  everyone  is  familiar  with  the  participant 
directed  401(k)  plan  where  employees  contribute 
money and manage their own accounts with the hope 
of having a tidy nest egg for retirement. There is also 
another  401(k)  option  that  was  introduced  back  in 
1978  along  with  the  participant  directed  plan;  the 
pooled  401(k)  plan  or  trustee  directed.  This  latter 
option was the plan of choice back in the 1980’s prior 
to investors experiencing the market gains of the 90’s. 

Consequently, many investors felt that they could now manage their own accounts like a pro and 
turned to the participant  directed plans which most  of  us  are  now familiar  with.  The reality 
however has been that many employees select their investments based on little or no professional 
oversight resulting in poorly allocated accounts or, at worst, long term investments finding their 
home in short term cash options. Once choices are made, seldom are they ever changed regardless 
of  market  swings  or  retirement  horizons.  The  result  is  usually  poor  performance  and,  often, 
feelings of disappointment and frustration with a plan that was meant to be viewed as a positive 
retirement  benefit.  This  usually  leads  to  lack  of  employee  participation  and  overall 
disgruntlement with their retirement benefits.

The pooled 401(k) plan is making a big comeback especially for small businesses and that is for 
good reason. Pooled plans offer a single trust  account managed by the plan sponsor with all 
contributions  commingled  and  tracked  by  a  third-party  administrator  with  typically  a  large 
financial  institution utilized as the custodian.  The investments are managed by a professional 
3(38)  investment manager resulting in the potential  for  better  performance.  While the idea of 
pooling an entire 401(k) into one investment pool might sound foreign, it’s a sound traditional 
structure that is becoming more appealing to savvy plan sponsors. 

There is benefit of the pooled approach to both employers and employees. By utilizing the pooled 
approach,  employers  nearly  eliminate  all  investment  liability  which  is  particularly  relevant 
considering the Department of Labor’s new fiduciary regulations soon to take place. The cost of a 
pooled 401(k) is less to manage and maintain since there are no participant services to provide. In 
addition, the management fees are very transparent and can be paid by the business as an expense 
in  lieu  of  being  deducted  out  of  individual  balances  thus  benefiting  the  employee  with  less 
expense and potentially better performance. 


